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Preparing to Take A Leading Role in the North American and
Global REE Supply Chain
Initiating coverage with an Outperform rating. We are initiating coverage of Defense Metals
Corp. with an Outperform rating and a price target of US$0.70 or C$0.90 per share. The
company is advancing its 100%-owned Wicheeda rare-earth project located near Prince
George, British Columbia. The project has several competitive advantages, including a mining
friendly location, well-developed infrastructure, and a strong technical team.
Well positioned to meet growing demand for REEs. In January 2022, Defense Metals
released a preliminary economic assessment NI 43-101 technical report which highlighted 5.0
million tonnes of indicated resources averaging 2.95% total rare earth oxides (TREO) and 29.5
million tonnes of inferred resources averaging 1.83% TREO within a conceptual pit shell. The
study affirmed the economic value of advancing the project based on significant resource
potential, favorable metallurgical recoveries, and attractive return potential.
Exploration supports resource growth potential. Current resources are based on
approximately 4,000 meters of drilling and do not include results from Defense Metals' 2021
drilling program that entailed 5,349 meters of drilling in 29 holes. The 2021 drilling program
accomplished the company's goal of identifying the expansion of the REE mineralized zone to
the north, along with further delineating existing resource mineralization zones within the
central and northwestern areas of the deposit. Defense Metals expects to conduct an infill
drilling program in May and June 2022 to expand and upgrade resources which will be
incorporated, along with 2021 drill results, into a preliminary feasibility study to be released
during the first half of 2023.
Well-qualified management and technical team. Mr. Craig Taylor, chief executive officer and
director, has extensive experience as a director or officer of mineral exploration and
development companies. Ms. Luisa Moreno, PhD, a well-regarded expert in rare earths, serves
as President and a director. The company’s seven-member board is comprised of
accomplished individuals with a broad range of industry, capital markets, financial, and geotechnical experience.
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Investment Appraisal
We are initiating coverage of Defense Metals Corp. with an Outperform rating and a price target of US$0.70 or C$0.90 per
share. The company is advancing its 100%-owned Wicheeda rare-earth project located near Prince George, British Columbia
that has the potential to be a globally significant producer. The project has several competitive advantages, including a mining
friendly location, well-developed infrastructure, and a strong technical team. While China remains the largest global supplier of
rare earths, Wicheeda is well positioned to take a leading role in the North American and Global REE supply chain. Once the
Wicheeda REE project commences commercial production, it is expected to produce ~25,400 tonnes of rare earth oxide
annually, or roughly 10% to 15% of current global supply. It all begins with developing a world-class deposit that contains high
quality ore. Rare earth ores generally contain less than 10 percent rare earth oxide (REO) and must be upgraded to be further
processed. The average grade of the ore at Wicheeda is 2.33% total rare earth oxide (TREO) which the company may upgrade
to 40% to 50% TREO through direct flotation. We think Defense Metals is well positioned to benefit from growing demand for
rare earths for use in electric vehicle batteries, metal alloys, and advanced technology applications. We anticipate more activity
in the rare earths and critical minerals space as capital flows to attractive opportunities, including growing demand for rare earth
and critical minerals, limited supply sources, and increasingly supportive government policies.
While larger players such as MP Materials Corp. (NYSE: MP) and Lynas Rare Earths Limited (ASX: LYC) have captured
investors' attention in the rare earths space, we think it is only a matter of time before Defense Metals plays catch up. While
Defense Metals is preparing to be able to advance the project into production, we think the company may be a promising
candidate for acquisition by a larger REE producer interested in building scale and exposure to North American markets.
Investment Risks
Investment risks include but are not limited to: 1) Defense Metals’ failure to identify economic mineral resources, 2)
uncertainties associated with the availability and costs of future financing, 3) changes in capital market and macroeconomic
environments, 4) fluctuations in exchange rates, 5) changes in supply and demand fundamentals for rare earth elements, 6)
delays in project development, and 7) the potential for operating and financing costs to vary from management expectations
Catalysts:
Near-term catalysts include the release of drilling results from the company’s most recent drilling program which ended in
November 2021. Additionally, the company will commence a 5,300-meter infill drilling program in May to expand and upgrade
resources from the inferred category.
Figure 1: Wicheeda Project Milestones and Catalysts

Source: Defense Metals Corp. and Noble Capital Markets Inc.
Using the results from the 2021 and planned 2022 drilling programs, the company intends to complete a preliminary feasibility
study in the first half of 2023. We think the plan provides a visible path of the project’s evolution through project financing. While
timing is subject to change, investors may track the company’s progress. With each successive milestone achieved, the
project’s feasibility will be enhanced as may value for shareholders.
Corporate Overview and History
Defense Metals is an exploration and development stage company engaged in the acquisition and exploration of mineral
properties whose flagship project is the Wicheeda rare earth elements deposit located near Prince George, British Columbia,
Canada. The company’s shares trade on the TSX Venture Exchange in Canada under the symbol “DEFN,” on the OTCQB in
the United States under the symbol “DFMTF,” and on the Frankfurt Exchange in Germany under the symbol “35D”.
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Figure 2: Location of the Wicheeda REE Project

Source: Defense Metals Corp.
Following the acquisition of Spectrum Mining Corporation in January 2022, Defense Metals owns a 100% interest in the 2,008hectare Wicheeda REE property. Defense Metals fulfilled all required cash payments, share issuances and exploratory
expenditure requirements necessary to exercise the option to acquire all issued and outstanding common shares of Spectrum
from whom the property was optioned. Wicheeda is subject to a 2.0% net smelter returns (NSR) royalty payable when
commercial production begins. Defense Metals maintains the right to purchase one-half of the NSR royalty for C$1 million. The
Wicheeda project has indicated mineral resources of 5,031,000 tonnes averaging 2.95% total rare earth oxide (TREO) and
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29,467,000 tonnes of inferred resources averaging 1.83% TREO.
As a point of reference, rare earth oxides (REO) are oxides of rare earth elements. Grades of rare earth oxides are generally
measured as parts per million (ppm) or as a percent (%) of total rare earth oxides (TREO) which is the sum of the oxides of
heavy rare earths elements (HREO) and light rare earth elements (LREO). HREO is the sum of the oxides of the heavy rare
earth elements which include: 1) terbium (Tb), 2) dysprosium (Dy), 3) holmium (Ho), 4) erbium (Er), 5) thulium (Tm), 6)
ytterbium (Yb), 7) lutetium (Lu), and 8) yttrium (Y). LREO is the sum of the oxides of the light rare earths elements which
include: 1) lanthanum (La), 2) cerium (Ce), 3) praseodymium (Pr), 4) neodymium (Nd), 5) promethium (Pm), 6) samarium (Sm),
7) europium (Eu), and 8) gadolinium (Gd). Figure 3 is a summary of the company's most recent mineral resource estimate.
Figure 3: Wicheeda Mineral Resource Estimate - November 7, 2021

Source: Defense Metals Corp. and Noble Capital Markets Inc.
Defense Metals' 2019 drilling campaign resulted in a significant increase in tonnage and resource grade. Figure 4 summarizes
the previous mineral resource estimate which was based on 14 drill holes conducted in 2008 and 2009.
Figure 4: Wicheeda Mineral Resource Estimate - June 27, 2020

Source: Defense Metals Corp. and Noble Capital Markets Inc.
The earlier resource estimate was completed by Apex Geoscience Ltd. with an effective date of June 2020. APEX considered
five light rare earth elements (LREE) which differs from the 2021 mineral resource estimate, which considers 10 rare earth
oxides (REOs), including heavy REOs. Some REOs are quoted in parts per million (ppm) which can be converted to a
percentage basis by dividing by 10,000. As a percentage, heavy REOs represent a very small portion of total rare earth
elements (TREO). The 2020 Wicheeda mineral resource estimate comprised an indicated mineral resource of 4,890,000
tonnes averaging 3.02% light rare earth element oxides, in addition to an inferred mineral resource of 12,100,000 tonnes
averaging 2.90% LREO at a cut-off grade of 1.5% light rare earth elements. The 2021 mineral resource estimate used a lower
cut-off grade of 0.5 based on total rare earth elements (TREE) rather than a light rare earth element (LREE) metal cut-off
grade.
We think the goal of the company's exploration program is to culminate in a measured and indicated resource of 30 million
tonnes and an inferred resource in the 10 million to 20 million tonne range, along with total rare earths oxides (TREO)
representing at least 2.5% of the tonnage.
Wicheeda Rare Earth Element Project
The Wicheeda property is comprised of seven contiguous mineral claims and is accessible by road and benefits from well-
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developed infrastructure. The property is located about fifty kilometers east of a major paved highway, the CN rail main line, a
natural gas pipeline, and a power transmission line. Power is expected to be supplied by a new high-voltage line connecting to
a 138-kilovolt line running to the west of the project to the project site. The principal area of interest is the Wicheeda
Carbonatite Deposit, a formation with dimensions of four hundred meters north-south by 100 to 250 meters east-west. Since
entering the option to acquire the project in late 2018, Defense Metals has advanced the project through metallurgical flowsheet
development, initial and updated mineral resource estimates, and a preliminary economic assessment.
The Wicheeda deposit is to be developed as an open pit mining operation. Once mined, rare earth oxides (REO) will be milled
and processed in a flotation plant to produce a REO concentrate, which is estimated to be 40% to 50% total rare earth oxide.
The flotation concentrate would then be sold into the market during the first four years of operation and, beginning in year 5, be
processed in a hydrometallurgical plant to produce a high-grade (70% to 80% TREO) mixed REE precipitate product. The highgrade precipitate would be sold and processed in a separation plant to produce high-grade individual REE products up to
99.9% purity.
Figure 5: Wicheeda Flowsheet

Source: Defense Metals Corp.
Metallurgical programs have been conducted on test samples from the Wicheeda deposit and have included initial exploratory
test work to develop a flotation process for recovering contained rare earth minerals into a flotation concentrate. This work was
followed by flotation optimization test work conducted in 2019 and flotation pilot testing in 2020. Hydrometallurgical test work
was conducted on bulk flotation concentrates to demonstrate process requirements to produce a mixed REE precipitate. In
January 2019, the company collected a 30-tonne surface bulk sample from the Wicheeda deposit to provide REE mineralized
feed material for a multi-phase program of bench-scale metallurgical test work prior to commissioning larger scale flotation pilot
plant testing. Subsequent composite head assay results announced in March 2019 for the bulk sample yielded 1.77%
lanthanum-oxide, 2.34% cerium-oxide, 0.52% neodymium-oxide, and 0.18% praseodymium-oxide, for a total of 4.81% light rareearth oxide (LREO).
Tests conducted during late 2021 yielded improved metallurgical extraction and impurity removal performance compared to the
PEA base case flowsheet and management has identified opportunities to reduce circuit complexity. Circuit optimization will
continue during 2022.
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Licensing, Permitting, and Community Engagement
Permits, licenses, and authorizations are required from both the federal and provincial regulators to advance the project to
operation. The Wicheeda project has a multi-year permit for mineral exploration on the property, including camp building, fuel
storage, and diamond drilling. The permit is valid until February 25, 2024. For the construction and operation of a mine on the
property, Defense Metals will be required to obtain surface rights by applying for mining leases. Importantly, the company has
initiated early engagement with the First Nations and other stakeholders impacted by the project. The company plans to
implement an environmental, social, and governance strategy to follow high environmental standards, to foster stronger
collaboration between the company and the local and First Nations communities, and further augment the company’s corporate
governance.
The Wicheeda project will require an environmental assessment prior to receiving approval to advance to the licensing and
permitting phase of the regulatory process. Although the licensing and permitting phases can start prior to the completion of an
environmental assessment, the process is expected to take one to two years following the completion of the assessment prior
to advancing to full construction and operations.
Exploration and Drilling Programs
In 2008, Spectrum Mining Corporation, the previous owner of the Wicheeda project conducted a diamond drilling program that
entailed four diamond drill holes (WI08-01 to WI08-04), representing 866 meters of drilling. In 2009, Spectrum's drilling program
entailed 5 diamond drill holes (WI09-05 to WI09-20), representing 1,824 meters of drilling.
During 2019, Defense Metals conducted a diamond drilling exploration program consisting of thirteen diamond drill holes
totaling 2,007.5 meters. Drilling tested the southern, central, and northern zones of the mineralized carbonatite. All drill holes
intersected variable lengths of significant REE mineralization. The 2019 diamond drilling program was successful in expanding
the REE mineralized footprint of the Wicheeda deposit to the south and north, respectively.
Figure 6: 2019 Drill Program Results

Source: Defense Metals Corp. and Noble Capital Markets Inc.
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In 2020, Defense Metals completed a Light Detection and Ranging (LiDAR) survey of the project area. In early 2021, the
company received final property-wide high-resolution survey results which provided an enhanced terrain model.
During 2021, Defense Metals completed a 29-diamond drill hole program comprising 5,349 meters of drilling primarily for
resource expansion. The drilling results will support an updated geological model for the Wicheeda REE deposit to inform
continued 2022 infill drilling to improve the confidence of the mineral resources to higher categories (i.e., measured and
indicated), in addition to pit geotechnical, and hydrogeological drilling and testing.
Figure 7: 2021 Drill Program Results

Source: Defense Metals Corp. and Noble Capital Markets Inc.
Defense Metals has released results from 18 drill holes, representing 2,768 meters of drilling. Drilling has returned exceptionally
high-grade intervals, including near surface, and expanded mineralization beyond the mineral resource pit shell. In addition to
significant composite mineralized widths, drilling has affirmed the presence of higher-grade zones of carbonatite at surface and
at depth extending below the current resource pit shell. Drilling within the north central area of the Wicheeda Deposit has
returned some of the most significant intercepts of REE mineralization while also yielding some of the highest grade REE
mineralization to date near surface. Drilling at depth within the northern Wicheeda deposit has intersected new zones of highgrade REE mineralization with the potential to expand the mineral resource and contribute to higher average grades.
Defense Metals expects to publish a preliminary feasibility study during the first half of calendar year 2023 which would coincide
through the first quarter of fiscal year 2024. During the first nine months of fiscal year 2022, or through December 31, 2021,
exploration and evaluation expenditures amounted to C$2.8 million, most of which was spent on drilling programs during the
December quarter. We estimate roughly C$16.3 million to be spent through the first quarter of fiscal year 2024.
Preliminary Economic Assessment
Defense Metals completed a preliminary economic assessment (PEA) and updated mineral resource estimate with an effective
date of November 21, 2021. Under a base case scenario, the project has a pre-tax net present value (NPV) of C$765 million,
and after-tax NPV of C$512 million using an 8% discount rate. The capital pay-back period is 5 years from start of production
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and assumes the sale of concentrate will partially self-fund the construction of a hydrometallurgical plant. Revenue is expected
to average C$397 million per year from the sale of REE mineral concentrate during years 2 through 4 and mixed REE
hydrometallurgical precipitate in years 5 through 16 with an average operating margin of 65.2%.
A unique advantage of the Wicheeda REE Project is the production of a saleable high-grade flotation-concentrate. The PEA
models the production of a mineral concentrate with average 43% total rare earth oxide (TREO). It will be sold to market directly
during years 1 through 4 and will feed a project hydrometallurgical plant beginning in year 5.
The study contemplates a 1.8 million tonne per year mill open pit mining operation with a 1.75x strip ratio over a 16-year mine
life. Construction is expected to take three years. Annual rare earth oxide (REO) production is expected to average 25,423
tonnes. Operating costs are expected to average C$137 million per year over a mine life of 16 years.
Initial capital expenditures are expected to be C$440.1 million. Sustaining capital expenditures for the life of the project is
$408.6 million. A scenario that uses concentrate sales to partially self-fund the construction of a hydrometallurgical plant
reduces overall project cash requirements compared to constructing the hydrometallurgical plant as part of Phase 1. This
development scenario provides significant optionality to accelerate or defer the investment in the hydrometallurgical plant
depending on market conditions.
Figure 8: Wicheeda Capital Expenditures

Source: Defense Metals Corporation and Noble Capital Markets Inc.
Base case economics were calculated using rare earth oxide prices of US$5.76/kg TREO in flotation concentrate and
US$14.04/kg TREO in mixed REE carbonate precipitates, using an average long-term neodymium/praseodymium (NdPr) price.
Growing Interest in Off-take Agreements and Strategic Partnerships
Through April 2021, Defense Metals received four requests for evaluation samples of the company’s high-grade Wicheeda REE
mineral concentrate from Asian-based REE refiners, underscoring growing international market demand for readily accessible,
high-quality, North American REE products. Discussions with potential offtake partners have the potential to yield benefits
through opportunities for direct project funding, technical services agreements, and access to the full downstream rare earths
value chain.
In August 2021, Defense Metals signed a non-binding Memorandum of Understanding with Sinosteel Equipment & Engineering
Co., Ltd., a subsidiary of Sinosteel Corporation, consisting of information sharing, beneficiation test work and potential
concentrator design research, financing, and an investigation into the establishment of an on-site large-scale pilot plant at the
Wicheeda REE property to assess the economic and technical feasibility of full-scale mine development. It also engaged
Welsbach Holdings Pte Ltd. to assist in building awareness for the Wicheeda REE project, product market research,
introductions to supply chain partners, and assistance in commercial negotiations. The company has also engaged with endusers in Europe and Asia.
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Exploration and Evaluation Expenditures
Through fiscal year 2021, cumulative exploration and evaluation expenditures amounted to C$2.9 million. During the first nine
months of fiscal year 2022, exploration and evaluation expenditures C$2.8 million, largely attributed to the company's drilling
program during the quarter ended December 2021.
Figure 9: Exploration and Evaluation Expenditures

Source: Defense Metals Corp. and Noble Capital Markets Inc.
During fiscal years 2022 and 2023, we forecast exploration and evaluation expenditures of C$3.2 million and C$8.2 million,
respectively.
REE Industry
Rare earth elements (REEs) are comprised of 15 elements in the lanthanum series, along with scandium and yttrium. While the
actual elements may not be rare, it is often difficult to find them in sufficient concentrations for economic extraction and they
require extensive processing. REEs are used in a variety of clean energy and advanced technology applications.
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Figure 10: Rare Earths Applications

Source: DEMETER
According to BP’s Statistical Review of World Energy 2021, China accounted for 52.3% of rare earth mineral production in 2020
and 35.4% of rare earth mineral reserves. Conversely, the United States accounted for 14.2% of rare earth mineral production
in 2020 and 1.2% of rare earth mineral reserves.
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Figure 11: Rare Earth Metals Production and Reserves

Source: Statistical Review of World Energy 2021, 70th Edition, BP, 2021
China dominates the production of many critical minerals, including rare earth elements. There appears to be an awakening
among U.S. policymakers of the dangers of dependence on foreign sources for critical minerals, especially those that are
adversarial to the United States. We believe a shift is underway to source REEs from countries that are friendly to the United
States, including Canada. As part of its strategy to ensure secure and reliable supplies of critical minerals, the U.S. Department
of the Interior identified 35 critical minerals, including the rare earth elements group. The U.S. Government is planning to fund
rare earths projects to reduce reliance on China. In January 2022, bipartisan legislation was introduced, the Restoring Essential
Energy and Security Holdings Onshore for Rare Earths Act, to protect the U.S. from the threat of rare-earth element supply
disruptions, encourage domestic production, and reduce reliance on China. REEs are found in mineral deposits such as
bastnaesite and monazite, the two largest sources of REEs. Bastnaesite, a carbonate-fluoride mineral, typically contains
cerium, lanthanum, neodymium, and praseodymium. Monazite, a phosphate mineral, typically contains cerium, lanthanum,
neodymium, and samarium. Rare earths are mined domestically in the United States. Bastnaesite is extracted at a mine in
Mountain Pass, California.
MP Materials, the most significant rare earth materials producer in the United States, completed a business combination with
Fortress Value Acquisition Corp., a special purpose acquisition company and began trading on the New York Stock Exchange
on November 18, 2020. MP Materials owns and operates the Mountain Pass rare earth mine and processing facility in
California which opened in 1952 as a uranium producer, pivoted to become one of the largest suppliers of rare earth minerals,
but closed in 2002 as environmental restrictions and foreign imports made it difficult to compete. The facility underwent various
ownership changes and reopened in 2017 under MP Materials’ ownership. It is North America's only active and scaled rare
earth production site and now has a market capitalization of ~$8.0 billion as of March 15, 2022. The company was recently
awarded a $35 million contract by the U.S. Department of Defense to support construction of a commercial scale processing
facility for heavy rare earth elements at Mountain Pass.
According to the U.S. Department of the Interior, the estimated value of rare-earth compounds and metals imported by the
United States in 2021 was $160 million, a significant increase from $109 million in 2020. The estimated end-use distribution of
rare earths was as follows: 1) auto catalysts 74%, 2) ceramics and glass – 10%, 3) metallurgical applications and alloys -6%, 4)
polishing – 4%, and 5) other – 6%. While we expect the recovery of rare earths from recycled material to grow, limited
quantities of rare earths are currently recovered from batteries, permanent magnets, and other sources of recycled material.
The table below provides some statistics associated with the rare earths market in the United States.
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Figure 12: United States REE Market Statistics

Source: Mineral Commodity Summaries 2022, U.S. Department of the Interior, U.S. Geological Survey, January 31, 2022
Given the United States' reliance on imports, we think Canadian producers stand to benefit from a shift away from sources in
China. As processing capabilities are developed, the U.S. could be an important destination for Canada sourced materials.

Defense Metals Corp. (DFMTF) | Current Price: $0.25 | Outperform | Mar 16, 2022

The supply chain for rare earths include upstream, midstream, and downstream components. Defense Metals participates in
the upstream segment that includes mining and concentration.
Figure 13: Rare Earth Element Supply Chain

Source: Critical Materials Rare Earths Supply Chain: A Situational White Paper, U.S. Department of Energy, Office of Energy
Efficiency & Renewable Energy, April 2020
Concentration or beneficiation is an extractive metallurgy process that upgrades the value of mineral ores that contain raw
REEs by removing low value minerals and resulting in a higher-grade product such as rare-earth concentrate.
Separation is the process of separating individual REEs from one another in the rare earth oxide concentrates. Separation of
REEs is chemically intensive because the REEs are chemically similar to one another. Processing refers to the conversion of
REOs to rare earth metals, such as neodymium metal which can then be used to form alloys. China controls most of the
midstream separating and processing capacity.
There is no single price for REEs collectively, but numerous prices for REE oxides and compounds individually. Pricing
information for rare earths is opaque and generally available by paid subscription. Publicly available information is generally not
comprehensive and generally does not provide detailed information as to quality and origin which makes comparisons difficult.

Defense Metals Corp. (DFMTF) | Current Price: $0.25 | Outperform | Mar 16, 2022

Figure 12 summarizes recent prices for various rare earth oxides. We have converted pricing from Euros to Canadian dollars
using an exchange rate of 1.39 Canadian dollars per Euro.
Figure 14: REE Prices

Source: Institute of Rare Earths and Metals AG and Noble Capital Markets Inc.
Permanent magnets made of rare earth materials are critical components of electric vehicles and wind turbines, along with
other communication and defense technologies. Neodymium and praseodymium (LREEs) are critical materials in the
manufacturing of neodymium-iron-boron (NdFeB) magnets which have among the highest magnetic strength among
commercially available magnets and promote high energy density and efficiency in energy technologies. They are often
referred to as NdPr magnets because they generally contain about one-third neodymium of which some of that can be replaced
by praseodymium. Electric vehicles use up to 3 kilograms of NdFeB magnets in their motors and, according to Defense Metals’
corporate presentation, every 10 million new electric vehicles require ~10,000 tonnes of additional neodymium or 20% of the
current annual global supply. Demand for REEs is expected to benefit from continued deployment and adoption of wind
turbines and electric vehicles and could lead to supply and demand imbalances. While REEs are used for a variety of
applications, the highest value REEs are neodymium and praseodymium which currently drive the value of mixed rare earth
concentrates and precipitates.
Valuation
We have initiated coverage of Defense Metals Corporation with an Outperform rating and a price target of US$0.70 or C$0.90
per share. Our price target assumes a 24-month time horizon and our valuation is based on a discounted cash flow
methodology. We have based our model on base case assumptions in the company’s preliminary economic assessment with a
few key differences. First, we have assumed equity issuance during the period leading up to the feasibility study to fund
exploration and evaluation expenditures and ongoing expenses. Second, we have assumed REE prices that are 20% higher
than the base case due to our favorable outlook for demand and pricing. Currently, neodymium and praseodymium prices are
roughly 50% higher than prices used in the PEA. Third, we have employed a 15% discount rate instead of the 8% base case
rate due to the relatively early stage of the Wicheeda project and uncertainties related to advancing the project to production.
Rather than adjusting our price target to reflect a multiple of net asset value, we have risk-adjusted our price target with our
discount rate.
Some of the key assumptions that we have incorporated into our mining model include: 1) average life of mine rare earth oxide
(REO) prices of C$8.78 or US$6.91/kg TREO in flotation concentrate and C$21.40 or US$16.85/kg TREO in mixed REE
carbonate precipitates, 2) an average recovery rate of 43%, 3) average annual rare earth oxide (REO) production of 25,423
tonnes, 4) net smelter returns royalty of 2.0% on Wicheeda life of mine production, 5) life of mine sustaining capital
expenditures of C$408.6 million per year, and 5) reclamation costs of C$122.2 million.
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We have assumed the mine begins commercial operations in 2029. For open pit operations, we have assumed a strip ratio of
1.75x. We have assumed an initial capital cost of C$440.1 and C$390.3 million for the hydrometallurgical plant. Our mining
model is for the periods 2026 through 2045. Free cash flows (operating cash flow minus capital expenditures) for fiscal years
2023 through 2045 were discounted using a 15% discount rate. We projected negative free cash flow for years 2023 through
2030.
We assumed the company would finance the initial capital expenditures using a 60% debt and 40% equity mix of financing and
that the company is able to fund 75% of the cost of the hydrometallurgical plant from cash flow generated from the sale of
concentrate. Our valuation reflects fully diluted shares outstanding, including shares issued to finance construction of the mine.
We do not include the debt in our valuation given that we assume it gets paid off in five years beginning in 2029 following
commencement of commercial operations and thus reduced the present value of the cash flows. We have made many
assumptions which will likely be subject to change over time as information is updated.
Our price target of US$0.70 or C$0.90 per share is based on a present value of cash flows amounting to C$349.7 million, cash
of C$2.6 million, no debt, and fully diluted shares outstanding of 400.8 million.
Summary of Financial Performance
For the three and nine months ended December 31, 2021, the company generated net losses of C$251,726, or C$(0.00) per
share and C$1,863,880, or C$(0.02) per share, respectively. From a cash flow perspective, net change in cash for the nine
months ended December 31, 2021, increased C$81,681. Cash flows used in operating activities amounted to C$1,591,667,
while cash flows used in investing activities were C$2,851,563. Cash flows from financing activities amounted to C$4,524,911.
Capital Structure and Liquidity
As of December 31, 2021, Defense Metals reported working capital of C$953,774, including cash of C$931,147 and no debt.
Shares outstanding were 81,303,939.
As of February 3, 2022, there were 160,591,221 common shares issued and outstanding. On a fully diluted basis, the company
had 199,639,154 shares outstanding, including 15,466,333 incentive stock options and 23,581,600 share purchase warrants.
The increase in common shares issued and outstanding compared to the quarter ended December 31, 2021 is attributed to
shares issued associated with the acquisition of Spectrum Mining Corporation, which was announced on January 14, 2022 and
resulted in Defense Metals owning 100% of the Wicheeda REE project. Management and insiders own approximately 5% of the
company's outstanding shares.
Corporate Governance
Defense Metals has assembled an all-star team to advance its Wicheeda REE project. In addition to a management team that
brings significant industry and governance experience, the company benefits from an accomplished board of directors that offer
a broad array of experiences that are directly relevant to advancing Wicheeda through to production. Management also benefits
from an impressive roster of strategic advisors that are available to provide advice and counsel on a range of matters.
Mr. Craig Taylor, CEO and Director, has been instrumental in building out the company and advancing the Wicheeda project
from the exploration phase to the recently completed preliminary economic assessment in a short time frame. From 2006 until
2016, Mr. Taylor was a director of Advantage Lithium Corp., a publicly traded exploration company. During his career, Mr.
Taylor has served as a director and officer of several other public companies engaged in mineral exploration and development.
Dr. Luisa Moreno, President and Director, is a leading expert on rare earths and has co-authored a book on mineral processing
and project financing and authored several advanced industry and technical reports. She currently serves as Chief Executive
Officer of Graphano Energy Ltd. and Managing Director of Tahuti Global Inc., a company she founded. Dr. Moreno has held
positions as a senior analyst at Toronto-based investment banks and as an investment research analyst at a global investment
research firm. Dr. Moreno earned a PhD in Materials Science and Mechanics from Imperial College in London.
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Mr. Ryan Cheung, Chief Financial Officer and Director is a Chartered Professional Accountant (CPA) and Chartered
Accountant (CA) and provides accounting, management, securities regulatory compliance services to private and publicly listed
companies. Mr. Cheung earned a Bachelor of Commerce degree from the University of Victoria and is a member of the
Chartered Professional Accountants of British Columbia.
Mr. Kristopher Raffle, Professional Geologist and Director, serves as the Qualified Person for the company. Mr. Raffle also
serves as a board director of New Placer Dome Gold Corp. He is a Partner and Principal Geologist with APEX Geoscience Ltd.,
a geologic consulting firm. Mr. Raffle has over 20 years of experience conducting property evaluation, exploration data analysis,
exploration program design, and geological modeling.
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Company Profile Defense Metals is an exploration and development stage company engaged in the acquisition and
exploration of mineral properties whose flagship project is the 100%-owned Wicheeda rare earth elements deposit located near
Prince George, British Columbia, Canada. Rare earth elements are used in the electric power market, defense industry,
national security sector, and in the production of green energy technologies. Rare earth elements are used in magnets in wind
turbines and in permanent magnet motors for electric vehicles. The company’s shares trade on the TSX Venture Exchange in
Canada under the symbol “DEFN,” on the OTCQB in the United States under the symbol “DFMTF,” and on the Frankfurt
Exchange in Germany under the symbol “35D”.
Fundamental Analysis - 3.0/5.0 Checks
Our fundamental assessment rating, separate from our investment rating and valuation, is based on five attributes. Our
fundamental rating is 3.0 checks out of 5.0 checks which falls within our “Average” rating. Defense Metals’ seven-member
board of directors is comprised of three independent directors and four from management. Our rating reflects the fact that the
company is not generating revenues or operating cash flow. The company has published a NI 43-101 Preliminary Economic
Assessment of its Wicheeda REE project that is in a favorable mining jurisdiction and benefits from well-developed
infrastructure. While Defense Metals has no debt, it will need to secure funding to advance development of the Wicheeda REE
project. For further explanation of our fundamental analysis, refer to the disclosures at the end of this report.

Valuation Summary
We rate the shares of Defense Metals as Outperform with our price target of US$0.70 or C$0.90 per share. Our valuation is
based on a discounted cash flow analysis. We have used a discount rate of 15% to reflect the need for a higher risk premium
based on the company’s small size, lack of revenue or operating income, and need for funding to advance its growth initiatives.
Rather than adjusting our price target to reflect a multiple of net asset value, we have risk-adjusted our price target with our
discount rate.
Investment Risks
Investment risks include but are not limited to: 1) Defense Metals’ failure to identify economic mineral resources, 2)
uncertainties associated with the availability and costs of future financing, 3) changes in capital market and macroeconomic
environments, 4) fluctuations in exchange rates, 5) changes in supply and demand fundamentals for rare earth elements, 6)
delays in the development of projects, and 7) the potential for operating and financing costs to vary from management
expectations.
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GENERAL DISCLAIMERS
All statements or opinions contained herein that include the words "we", "us", or "our" are solely the responsibility of Noble Capital Markets, Inc. ("Noble") and
do not necessarily reflect statements or opinions expressed by any person or party affiliated with the company mentioned in this report. Any opinions expressed
herein are subject to change without notice. All information provided herein is based on public and non-public information believed to be accurate and reliable,
but is not necessarily complete and cannot be guaranteed. No judgment is hereby expressed or should be implied as to the suitability of any security described
herein for any specific investor or any specific investment portfolio. The decision to undertake any investment regarding the security mentioned herein should
be made by each reader of this publication based on its own appraisal of the implications and risks of such decision.

This publication is intended for information purposes only and shall not constitute an offer to buy/sell or the solicitation of an offer to buy/sell any security
mentioned in this report, nor shall there be any sale of the security herein in any state or domicile in which said offer, solicitation or sale would be unlawful prior
to registration or qualification under the securities laws of any such state or domicile. This publication and all information, comments, statements or opinions
contained or expressed herein are applicable only as of the date of this publication and subject to change without prior notice. Past performance is not
indicative of future results.

Noble accepts no liability for loss arising from the use of the material in this report, except that this exclusion of liability does not apply to the extent that such
liability arises under specific statutes or regulations applicable to Noble. This report is not to be relied upon as a substitute for the exercising of independent
judgement. Noble may have published, and may in the future publish, other research reports that are inconsistent with, and reach different conclusions from,
the information provided in this report. Noble is under no obligation to bring to the attention of any recipient of this report, any past or future reports. Investors
should only consider this report as single factor in making an investment decision.

IMPORTANT DISCLOSURES
This publication is confidential for the information of the addressee only and may not be reproduced in whole or in part, copies circulated, or discussed to
another party, without the written consent of Noble Capital Markets, Inc. ("Noble"). Noble seeks to update its research as appropriate, but may be unable to do
so based upon various regulatory constraints. Research reports are not published at regular intervals; publication times and dates are based upon the analyst's
judgement. Noble professionals including traders, salespeople and investment bankers may provide written or oral market commentary, or discuss trading
strategies to Noble clients and the Noble proprietary trading desk that reflect opinions that are contrary to the opinions expressed in this research report.

The majority of companies that Noble follows are emerging growth companies. Securities in these companies involve a higher degree of risk and more volatility
than the securities of more established companies. The securities discussed in Noble research reports may not be suitable for some investors and as such,
investors must take extra care and make their own determination of the appropriateness of an investment based upon risk tolerance, investment objectives and
financial status.

Company Specific Disclosures
The following disclosures relate to relationships between Noble and the company (the "Company") covered by the Noble Research Division and referred to in
this research report.
The Company in this report is a participant in the Company Sponsored Research Program ("CSRP"); Noble receives compensation from the Company for such
participation. No part of the CSRP compensation was, is, or will be directly or indirectly related to any specific recommendations or views expressed by the
analyst in this research report.
Noble intends to seek compensation for investment banking services and non-investment banking services (securities and non-securities related) within the
next 3 months.
Noble is not a market maker in the Company.

Defense Metals Corp. (DFMTF) | Current Price: $0.25 | Outperform | Mar 16, 2022

FUNDAMENTAL ASSESSMENT
The fundamental assessment rating system is designed to provide insights on the company's fundamentals both on a macro level, which incorporates a
company's market opportunity and competitive position, and on a micro/company specific level. The micro/company specific attributes include operating &
financial leverage, and corporate governance/management. The number of check marks that a company receives is designed to provide a quick reference and
easy determination of the company's fundamentals based upon the following five attributes of the company (weighting reflects the importance of each attribute
in the overall scoring of company’s fundamental analysis):

Attribute

Weighting

Corporate Governance/Management

20%

Market Opportunity Analysis

20%

Competitive Position

20%

Operating Leverage

20%

Financial Leverage

20%

For each attribute, the analysts score the company from a low of zero to a high of ten based upon the analysis described below. The final rating and resulting
check marks is a result of dividing the overall score (out of 100%) by ten.

Score

Checks

Superior

Rating

9.1 to 10

Five Checks

Superior

8.1 to 9

Four & A Half Checks

Above Average

7.1 to 8

Four Checks

Above Average

6.1 to 7

Three & A Half Checks

Average

5.1 to 6

Three Checks

Average

4 to 5

Two & A Half Checks

Below Average

3 to 3.9

Two Checks

Below Average

2 to 2.9

One & A Half Checks

Low Quality

0 to 1.9

One Check

While these are the attributes currently used for the analyst's fundamental analysis, the attributes and weighting may be reviewed, updated with additional
attributes, and/or changed in the future based on discussions with the analysts and recommendations from the Director of Research.

Following is the description of each attribute in the fundamental analysis.

Corporate Governance/Management
We believe that a review of corporate governance and assessment of the senior management are important tools to determine investment merit. Good
corporate governance aligns management with the interests of stakeholders. As such, analysts are to rank the company on the basis of good corporate
governance principles that may include rules and procedures, board composition and staggered term limits, rights and responsibilities, corporate objectives,
monitoring of actions and policies, and accountability. In addition, analysts will assess issues with controlling shareholders and whether decisions have been
made in the past that were in the interests of all shareholders. In addition, management will be assessed based on industry experience, expertise, and/or track
record.

High ranking example: Board and management that is aligned with the interests of shareholders with incentives based on stock price appreciation and with an
experienced management team known for exceptional shareholder returns.

Low ranking example: Concentrated ownership without independent directors that do not necessarily align with all shareholders' interests.

The Market Opportunity Analysis
In this review, the analyst assesses the company's macro environment as a measure of understanding the industry. Factors considered include the size and
growth potential of the industry under various economic conditions, the emerging demands in the market, technological benefits/disruptions, competition,
geographical opportunities, and customer demands/needs, and an assessment of supply and distribution channels. In addition, the analyst will review legal and
regulatory trends, as well as potential shifts in consumer or social behavior and natural environment changes.

High rank example: A company in an industry that is growing revenues well above GDP rates (which are on average 2% plus) and/or may have unmet or underserved needs in a rapidly growing market opportunity.

Low rank example: A mature industry that is in secular decline and likely to grow below GDP rates.
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Competitive Position
The evaluation of the company's competitive position is another macro environment attribute designed to measure the relevance, market share, position and
value proposition, and sustainable differentiations of the company and its products/services within its industry. Ease of entry into the industry and the ability of
other well-funded players to potentially enter the market would be determined. As such, the assessment would consider the company's strengths and
advantages of its products/services against weaknesses and limitations. This may include the company's current brand awareness, pricing and cost structure,
current market strategies and geographic penetration that may affect demand for its products/services. In addition, the company's competitors would be
evaluated.

High rank example: An analyst would consider the company's product to be superior to its competitors and that should allow the company to gain market share.

Low rank example: A company with a "me-too" product that does not have any significant technology advantages in an industry that has low barriers to entry.

Operating Leverage
Simplistically, operating leverage is determined by the operating income relative to changes in revenue. The analyst will calculate the impact on sensitivity on
gross margins and variable costs to determine operating leverage. The analyst will take into account the ability of the company to cut fixed and variable costs in
a challenged revenue environment and technological changes that may impact operating expenses. In addition, the analyst is to assess corporate strategies
that include capital investment, which may be required for sustainable revenue growth, marketing expenses, and the company's ability to attract and retain
talent and/or employees. The analyst should focus on the revenue opportunity and determine the price elasticity of demand for the company's products or
services. In other words, the analyst is to rank the company based on improved operating margins going forward on an absolute and relative basis.

High rank example: A company that has improving margins for the foreseeable future, with significant price elasticity.

Low rank example: A company that is in a challenged revenue environment with a fixed cost structure and limited ability to cut costs, indicating an outlook for
declining margins.

Financial Leverage
A strict definition of financial leverage is total debt divided by total shareholder's equity. Financial leverage analysis is to determine the company's ability to
improve shareholder value by means of utilizing its balance sheet to grow organically or to acquire assets. Analysts may look at the company's debt to cash
flow leverage ratio, interest coverage ratios, or debt to equity ratios. In addition, the interest rate environment and the outlook for interest rates are a factor in
determining the company's ability to manage financial leverage. Finally, the analyst is expected to determine the ability to service the debt given the industry
and/or company profile, such as cyclicality, barriers to entry, history of bankruptcy, consistency in revenue and profit growth, or predictability in sales and profits
and large cash reserves. The analyst is expected to take into account capital intensity of the company and the anticipated of capital allocation decisions.

High rank example: A company with predictable and growing revenue and cash flow with modest debt levels. This may indicate that the company could improve
shareholder value through growth investments, including acquisitions, using debt financing.

Low rank example: A company in a cyclical industry in a late stage economic cycle that has above average debt leverage and is in an industry that has a history
of financial challenges, including bankruptcies.

ANALYST CREDENTIALS, PROFESSIONAL DESIGNATIONS, AND EXPERIENCE
Senior Equity Analyst focusing on Basic Materials & Mining. 20 years of experience in equity research. BA in Business Administration from Westminster
College. MBA with a Finance concentration from the University of Missouri. MA in International Affairs from Washington University in St. Louis.
Named WSJ 'Best on the Street' Analyst and Forbes/StarMine's "Best Brokerage Analyst."
FINRA licenses 7, 24, 63, 87.
Full Bio & Coverage List

CONTINUING COVERAGE
Unless otherwise noted through the dropping of coverage or change in analyst, the analyst who wrote this research report will provide continuing coverage on
this company through the publishing of research available through Noble Capital Market's distribution lists, website, third party distribution partners, and through
Noble’s affiliated website, channelchek.com.
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WARNING
This report is intended to provide general securities advice, and does not purport to make any recommendation that any securities transaction is appropriate for
any recipient particular investment objectives, financial situation or particular needs. Prior to making any investment decision, recipients should assess, or seek
advice from their advisors, on whether any relevant part of this report is appropriate to their individual circumstances. If a recipient was referred to by an
investment advisor, that advisor may receive a benefit in respect of transactions effected on the recipients behalf, details of which will be available on request in
regard to a transaction that involves a personalized securities recommendation. Additional risks associated with the security mentioned in this report that might
impede achievement of the target can be found in its initial report issued by . This report may not be reproduced, distributed or published for any purpose
unless authorized by .

RESEARCH ANALYST CERTIFICATION
Independence Of View
All views expressed in this report accurately reflect my personal views about the subject securities or issuers.

Receipt of Compensation
No part of my compensation was, is, or will be directly or indirectly related to any specific recommendations or views expressed in the public appearance and/or
research report.

Ownership and Material Conflicts of Interest
Neither I nor anybody in my household has a financial interest in the securities of the subject company or any other company mentioned in this report.

% OF SECURITIES COVERED

% IB CLIENTS

Outperform: potential return is >15% above the current price

NOBLE RATINGS DEFINITIONS

96%

30%

Market Perform: potential return is -15% to 15% of the current price

7%

3%

Underperform: potential return is >15% below the current price

1%

0%

NOTE: On August 20, 2018, Noble Capital Markets, Inc. changed the terminology of its ratings (as shown above) from "Buy" to "Outperform", from "Hold" to
"Market Perform" and from "Sell" to "Underperform." The percentage relationships, as compared to current price (definitions), have remained the same.

Additional information is available upon request. Any recipient of this report that wishes further information regarding the subject company or the disclosure
information mentioned herein, should contact Noble Capital Markets, Inc. by mail or phone.

Noble Capital Markets, Inc.
150 E Palmetto Park Rd, Suite 110
Boca Raton, FL 33432
561-994-1191

Noble Capital Markets, Inc. is a FINRA (Financial Industry Regulatory Authority) registered broker/dealer.
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