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Ambershaw Metallics 
A Super-Premium Metallic Feedstock Project 

 
 
Legacy Hill Resources’ subsidiary, Ambershaw Metallics, Inc. (“AMI”), will produce high-
grade iron ore pellets to supply North American steelmakers, and in-turn the North American 
steel market.  
 
Steel Production 
 
Steel is fundamental to modern society, representing almost 95 percent of all metal used each 
yearii, and its demand is forecasted to grow further, with finished steel consumption expected 
to grow by 1.2% by 2023, and DRI consumption forecasted to grow by 6% globally by 2020i.  
 
Steel is made using either a Blast Furnace or an Electric Arc Furnace (“EAF”); North American 
steelmakers predominantly utilise EAFs, which can use, in any ratio, both scrap steel and Direct 
Reduced Iron (“DRI”) as feedstock. By contrast, Blast Furnaces, which use a blend of iron ore, 
coke and limestone, have historically been widespread in other countries, including China and 
India. DRI can also be used in Blast Furnaces, where it significantly increases production yields, 
by up to 20%, and significantly reduces both raw material usage and CO2 generation. 

 
EAFs have historically had higher operating costs than Blast Furnaces; however, the increasing 
availability of good-quality scrap and lower energy costs following the U.S. shale gas boom has 
meant that the EAF’s cost of production has started to fall. This, coupled with the reduced 
amount of emissions produced by an EAF, means that EAF’s are becoming increasingly more 
common and steel production is expected to significantly shift in favour of EAF’s from Blast 
Furnaces. 

 
This shift is leading to increased levels of demand for DRI and DR-grade pellets, both of which 
are becoming increasingly supply-constrained. Ambershaw’s production of DR-grade pellets 
will take advantage of this. 
 
Iron Ore – all iron ore is not equal 
 
Iron, when compared to other minerals, is not rare, comprising about 5% of the Earth’s crustii; 
however, the vast majority of deposits are not economic due to the grade (iron ore content) or 
location. Iron ore is a bulk commodity, and the upfront capital expenditure required to build a 
project determines whether a project is economic or not. 
 
Iron comes in a range of grades from as low as 55% Fe to as high as 69% Fe. The higher the 
Fe content, the higher the price. Lower grade iron must undergo a higher degree of processing 
before it can be used for steel making.  Importantly, higher grade iron ore significantly increases 
productivity for steel makers. 
 
The productivity gains derived from high grade iron ore means that it commands a premium 
and there is increasing inter-grade price divergence.  
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In addition to this, iron ore pellets command a further premium with DR-grade pellets being 
at the top of the pricing ladder. 
 
By way of illustration Iron ore is typically priced with reference to the 62% Fe China CFR 
Fines benchmark, which in November 2018 was US$69.25per dry metric tonne (“dmt”). In 
contrast, 65% was then priced at US$96.55/dmt, an increase of over US$27 per dmt for the 
increase in Fe content. 
 
DR-grade pellets are priced in the following way: 

1. Base of 62 Fe China CFR price; plus 
2. Quality adjustment from 62% Fe to 68% Fe; plus/minus 
3. Net back/net forward for freight; plus 
4. DR pellet premium 

 
The DR pellet premium tends to be opaque and negotiated directly between suppliers and 
users and often reflects the bespoke nature of many pellet products. 
 
Why are pellets so sought after? 
 
The DRI process requires certain type of high-quality iron ore. The DR process does not form 
a liquid slag in the way a blast furnace does, and so impurities are concentrated rather than 
removed. Therefore, only high-purity, low-gangue iron ore can be used. In order to achieve 
target DRI quality, pellet feedstock of at least 67% Fe is required. 
 
DR pellet supply has always been constrained as it is a niche product and has been ignored in 
the rush to supply low grade iron ore to China. In addition, much of the available iron ore is 
not capable of being upgraded to the required level. 
 
Most DR pellet production is done by captive plants. Merchant supply of DR pellets is 
restricted to a few specialist producers who have limited output and are geographically 
scattered. This scarcity is expected to last for a significant period of time and has accounted for 
a rising DR pellet premium. In addition the bespoke nature of DR pellets, which are often 
tailored to the requirements of specific steel makers, further restricts supply. 
 
About Ambershaw Metallics 
 
Ambershaw is a world-class DR-grade pellet project, located in Ontario province. It has 
excellent geology, excellent transport links and lies in close-proximity to its key markets in 
Canada and the USA. It is working closely with North American steel producers to develop a 
menu of high-quality metallic feedstock products, including both concentrate and high-value 
pellets.  
 
In a world of declining-quality iron ore supply, our magnetite resources and leading-edge 
processing technology will allow us to supply premium products to the steel industry throughout 
North America. 
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To learn more about Legacy Hill Resources and Ambershaw Metallics, visit our websites at 
www.legacyhillresources.com and www.ambershaw.ca or contact us at 
info@legacyhillresources.com  

i Source: Wood Mackenzie 
ii Source: Essentials of Geology by Frederick K. Lutgens and Edward J. Tarbuck 

                                                        


