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MP Materials Corp. (“MP” or the “Company”) owns and operates the Mountain Pass mine in California.  Shenghe 

Resources Holdings Co., Ltd. (“Shenghe”) (CH: 600392) is a publicly traded Chinese state-owned rare earth metals 

refiner and producer who co-invested alongside JHL Capital Group LLC (“JHL”) and QVT Financial LP (“QVT”) 

(all three parties collectively “MP Insiders”) to buy the Mountain Pass mine out of bankruptcy in 2017.   

 

Shenghe is a MP related party, owns 8% of MP shares, and is MP’s ~100% customer who had rights to 100% of MP’s 

production and 100% of MP’s net income until Shenghe fully recouped its investment. 

 

We believe that since 2Q’21, MP and Shenghe executed an abusive transfer price manipulation scheme whereby 

Shenghe overpaid for MP concentrates to artificially inflate MP’s profits. The 2021 scheme conveniently coincided 

with the SPAC insider lock-up expiration so that MP Insiders could sell MP stock at artificially inflated prices.  

 

As a result, Shenghe’s profits collapsed, MP’s profits soared, and MP Insiders dumped US$ 400+ million worth 

of MP stock in 2021 (this figure may increase as we await Shenghe’s yearly reported changes to MP shareholdings).  

 

Evidence of transfer mispricing first appeared in 2Q’21 Chinese Customs records and Shenghe’s Chinese quarterly 

result segment disclosures.  Chinese Customs records show 2Q’21 was the first time that Shenghe paid MP above 

market price as compared to Shenghe’s reported resale price.  Shenghe’s Chinese filings show that in 2Q’21 & 3Q’21, 

Shenghe’s gross margins collapsed to 4% and 0.3%, respectively, down from ~25-30% on average since 2018.  

 

Results from a 3Q’19 German academic economic feasibility study concluded that MP’s ore is not economically 

viable to harvest for rare earth metals while 12 of the 13 other well known rare earth mines outside of China are 

economically feasible at today’s current market prices.  

 

A bill of lading filed on January 21, 2022 with the US Customs Office disclosed that MP purchased from a Shenghe 

subsidiary 19,614 kg of “bastnasite concentrate hts 253090” shipped from Shanghai China to Long Beach California, 

USA.   MP’s business is to dig up California soil and export bastnasite concentrates to China. MP does not disclose 

anywhere in its SEC filings about processing third party bastnasite concentrate samples from third party mines in 

Mountain Pass California. So why did MP import bastnasite concentrates from China to California? We can only 

speculate:  potential returned product or potential round-tripped inventory? 

 

MP resold Molycorp’s failed “mine to magnets” downstream investment strategy to raise capital during a time of 

heightened EV adoption interest which resulted in unrealistic future profitability estimates from Wall Street analysts.   

 

We are short MP and think that its stock is going lower.   

Company:  MP Materials Corp.   NYSE:  MP   
Industry:       Mining     URL:  https://mpmaterials.com/  

Price (2/2/22 close):  US$ 39.36/share  Market Cap: ~US$ 8 billion 

https://mpmaterials.com/
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CHINESE CUSTOMS RECORDS SHOW OVERPAYMENT FROM SHENGHE TO MP 

 

In 2Q’21 & 3Q’21, evidence shows that Shenghe paid MP above market prices as compared to Shenghe’s reported 

resale price to independent third parties. As a result, Shenghe’s segment profits collapsed and MP’s profits soared. 

 

Shenghe’s Chinese filings disclosed key performance indicators about its rare earth metal concentrate segment 

including gross profits from rare earth concentrate tonnage bought from MP.  The General Administration of Customs, 

PRC reports online the amount of various imports and exports for different products (http://43.248.49.97/).  

 

 
Source: http://www.customs.gov.cn/customs/syx/index.html  

 

MP is currently the only exporter of rare earth concentrates from the US which means 100% of rare earth concentrate 

shipments from the US to China are MP concentrates shipped from MP to Shenghe. Chinese Customs records include 

imported weight and total shipped value which we used to calculate price per metric ton (“MT”) paid by Shenghe to 

MP.  Starting in 2Q’21, Chinese Customs data and Shenghe’s filings revealed that Shenghe’s import cost per MT of 

rare earth concentrates exceeded Shenghe’s reported sales price suggesting Shenghe overpaid for MP concentrates.   

 

 

 
*Note: Chinese Customs data was reported in RMB, negating the effects of FX changes.  Inventory balance as of FYE’20 was less than 5% of the 

amount sold in 1Q’21, indicating that the time difference between when the concentrates were imported and sold by Shenghe was small. 

Source: Shenghe Filings, Chinese Customs Data  http://43.248.49.97/  

Chinese Customs Import Data vs Shenghe Disclosed Segment Revenue

2019 1Q2020 2Q2020 3Q2020 4Q2020 1Q2021 2Q2021 3Q2021

Import amount of rare-earth ore 

from US (MT)
46,149.25 23,088.10 14,586.00    11,366.27    22,366.50    22,171.50    13,386.50    20,338.50    

Import cost of rare-earth ore from 

US (RMB'000)
414,788    214,760    148,908       137,360       308,685       444,725       370,492       564,063       

Import price per MT (RMB) 8,987.98 9,301.75 10,208.95 12,084.86 13,801.24 20,058.43 27,676.51 27,733.77 

Shenghe disclosed revenue per 

MT (RMB)
13,917.76 11,249.58 16,573.49    15,679.79    17,449.07    23,946.99    25,857.51    27,250.18    

% Difference 35.4%     17.3%     38.4%       22.9%       20.9%       16.2%       (7.0%)        (1.8%)        
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http://www.bonitasresearch.com/
http://43.248.49.97/
http://www.customs.gov.cn/customs/syx/index.html
http://43.248.49.97/
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MP ARTIFICIALLY INFLATED PROFITS FROM RELATED PARTY DEALINGS 

 

In 2021 Shenghe’s segment profits collapsed while MP’s profits increased. 

 

Shenghe’s Chinese filings revealed normalilzed segment gross profits of ~20-30% from 2018 through 1Q’21.  

 

In 2Q’21 and 3Q’21, Shenghe’s gross profits collapsed to 4% and 0.3% respectively, while MP’s margins achieved 

new highs as Shenghe overpaid for MP concentrates.  

 

 

 
Source: Shenghe Filings, MP Filings (see Source Appendix) 

 

 

 

 

  

http://www.bonitasresearch.com/
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INDEPENDENT STUDY FOUND MOUNTAIN PASS OXIDE ECONOMICALLY UNVIABLE  

 

In September 2019, an economic feasibility study published by researchers at RWTH Aachen University in Germany 

assessed rare earth ore mining outside of China (the “German Study”).  

 

The German Study was conducted to objectively compare fourteen (14) advanced rare earth projects outside of China 

to get a detailed picture of the economic viability of possible rare earth mining outside of China.   

 

The German Study found that MP’s ore was not economically viable to harvest for rare earth metals while 12 of 13 

other well known rare earth mines outside of China are economically feasible near today’s current market prices.  

 

As of 3Q’21, Lynas Rare Earths, Ltd. (ASX: LYC) (“Lynas”), a publicly listed Australian rare earth oxide (“REO”) 

producer, operates the Mount Weld mine and recently reported REO average selling prices within the German Study’s 

price assumption range suggesting to us that the German Study is applicable to today’s rare earth prices.1 

 

The German Study modeled the economic value of each rare earth project under multiple price and cost of capital 

assumptions.  In each case, Mountain Pass was ranked the least desireable mine for rare earth metals because MP’s 

ore content is so low in high-value critical rare earth metals such as Dysprosium, Neodymium, Europium, Terbium, 

and Yttrium.   

  

 
Source: https://www.mdpi.com/2075-163X/9/10/576 

 
1 Lynas December 2021 quarterly report  https://wcsecure.weblink.com.au/pdf/LYC/02476773.pdf  

http://www.bonitasresearch.com/
https://www.mdpi.com/2075-163X/9/10/576
https://www.mdpi.com/2075-163X/9/10/576
https://wcsecure.weblink.com.au/pdf/LYC/02476773.pdf
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Source: The German Study  https://www.mdpi.com/2075-163X/9/10/576 

 

  

http://www.bonitasresearch.com/
https://www.mdpi.com/2075-163X/9/10/576
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US CUSTOMS RECORDS SHOW SHIPMENTS FROM CHINA TO LONG BEACH?!? 

 

Why did Shenghe ship 19,614 kg of bastnasite concentrates from Shanghai to Long Beach?!? 

 

MP’s business is to take California dirt from the ground and process on-site concentrates for sale to China.   

 

MP does not process ore from other mines.   

 

MP sells MP concentrates made from Mountain Pass ore to Shenghe for sale to third party processors in China.  

 

Bills of lading are filed with the US Customs Office and include details about shipments in and out of the United 

States.  As expected, US Customs records reveal numerous shipments from USA to China (MP to Shenghe) since the 

MP mine was restarted in 2018.  

 

Unexpectedly, on January 21, 2022 a bill of lading was filed with the US Customs Office which showed that 19,614 

kg of “bastnasite concentrate hts 253090” was shipped by a Shenghe subsidiary from Shanghai China to Long Beach 

California, USA (Shenghe to MP).    

 

MP exports bastnasite concentrates from California to China.  So why did MP import bastnasite concentrates from 

China to California?!? 

 

 
Source: US Customs Records January 21, 2021 https://panjiva.com/Mp-Mine-Operations-Llc/42493524# 

 

 

 

 

 

http://www.bonitasresearch.com/
https://panjiva.com/Mp-Mine-Operations-Llc/42493524
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MP’s Amended and Restated Offtake Agreement dated May 19, 2020 listed Ningbo Ruiyu New Material Co. Ltd. (

宁波瑞昱新材料有限公司, “Ningbo Ruiyu”) as MP’s Chinese Distributor.2  

 

Shenghe disclosed that Ningbo Ruiyu is a 70% subsidiary.3    

 

Historically MP imported equipment and chemical reagents to process its own concentrates in California. Ten (10) 

previous shipments were made in 2019 from Ningbo Ruiyu to MP with a different commodity listed on the bill of 

lading: “collector 506c5.” 

 

 
Source: US Customs Records August 28, 2019 https://panjiva.com/Ningbo-Ruiyu-New-Material-Co-Ltd/60574026 

 

No shipments were made from Ningbo Ruiyu to MP in 2020 or 2021. On January 21, 2022, Ningbo Ruiyu shipped 

MP “bastnasite concentrate hts 253090” for the first time.  

 

MP does not disclose anywhere in its SEC filings about processing third party bastnasite concentrate mine samples in 

Mountain Pass California.  

 

So why is MP importing bastnasite concentrate from China?  

 

We can only speculate: potential returned product, potential round-tripped inventory?  

 
2 Source: MP A&R Offtake Agreement dated May 19, 2020 SEC Filings 

https://www.sec.gov/Archives/edgar/data/1801368/000119312520231672/d920830dex1015.htm  
3 Source: Shenghe 1H’21 Interim Report – p.154 http://static.sse.com.cn/disclosure/listedinfo/announcement/c/new/2021-08-21/600392_20210821_5_27YxDllY.pdf  

 

 

 

http://www.bonitasresearch.com/
https://panjiva.com/Ningbo-Ruiyu-New-Material-Co-Ltd/60574026
https://www.sec.gov/Archives/edgar/data/1801368/000119312520231672/d920830dex1015.htm
http://static.sse.com.cn/disclosure/listedinfo/announcement/c/new/2021-08-21/600392_20210821_5_27YxDllY.pdf
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US$ 400+ MILLION MP INSIDER SALES IN 2021 

 

QVT and James H. Litinsky (JHL founder and former Fortress alumni) did not have mining operational experience, 

rather relied on Shenghe to kickstart the mothballed Mountain Pass mine out of cold-idle bankrupt status.  

 

JHL and QVT have experience in the capital markets and decided to merge with a SPAC from Fortress (Litinsky’s 

former employer) to generate liquidity for MP Insiders.  

 

To monetize the scheme, MP Insiders sold stock immediately after the completed SPAC lock-up provision expired. 

 

MP and Shenghe’s abusive transfer pricing scheme was bolstered by favorable tailwinds.   

 

MP was fortunate on timing in Q4’20 and 1Q’21 with stocks at new all-time highs benefitting from rampant 

speculation, US government helicopter PPP loan policies, and the Fed’s loose lending terms.   

 

Shenghe was fortunate that valuable rare earth metal prices increased in 2021 which benefitted Shenghe’s primary 

operations so that Shenghe could absorb the losses generated by shifting profits to MP.  

 

In 2021, MP Insiders sold US$ 400+ million worth of MP stock between US$ 32-47/share at an average price of US$ 

35/share.  

 

 
Source: MP SEC Filings  

http://www.bonitasresearch.com/
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SHENGHE BENEFITS 

 

We believe that in May 2017 Shenghe entered its relationship with MP as a commercial third party trying to negotiate 

commercial terms for kickstarting a cold-idle mine out of bankruptcy with two capital groups from the USA.  MP 

used cash from Shenghe to purchase the Mountain Pass mine out of bankruptcy in 2017.   

 

Shenghe initially operated the mine and protected its initial investment with favorable terms for Shenghe such as gross 

profits recoupments, sales discounts, and entitlements to receive 100% of MP’s net income until Shenghe fully 

recouped its investment.4 

 

In June 2020, MP and Shenghe amended and restated their offtake agreement in preparation for a NYSE public listing 

making Shenghe’s incentive structure change to inflate MP stock.5  

 

In 4Q’20, MP’s stock traded higher and Shenghe was rewarded earnout shares valued at US$ 55 million (RMB 379 

million), equal to 74% of Shenghe’s 2020 reported net profits, boosting its income statement.   

 

 
Source: Shenghe 2020 Annual Report – p.175 

http://www.shengheholding.com/upload/files/%E7%9B%9B%E5%92%8C%E8%B5%84%E6%BA%902020%E5%B9%B4%E5%B9%B4%E5%B

A%A6%E6%8A%A5%E5%91%8A.pdf 
 

As of 2Q’21, Shenghe’s segment gross profit declined but its balance sheet assets soared by US$ 500+ million (RMB 

3.2 billion). Shenghe’s ownership of MP stock accounted for ~24% of Shenghe’s total assets as of FYE’20 & 1H’21, 

boosting its balance sheet. 

 

 
Source: Shenghe Chinese Filings 

 

The SEC considers Shenghe a foreign minority investor with under 10% ownership of MP, so Shenghe only has to 

disclose MP stock sales once a year, making it unclear whether Shenghe has sold MP stock yet.6  

 

Once Shenghe’s debts are repaid its offtake agreement terminates with MP.7  

 

By our calculation, Shenghe effectively recouped its investment by 3Q’21.  Shenghe was owed US$ 31 million in 

debt which was offset by Shenghe owing US$ 37.1 million in receivables to MP.   

 
4 Source: MP 3Q’21 10-Q – p. 24  https://www.sec.gov/ix?doc=/Archives/edgar/data/0001801368/000180136821000046/mp-20210930.htm  
5 Source: MP A&R Offtake Agreement Dated May 19, 2020  https://www.sec.gov/Archives/edgar/data/1801368/000119312520231672/d920830dex1015.htm  
6 https://www.sec.gov/interps/telephone/cftelinterps_reg13d-13g.pdf  
7 Source: MP 3Q’21 10-Q – p. 3  https://www.sec.gov/ix?doc=/Archives/edgar/data/0001801368/000180136821000046/mp-20210930.htm  

Shenghe MP Investment Value

RMB'000 2017 2018 2019 2020 1H2021

Book value of investment in MP 1                 1               1               2,879,132   3,266,113   

Reported total asset 8,351,106   8,791,493 9,449,492 12,106,339 13,666,350 

Investment in MP as % of reported total asset 0.0%         0.0%       0.0%       23.8%       23.9%       

 5.0%

 10.0%

 15.0%

 20.0%

 25.0%

 30.0%

2017 2018 2019 2020 1H2021

Investment in MP as % of Shenghe's reported total asset

Note: MP Mine Operations LLC (“MPMO”), in which the company has a shareholding, signed the 

"Agreement and Plan of Merger" with Fortress Value Acquisition Corp. (“FVAC”), a company listed on the 

NYSE and other relevant entities, in 2020…The company received the earnout shares on December 30, 2020, 

and confirmed the non-operating income of US$ 55,155,121.46 according to the closing price of $32.77 on 

that day, which is converted based on the 2020 average exchange rate of 6.8694 to RMB 378,882,591.36. 

http://www.bonitasresearch.com/
http://www.shengheholding.com/upload/files/%E7%9B%9B%E5%92%8C%E8%B5%84%E6%BA%902020%E5%B9%B4%E5%B9%B4%E5%BA%A6%E6%8A%A5%E5%91%8A.pdf
http://www.shengheholding.com/upload/files/%E7%9B%9B%E5%92%8C%E8%B5%84%E6%BA%902020%E5%B9%B4%E5%B9%B4%E5%BA%A6%E6%8A%A5%E5%91%8A.pdf
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001801368/000180136821000046/mp-20210930.htm
https://www.sec.gov/Archives/edgar/data/1801368/000119312520231672/d920830dex1015.htm
https://www.sec.gov/interps/telephone/cftelinterps_reg13d-13g.pdf
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001801368/000180136821000046/mp-20210930.htm
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FINAL THOUGHTS 

 

Since first prospected for gold in the 1860’s, the dirt at Mountain Pass has not changed.  Previously mined for lead, 

copper and zinc in the early 1900’s, then for uranium and radioactive materials post World War II, then for rare earth 

metals for consumer electronics since the 1980’s.8   

 

From 2010 to 2017 former Mountain Pass owner Molycorp Inc. (“Molycorp”) tried to incorporate downstream 

production of 99.9999% Neodymium oxides into their process without success.  Molycorp creditors learned the hard 

way, generating 99% losses, turning US$ 1.7 billion into US$ 21 million within 7 years trying to capitalize on increase 

global demand for electricification.   

 
Source: https://www.marketwatch.com/story/molycorp-files-for-bankruptcy-protection-2015-06-25-71032419  

 

The ultimate reason why so many previous operators have failed to generate profit mining Mountain Pass is because 

the mine’s reserves do not have enough valuable rare earth elements.   

 

MP raised capital from a SPAC merger and a US$ 690 million “green” convertible note due 2026 issued in 4Q’2020 

and 1Q’21 which provided MP with US$ ~1.18 billion cash as of 3Q’21.  We suspect that MP will burn through its 

cash balance at an exponential rate as MP attempts to bring back online Molycorp’s failed venture.  

 

We doubt significant independent third party demand exists for MP concentrates at the prices Shenghe paid MP.  If 

MP was to sell either MP concentrates or MP oxides to independent third parties, we would expect MP’s profits to 

plummet because MP’s ore content is too expensive to process.   

 

Since 2Q’21, evidence shows that Shenghe paid above market prices for MP concentrates which we think is part of 

an abusive transfer price manipulation scheme to artificially inflate MP’s reported 2021 profits. Investor interest 

increased in MP stock as MP’s gross profits benefitted while Shenghe’s segment gross profits plummeted in 2Q’21 & 

3Q’21.  

 

We think the way MP Insiders and Shenghe would monetize their investment is either 1) sell MP shares, 2) use MP 

shares as collateral for loans, or 3) withdraw MP cash via SG&A expenses or any future related party dealings.   

 

If the US Government is so concerned about rare earths as a “strategic material” it should consider 1) disallowing 

shipments of US soil to China, and 2) terminate US Government funding contracts to companies primarily operated 

by Chinese State Owned Enterprises to protect US interests in trade secrets and advanced technological intellectual 

property.9  

 

MP resold Molycorp’s failed “mine to magnets” downstream investment strategy to raise capital during a time of 

heightened EV adoption interest which resulted in unrealistic future profitability estimates from Wall Street analysts.   

 

We are short MP and think that its stock is going lower.  

 
8Source: US Government Department of the Interior Geological Survey Professional Paper 261 dated 1954 https://pubs.usgs.gov/pp/0261/report.pdf  
9 Source: US DOD Awards Announcement https://www.defense.gov/News/Releases/Release/Article/2418542/dod-announces-rare-earth-element-awards-to-

strengthen-domestic-industrial-base/  

http://www.bonitasresearch.com/
https://www.marketwatch.com/story/molycorp-files-for-bankruptcy-protection-2015-06-25-71032419
https://pubs.usgs.gov/pp/0261/report.pdf
https://www.defense.gov/News/Releases/Release/Article/2418542/dod-announces-rare-earth-element-awards-to-strengthen-domestic-industrial-base/
https://www.defense.gov/News/Releases/Release/Article/2418542/dod-announces-rare-earth-element-awards-to-strengthen-domestic-industrial-base/
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DISCLAIMER 
 

We are short sellers. We are biased. So are long investors. So is MP Materials, Inc. (MP). So are the banks that raised money for MP Materials, 

Inc. (MP).  If you are invested (either long or short) in MP, so are you. Just because we are biased does not mean that we are wrong. We, like 

everyone else, are entitled to our opinions and to the right to express such opinions in a public forum. We believe that the publication of our 

opinions about the public companies we research is in the public interest.  

 

This report and all statements contained herein are the opinion of Bonitas Research LLC (“Bonitas”), a Texas limited liability company, and are 

not statements of fact. Our opinions are held in good faith, and we have based them upon publicly available evidence, which we set out in our 

research report to support our opinions. We conducted research and analysis based on public information in a manner that any person could have 

done if they had been interested in doing so. You can publicly access any piece of evidence cited in this report or that we relied on to write this 

report. Think critically about our report and do your own homework before making any investment decisions. We are prepared to support everything 

we say, if necessary, in a court of law.  

 

To the best of our ability and belief, all information contained herein is accurate and reliable, and has been obtained from public sources we believe 

to be accurate and reliable, and who are not insiders or connected persons of the stock covered herein or who may otherwise owe any fiduciary 

duty or duty of confidentiality to the issuer. As is evident by the contents of our research and analysis, we expend considerable time and attention 

in an effort to ensure that our research analysis and written materials are complete and accurate. We strive for accuracy and completeness to 

support our opinions, and we have a good-faith belief in everything we write, however, all such information is presented “as is,” without warranty 

of any kind– whether express or implied.  

 

As of the publication date of our reports, Bonitas and Bonitas related persons (along with or through its principles, officers, directors, employees, 

members, clients, investors, consultants and/or agents) have a short position in the stock (and/or options, swaps, and other derivatives related to 

these securities) and therefore will realize significant gains if the price of such securities decline.  Bonitas and Bonitas related persons are likely 

to continue to transact in these securities for an indefinite period after initial publication of this report, and such position(s) may be long, short, or 

neutral at any time hereafter regardless of our initial position(s) or investment opinion.  

 

You agree that use of Bonitas reports is at your own risk. You should do your own research and due diligence before making any investment 

decision with respect to the securities covered herein. The opinions expressed in this report are not investment advice nor should they be construed 

as investment advice or any recommendation of any kind.  

 

Bonitas makes no representation, express or implied, as to the accuracy, timeliness, or completeness of any such information or with regards to 

the results to be obtained from its use. All expressions of opinion are subject to change without notice, and Bonitas does not undertake to update 

or supplement any reports or any of the information, analysis and opinion contained in them. 

 

This report should only be considered in its entirety.  Each section should be read in the context of the entire report, and no section, paragraph, 

sentence, or phrase is intended to stand alone or to be interpreted in isolation without reference to the rest of the report.  The section headings 

contained in this report are for reference purposes only and may only be considered in conjunction with the detailed statements of opinions in their 
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