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INDUSTRY RATING
Gold: Market Weight
Diversified Metals & Mining:
Overweight
(NBF Economics & Strategy Group)

Precious Metals
Developer Outlook for 2021
With gold prices surging into the new year, we are reviewing our developer coverage. We run
our models at spot, bull and bear gold price scenarios, to see the names best positioned to
reflect the gold price views of investors. We also review the top performers from 2020 and
see what companies could be best positioned for a catch-up trade, while also looking at which
companies have the most catalyst-rich year ahead to try to determine the winning names in
our coverage in 2021.
Scenario Analysis
Liberty Gold, Bluestone Resources and Osisko Development screen the best on a P/NAV
valuation on our NBF price deck, at spot prices, and in our bear gold price scenario. In a bull
gold price scenario, the best value names are Liberty, Bluestone and Barsele Minerals.
Catch-up Trade
We flag Bluestone as the only developer name under coverage to underperform the GDXJ, and
we highlight it as a name that could be ripe for a catch-up trade. It has a compelling valuation,
and as it transitions to producer status in early 2022, it should force a re-rating over the course
of 2021 as the Cerro Blanco project is de-risked with the advancement of construction.
Catalysts in 2021
The stocks with both the highest quantity and quality of catalysts in 2021 include Marathon
Gold, Minera Alamos, Liberty and Bluestone. We also flag that Sabina Gold and Silver's
updated reserve and resource estimate and Feasibility Study in 1Q21 are expected to be a
material positive driver for the stock.
Top Developer Picks in 2021
Our top developer pick in 2021 remains Marathon Gold as it has a slew of significant near-term
catalysts including a maiden resource estimate at the Berry zone and a Feasibility Study in late
1Q21, continued drill results throughout the year, and it should conclude the EA process around
mid-year. We also continue to view it as the most likely acquisition target, with our conviction
bolstered by the recent acquisition of other open-pit Canadian projects.
We also see a strong year ahead for Minera Alamos as it transitions to producer status in 2Q21
with first gold pour at Santana, followed by a maiden resource estimate giving it an NI 43-101
compliant resource at all assets, bringing it into the purview of more institutional investors.
Liberty, Bluestone and Osisko Development are also preferred developers.
Target and Rating Changes
We made no changes to the ratings of our developers. Our target price increased for Barsele
Minerals on a higher credit per ounce valuation with recent drilling results showing higher grade
potential. We updated our Back River project DCF model to be more in line with the mine
sequencing expected in the updated FS which was the main driver of the higher target price for
Sabina. It also increased for Marathon as we are now basing our target price solely on a NAV
multiple (was equally weighted P/NAV and EV/oz), to better reflect the advanced stage of the
Valentine Lake project which is more in line with other advanced projects covered.
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Ratings and Target Changes
Our Ratings remain unchanged. We increased our targets for Barsele Minerals, Marathon Gold and Sabina
Gold & Silver. Refer to the Company Overview section for details on changes to our models.
Figure 1: Ratings and Target Changes
Company
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NAV Estimates and Scenario Analysis
At our base case price deck which sees gold prices at US$1,935/oz until the end of 2021 before declining to our
long-term assumption of US$1,475/oz in 2025, Liberty Gold (LGD: TSX) and Bluestone Resources (BSR: TSX) screen
best on a P/NAV valuation basis at 0.51x and 0.52x, respectively, followed by Osisko Development (ODV: TSX.V) in
third place at 0.55x.
At spot gold (US$1,935/oz), the same companies screen best, with Liberty at 0.32x, Bluestone 0.34x and Osisko
Development at 0.35x, respectively. The same companies screen best in our bear case scenario at US$1,600/oz Au.
In our bull case which was run at US$2,200/oz Au, Liberty Gold screens the best, followed by Bluestone and then
Barsele Minerals (BME: TSX.V).
Figure 2: Developer Coverage P/NAV at Base Case, Spot Price and Bull Case Scenarios
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Leaders and Laggards Since the March Lows
Since stocks bottomed out on March 16th, all names in our developer coverage have outperformed the gold price
and the GDX index and all but one has outperformed the GDXJ.
Figure 3: Share Price Returns Since the March 16th Lows
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Pure Gold Mining has led the way in share price performance, returning 356% as it geared up for first pour at the
Pure Gold mine by year-end, along with recent drilling success which identified high grades close to the main ramp
and near planned production areas. We initiated coverage on October 15th and are maintaining a Sector Perform
rating due to elevated valuation.
Sabina Gold & Silver has performed well, up 298% with further gains since our mid-year review in July when we
flagged it as a relative laggard, having returned ‘just’ 149% due to lack of news flow. Since then, SBB met our
expectations for high-grade drill results from the Umwelt underground zone and provided a glimpse of the
upcoming Feasibility Study which is expected to show an optimized mine plan and a refresh on economics.
Minera Alamos returned 270%, making steady progress toward first pour at Santana in 2Q21 while enhancing its
near-term development pipeline with the acquisition and advancement of Cerro de Oro and completing permitting
of the La Fortuna project.
Our top pick Marathon Gold has shown the fourth-best returns since the March lows at 243% and has returned
strong infill and step-out drilling along the sprite corridor, specifically at the Berry Zone where a maiden resource
is expected in 1Q21. The company has also secured additional financing with the endorsement from key
shareholders and secured cooperation agreements with local communities. We expect the Feasibility study in
1Q21, advancement on permitting, and another large exploration program to continue to drive outperformance.
Barsele Minerals returned 175% since mid-March, releasing several drill updates including a potential high-grade
zone below the Avan mineral resource area.
Liberty Gold returned 171% with drilling results continuing to validate the highly prospective gold in soil anomalies
and setting up for a maiden resource estimate at Black Pine in 1Q21 and multiple targets for subsequent
expansion.
Integra Resources returned 158%, having released high-grade drill updates from the Florida Mountain area of its
DeLamar project and identifying high-grade shoots below the pit shell. This supports our view of an increased
contribution from the mill to the overall project economics by displacing lower-grade feed.
Falco Resources returned 126%, having entered into an agreement with Glencore Canada which included a life of
mine zinc and copper concentrate offtake agreement, and issuance of $10 million convertible debt. The
agreements provided a positive signal from Glencore that negotiations on an operating license and indemnity
agreement are progressing.
The laggard of the group on a relative basis is still Bluestone, up a relatively modest 75% and underperforming the
GDXJ. While the Guatemalan jurisdiction is riskier than the rest, the company has returned several high-grade drill
intercepts at Cerro Blanco which could boost the M&I resource. With the company potentially reaching production
3
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in 2022, the impressive free cash flow generation potential of the high-margin project will come more clearly into
the purview of investors this year, in our opinion.

Who Has the Most Catalyst-Rich 2021?
We are looking forward to an eventful year in 2021 with several companies in our coverage transitioning to
producer status, others releasing updated resources and technical reports, and most expected to continue
exploration drill programs. We provide an overview of catalyst themes in 2021 as well as a more detailed summary
for each company below. See Figure 4 for an overview of 2021 catalysts by company and category.

Nearing production or development
Several companies in our coverage are nearing producer status, notably Osisko Development with first production
at Bonanza Ledge in 1Q21, Pure Gold achieved first gold pour on December 30th and anticipates commercial
production in 1Q21, while Minera Alamos expects first pour at Santana in 2Q21 and initial construction at Cerro de
Oro in 4Q21. Bluestone Resources is aiming to initiate early construction work and place long lead-time orders for
Cerro Blanco in 1Q21.

Technical Reports
NI 43-101 technical reports will be key de-risking events, leading to model updates and establishing benchmarks for
future development progress. Notable highlights include Marathon Gold’s Valentine Lake FS; Osisko Development’s
Cariboo FS; Sabina Gold & Silver’s updated Back River FS; Integra’s DeLamar PFS; and Bluestone’s updated mine
plan for Cerro Blanco.

Resource updates
We expect to see resource updates from most of our coverage in 2021, notably: Marathon Gold with a maiden
resource update at Berry; Sabina Gold & Silver incorporating 50 km of new drilling at Back River; Bluestone
incorporating infill results at Cerro Blanco; Mineral Alamos providing a maiden resource at Santana; Osisko
Development providing an updated resource at Cariboo; and Liberty Gold providing a maiden resource at Black
Pine.
We expect to see companies adopting higher gold price assumptions for resource estimates, given that the trailing
three-year average spot price is now ~US$1,470/oz, up from US$1,307 at YE2019. At face value, we may expect to
see an increase in total ounces beyond those added through drilling alone. In some cases, headline grade may
appear to be lower than expected, though we will not read this as a negative if economic low-grade ounces are
added outside the core of the deposit. We will keep an eye on changes to other resource calculation parameters
such as NSR costs and cut-off grade which could offset the higher gold price.

Exploration
Exploration will remain a focus for our developer coverage, with drill programs expected to follow up or expand on
targets delineated by successful campaigns in 2020. The market has been happy to pay for strong drill results
particularly in near-resource step-out holes over the past year and we expect that to continue in 2021.
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Figure 4: Overview of 2021 Catalysts by Company and Category

2021
Catalysts

BME
Barsele

BSR
Bluestone

FPC
Falco

ITR
Integra

LGD
Liberty Gold

MOZ
Marathon

MAI
Minera Alamos

Nearing
Production

-

-

-

-

-

-

2Q21
Santana First
Pour

Development

-

early 2021
Preliminary
construction

-

-

-

-

4Q21
Cerro de Oro
construction

Technical
Reports

-

2Q21
Mine Plan
Update

-

4Q21
Pre-Feasibility
Study

-

1Q21
Feasibility
Study

-

Resource
Updates

Feb 2021
With AEM's
year-end

1Q21
Cerro Blanco
Updated
Resource

Exploration
Drilling

Ongoing
at AEM's
discretion

Ongoing

Permitting
Milestones

-

-

1Q21
Berry
Maiden
Resource
New ~52km
program.
Final 2020
results in Jan
mid-2021
EA, start of
permitting

1H21
Santana
Maiden
Resource
Ongoing,
expansion
drilling at all
projects
1Q21
Submit CdO
application

Other

Exploration
budget in AEM
guidance

1Q21
Project
Financing

1Q21
1H21 Resource Black Pine
Maiden
Update
Resource
Ongoing,
Ongoing,
Follow up
Florida Mtn &
regional
other targets
targets
Amendment
1H21
to drill +4.6
EIA complete
km2
March GDXJ
rebalance,
Ongoing
No timeline:
Glencore
Monetize
agreements
Turkish asset,
Goldstrike TR

Source: NBF estimates, Company Reports

5

March GDXJ
rebalance

ODV
Osisko Dev
1H21
B. Ledge,
YE21
S. Antonio
-

PGM
Pure Gold

SBB
Sabina

1Q21
Commerical
Production

-

-

-

1Q21
Updated
Feasibiity
Study
1Q21
mid-2021
1Q21
Updated
San Antonio
Possible
Reserves and
Resource
update to YE20
Resources
Update
Ongoing.
Ongoing,
Ongoing,
Start UG
Near-mine and
exploration at
exploration
on 7km
Cariboo
ramp
corridor
1H21
San Antonio
Ejido Agrmnt
2H21
Cariboo FS

3Q21
Updates on La
Bulk Sample at
Fortuna
Cariboo

-

-

Industry Note
NBCFM Research | January 4, 2021

Company Overviews
Barsele Minerals Corp. (BME, Sector Perform, $0.75)
2021 Outlook
Barsele Minerals holds a 45% interest in the Barsele project in northern Sweden with Agnico Eagle
holding the remaining 55%, with an option to increase its interest to 70% with the delivery of a PFS.
Recent drill results from the Avan zone and the new Bastuträsk zone (see Dec. 7 flash) were
encouraging and we continue to view the project positively and worthy of additional drilling.
We are maintaining our Sector Perform rating as majority partner and operator Agnico Eagle appears
to remain focused on its own brownfield projects. We will be looking for indications that the
company is increasing its interest in greenfield projects and will look to the 2021 exploration budget
at Barsele as a clear indicator. We also believe that financing could be imminent as the company
ended Q3 with a cash balance of C$0.4 million.

Model Changes
The recent drill results have shown potential for higher-grade mineralization which is just what the
project needs to bolster margins for an underground mine scenario. Based on this, we increased our
target EV/oz multiple to US$50/oz from US$40/oz. We also view our NAV to be fair if not
conservative and have thus decided to increase our target NAV multiple to 0.90x from 0.75x to be in
line with our developer coverage. We are maintaining our equal weighting of NAV and EV/oz to
calculate our target price which increased to $0.75 from $0.60.

2021 Catalysts


We are looking forward to the drill program at the Barsele project which will follow
up on the high-grade shoots reported in December.



We are also expecting an updated resource estimate in February with the
announcement of Agnico’s year-end results.



We expect to see an exploration budget with Agnico’s 2021 guidance which should
also be announced in February with year-end results.

Bluestone Resources Inc. (BSR, Outperform, C$3.50)
2021 Outlook
Bluestone trades at the lower end of P/NAV valuations in our developer coverage at 0.52x NAV and
the share price has continued to lag developer peer since the March lows. We expect the imminent
announcement of a financing package to remove any perceived overhang by the market, and a slew
of catalysts in 2021 should also help to close the valuation gap. Bluestone is one of the few precious
metal developers that will be in production in the current gold price cycle, with construction in
2021 and our first gold pour estimate at end of 1Q22. Once in production, we model the company
generating ~US$$150 million in its first full year of production, representing 75% of its market cap,
at our gold price forecast of US$1,705/oz. At US$1,900/oz, we estimate free cash flow generated of
~US$175 million, or 85% of its market cap. In our view, the risk of operating in Guatemala is nicely
offset with the stability of the backing of the Lundin Group, to steer the project to production,
aided by the experience gained with the Lundin Gold development of Fruta Del Norte in Ecuador. It
is the numerous catalysts, combined with near-term production, strong backing and a best-in-class
free cash flow yield that makes it a preferred developer name going into 2021.

Model Changes
We did not make significant model changes and our target price continues to be based on a 100%
weighted 0.90x NAV multiple.
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2021 Catalysts


We expect an announcement of a financing package in early 2021 which should help
eliminate any perceived overhang by the market



We are also expecting an updated resource estimate in 1Q21 which will factor infill
drilling in the South Zone, and we expect similar resource growth to the North Zone
infill program where M&I resources increased by 18%. The company reported
multiple bonanza grade intercepts in recent months which are indicative of a
potential uptick in overall resource grade.



Following the updated resource estimate, we should see an updated mine plan in
2Q21 and with the infill drilling including areas at the top of the deposit, there is
plenty of room for optimization.



Finally, after early earth work activities are initiated at the start of the year,
construction will commence.

Falco Resources Ltd. (FPC, Sector Perform, C$0.55)
2021 Outlook
The recent financing with Glencore Canada (see Oct. 27 note) increased confidence that an
operating and indemnity agreement may be reached to advance the Horne 5 project, which sits
directly below Glencore’s operating Horne smelter. A positive agreement would remove the critical
hurdle toward realizing a valuation closer to the 2017 FS which showed NPV5% of US$602 million at
US$1,300/oz gold. Our estimates remain conservative however, and we base our NAV estimate on a
credit per ounce at 1% of our long-term gold price (US$1,475/oz) on the gold equivalent M&I
resources. In the interim, we believe that FPC should deploy capital to explore the highly
prospective land package in the heart of Rouyn-Noranda, which has had 13 formerly operating mines
on it.

Model Changes
We did not make significant model changes and our target price continues to be based on a 100%
weighted 0.90x NAV multiple.

2021 Catalysts


The key catalyst for Falco is securing an operating agreement with Glencore
Canada.



After that, the company may look to update the economics of the Horne 5 FS, and
also complete an Environmental Impact Assessment.

Integra Resources Corp. (ITR, Outperform, C$7.25)
2021 Outlook
Integra trades at an attractive valuation at 0.61x NAV and US$38/oz versus covered developer peers
at ~0.80x and ~$200/oz, respectively. Recent drill results show multiple wide, high-grade intercepts
within and below the primary pit shell as well as potential strike extensions to the south. Drilling is
currently ongoing and exploration upside across the DeLamar property remains attractive,
particularly at Florida Mountain where only 15% of the two-kilometre strike length has been
systematically explored. The balance sheet is adequate to fund exploration activities and complete
the PFS by the end of 2021. The PFS is expected to show a larger production profile benefiting from
a larger mill versus the PEA. We model that the 2,000tpd mill will process an average blended grade
of 1.33g/t, versus the PEA at 0.80g/t, drawing from recent drilling success from higher grade
7
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sulphide targets; however, we note that this is not expected to be incorporated into the PFS due to
insufficient drill spacing currently but remains as upside to the project presented in the PFS.

Model Changes
We did not make significant model changes and our target price continues to be based on an equally
weighted 0.90x NAV multiple and a US$60/oz credit on global resources.

2021 Catalysts


The company will continue drilling its property and we are looking forward to
follow-up results from a number of high-grade targets including the high-grade
shoots below the pit shell at Florida Mountain and the War Eagle target.



The results of the 2020 drill program will be incorporated into a resource update in
1H21.



We also expect the release of a PFS study in 4Q21 to show improved economics
with a larger milling component.

Liberty Gold Corp. (LGD, Outperform, C$2.90)
2021 Outlook
Drill results from Black Pine show consistent oxide gold mineralization at the three discovery zones
(discovered in 2019-2020), which the company now envisions as a single target known as the
Discovery Focus Area and will be the focus of the upcoming maiden resource in 1Q21. In our view,
the resource will be a snapshot in time and will continue to grow as regional drill targets at the F
Zone, Southeast extension, Rangefront and others are systematically drilled out. The stock trades at
0.47x NAV vs. covered developers at 0.77x and remains one of our preferred developer picks on
expectations of steady news flow with more drill results, leading to the maiden resource estimate.

Model Changes
We did not make significant model changes and our target price continues to be based on an equally
weighted 0.90x NAV multiple and a US$100/oz credit on global resources.

2021 Catalysts


Liberty Gold is expected to release a maiden resource at Black Pine in 1Q21,
centred around the 1.6 km2 ‘Discovery Focus Area’, allowing us to refine our model
which is currently based on a compilation of historic drill results. The Discovery
Focus Area represents only ~10% of the 14 km2 gold-in-soil anomaly which has
proven a useful guide for targeting drill holes. Moreover, having an initial NI-43-101
compliant resource here should validate management’s efforts and give investors
more reason to take a closer look at the upside.



The company will continue to have an aggressive drill program in 2021 which should
act as a catalyst for the stock through the year.



We are also looking forward to the acceptance of a permit amendment giving the
company access to an additional highly prospective 4.6 km2.



Other catalysts in 2021 could include the monetization of the TV Tower project in
Turkey and updated studies at the Goldstrike project in Utah.



We also expect Liberty Gold could be added to the GDXJ index with the March
rebalance.
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Marathon Gold Corp. (MOZ, Outperform, C$3.50)
2021 Outlook
Marathon remains our top developer pick and we continue to view it as having the greatest takeout
potential with our conviction increased after the acquisition of other open-pit Canadian projects in
Wasamac and Hardrock. The project has a large, scalable and growing resource base, which would
likely improve the cost and jurisdictional profile of an acquirer, while the valuation remains
compelling. Additionally, the company has its strongest catalysts for the year lined up in 1Q21.
The upcoming Feasibility Study in 1Q21 is expected to serve as validation of the April 2020 PFS
based on the Marathon and Leprechaun pits, with no major changes to the mine plan, throughput,
site layout or costs. Reserves may see a modest increase with the use of a higher gold price
assumption. We are looking forward to the maiden resource on the Berry Zone in 1Q21, which based
on recent drilling bears similarities to the Leprechaun deposit and would improve overall economics
if added to the mine plan, given its proximity to the mill. Marathon anticipates a ~50 km drill
program in 2021 and with this we expect ongoing resource accretion to continue to lend confidence
in extending the mine life beyond 12 years.

Model Changes
We made some model adjustments with the most prominent one being in our target price
calculation. We are now basing our target price solely on 1.0x NAV multiple, whereas we previously
based our target price on an equally weighted 0.90x NAV and US$100/oz credit on global resources.
We are now basing our target exclusively on NAV to reflect our confidence in our DCF model
assumptions, as we typically incorporate an EV/oz component to the weighting where we have less
confidence in our DCF model and the project is at an earlier stage with less detailed economic
studies available. The adjustment to our target price calculation caused our target price to increase
to $3.50 from $3.00.

2021 Catalysts


Marathon has a catalyst-packed 2021 starting with final assay results from the Berry
Zone by the end of January, followed by a maiden resource estimate for the
deposit in 1Q21.



A major catalyst for the year will be the updated Feasibility Study at the end of
1Q21, which is expected to be similar in scope and validate the results of the April
2020 PFS, increasing confidence in our model estimates and the company’s ability
to secure financings on favourable terms.



The Environmental Assessment process should be completed around mid-year at
which time site-specific permitting can commence.



Exploration upside is a key element of our investment thesis and we expect another
~50,000m drill program in 2021. We will look for more updates on the potential
~200m SW extension of the Marathon Deposit (see Dec. 1 flash), infilling of the
Berry Zone over 1.5 km (versus the ~450 km maiden Resource infill area), and more
grassroots exploration along strike.



Another nice potential catalyst would be the addition to the GDXJ index which
Marathon appears to be on track for with the March update.
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Minera Alamos Inc. (MAI, Outperform, C$1.10)
2021 Outlook
Minera Alamos is one of our favourite names in 2021, as the company has a slew of catalysts that
will see it transition to junior producer status. The company has a strong and deliverable growth
pipeline, with each asset showing potential for resource expansion through exploration. First gold at
Santana is on track for early 2Q21 and we expect this to support a re-rating through the year as the
company transitions to producer status, advances near-term growth pipeline, and continues
expansion drilling at each asset. Cerro de Oro is next in queue for construction in 4Q21, though we
wonder if management would consider fast-tracking La Fortuna at the same time given recent
permitting success, a 2,000tpd mill already owned, and a PEA showing 43k oz/yr at AISC US$440/oz
over a five-year mine life. Minera Alamos is trading at 0.75x our NAV estimate versus developer
peers trading at ~0.80x.

Model Changes
We did not make significant model changes and continue to base our target price on a 1.10x NAV
multiple. We apply a premium NAV multiple as the company is just beginning to explore its
properties, and we see significant resource and production growth not yet in our base-case DCF.

2021 Catalysts


Mineral Alamos is nearing producer status with Santana tracking first pour in 2Q21,
poised to benefit from the high-margin operation and elevated gold prices.



A maiden resource at Santana is on track for 1H21 giving the company an NI 43-101
compliant resource at all of its mining properties which we believe will allow more
institutional investors to look at the stock and will be a key catalyst.



We expect the Cerro de Oro permit applications to be filed early in 2021, with a
view to begin construction by the end of the year in 4Q21.



We will also look for updates on the recently permitted La Fortuna project.

Osisko Development Corp. (ODV, Outperform, C$10.75)
2021 Outlook
Osisko Development recently closed a brokered financing, which grossed the company $40.3 million
and it will receive gross proceeds of $50 million from a non-brokered financing on January 8th (see
note here). This will allow the company to continue to advance its flagship Cariboo project while
concurrently undertaking an aggressive exploration program at the highly prospective property. The
financings also work on increasing the company’s float which we believe will help the stock trade
closer to its NAV, as will its transition to a small-scale producer in 2021 bringing production from
Bonanza Ledge online, while it will become a more formidable producer in 2022 with San Antonio.
Once the Cariboo mine is ramped up in 2024, we estimate an EV/2024 EBITDA multiple of ~2.3x and
a 2024 FCF yield of 22%. This, along with the numerous catalysts on the horizon in 2021, supports it
as a preferred developer name.

Model Changes
We did not make any model changes after updating our estimates to include the recently closed
financing on December 30th. We base our target price on a conservative 0.70x NAV multiple.

2021 Catalysts


Near-term production from Bonanza Ledge in 1Q21 will elevate the company to
producer status
10
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Production growth will follow from the San Antonio project which could see gold
production at the end of the year



At the flagship Cariboo project, the Feasibility Study in 2H21 should be a material
catalyst, with permits expected in 2022, allowing construction to commence.



The company will undertake an aggressive exploration program at its Cariboo
property this year which should see a steady stream of news flow to support and
bolster the stock.

Pure Gold Mining Inc. (PGM, Sector Perform, C$2.50)
2021 Outlook
Pure Gold has made steady progress toward producer status, with first pour achieved December 30th
and commercial production expected in 1Q21. The stock has performed well, up 21% in the last
three months versus the GDXJ 6%, and as a result the premium valuation now stands at 1.09x NAV,
well ahead of developer peers at 0.80x and junior producers 0.95x. Our Sector Perform rating is
driven solely by valuation. In the longer term, we like the exploration upside near existing
underground development areas with implications for lower-cost development and mine life
extensions, and regionally across the seven-kilometre corridor in Red Lake.

Model Changes
With the Pure Gold Mine announcing first gold pour, we moved our DCF calculation to be based on a
5% discount rate instead of 6%, to be in line with the rest of our coverage. We typically apply a 5%
discount rate for producing mines, 6% for permitted and financed projects, and 7% for other projects
with an economic study. We continue to base our target price on a 1.0x NAV multiple.

2021 Catalysts


After the company achieved first gold pour at the end of December, the company’s
next operating milestone will be the declaration of commercial production which is
expected at the end of 1Q21



We also expect to see an updated resource estimate which will include drilling from
the past two years, followed by a revised mine plan which could incorporate larger
stope sizes and allow for increased use of lower-cost mining methods.



The company will also continue its exploration program both from underground and
at surface.

Sabina Gold & Silver Corp. (SBB, Outperform, C$3.75)
2021 Outlook
While the acquisition of lower-grade open-pit Canadian projects in Canada including Wasamac and
Hardrock are encouraging for the takeout potential of Sabina, we like the fact that the company is
now looking to meaningfully advance the project. The company released a preview of the Feasibility
Study which showed a mine sequence that would bring higher-grade deposits forward in the mine
plan, and we believe its release, with better initial capex than is currently expected by investors to
be a significant catalyst for the stock.
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Model Changes
We revised our estimates in anticipation of the upcoming updated FS, which will replace the 2015 FS
with updated reserves, capex and mining sequence. We now model throughput of 3,000 tpd for the
first three years, increasing to 4,000 tpd through years four to 12; we previously modeled a flat
3,750tpd throughput rate over the mine life. We continue to model 125% of reserves for life of mine
production of 2,905k oz, or ~260k oz/yr at AISC US$655/oz over an 11.25-year mine life. We model
initial capex of $540 million from 2021 onward or $615 million including the expansion capital in
year 4 (vs. the 2015 FS at $475 million). We base our target price on a 1.0x NAV multiple and
increased it from the 0.90x previously on the additional information provided by the company on the
mine sequencing giving us greater confidence in our estimates, while the recent acquisitions of
open-pit Canadian projects also support a 1.0x NAV multiple.
Figure 5: Back River Mine Plan Assumptions
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3,750
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286
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2029
4,000
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306
705

2030
4,000
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807

2031
4,000
6.00
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2032
4,000
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262
622

2033
4,000
6.00
262
575

2034
4,000
5.00
218
569

2035
4,000
3.50
153
663

Source: NBF estimates

2021 Catalysts


The Feasibility Study is expected to be released in 1Q21 and we expect this to be a
major positive catalyst for the stock, showing manageable capex, incorporating
recent high-grade drilling and improved mine sequencing. The study will be based
on an updated resource with 50 km of new drilling and revised metal price
assumptions with updates at Umwelt, Goose Main and Echo, new inferred resources
at Nuvuyak and Llama Extension deposits.



We will also track progress on the underground exploration ramp for which
equipment and infrastructure were already prepared during 2020
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Disclosures
PRICE, RATING AND TARGET HISTORY: OP = Outperform, SP = Sector Perform, UP = Underperform, UR = Under Review, R = Restricted; (Source: Factset, NBF)

Barsele Minerals Corp. Rating History as of 01/04/2021
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Bluestone Resources Inc. Rating History as of 01/04/2021
I:OP:$2.50
05/30/2018

OP:$2.40
07/12/2018

R:NM
02/19/2019

OP:$2.30
03/19/2019
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11/11/2019
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04/22/2020
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Falco Resources Ltd. Rating History as of 01/04/2021
OP:$2.10
01/25/2018

OP:$1.90
06/19/2018

OP:$1.25
06/25/2018

OP:$1.30
07/12/2018

OP:$1.15
10/10/2018
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Integra Resources Corp. Rating History as of 01/04/2021
I:OP:$1.40
04/25/2019

OP:$1.50
06/19/2019
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09/04/2019

OP:$2.25
09/16/2019

R:NM
11/15/2019

OP:$2.25
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07/21/2020
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Liberty Gold Corp. Rating History as of 01/04/2021
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Marathon Gold Corporation Rating History as of 01/04/2021
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Minera Alamos Inc. Rating History as of 01/04/2021
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Osisko Development Corp. Rating History as of 12/31/2020
I:OP:$10.75
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OP:$10.75
12/30/2020
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Pure Gold Mining Inc. Rating History as of 01/04/2021
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Sabina Gold & Silver Corp. Rating History as of 01/04/2021
I:OP:$3.00
04/02/2018

OP:$3.20
04/09/2018
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RISKS:
BME
Lack of an economic study: There currently is no publicly available economic study completed on the project as the operators continue exploration drilling to build the resource. With insufficient drilling,
engineering and development work done to determine a reliable estimate on the project’s economics, our estimates are preliminary in nature and likely to change as the project advances and a more
thorough understanding is developed.
Exploration risk: Our base case model of the Barsele project assumes that the Company is able to increase its underground global resources by 25%. Failure to achieve exploration success to lead
to mineral resource growth would put our current base case estimates at risk.
Financing risk: With the company having a carried interest in the project, through to a Pre-feasibility Study (PFS), there is limited near-term financing risk, and we do not model any financings going
forward. However, there is dilution risk after the PFS is delivered.
BSR
Financing risk: There is risk to our valuation that the financing terms are less attractive than we currently model which could result in greater dilution to shareholders or more onerous debt constraints.
Jurisdictional risk: The Company’s primary development project is located in Guatemala which is generally considered a higher risk operating jurisdiction.
Mine dewatering: There is a risk that mine dewatering rates do not meet expectations and could delay the mine plan.
FPC
Third-party agreement risk: Falco would need to come to an agreement with a third party in order to develop and operate the underground mine. There is a risk that they will not be able to come to
an agreement in which case the company’s primary development project could not be advanced.
Financing risk: With a large initial capex estimate of $1,028 million according to the latest feasibility study estimate, Falco will be required to raise significant funding to finance the development of the
Horne 5 project. There is risk to our valuation that it is unable to raise the required funds or that the financing terms are less attractive than we currently model which could result in greater dilution to
shareholders or more onerous debt constraints.
Development risk: With a large-scale construction project such as Horne 5, there is risk that the project runs over the current capex estimate and also that delays could hamper the development timeline,
both of which would have a negative impact on our valuation.
ITR
Permitting risk: There is no assurance that the company will receive all the necessary permits to reach production.
Financing risk: There is a risk to our valuation that the financing terms are less attractive than we currently model which could result in greater dilution to shareholders or more onerous debt constraints.
Development risk: There is a risk that the cost to develop the project will exceed our estimates and result in a negative revision to our valuation.
LGD
Financing risk: There is risk to our valuation that the financing terms are less attractive than we currently model which could result in greater dilution to shareholders or more onerous debt constraints.
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Exploration risk: Included in our NAV calculation is an assumption of continued exploration success, as we model the company realizing value from its future drilling programs. There is no assurance
that the company will realize exploration success in the future, which would have a negative impact on our valuation.
Permitting risk: The Company’s portfolio of projects in the United States will be subject to environmental regulations and governmental approvals, and permits will be required to advance the projects
to production.
MOZ
Financing risk: There is risk to our valuation that the financing terms are less attractive than we currently model which could result in greater dilution to shareholders or more onerous debt constraints.
Development risk: The PEA initial capex estimate of US$380 million is preliminary in nature and subsequent economic studies which would include more advanced engineering, could see the estimate
rise beyond what we currently model.
Exploration risk: Included in our NAV calculation is an assumption of continued exploration success, as we model the company realizing value from its future drilling programs. There is no assurance
that the company will realize exploration success in the future, which would have a negative impact on our valuation.
MAI
Lack of Compliant Resource at Santana – There is no NI 43-101 compliant resource at Santana, expected to be the first mine in production for the company. There is a risk that there are fewer
ounces mined and processed than we currently model.
Jurisdictional risk – All the company’s operating assets are located in Mexico. There is the risk of changes in forex, or regulations pertaining to taxes, royalties, land access and use, input prices, and
environment among other risks that could negatively impact our value of the company.
Financing Risk – There is a risk that the company could require additional capital to complete its growth plans, which could potentially result in greater dilution than we model.
ODV
Exploration Risk: Included in our NAV calculation is an assumption of continued exploration success, leading to mine life extension. While we see continued exploration success as likely, there is no
assurance that the company will realize exploration success in the future, or to the extent that we model, which would have a negative impact on our valuation.
Commodity Risk: The company is expected to generate its revenue exclusively from the sale of gold. There is a risk that a weaker gold price could lower our valuation of the company.
Financing Risk: Management has a strong record of capital raising; however, there is a risk that financings are completed on less attractive terms than we model, which could lead to increased equity
dilution and negatively impact our valuation.
PGM
Geotechnical risk: There is potential for ground conditions to be more challenging than initially anticipated which could result in greater use of higher cost cut and fill mining methods, increased ground
support, or slower development rates which could impact our valuation.
Exploration risk: Included in our NAV calculation is an assumption of continued exploration success, leading to mine life extension. While we see continued exploration success as likely, there is no
assurance that the company will realize exploration success in the future, or to the extent that we model, which would have a negative impact on our valuation.
Mineral reserve and resource risk: We are confident that the company has completed sufficient resource drilling so that mining reconciles with the estimated contained ounces, but with a high grade
and narrow vein type of deposit, the risk of negative reconciliation with the resource model is elevated.
SBB
Financing risk: With an initial capex estimate of $415 million according to the 3kFS, Sabina will need to raise capital to finance the development of the Back River project. There is risk to our valuation
that the financing terms are less attractive than we currently model.
Development risk: There is risk that the project runs over the current capex estimate which would negatively impact our valuation of the company.
Risks of operating in an Arctic climate: There are a number of risks particular to operating in Nunavut, including logistical risks and delivery of equipment and supplies for initial development and to
maintain operations. There is an additional challenge of employee recruitment and retention.
ADDITIONAL COMPANY RELATED DISCLOSURES
Barsele Minerals Corp.
Bluestone Resources Inc. 2, 3, 4, 5, 7
Falco Resources Ltd. 2, 3, 5, 7
Integra Resources Corp. 2, 3, 4, 5, 7
Liberty Gold Corp.
Marathon Gold Corporation 2, 3, 4, 5, 7
Minera Alamos Inc. 140
Osisko Development Corp. 143
Pure Gold Mining Inc.
Sabina Gold & Silver Corp. 2, 3, 4, 5, 7
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Agnico Eagle Mines Ltd. 2, 3, 5, 6, 7
LEGEND FOR COMPANY RELATED DISCLOSURES:
2 National Bank Financial Inc. has acted as an underwriter with respect to this issuer within the past 12 months.
3 National Bank Financial Inc. has provided investment banking services for this issuer within the past 12 months.
4 National Bank Financial Inc. or an affiliate has managed or co-managed a public offering of securities with respect to this issuer within the past 12 months.
5 National Bank Financial Inc. or an affiliate has received compensation for investment banking services from this issuer within the past 12 months.
6 National Bank Financial Inc. or an affiliate has a non-investment banking services related relationship during the past 12 months.
7 The issuer is a client, or was a client, of National Bank Financial Inc. or an affiliate within the past 12 months.
8 National Bank Financial Inc. or its affiliates expects to receive or intends to seek compensation for investment banking services from this issuer in the next 3 months.
9 As of the end of the month immediately preceding the date of publication of this research report (or the end of the second most recent month if the publication date is less than 10 calendar days after
the end of the most recent month), National Bank Financial Inc. or an affiliate beneficially own 1% or more of any class of common equity securities of this issuer.
10 National Bank Financial Inc. makes a market in the securities of this issuer, at the time of this report publication.
11 A partner, director, officer or research analyst involved in the preparation of this report has, during the preceding 12 months provided services to this issuer for remuneration other than normal
course investment advisory or trade execution services.
12 A research analyst, associate or any other person (or a member of their household) directly involved in preparing this report has a financial interestin the securities of this issuer.
13 A partner, director, officer, employee or agent of National Bank Financial Inc., is an officer, director, employee of, or serves in any advisory capacity to the issuer.
14 A member of the Board of Directors of National Bank Financial Inc. is also a member of the Board of Directors or is an officer of this issuer.
15 A redacted draft version of this report has been shown to the issuer for fact checking purposes and changes may have been made to the report before publication.
140 An NBF analyst attended a site visit of the Santana project in Sonora State, Mexico on March 10, 2020. A portion of the analyst's expenses was paid for by the issuer.
143 An NBF analyst attended a site visit of the San Antonio project in Sonora State, Mexico on March 10, 2020. A portion of the analyst's expenses was paid for by a different issuer.
RATING DISTRIBUTION
Outperform

Sector Perform

Underperform

Coverage Universe Ratings Distribution

59%

38%

1%

Investment Banking Distribution

74%

60%

33%

DISCLOSURES
Ratings And What They Mean: PRIMARY STOCK RATING: NBF has a three-tiered rating system that is relative to the coverage universe of the particular analyst. Here is a brief description of each:
Outperform (OP) – The stock is expected to outperform the analyst’s coverage universe over the next 12 months; Sector Perform (SP) – The stock is projected to perform in line with the sector over
the next 12 months; Underperform (UP) – The stock is expected to underperform the sector over the next 12 months. SECONDARY STOCK RATING: Under Review (UR) − Our analyst has withdrawn
the rating because of insufficient information and is awaiting more information and/or clarification; Tender (T) − Our analyst is recommending that investors tender to a specific offering for the company’s
stock; Restricted (R) − Because of ongoing investment banking transactions or because of other circumstances, NBF policy and/or laws or regulations preclude our analyst from rating a company’s stock.
INDUSTRY RATING: NBF has an Industry Weighting system that reflects the view of our Economics & Strategy Group, using its sector rotation strategy. The three-tiered system rates industries as
Overweight, Market Weight and Underweight, depending on the sector’s projected performance against broader market averages over the next 12 months. RISK RATING: As of June 30, 2020, National
Bank Financial discontinued its Below Average, Average and Above Average risk ratings. We continue to use the Speculative risk rating which reflects higher financial and/or operational risk.
GENERAL: This Report was prepared by National Bank Financial Inc. (NBF), a Canadian investment dealer, a dealer member of IIROC and an indirect wholly owned subsidiary of National Bank of
Canada. National Bank of Canada is a public company listed on the Toronto Stock Exchange.
The particulars contained herein were obtained from sources which we believe to be reliable but are not guaranteed by us and may be incomplete and may be subject to change without notice. The
information is current as of the date of this document. Neither the author nor NBF assumes any obligation to update the information or advise on further developments relating to the topics or securities
discussed. The opinions expressed are based upon the author(s) analysis and interpretation of these particulars and are not to be construed as a solicitation or offer to buy or sell the securities mentioned
herein, and nothing in this Report constitutes a representation that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s individual circumstances. In all
cases, investors should conduct their own investigation and analysis of such information before taking or omitting to take any action in relation to securities or markets that are analyzed in this Report.
The Report alone is not intended to form the basis for an investment decision, or to replace any due diligence or analytical work required by you in making an investment decision.
This Report is for distribution only under such circumstances as may be permitted by applicable law. This Report is not directed at you if NBF or any affiliate distributing this Report is prohibited or
restricted by any legislation or regulation in any jurisdiction from making it available to you.
National Bank of Canada Financial Markets is a trade name used by National Bank Financial Inc. and National Bank of Canada Financial Inc.
RESEARCH ANALYSTS: The Research Analyst(s) who prepared these reports certify that their respective report accurately reflects his or her personal opinion and that no part of his/her compensation
was, is, or will be directly or indirectly related to the specific recommendations or views as to the securities or companies.
NBF compensates its Research Analysts from a variety of sources. The Research Department is a cost centre and is funded by the business activities of NBF including Institutional Equity Sales and
Trading, Retail Sales, the correspondent clearing business, and Corporate and Investment Banking. Since the revenues from these businesses vary, the funds for research compensation vary. No one
business line has a greater influence than any other for Research Analyst compensation.
CANADIAN RESIDENTS: NBF or its affiliates may engage in any trading strategies described herein for their own account or on a discretionary basis on behalf of certain clients and, as market conditions
change, may amend or change investment strategy including full and complete divestment. The trading interests of NBF and its affiliates may also be contrary to any opinions expressed in this Report.
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NBF or its affiliates often act as financial advisor, agent, lender or underwriter or provides trading related services for certain issuers mentioned herein and may receive remuneration for its services. As
well, NBF and its affiliates and/or their officers, directors, representatives, associates, may have a position in the securities mentioned herein and may make purchases and/or sales of these securities
from time to time in the open market or otherwise. NBF and its affiliates may make a market in securities mentioned in this Report. This Report may not be independent of the proprietary interests
of NBF and its affiliates.
NBF is a member of the Canadian Investor Protection Fund.
UK RESIDENTS: This Report is a marketing document. This Report has not been prepared in accordance with EU legal requirements designed to promote the independence of investment research
and it is not subject to any prohibition on dealing ahead of the dissemination of investment research.
In respect of the distribution of this Report to UK residents, NBF has approved the contents (including, where necessary, for the purposes of Section 21(1) of the Financial Services and Markets Act
2000). This Report is for information purposes only and does not constitute a personal recommendation, or investment, legal or tax advice.
NBF makes no representation as to the proper characterization of the investments for legal, regulatory or tax purposes, or as to the ability of a particular investor to invest or transact in the investments
under applicable legal restrictions.
If securities are offered by an issuer in a foreign jurisdiction, or the security is structured through a foreign special-purpose-vehicle, or you purchase securities that are issued by foreign issuers, your
investment and continued holding of securities may be subject to the laws and regulations of more than one jurisdiction. There may be differences in legal and regulatory regimes across different
jurisdictions which may significantly impact the legal and regulatory risks affecting the investment sector and / or investment.
NBF and/or its parent and/or any companies within or affiliates of the National Bank of Canada group and/or any of their directors, officers and employees may have or may have had interests or long or
short positions in, and may at any time make purchases and/or sales as principal or agent, or may act or may have acted as market maker in the relevant investments or related investments discussed
in this Report, or may act or have acted as investment and/or commercial banker with respect hereto. The value of investments, and the income derived from them, can go down as well as up and you
may not get back the amount invested. Past performance is not a guide to future performance. If an investment is denominated in a foreign currency, rates of exchange may have an adverse effect on
the value of the investment. Investments which are illiquid may be difficult to sell or realise; it may also be difficult to obtain reliable information about their value or the extent of the risks to which they are
exposed. Certain transactions, including those involving futures, swaps, and other derivatives, give rise to substantial risk and are not suitable for all investors. The investments contained in this Report
are not available to retail customers and this Report is not for distribution to retail clients (within the meaning of the rules of the Financial Conduct Authority). Persons who are retail clients should not act
or rely upon the information in this Report. This Report does not constitute or form part of any offer for sale or subscription of or solicitation of any offer to buy or subscribe for the securities described
herein nor shall it or any part of it form the basis of or be relied on in connection with any contract or commitment whatsoever.
This information is only for distribution to Eligible Counterparties and Professional Clients in the United Kingdom within the meaning of the rules of the Financial Conduct Authority. NBF is authorized and
regulated by the Financial Conduct Authority and has its registered office at 71 Fenchurch Street, London, EC3M 4HD.
NBF is not authorized by the Prudential Regulation Authority and the Financial Conduct Authority to accept deposits in the United Kingdom.
U.S. RESIDENTS: With respect to the distribution of this report in the United States of America, National Bank of Canada Financial Inc. (“NBCFI”) is registered with the Securities Exchange Commission
(SEC), the Financial Industry Regulatory Authority (FINRA), and is a member of the Securities Investor Protection Corporation (SIPC). NBCFI operates pursuant to a 15 a-6 Agreement with its Canadian
affiliates, NBF and National Bank of Canada.
This report has been prepared in whole or in part by research analysts employed by non-US affiliates of NBCFI that are not registered as broker/dealers in the US. These non-US research analysts are
not registered as associated persons of NBCFI and are not licensed or qualified as research analysts with FINRA or any other US regulatory authority and, accordingly, may not be subject (among other
things) to FINRA restrictions regarding communications by a research analyst with the subject company, public appearances by research analysts and trading securities held in a research analyst account.
All of the views expressed in this research report accurately reflects the research analyst’s personal views regarding any and all of the subject securities or issuers. No part of the analyst’s compensation
was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in this research report. The analyst responsible for the production of this report certifies that the views
expressed herein reflect his or her accurate personal and technical judgment at the moment of publication.
Because the views of analysts may differ, members of the National Bank Financial Group may have or may in the future issue reports that are inconsistent with this report, or that reach conclusions
different from those in this report. To make further inquiry related to this report, United States residents should contact their NBCFI registered representative.
HK RESIDENTS: With respect to the distribution of this report in Hong Kong by NBC Financial Markets Asia Limited (“NBCFMA”) which is licensed by the Securities and Futures Commission (“SFC”)
to conduct Type 1 (dealing in securities) and Type 3 (leveraged foreign exchange trading) regulated activities, the contents of this report are solely for informational purposes. It has not been approved
by, reviewed by, verified by or filed with any regulator in Hong Kong. Nothing herein is a recommendation, advice, offer or solicitation to buy or sell a product or service, nor an official confirmation of any
transaction. None of the products issuers, NBCFMA or its affiliates or other persons or entities named herein are obliged to notify you of changes to any information and none of the foregoing assume
any loss suffered by you in reliance of such information.
The content of this report may contain information about investment products which are not authorized by SFC for offering to the public in Hong Kong and such information will only be available to those
persons who are Professional Investors (as defined in the Securities and Futures Ordinance of Hong Kong (“SFO”)). If you are in any doubt as to your status you should consult a financial adviser
or contact us. This material is not meant to be marketing materials and is not intended for public distribution. Please note that neither this material nor the product referred to is authorized for sale by
SFC. Please refer to product prospectus for full details.
There may be conflicts of interest relating to NBCFMA or its affiliates’ businesses. These activities and interests include potential multiple advisory, transactional and financial and other interests in
securities and instruments that may be purchased or sold by NBCFMA or its affiliates, or in other investment vehicles which are managed by NBCFMA or its affiliates that may purchase or sell such
securities and instruments.
No other entity within the National Bank of Canada group, including National Bank of Canada and National Bank Financial Inc., is licensed or registered with the SFC. Accordingly, such entities and
their employees are not permitted and do not intend to: (i) carry on a business in any regulated activity in Hong Kong; (ii) hold themselves out as carrying on a business in any regulated activity in Hong
Kong; or (iii) actively market their services to the Hong Kong public.
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