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Gold Regaining Its Shine; Revising Modeled Gold Price Upwards

Updating our price deck to reflect current market conditions. Following what we view as a paradigm shift in sentiment
for the gold market, we are increasing our long-term gold price utilized in our model to $1,300 per ounce, compared with our
prior estimate of $1,200 per ounce. While we think a new bull market for gold may have already begun, we choose to keep our
assumptions in-line (or rather slightly below) current market prices in an effort to remain forecast agnostic and fundamentally
focused. Herein, we provide a brief overview of three factors that we feel should not only support gold at current levels, but
potentially continue to push prices higher going forward. Further, we note the impact our updated price deck has on our coverage
universe and corresponding price targets.

Impacts of “Brexit” on the gold market. In our view, the generally unexpected “Leave” vote by Great Britain last week sparked
what we view as confirmation of gold exiting its nearly five year long bear market. On Friday, June 24th, the day after Britain’s
referendum, gold surged almost 5% to a two year high, bringing the year to date gain to over 20%. Moreover, we feel the
uncertainty caused by Britain’s decision to leave the European Union should have a lasting effect on both gold and the global
markets as a whole. In addition to uncertainties surrounding the future of England, the entirety of the European Union could now
be in question. Should additional countries contemplate leaving the EU, coupled with what we view as a loss in global central
bank credibility, we think further significant gains could be in store for gold. In short, as uncertainty rises we cannot and do not
rule out the possibility of even potentially revisiting longer-term highs.

Fears of higher rates in the United States offset by record low rates globally. While gold is a non-interest bearing asset in a
potentially rising interest rate environment, in an era of record low and even negative rates across the globe we view the metal as
a preferred asset class and a haven of safety. Moreover, following the Brexit, the 10-year U.K. Gilt fell below 1% for the first time
in history, while German 10-year Bund yields currently yielding below 0%. While gold yields zero, in an era of negative rates a
non-yielding asset is more attractive to us than a Government instrument that actually costs investors money to own. Moreover,
given recent macroeconomic events, the talk around timing of future potential Federal Reserve rate hikes in the United States
has now shifted from the consensus expecting at least one more rate hike this year to less than a 10% chance of a single hike
at all for the remainder of 2016. To that end, we are of the belief that a Fed rate cut, not hike, is now back on the table as we
think the surging dollar could hinder the Fed’s stated goal of 2% inflation.

The dollar/gold relationship bucking the trend. In our view, the recent strength in both gold and the USD point towards a
significant shift in the gold market. In the wake of Brexit, the GBP fell to 1.32 against the USD—a 31-year low while gold gained
nearly $60 on the day. During the last few years of the bear market in precious metals, the relationship between gold and the
USD remained predominantly inverted. That is, strength in the USD generally correlated to a decrease in the gold price. The two
assets moving in tandem is contrary to what we have seen over the last few years, as one would generally expect a sharp rise
in the USD, as seen the day following Brexit, to surely coincide with lower gold prices. In our view, this serves as confirmation
that gold as a safe haven is now back in vogue.

Breaking out of a five-year bear market. In conclusion, we believe the next bull market in precious metals and precious metal
related equities has begun. Our updated price deck of $1,300 per ounce gold and $17.50 per ounce silver reflects what we
believe to be the dawn of a new era. Although silver is currently trading above our long-term price assumption, we note the
metal’s volatility relative to gold and believe global growth concerns could continue to weigh on the metal which has strong
industrial demand. We think a new multi-year bull market in precious metals equities is still in the early innings. In short, we
take a cue from Warren Buffet's mantra "Be fearful when others are greedy and greedy when others are fearful" and reiterate
our belief that investors in the mining space that were "greedy when others were fearful" throughout the doldrums of the bear
market, stand to benefit from outsized returns in the mining space going forward.

For definitions and the distribution of analyst ratings, analyst certifications, and other disclosures, please refer to pages 25 of this report.



Impact on Rodman & Renshaw Precious Metals and Mining Coverage Universe 

 

Given our higher long-term estimates for precious metals prices, we update our price targets for 

covered companies across the board. As seen in Exhibit 1, the average change in price target due to 

our updated price deck is an increase of 25%, or roughly 3x our 8.3% increase in gold price. Notably, this 

shows strong leverage to gold prices across our coverage universe as the majority of our price targets 

increased more in percentage terms than our gold price increase. As we increased our gold price 

assumption, we note that companies with more exposure to silver than gold were generally impacted less 

than those with a higher level of exposure to gold. While price targets for precious metals producers under 

coverage were generally increased across the board, we note that, on average, companies in our coverage 

universe are still trading at a 35% discount to our updated price target.   

Exhibit 1: Rodman & Renshaw Metals and Mining Coverage Universe (with PM exposure)  

 
Source: Rodman & Renshaw estimates. 

Risks 
 

Commodity price risk. Nearly all commodity-related equities are exposed to changes in the underlying 
commodity. Investors may seek this exposure for the upside potential, but must recognize that leverage 
cuts both ways.  
 
Mining companies face various types of political risk. Natural resource companies are subject to 
significant political risk. Despite compliance with national laws, provincial or local opposition (legal or 
otherwise) may impact operations. Changing federal laws and regulations may negatively impact project 
economics, regardless of prior agreements. Environmental groups and other non-governmental 
organizations may actively pursue tactics (legal or otherwise) that can negatively impact miners. 
 
Future financing risk. Many companies within our coverage universe are at the exploration stage and face 
the possibility of having to undertake potentially dilutive financing to fund construction of projects as well as 
current operations.  

Company Ticker Price Rating Updated PT Previous PT % change in PT % discount to PT

Avino Silver ASM $2.35 Buy $3.00 $2.00 50% 22%

Brazil Resources BRI-CN $2.35 Buy $4.00 $3.50 14% 41%

Comstock Mining LODE $0.37 Buy $1.20 $1.10 9% 70%

Endeavour Silver EXK $3.89 Buy $4.25 $4.00 6% 8%

First Majestic Silver AG $13.12 Buy $13.50 $12.00 13% 3%

GoGold Resources GGD-CN $1.19 Buy $3.25 $2.90 12% 63%

Gold Standard Ventures GSV $1.77 Buy $2.25 $2.00 13% 21%

Golden Minerals AUMN $0.56 Buy $0.75 $0.60 25% 26%

Klondex Mines KLDX $3.46 Buy $5.25 $4.75 11% 34%

MAG Silver MAG $12.30 Buy $14.50 $14.50 0% 15%

McEwen Mining MUX $3.78 Buy $4.00 $3.00 33% 6%

Newmarket Gold NMI-CN $3.85 Buy $5.50 $4.50 22% 30%

Paramount Gold Nevada PZG $1.65 Buy $4.50 $3.80 18% 63%

Pershing Gold PGLC $4.22 Buy $9.75 $8.80 11% 57%

PolyMet Mining PLM $0.79 Buy $2.40 $2.40 0% 67%

Pretium Resources PVG $10.56 Buy $16.50 $14.10 17% 36%

Vista Gold VGZ $1.99 Buy $2.25 $1.00 125% 12%

Western Copper and Gold WRN $0.80 Buy $2.00 $1.20 67% 60%

Average 25% 35%
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Updated Price Targets 

 

Avino Silver & Gold: We are maintaining our Buy recommendation on Avino shares, while increasing our 

price target on the company to $3.00 from $2.00 per share. Our valuation is based on a DCF of operations 

at both the Avino and San Gonzalo Mines utilizing a lowered 8.0% discount rate, compared to our previous 

10.0% discount rate for both assets. We believe our updated discount rate is warranted following the firm’s 

announcement that commercial production has been declared at the Avino Mine, which should now provide 

greater clarity with respect to costs at the site. In the wake of this announcement, we have also lowered 

our consolidated cash cost estimates for Avino and San Gonzalo to approximately $8.00 per silver 

equivalent ounce—down from our previous estimate of just over $10.00. We continue to expect Avino’s 

Mexican operations to remain at a steady-state production stage while the firm begins to shift focus towards 

growth opportunities, particularly the Bralorne gold mine in Canada. For the full and updated model, please 

see Exhibit 2 on Page 7, or contact your institutional sales representative. 

Brazil Resources: We are maintaining our Buy recommendation on Brazil Resources, while increasing 

our price target to C$4.00 from C$3.50 per share. Our valuation is based on a DCF of operations at São 

Jorge utilizing a 10% discount rate, in addition to in-situ valuation for the Whistler Project. We continue to 

like the firm’s strategy of increasing its resource base through acquisitions, such as Whistler, for low prices 

followed by the creation of shareholder value through drilling and a corresponding increase in resources. 

For the full and updated model, please see Exhibit 3 on Page 8, or contact your institutional sales 

representative. 

Comstock Mining: We are maintaining our Buy recommendation while increasing our price target to $1.25 

from $1.10 per share. Our valuation is based on a DCF of anticipated operations at both Dayton and 

Lucerne with a 10% discount rate. We highlight Comstock’s relatively large land package and inherent 

value in the firm’s real estate holdings alone, which we currently value at $70.0 million. We continue to 

believe the firm maintains the flexibility to sell off non-mining related land holdings in order to advance 

production capabilities and believe Dayton could be online sometime in 2018. For the full and updated 

model, please see Exhibit 4 on Page 9, or contact your institutional sales representative. 

Endeavour Silver: We are reiterating our Buy recommendation on Endeavour Silver, while increasing our 

price target to $4.25 from $4.00 per share. Our valuation remains based on a DCF of operations at 

Guanaceví and Bolañitos utilizing an updated 8.0% discount rate, down from our prior discount rate of 

8.5%. We feel our slightly lowered discount rate is warranted, primarily given recent upswings in both gold 

and silver prices, coupled with renewed interest in the sector as a whole. Should silver prices continue to 

march higher, most likely exceeding the $20.00 per ounce range, we think El Cubo may come back online. 

For the full and updated model, please see Exhibit 5 on Page 10, or contact your institutional sales 

representative. 

First Majestic Silver: We are reiterating our Buy rating on First Majestic, while increasing our price target 

to $13.50 per share from $12.00 per share. While our increased gold price forecast had a slight impact on 

our increased valuation, the updated price target is primarily a reflection of increasing our NAV multiple to 

1.5x from 1.3x and cash flow per share multiple to 15.0 from 12.0—in line with current peer multiples 

following the run-up in metals prices. We view the increase in CFPS multiples across the broader resource 

space as a strong positive as we feel the increased multiples can be directly attributed to fresh interest in 

the sector as a whole. We continue to view First Majestic as a premier pure silver play and think the firm 

serves as a strong leveraged play on increasing silver prices going forward. For the full and updated model, 

please see Exhibit 6 on Page 11, or contact your institutional sales representative. 

Metals and Mining June 30, 2016

Rodman & Renshaw 3
Research is created and distributed by and securities are offered through H.C. Wainwright & Co. LLC, Member FINRA/SIPC,

which conducts certain research activities under the name Rodman & Renshaw.



GoGold Resources: We are reiterating our Buy recommendation on GoGold, while increasing our price 

target to C$3.25 from C$2.90 per share. Our valuation is based on a DCF of operations at both Parral and 

Santa Gertrudis, utilizing 9% and 12% discount rates, respectively. We expect to revisit our discount rate 

assumption for Santa Gertrudis once the project is brought online sometime towards the middle of the next 

year. Moreover, we remain confident that management should continue to rein in costs at Parral towards 

our long-term assumption of $8.00 per tonne, while continuing to evaluate further external growth 

opportunities. For the full and updated model, please see Exhibit 7 on Page 12, or contact your institutional 

sales representative. 

Gold Standard Ventures: We are reiterating our Buy rating on Gold Standard Ventures while increasing 

our price target to $2.25 from $2.00 per share. Our valuation is based on a DCF of anticipated operations 

at Railroad-Pinion utilizing an 8.0% discount rate and 1.3x NAV multiple. Given recent investments made 

by majors, we feel the 1.3x multiple is warranted due to the strong takeover potential of the asset. 

Furthermore, our conceptual model anticipates at 14-year mine life at the asset, which we feel may prove 

conservative should the 2016 exploration program bear fruit. In short, we feel Gold Standard remains in the 

enviable position of having a healthy war chest (over $40.0 million in cash) to explore its vast land package 

throughout the remainder of the year.  For the full and updated model, please see Exhibit 8 on Page 13, or 

contact your institutional sales representative. 

Golden Minerals: We are reiterating our Buy rating on Golden Minerals, while increasing our price target 

to $0.75 from $0.60 per share. Our valuation is based on a conceptual DCF analysis assuming the sourcing 

of throughput from the Santa Rosa vein beginning in 2018. Given the lack of clarity with respect to 

processing metrics, coupled with lack of reserves, we believe our 12.0% discount rate for the scenario is 

appropriate. We expect to revisit this discount rate following the release of a technical study for the project, 

which we expect to be released sometime in 2H16. For the full and updated model, please see Exhibit 9 

on Page 14, or contact your institutional sales representative. 

Klondex Mines: We are reiterating our Buy recommendation on Klondex Mines, while increasing our price 

target to $5.25 from $4.75.  Our valuation remains based on an equally weighted composite of our NAV 

estimate of $3.35 and a 12x multiple applied to our 2016E CFPS. Our NAV is based on a DCF of operations 

at both Fire Creek and Midas utilizing an 8.0% discount rate and 1.2x multiple. While we continue to value 

the Truth North Gold Mine (formerly Rice Lake) at cost of $32.0 million, the firm announced the 

commencement of tailings processing on June 15, 2016. In short, we expect to revisit our valuation of the 

True North Gold Mine following results from tailings processing, as well as once a formal production 

decision has been made for the mine. For the full and updated model, please see Exhibit 10 on Page 15, 

or contact your institutional sales representative. 

MAG Silver: We are reiterating our Buy rating and $14.50 per share price target on MAG Silver. Given the 

lack of meaningful gold at Juanicipio, our updated price deck had little impact on our price target. That being 

said, our valuation remains predicated on a DCF based on Juanicipio’s current mine plan, which we believe 

could be altered in the near future following the discovery of the deeper zone at the site. In short, we expect 

to revisit our valuation following the release of an updated resource estimate sometime in over the next few 

quarters and continue to view MAG as a premier takeover candidate, in addition to one of our favorite 

companies in our coverage universe.  For the full model, please see Exhibit 11 on Page 16, or contact your 

institutional sales representative. 

McEwen Mining: We are maintaining our Buy recommendation on McEwen Mining, while increasing our 

price target to $4.00  from $3.00 per share. Our valuation is based on a DCF of operations at El Gallo, San 

Jose, and Gold Bar. We utilize an 8.0% discount rate at El Gallo and 9.0% at San Jose and Gold Bar. To 

this, we add in-situ value for the large-scale Los Azules copper project, and a combined 1.4x NAV multiple 
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to arrive at our final valuation. In short, we expect Gold Bar development shortly, with 2018 serving as the 

first full year of production at the site. While the firm has made a few minor property acquisitions recently, 

we continue to believe a large-scale acquisition could be made in the near future should an asset meet 

management’s stringent criteria. For the full and updated model, please see Exhibit 12 on Page 17, or 

contact your institutional sales representative. 

Newmarket Gold: We are reiterating our Buy rating, while increasing our price target to C$5.50 from 

C$4.50 per share. Our valuation remains predicated on a DCF of operations at Fosterville, Cosmo, and 

Stawell utilizing a 1.2x NAV multiple. While internal growth prospects for the firm remain clear based on a 

variety of exploration activities, particularly at Fosterville, we continue to expect the firm to evaluate external 

acquisition opportunities. Given the recent run-up in gold prices, we expect asset prices may have risen in 

tandem and thus expect Newmarket to focus more on internal growth opportunities for the time being. For 

the full and updated model, please see Exhibit 13 on Page 18, or contact your institutional sales 

representative. 

Paramount Gold Nevada: We are reiterating our Buy rating on Paramount Gold Nevada while increasing 

our price target to $4.50 from $3.80. Our valuation remains predicated on a DCF of the Sleeper Project 

while increasing our discount rate to 18% from 15% to account for the firm’s limited focus on Sleeper at the 

time being. We highlight the asset’s significant leverage to the gold price as our price target nearly doubled 

due to our incorporation of $1,300 gold rather than $1,200. While we believe higher gold prices may be 

warranted in order to develop Sleeper, we continue to believe investors should look to Paramount and the 

Sleeper Project as a leveraged option on the price of gold going forward and feel the firm’s recent asset 

acquisition could provide more near-term upside for investors. For the full and updated model, please see 

Exhibit 14 on Page 19, or contact your institutional sales representative. 

Pershing Gold: We are reiterating our Buy recommendation on Pershing Gold increasing our price target 

to $9.75 from $8.80 per share. Our valuation is based on a DCF of operations at Relief Canyon, utilizing an 

8.0% discount rate and approximate 10-year mine life for the site. Our updated model also accounts for the 

PEA released on June 28, 2016 and utilizes the self mining scenario set forth in the study. In short, we think 

Relief Canyon checks all the boxes for a near-term producer and could be set for a re-rating once a 

production decision is made in the coming quarters. For the full and updated model, please see Exhibit 15 

on Page 20, or contact your institutional sales representative. 

PolyMet Mining: We are reiterating our Buy recommendation on shares of PolyMet and maintaining our 

$2.40 per share price target. Given the polymetallic nature of the NorthMet deposit, our updated gold price 

had little effect on our NAV for the firm.  Our valuation remains based on a DCF of operations at NorthMet 

utilizing a 10% discount rate. We think our discount rate adequately reflects the risks associated with 

bringing to project into production, particularly with respect to final permits and financing. That being said, 

we expect to revisit this assumption following success on either front, particularly financing. For the full 

model, please see Exhibit 16 on Page 21, or contact your institutional sales representative. 

Pretium Resources: We are reiterating our Buy recommendation Pretium Resources while increasing our 

price target to $16.50 per share from $13.20 per share. Our valuation remains predicated on a DCF of 

Brucejack utilizing a 7.0% discount rate. In our view, Brucejack has been substantially de-risked from a 

financial standpoint, as we believe all of the capital required to reach production has now been procured. 

In short, we do not foresee any major interruptions with respect to construction of the mine and continue to 

view Brucejack as one of the premier, development stage gold assets worldwide. For the full and updated 

model, please see Exhibit 17 on Page 22, or contact your institutional sales representative. 
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Vista Gold: We are maintaining our Buy recommendation on Vista Gold while increasing our price target 

to $2.25 from $1.00 per share. Our valuation remains predicated on a DCF of Mt. Todd utilizing a 10% 

discount rate. Notably, we view Mt. Todd as a large-scale project that could require higher gold prices in 

order to move towards construction. That said, we highlight the leverage to the gold price provided by the 

asset’s large-scale nature as a $100 increase in our gold price forecast resulted in a more than 100% 

increase in our estimated NAV of Mt. Todd. That being said, we believe Mt. Todd and Vista continue to 

represent a strong call option on further gold price appreciation going forward. For the full and updated 

model, please see Exhibit 18 on Page 23, or contact your institutional sales representative. 

Western Copper and Gold: We are maintaining our Buy recommendation on Western Copper and Gold 

while increasing our price target to $2.00 from $1.20 per share. Our valuation is based on a DCF of the 

Casino Project utilizing a conservative 15% discount rate. We further account for the various permitting and 

financing risks of developing the large-scale project by applying a 0.5x multiple to our estimated NAV to 

arrive at our final valuation for the project. We continue to believe Casino could be de-risked through 

success on either the permitting or financing front. In general, we think Goldcorp’s (GG; not rated) recent 

foray into the Yukon should bode well for Western Copper and all other mining projects in the area as the 

major’s interest in the area provides what we view as validity to the highly prospective jurisdiction. For the 

full and updated model, please see Exhibit 19 on Page 24, or contact your institutional sales representative. 
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Exhibit 2: Avino Silver Valuation  

Source: Rodman & Renshaw estimates. 
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Exhibit 3: Brazil Resources Valuation  

 
Source: Rodman & Renshaw estimates.  
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Exhibit 4: Comstock Mining Valuation  

Source: Rodman & Renshaw estimates.  
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Exhibit 5: Endeavour Silver Valuation  

Source: Rodman & Renshaw estimates. 
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Exhibit 6: First Majestic Silver Valuation  

Source: Rodman & Renshaw estimates. 
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Exhibit 7: GoGold Resources Valuation  

 
Source: Rodman & Renshaw estimates. 
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Exhibit 8: Gold Standard Ventures Valuation  

Source: Rodman & Renshaw estimates. 
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Exhibit 9: Golden Minerals  

Source: Rodman & Renshaw estimates. 
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Exhibit 10: Klondex Mines Valuation  

 
Source: Rodman & Renshaw estimates. 
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Exhibit 11: MAG Silver Valuation  

Source: Rodman & Renshaw estimates. 
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Exhibit 12: McEwen Mining Valuation  

 
Source: Rodman & Renshaw estimates. 
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Exhibit 13: Newmarket Gold Valuation 

 
Source: Rodman & Renshaw estimates. 
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Exhibit 14: Paramount Gold Nevada Valuation 

Source: Rodman & Renshaw estimates. 
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Exhibit 15: Pershing Gold Model 

Source: Rodman & Renshaw estimates. 
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Exhibit 16: PolyMet Mining 

Source: Rodman & Renshaw estimates. 
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Exhibit 17: Pretium Resources Valuation 

Source: Rodman & Renshaw estimates. 
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Exhibit 18: Vista Gold Valuation 

Source: Rodman & Renshaw estimates. 
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Exhibit 19: Western Copper and Gold Valuation 

Source: Rodman & Renshaw estimates. 

Further information on the stocks discussed in this report, including important disclosures and price 

charts, may be obtained by writing to: H.C. Wainwright & Co., LLC, Attention: DISCLOSURES, 430 Park 

Avenue, New York, NY 10022 

 

Metals and Mining June 30, 2016

Rodman & Renshaw 24
Research is created and distributed by and securities are offered through H.C. Wainwright & Co. LLC, Member FINRA/SIPC,

which conducts certain research activities under the name Rodman & Renshaw.



Important Disclaimers

Rodman & Renshaw is a unit of H.C. Wainwright & Co., LLC. Research is created and distributed by and securities are
offered through H.C. Wainwright & Co. LLC, (the "Firm") Member FINRA/SIPC, which conducts certain research activities under
the name Rodman & Renshaw.

H.C. WAINWRIGHT & CO, LLC RATING SYSTEM: H.C. Wainwright employs a three tier rating system for evaluating both
the potential return and risk associated with owning common equity shares of rated firms. The expected return of any given
equity is measured on a RELATIVE basis of other companies in the same sector. The price objective is calculated to estimate
the potential movements in price that a given equity could reach provided certain targets are met over a defined time horizon.
Price objectives are subject to external factors including industry events and market volatility.

RETURN ASSESSMENT

Market Outperform (Buy): The common stock of the company is expected to outperform a passive index comprised of all the
common stock of companies within the same sector.
Market Perform (Neutral): The common stock of the company is expected to mimic the performance of a passive index
comprised of all the common stock of companies within the same sector.
Market Underperform (Sell): The common stock of the company is expected to underperform a passive index comprised of
all the common stock of companies within the same sector.

Investment Banking Services include, but are not limited to, acting as a manager/co-manager in the underwriting or placement
of securities, acting as financial advisor, and/or providing corporate finance or capital markets-related services to a company
or one of its affiliates or subsidiaries within the past 12 months.

Distribution of Ratings Table
IB Service/Past 12 Months

Ratings Count Percent Count Percent
Buy 175 96.15% 51 29.14%
Neutral 4 2.20% 2 50.00%
Sell 0 0.00% 0 0.00%
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