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Equity Research

Americas Silver Corporation® BUY

USA-TSX
Last: CS$2.23

April 4, 2019 Target: C$5.50
Financing package de-risks Relief Canyon and
What's Changed old New
. . . Rati BUY c
brlngs Sandstorm as strateglc eqUIty partner T::;ﬁ €$5.50 :z
Silver Equivalent Production 2019E (kSEO) 7,262 7,210
Last night, Americas Silver announced the closing of the Pershing transaction Silver Equivalent Production 2020€ (kSEO) 14,376 13,263
and a financing package provided by Sandstorm Gold to fund the construction ~ Silver Equivalent Production 2021 (kSEO) 16,953 18,130
. . . Share Data
of the Relief Canyon heap leach gold mine in Nevada. Share ofs (mm, basic/f.d. £ itm) S
. . . 52-week high/| €$5.37/C$1.66
Sandstorm provides funding and becomes strategic partner Maﬁetca,;g(smm 6128
EV (Smm) $96
Sandstorm is providing construction financing of $42.5mm by way of a Net debt ($mm) ($32)
$25mm precious metals delivery and stream agreement, a $10mm ;r/;’\j/e/cfd retrn 2273
convertible debenture which converts at a 35% premium to the 5-day VWAP, P/NA\S, o 0.40x
and a $7.5mm equity placement done at the 5-day VWAP. With the equity P/NAV at spot 0.43x
placement and convertible, Sandstorm will own ~6% of USA shares. Financial Data
YE Dec. 31 2019E 2020E  2021E
The $25mm gold purchase/stream entails fixed delivery of 33 koz over the iilvﬁrquPmdu?g/oslg()SEo) ;'921‘2’ 12'82‘533 12'81?6’
otal cash costs . . .
first 5.5 years of the mine life, and a 4% gold and silver stream afterwards in AISC ($/SEO) $11.96  $991 $9.36
exchange for between 30-65% of spot price. At spot prices, it looks to be FCF to equity ($mm) ($37) $24  $75
N L . . EPS $0.13  $0.39  $0.58
around ~18% IRR for Sandstorm, in line with recent peer transactions. CEPS €034 070 £110
The company is also selling its San Felipe property option to Premier Gold for ZEF 1?12i ;i: iii
$10.8mm, $S7mm of which will be paid now and the remainder is dependent EV/EBITDA 34x 17x 10x
on future construction/production milestones. This is a positive development All figures in USS unless otherwise noted
as it both reduces exposure to zinc and provides non-dilutive cash to the
balance sheet. f./_l Current Chart i Previous Research
San Rafael Zone 120/El Cajén PFS results David Stewart, P.Eng. (416) 941-6781

dstewart@gmpsecurities.com

The company also released the results of a PFS on the EC120 project, which
would see an additional 2.5 Moz of silver and 4.6 Mlbs copper production
annually over a 5-year mine life. While the initial reserves came in a bit lighter
than we modeled, most study metrics were in line with our model.

Recommendation

The financing package has de-risked the Relief Canyon development plan and
also brings Sandstorm as a strategic equity partner. Management is targeting
first gold pour by late 4Q19/early 1Q20, and we believe the financing package
removes the balance sheet risk in the construction phase.

We reiterate our BUY recommendation and maintain our target of C$5.50,
derived from a P/NAV multiple of 1.0x and a CAD/USD assumption of 0.75.

Prepared by GMP Securities L.P. See important disclosures on the last page of this report
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AMERICAS SILVER CORP. /’k AM E R I CAS Analyst: David Stewart, P.Eng.  (416)941-6781 dstewart@gmpsecurities.com

SILVER CORPORATION

Ticker (TSX) USA Date 4-Apr-19

Current price €$2.23 Rating BUY

52-week high/low €$5.37/C$1.66 Target C$5.50

Market cap ($mm) $128.2 Implied return 147%

Net debt (Smm) ($31.9) Current basic shares o/s (mm) 76.8

EV ($mm) $96.3 GMP model fully diluted ITM, fully financed shares (mm) 87.0

GMP MACRO ASSUMPTIONS 2018A  2019E  2020E  2021E  2022E

Gold price ($/02) $1,272 $1,301 $1,300 $1,300 $1,300 €$6.00 150

Silver price ($/0z) $15.72  $16.14  $16.25 $16.25  $16.25 30-day avg vol (000's) USA-CA (C3/sh)

Copper price ($/1b) $2.94 $2.88 $3.10 $3.10 $3.10

Zinc price ($/1b) $1.33 $1.28  $1.30  $1.30  $1.10  C$4.00 100

Lead price ($/1b) $1.02 $0.98 $1.00 $1.00 $1.00

OPERATIONS SUMMARY 2018A 2019E 2020E 2021E 2022E €52.00 50

Gold production (koz) - - 64 82 83

Silver production (koz) 1,418 1,889 2,620 5,167 5,166 €$0.00 0

Copper production (klbs) - - - 4,623 4,623 G &Y @ > Y @ Y @ > o

Zinc production (klbs) 34,219 40,109 41,913 41,913 38,251 VQ"\NV@*\N \&‘\\/ \}>\" v\?y L,é?\\’ o@"\N %o“\’\ Qéy \'b(\\'» @0\@&*&

Lead production (klbs) 30,467 35,170 35,862 35,862 34,502

Silver equivalent production (kSEO) 6,287 7,210 13,263 18,130 17,392

Total cash costs ($/SEO) - co-product $10.43 $9.42 $8.50 $8.16 $8.75 Discount Value % of total

AISC ($/SEO) - co-product $13.91 $11.96 $9.91 $9.36 $9.83 Item Location rate Smm $/sh NAV
Cosald Mexico 5% $183 $2.10 51%

FINANCIAL STATEMENTS 2018A 2019E 2020E 2021E 2022E Galena Idaho 5% $3 $0.03 1%

Income ($mm) Relief Canyon Nevada 5% $139 $1.60 39%

Revenue $68.4 $88.9 $178.9 $249.3 $240.4 San Felipe Mexico $11 $0.12 3%

Operating costs $52.1 $51.6 $110.3 $144.2 $142.5 Working capital $52 $0.60 14%

EBITDA $5.6 $28.0 $58.1 $94.0 $86.7 Longterm debt ($6)  ($0.06) (2%)

Depreciation $10.6 $14.9 $22.9 $40.7 $37.0 ITM options and warrants $1 $0.01 0%

Adj. netincome ($6.1) $9.5 $32.0 $47.4 $37.2 Other corporate adjustments 5% ($23)  ($0.26) (6%)

Weighted average shares out (mm) 43.6 71.9 81.7 81.7 81.7 Total NAV $360 $4.14 100%

Cash flow ($mm)

Operating cash flow $9.0 $20.3 $52.9 $90.0 $76.3 Total NAV at spot $337 $3.87

Investing cash flow ($19.2)  ($40.2) ($23.3) ($15.0) ($12.0)

Financing cash flow $4.3 $32.7 ($5.5) ($0.1) $0.0 P/NAV at GMP metal price deck 0.40x

Net change in cash ($5.9) $12.9 $24.1 $74.9 $64.3 P/NAV at spot metal prices 0.43x

Ending cash balance $3.5 $16.3 $40.4 $1153  $179.6

SILVER EQUIVALENT PRODUCTION AND

COST PROFILE
Balance sheet ($mm)

20,000 16
Cash & equivalents $3.5 $16.3 $40.4  $1153  $179.6 $
Currentassets $29.4  $463  $74.4 $149.3 $213.5 [ PR,
Current liabilities $23.0 $19.9 $14.5 $14.4 $24.4 § H 1 |
N © » 15,000 1 T { $14
Working capital $6.4 $26.4 $59.9 $1349  $189.2 = I ' |
I '
Short term debt $8.6 $5.5 $0.1 $0.0 $10.0 'g ! ] H ’Q‘
3 I
Longterm debt $5.5 $10.1 $10.0 $10.0 $0.0 3 ' 2
5 10,000 $12 L
Net debt $10.6 (0.7) ($30.3) ($105.3) ($1696) g 2
E S
FINANCIAL HIGHLIGHTS 2018A 2019E 2020E 2021E 2022E S5
" & 5,000 $10
Adj. EPS ($/sh) ($0.14) $0.13  $0.39  $0.58  $0.46 @ >
3
Adj. CFPS ($/sh) $0.16 $0.34 $0.70 $1.10 $0.93 =
&
Free cash flow to firm (Smm) ($5.9)  ($26.9) $29.6 $75.0 $64.3
Free cash flow to equity (Smm) ($9.8) ($36.6) $24.1  $74.9  $64.3 0 8
2018A 2019E 2020E 2021E 2022E
FCF to equity per share ($/sh) (50.22)  ($0.51) $0.30 $0.92 $0.79
FCF to equity per AgEq ounce ($/SEO) ($1.55) ($5.08) $1.82  $4.13  $3.70 . Cosald = Galena ! Relief Canyon
e Total cash costs e A|SC
RATIO ANALYSIS 2018A 2019E 2020E 2021E 2022E
Pl hmx  133x  a3x  29x 37«
P/CF 10.6 x 4.9 x 2.4 x 1.5 x 1.8 x
EV/EBITDA 17.3 x 3.4 x 1.7 x 1.0 x 1.1x $180
Net debt/EBITDA 1.9x (0.0)x (0.5)x (1.1)x (2.0)x E $150
@
o $120
METAL EXPOSURE AND ASSET BREAKDOWN %
E $90
2019 Revenue at spot
T $60
&
g $30
=
g %0
o
e ($30)
Cosala
56% (560)
2018A 2019E 2020E 2021E 2022E
N Operating cash flow [ Investing cash flow
[ Financing cash flow e Ending cash balance

= e = Ending cash balance at spot

Source: GMP estimates, USAreports, FactSet SEO refers to silver equivalent ounces
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Disclosures

GMP FirstEnergy is a trade name and division of GMP Securities L.P. (“GMP”), and a trade name of FirstEnergy Capital LLP (together with GMP referred to as
“GMP/FirstEnergy”). The information contained in this report is drawn from sources believed to be reliable but the accuracy or completeness of the
information is not guaranteed, nor in providing it does GMP/FirstEnergy assume any responsibility or liability whatsoever. Information on which this report
is based is available upon request. This report is not to be construed as a solicitation of an offer to buy or sell any securities. GMP/FirstEnergy and/or
affiliated companies or persons may as principal or agent, buy and sell securities mentioned herein, including options, futures or other derivative
instruments thereon. Griffiths McBurney Corp. (“GM Corp.”), an affiliate of GMP accepts responsibility for the contents of this research report subject to the
foregoing. U.S. clients wishing to effect transactions in any security referred to herein should do so through GM Corp. GMP Securities L.P. will provide upon
request a statement of its financial condition and a list of the names of its Directors and senior officers.

The superscript(s) following the issuer name(s) mentioned in this report refers to the company-specific disclosures below. If there is no such superscript,
then none of the disclosures are applicable and/or required.

Company-Specific Disclosures:

1 GMP/FirstEnergy has, within the previous 12 months, provided paid investment banking services or acted as underwriter to the issuer.
2 RESERVED

3 GMP/FirstEnergy owns 1% or more of this issuer’s securities.

4

5

RESERVED

The analyst is related to an officer, director or advisory board member of this issuer, but that related individual has no influence in the preparation of this
report.
6 The analyst has viewed the operations of this issuer and the issuer paid all or a portion of the travel expenses associated with the analyst’s site visit to its
operations.

7 The analyst has viewed the operations of this issuer.

8 The analyst and/or a member of their household has a position in this issuer's securities.

9 A member of the Board of Directors of this issuer is also a member of the Board of Directors of GMP Capital Inc., but that individual had no influence in
the preparation of this report.

10 The analyst owns this issuer's securities in a managed account but has no involvement in the investment decisions for that managed account.

Each research analyst and associate research analyst who authored this document and whose name appears herein certifies that:

(1) the recommendations and opinions expressed in the research report accurately reflect their personal views about any and all of the securities or issuers
discussed herein that are within their coverage universe; and (2) no part of their compensation was, is or will be, directly or indirectly, related to the
provision of specific recommendations or views expressed herein.

GMP/FirstEnergy Analysts are not registered and/or qualified as research analysts with FINRA and therefore may not be subject to FINRA Rule 2241
restrictions on communications with a subject company, public appearances and trading securities held by a research analyst account as defined by FINRA
but are subject to the applicable regulatory rules as mentioned in the next paragraph.

All relevant disclosures required by regulatory rules (including The Investment Industry Regulatory Organization of Canada, and Financial Conduct
Authority), GMP/FirstEnergy’s recommendation statistics and research dissemination policies can be obtained at www.gmpsecurities.com or by calling
GMP’s Compliance Department at 416-367-8600 or toll free at 888-301-3244.

GMP/FirstEnergy Analysts are compensated competitively based on several criteria. The Analyst compensation pool is comprised of several revenue
sources, including secondary trading commissions, new issue commissions, investment banking fees, and directed payments from institutional clients.

The GMP/FirstEnergy research recommendation structure consists of the following ratings:

Buy: A Buy rating reflects 1) bullish conviction on the part of the analyst; and 2) typically a 15% or greater return to target.

Speculative Buy: A Speculative Buy rating reflects 1) bullish conviction on the part of the analyst accompanied by a substantially higher than normal risk,
including the possibility of a binary outcome; and 2) typically a 30% or greater return to target.

Hold: A Hold rating reflects 1) a lack of bullish or bearish conviction on the part of the analyst; and 2) typically a return of 0 to 20%.

Reduce: A Reduce rating reflects 1) bearish conviction on the part of the analyst; and 2) typically a 5% or lower return to target.

Tender: Clients are advised to tender their shares to a takeover bid or similar offer.

Country Specific Disclaimers:

Canada: GMP is a member of IIROC and a participant of the TSX, TSX Venture and the Montreal Exchange. 145 King Street West, Suite 300 Toronto, Ontario
M5H 1J8 Tel: (416) 367-8600.

UK and Europe: This material is distributed by FirstEnergy Capital LLP to persons who are eligible counterparties or professional clients. FirstEnergy Capital
LLP is authorised and regulated by the Financial Conduct Authority. 85 London Wall, London, EC2M 7AD Tel: +44 (0)20 7448 0200

Other countries: circulation of this report may be restricted by laws and regulations in other countries and persons in receipt of this document must satisfy
any relevant legal requirements in that country.

© GMP. All rights reserved. Reproduction in whole or in part without permission is prohibited.





