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Ubika Gold 20 (UG20) Beats Benchmark, as the 
Gold Price Trends Upward 

The UG20 index has gained 1.0% since our last report dated June 19th, 2017, outperforming 
its benchmark TSX Gold index. The TSX Gold index declined 2.6% while the gold spot 
price increased 1.3% over the same period. The strong performance of the index can be 
attributed to a mix of a rising gold price and strong company-specific performances since 
the last report. Strong company-specific performances can be attributed largely to Kirkland 
Lake Gold (TSX: KL), which returned 26% over the period, and Premier Gold Mines (TSX: 
PG), which gained 15%. We discuss these companies, and more, in this edition of the UG20 
report.

Industry Highlights

•	 The World Gold Council released a Q2/2017 report detailing lower demand 
trends in gold. The report states that gold demand for Q2/2017 was 953.4 tonnes, 
which was 10% lower than Q2/2016, and H1/2017 demand fell 14% to 2,003.8 tonnes, 
compared to H1/2016. The main drivers of changes in gold demand came from ETF 
flows, bar and coin investments, jewellery demand, central bank purchasing activity, 
and technology demand. The biggest reason for the slump in gold demand, compared 
to a year ago, was due to ETF inflows slowing from last years’ record pace, although 
they did add 56 tonnes in Q2/2017. Bar and coin investments and jewellery demand 
both increased from low levels in 2016. Furthermore, central banks continued to buy, 
but at a more modest pace than in recent years, and technology demand grew 2% to 
81.3 tonnes. 

•	 Eldorado Gold (TSX: ELD) (NYSE: EGO) completed the acquisition of Integra 
Gold (TSXV: ICG) on July 10th, 2017. Eldorado purchased Integra for $590mm, 
comprised of $129mm in cash and $461mm in shares. The acquisition strengthens 
Eldorado’s position in Canada, and gives the Company strong exposure to the gold-rich 
Eastern Abitibi region in Quebec. Eldorado has slowly been reducing their international 
footprint, beginning with the sale of all its Chinese assets in 2016, and the decision to 
halt exploration plans for its Kisladag mine. 

•	 Eldorado Gold (TSX: ELD) will face Greek officials in an arbitration court later 
this month to address permitting issues. The country’s Energy minister met with 
representatives from Eldorado in Athens last week to discuss the process and issues 
related to Eldorado’s projects in northern Greece. The process is scheduled to begin 
at the end of August, however the Company has not yet received formal notice of the 
mediation. The Company’s stock closed down 7% when the news was released on 
August 3rd. 
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Notable Performers

Kirkland Lake Gold (TSX: KL)

Kirkland Lake Gold is a mid-tier gold producer with five wholly-owned and underground 
operating mines in Canada and Australia. Their profile is anchored by three high-grade, low-
cost mines: the Macassa, Taylor, and, Fosterville mine. The Company’s share price increased 
26% since our last report due to record gold production in Q2/2017, and a news release 
detailing an increased reserve estimate at Fosterville. 

On August 2nd, the Company reported strong financial results, led by a 135% increase in 
revenue, and a 183% increase in EPS, compared to the same period last year. The revenue 
increase was driven by record results at their Fosterville mine, which produced 77,069 ounces, 
a 67% increase from Q1/2017. The increase was due largely to a significant improvement in 
the mill grade (17.2 g/t Au vs 11.1 g/t Au in the prior quarter). Operating cash costs per ounce 
sold in Q2/2017 were $482, a 15% improvement from $564 in the previous quarter. The cost 
decrease was driven primarily by the improvement in grade and increased production, which 
also increased profitability.

Figure 1: Kirkland Lake Q2/2017 Production

Source: Company Filings
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Prior to the Q2/2017 earnings release, Kirkland Lake Gold reported an increased resource 
estimate at Fosterville. The Company announced a 110% increase in underground mineral 
reserves to more than 1,030,000 ounces of gold. The main factor contributing to the significant 
growth in ounces is an 84% increase in grade to 17.9 g/t Au from 9.8 g/t Au. The increase was 
the result of new drill data, mining recovery improvements, and a refined mineral resource 
estimate methodology in zones containing visible gold. Increased resource ounces and 
grade can improve the cash flows of the mine while keeping costs low. Due to the news, the 
Company increased their guidance for 2017, which is summarized below:

Kirkland Lake Gold has a strong balance sheet with a ~3:1 current ratio and no long-term debt. 
The Company is trading at 1.2x NAV, which is in line with the median gold producing peer 
average of 1.1x. 

Premier Gold Mines (TSX: PG)

Premier Gold is a gold producer, exploration and development company with a high-quality 
pipeline of precious metal projects in proven, accessible, and safe mining jurisdiction in 
Canada, the U.S., and Mexico. The Company’s stock is up 15% since our last report due to 
news detailing a production guidance increase. 

Premier Gold recently gave an update on their mining and development activities at their 40% 
owned South Arturo mine located in the Carlin Trend of Nevada. The South Arturo mine is 
a joint venture between Premier and Barrick Gold Corporation’s wholly-owned subsidiary, 
Barrick Gold Exploration Corp. Mining at South Arturo has been extended early into the third 
quarter to maximize production from the Phase 2 pit. Premier now expects its share of 2017 
production to exceed 45,000 ounces and increased annual production guidance by 20,000 
ounces.

Figure 2: 2017 Refined Guidance

Source: Company Resources
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Going forward the Company is exploring the potential expansion at the South Arturo mine. 
They are currently seeking permits from the government, with plans to develop underground 
access to complete detailed drilling and mine planning in advance of potential future 
production. The proposed Phase 1 open-pit development has been advanced into the draft plan 
for a detailed review and, if approved, development could begin in early 2019. 

Premier Gold has a strong balance sheet with a ~4:1 current ratio and a ~14% debt/equity ratio. 
They are trading at 1.5x NAV, which is above the median gold producer peer average. This is 
likely due to investor optimism relating to their recent production increase.

Guyana Goldfields Inc. (TSX: GUY)

Guyana Goldfields is a Canadian mid-tier gold producer focused primarily on the exploration, 
development, and operation of gold deposits in Guyana, South America. Their 100% owned 
Aurora Gold mine achieved commercial production in early 2016, and has total gold resources 
of 6.25mm ounces. The Company’s stock price has decreased 22% since our last report due to 
a poor Q2/2017 earnings release.

The Company’s financial highlights for the quarter are as follows: 

•	 Revenues of $38mm, down 17% from Q2/2016 
•	 Earnings from mine operations of $3mm, down 81% from Q2/2016
•	 EPS of -$0.02, down 140% from Q2/2016 
•	 Cash flow from operations of $7mm, down 53% from Q2/2017 
•	 Reduced debt from $143mm in Q2/2016 to $69mm in Q2/2017 

On July 18th, the Company announced Q2/2017 production, which included gold production 
of 37,617 ounces, silver production of 89,474 ounces and gold sales of 43,213 ounces at an 
average realized price of US$1,256 per ounce. The strong production was due to strength at 
the South Arturo mine, and the Mercedes mine, which continues to grow revenues and reduce 
costs. Due to the better-than-expected performance, the Company increased their full-year 
production guidance to 130,000-140,000 ounces from 125,000-135,000 ounces of gold and 
340,000-365,000 ounces of silver, up from 325,000–350,000 ounces.

Figure 3: Ana Paula Project

Source: Company Filings
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The Company’s mining costs were above budgeted levels due to continued use of rental 
drills due to a delivery delay on new production drills, which the Company expected to be in 
operation by Q2/2017. Furthermore, the Company experienced more delays in the delivery of 
bulk emulsion explosives, resulting in the Company reverting to the use of more expensive 
packaged explosives for most of the quarter. 

For the remainder of the year, the Company expects a higher-grade profile, lower strip ratio, 
lower mining costs, and lower AISC costs. The Company believes mining costs to be lower 
as cost efficiencies are achieved with the decommissioning of rental equipment and the use of 
bulk emulsion explosives at the start of the third quarter. Due to this, the Company believes 
they will achieve the lower range of their full-year production guidance.

The Company’s poor quarter can be attributed to lower grades, lower recoveries, a high strip 
ratio, and operational problems. The Company’s mill head grade of 2.06 g/t Au was lower than 
expected due to lower grades from stockpiled ore being fed through the mill. The Company 
stated the lower expected grades from the stockpile can be attributed to the processing of 
stockpile accumulated early in the mine life when ore control measures were still being fine 
tuned. They expect a significant increase in mill feed grade in the second half of the year.

Figure 4: Guyana Goldfields Financial Highlights

Source: Sedar Filings

http://smallcappower.com/reports/
http://smallcappower.com/reports/


Ubika Gold 20
Jun. 19, 2017 - Aug. 7, 2017

Page 6 Get Additional Ubika Research Reports on SmallCapPower.com

The Company’s biggest catalyst going forward is the mill expansion at their Aurora mine. The 
first phase expansion is expected to be complete by the end of Q1/2018 with a capital cost 
of $21.4mm, engineering is 70% complete, and the first phase expansion is in line with the 
original budgets and schedule. 

The Company has a strong balance sheet with a ~6:1 current ratio, and ~15% debt/equity ratio. 
The Company is currently trading at 0.92x NAV, which is below the median gold producer 
peer average. This discount to peers is likely due to investor skepticism towards the Company 
after their poor quarter

Figure 5: Guyana Production Guidance 

Source: Company Resources 
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Important Disclosure
Smallcappower.com is owned and operated by Ubika Corporation whose divisions include Ubika Research and Ubika Communications. Ubika Corp. is a wholly owned 
subsidiary of Gravitas Financial Inc. The following terms and conditions (“Terms of Use”) govern the use of this website (“site”) www.SmallCapPower.com. By accessing 
this site, you agree to comply with and be legally bound by the Terms of Use as set out herein. Ubika reserves the right to seek all remedies available at law and in 
equity for violations of these Terms of Use, including the right to block access from a particular internet address to our site.

Disclaimer
Ubika Corporation and its affiliates or partners will seek to provide services to companies mentioned on the smallcappower.com website. Hence, all information 
available on smallcappower.com should be considered as commercial advertisement and not an endorsement, offer or recommendation to buy or sell securities. 
Ubika Corporation and its related companies (including its directors, employees and representatives) or a connected person may have ownership/stock positions in, or 
options on the securities detailed in this report, and may buy, sell or offer to purchase or sell such securities from time to time.

Ubika and/or its affiliates and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities and/or commodities and/or 
commodity futures contracts in certain underlying companies mentioned in this site and which may also be clients of Ubika’s affiliates. In such instances, Ubika and/or 
its affiliates and/or their respective officers, directors or employees will use all reasonable efforts to avoid engaging in activities that would lead to conflicts of interest 
and Ubika and/or its affiliates will use all reasonable efforts to comply with conflicts of interest disclosures and regulations to minimize the conflict.

Specifically all companies mentioned or listed as “Analyst Covered Companies” at smallcappower.com and which are shown under the heading “Analyst Covered 
Companies” on the page: http://www.smallcappower.com/companies have entered into a commercial relationship with Ubika Corporation or our affiliates for capital 
market services and have paid fees and/or shares or stock options or warrants for being featured and mentioned in smallcappower.com. Hence these “Analyst Covered 
Companies” at smallcappower.com are shown at the website as an advertisement only and any mention of these companies does not and will not constitute an offer 
to buy or sell securities in the featured companies. Ubika Corporation, its affiliates or partners will seek to provide services to companies mentioned in smallcappower.
com website. Hence, all information available on smallcappower.com should be considered as commercial advertisement and not an endorsement, offer or 
recommendation to buy or sell securities.

Ubika Corporation and its divisions Ubika Communication and Ubika Research (collectively, “Ubika”) are not registered with any financial or securities regulatory 
authority in Ontario or Canada, and do not provide nor claims to provide investment advice or recommendations to any visitor of this site or readers of any content on 
this site.

The information on this site is for informational purposes only. This site, including the data, information, research reports, press releases, findings, comments, 
views and opinions of Ubika’s analysts, columnists, speakers or commentators, and other contents contained in it, is not intended to be: investment, tax, banking, 
accounting, legal, financial or other professional or expert advice of Ubika or its affiliates, or a recommendation, solicitation or offer by Ubika or its affiliates to buy or 
sell any securities, futures, options or other financial instruments, and such information should not be relied upon for such advice. Every user of this site is advised to 
seek professional advice before acting or omitting to act on any information contained in the site.

Research reports and newsletters have been prepared without reference to any particular user’s investment requirements or financial situation. Where reference is 
made to estimate of value or relative value of a specific company, there is no guarantee that these estimates are reliable or will materialize. Readers of these reports 
and newsletters are advised to conduct their own due diligence before making any investment decisions. Ubika does not make independent investigation or inquiry 
as to the accuracy and completeness of any information provided by the Analyst Covered companies. Although the content has been obtained from sources believed 
to be reliable, this website could include technical or other inaccuracies or typographical errors and it is provided to you on an “as is” basis without warranties or 
representations of any kind. Ubika and its affiliates make no representation and disclaim all express and implied warranties and conditions of any kind, including 
without limitation, representations, warranties or conditions regarding accuracy, timeliness, completeness, non-infringement, satisfactory quality, merchantability, 
merchantable quality or fitness for any particular purpose or those arising by law, statute, usage of trade, or course of dealing. Ubika and its affiliates assume no 
responsibility to you or any third party for the consequences of any errors or omissions.

Information in this site is subject to change without notice. Ubika assumes no liability for any inaccurate, delayed or incomplete information, nor for any actions taken 
in reliance thereon.

Ubika, its affiliates and their respective directors, officers, employees, or agents expressly disclaim any liability for losses or damages, whether direct, indirect, special, 
or consequential, or other consequences, howsoever caused, arising out of any use or reproduction of this site or any decision made or action taken in reliance upon 
the content of this site, whether authorized or not. By accessing this site, each user of this site releases Ubika, its affiliates and their respective officers, directors, 
agents and employees from all claims and proceedings for such losses, damages or consequences.

Ubika and its affiliates do not endorse or recommend any securities issued by any companies identified on, or linked through, this site. Please seek professional advice 
to evaluate specific securities or other content on this site. Links, if any, to third party sites are for informational purposes only and not for trading purposes.Ubika and 
its affiliates have not prepared, reviewed or updated any content on third party sites and assume no responsibility for the information posted on them.

Ubika and/or its affiliates and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities and/or commodities and/or 
commodity futures contracts mentioned in this site.

This site may include forward-looking statements about objectives, strategies and expected financial results of companies featured in this site or where research 
reports are available on companies displayed and/or featured on this site. Such forward-looking statements are inherently subject to uncertainties beyond the control 
of such companies. The users of this site are cautioned that the company’s actual performance could differ materially from such forward-looking statements.

World Wide Web sites accessed by hypertext links (“hyperlinks”) appearing in this site have been independently developed by parties other than Ubika and Ubika 
has no control over information in any hyperlinked site. Ubika is providing hyperlinks to users of this site only as a convenience. Ubika makes no representation and 
is not responsible for the quality, content or reliability of any information in any hyperlinked site. The inclusion of any hyperlink in this site should not be construed 
as an endorsement by Ubika of the information in such hyperlinked site and does not imply that Ubika has investigated, verified or monitored the information in 
any such hyperlinked site. Should you wish to inquire about creating a link from your World Wide Web site to this site, contact SCP marketing via e-mail at: info@
smallcappower.com. for written authorization.

See our full disclaimer here.
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