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Sierra Reports a Solid Q4
Sierra Metals Inc. (TSX:SMT,BVL:SMT) reported Q4 and 2016 production results that were highlighted by
record consolidated throughput and the company’s second highest level of annual metal production to
date. At 79.1M lb CuEq, Sierra’s annual production increased by 4% YoY and reached the higher end of
the company’s 2016 guidance (69.1-85.3M lb CuEq). The company’s Q4 production was flat QoQ but
increased by 31% YoY (Figure 1). Of note, Yauricocha’s quarterly production increased by 1% QoQ,
although a planned shutdown took place at the mine during Q4. Bolivar benefited from record annual
throughput in 2016 which increased by 14% YoY but the mine’s annual production, which increased by
only 4% YoY, was impacted by declines in grades and recoveries. In addition, the company released its
2017 production and cost guidance with an expected increase of 25-45% over 2016 production. In our
view, it is likely that Sierra is posed for a strong 2017 on the back of operational improvements at
Yauricocha and continued exploration success at the mine’s Esperanza zone. We expect Sierra’s
operational execution to bring about the capital structure changes needed to improve the stock’s
liquidity, which in our view, has the potential to positively benefit the company’s share price.

Figure 1: Q1 2015 - Q4 2016 Production From All Mines - CuEq
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Yauricocha delivers good operating results despite shutdown. At Yaurichoca, annual production
increased by 9% YoY while quarterly production increased by 1% QoQ and 65% YoY, despite there being
a planned shutdown at the mine in Q4. In our view, these results demonstrate the positive effect the
operational improvement program. In addition, grades from the higher grade Esperanza zone continued
to benefit production in Q4. We expect these strong operational results to be reflected in the company’s
financials and expect these operating results to be repeatable in Q1 2017.
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Figure 2: Q1 2015 - Q4 2016 Production at Yauricocha - CuEq
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Lower grades and recoveries offset Bolivar’s record annual throughput. Bolivar featured record annual
throughput which increased by 14% YoY while production, which was impacted by declines in grades
and recoveries, showed an increase of only 4% during the same period. Sierra continues to be focused
on higher grade material, along with operational improvements which appear to have benefitted
production in Q4. Although throughput declined by 2% QoQ, quarterly production increased by 3% QoQ
(Figure 3).

Figure 3: Q1 2015 - Q4 2016 Production at Bolivar - CuEq
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Cusi’s Q4 production suffers from poor weather. Annual metal production declined by 3% YoY at Cusi as
a result of decreased throughput (down 7% YoY), a decline in silver grade (down 2%) and silver
recoveries (down 6%). As a result, annual silver production saw a decline of 15% YoY but was partially
offset by an increase in gold production (up 15% YoY) and lead production (up 50% YoY). Quarterly
production declined steeply by 23% QoQ and 32% YoY (Figure 4) as a result of poor weather conditions
on site.
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Figure 4: Q1 2015 - Q4 2016 Production at Cusi - AgEq
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Sierra guides for significant production increases in 2017. Sierra is guiding for 2017 production in the
range of 98.6-115.1M lb CuEq (11.534-13.454M oz AgEq), which represents a 25-45% increase over
2016 production. Sierra expects to achieve this on the back of increased production and higher
recoveries at Yaurichoca and Bolivar and increased throughput at Cusi. Yauricocha is expected to
produce ~60% of 2017 output and has forecasted AISC and cash costs of US$12.29/oz AgEq and
US$9.58/oz AgEq, respectively.
Company Information: Sierra Metals Inc (TSX:SMT)
Sierra Metals is a Canadian mining company with three operating mines and several precious and base metal exploration targets in Latin America. After starting to
mine the higher grade Esperanza zone at its Peruvian flagship Yauricocha mine in August 2016, Sierra Metals reported its second highest quarterly metals
production in Q3 2016, producing 3,201 AgEq, and is poised for strong results going forward. In the near-term, Sierra is focused on improving operating
performance through the production of higher value ore and strengthening its asset base.
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Stage
Production
Production
Production

Current Resources (M&I+I)

Notes

121M oz AgEq
(11.6Mt @ 323.9 g/t AgEq)
587M lb CuEq
(21.6Mt @ 1.23% CuEq)
35M oz AgEq
(4.4Mt @ 246.8 g/t AgEq)

~5 year mine life remains. Exploration &
development ongoing from the mine's 1070 level
~6 year mine life remains. A resource update is
expected following a 2016 exploration program
Pre-feasibility study in progress, including for the
construction of a new on-site processing plant

Financials
Price (C$/sh):
Basic S/O (M):
Fully Diluted Shares (M):
Market Cap (C$ M):
Cash (C$ M):
Debt (C$ M):
EV (C$ M):
2016 Production (M lb CuEq):

Peer Comparison
$2.10
161.9
161.9
$340.1
$35.7
$108.5
$412.9
79.5

Company

TSX:SMT
TSXV:ASM
TSX:EDR
TSX:EXN
TSXV:IPT
TSXV:SCZ
TSX:USA
Peer Average

P/NAV (C$)

0.97x
0.48x
1.23x
1.33x
0.63x
0.67x
0.81x
0.87x

2017EV/CF

8.0x
4.1x
11.1x
9.8x
10.2x
8.5x
7.6x
8.5x
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Disclaimer
Red Cloud Klondike Strike Inc. is registered as an Exempt Market Dealer in British Columbia, Alberta, Saskatchewan, Manitoba,
Ontario, Quebec, New Brunswick, Nova Scotia, Prince Edward Island, Newfoundland & Labrador, and the Yukon. Part of Red Cloud
Klondike Strike Inc.'s business is to connect mining companies with suitable investors that qualify under available regulatory
exemptions (the "Red Cloud KS Business"). Red Cloud Klondike Strike Inc., its affiliates and associates, and their respective
officers, directors, representatives, researchers and members of their families (collectively, "Red Cloud KS") may hold positions in
the companies mentioned in this publication and may buy or sell, or buy and sell their securities or securities of the same class on
the market or otherwise. Additionally, Red Cloud KS may have provided in the past, and may provide in the future, certain advisory
or corporate finance services and receive financial and other incentives from issuers as consideration for the provision of such
services.
Red Cloud KS has prepared this publication for general information purposes only, NOT as part of the Red Cloud KS Business. This
document should not be considered a solicitation to purchase or sell securities or a recommendation to buy or sell securities. The
information provided by Red Cloud KS for the purposes of this publication has been derived from sources believed to be accurate,
but cannot be guaranteed. Opinions or analysis contained in this publication may be subject to change and Red Cloud KS does not
undertake to advise the reader of such changes. This publication does NOT take into account the particular investment objectives,
financial situations, or needs of individual recipients and other issues (e.g. prohibitions to investments due to law, jurisdiction
issues, etc.) which may exist for certain persons. Recipients should rely on their own investigations and take their own
professional advice before investment. Red Cloud KS will not treat recipients of this publication as customers or clients by virtue
of having viewed this report.
Company Specific Disclosure Details
Company Name
Ticker Symbol
Sierra Metals Inc.
TSX:SMT, BVL:SMT
1)
2)
3)
4)
5)
6)
7)

Disclosures
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A member of Red Cloud KS team has visited/viewed material operations of the issuer.
In the last 12 months, Red Cloud KS has been retained under a service or advisory agreement by the subject issuer.
In the last 12 months, Red Cloud KS has received compensation for investment banking services.
Red Cloud KS or a member of the Red Cloud KS team or household, has a long position in the shares and/or the options of
the subject issuer.
Red Cloud KS or a member of the Red Cloud KS team or household, has a short position in the shares and/or the options of
the subject issuer.
Red Cloud KS or a member of the Red Cloud KS team own more than 1% of any class of common equity of the subject issuer.
A member of Red Cloud KS team or a member’s household serves as a Director or Officer or Advisory Board Member of the
subject issuer.
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