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Dynacor Reports Record Production 

 
On January 18, 2018, Dynacor Gold Mines Inc. (TSX: DNG) announced that gold production in 
December 2017 hit an all-time high of 8,908 oz (up 31% YoY). The Chala facility in Peru has 
been operating at full capacity of 300 tpd since November. The full year production in 2017 was 
79,897 oz, with 24,066 oz coming from the last quarter (up 15% YoY). 2017 production beat our 
forecast of 79,182 oz. Management’s guidance for the year was 78 – 80 Koz.  The annualized 
production rate is now approximately 100,000 oz of gold. The company is now taking initiatives 
to increase capacity to 360 tpd.  
 
The company also announced earlier this month that it is now debt-free after making the final 

outstanding payment of $1.9 million on its long-term senior secured credit facilities. 

As 2017’s gold production beat our estimate, we are expecting the company’s 2017 financials to 
beat our revenue estimate of $100 million, and net profit estimate of $3.72 million (EPS: $0.10). 
2017 year-end financial statements are expected to be released in March. The following chart 
shows a summary of the operating performance for the first nine months of 2017.  
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Operating Performance 

 
Source: Company Data 

 

We have a BUY rating and a fair value estimate of $3.85 per share on DNG’s shares.  

 

Shoal Games Reports 250,000+ Downloads 

 

On January 19, 2018, Shoal Games Ltd. (TSXV: SGW) announced that Rooplay surpassed 
250,000 downloads from the Google Play Store since its launch in May. This is up from over 
220,000 downloads since our update report in December 2017. We believe the significant 

increase in downloads in the last month is highly encouraging, and is indicative of potential 

to gain more traction.  
 
With over 500 games on the platform, we believe that Shoal has a significant first mover advantage 
in the growing EdTech space focused on games for kids.  According to Research and Markets, the 
global game based learning market is estimated to be U$3.49 billion in 2017, and is expected to 
grow at a rate of 19.60% p.a. to $8.5 billion by 2022. Another research firm, Metaari, predicts the 
market will grow from $3.2 billion in 2017, at a rate of 20.2% p.a., to reach $8.1 billion by 2022. 
The U.S. market alone is estimated to grow at a rate of 24.3% p.a. from $0.27 billion in 2017, to 
$0.80 billion by 2022.  
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Shoal intends to gain traction through direct marketing to consumers and through partnerships with 
mobile handset manufacturers, cable companies, in-flight entertainment, and mobile 
telecommunications operators through a revenue share model. Management is in discussions with 
a number of mobile operators worldwide. Even a single distribution deal, we estimate, will allow 
Rooplay to reach significant audience levels at a very low cost. 
 
We have a BUY rating and a fair value estimate of $1.63 per share on Shoal’s shares.  

 
Skyharbour’s Partners Commencing Work 

 

On January 23, 2018, Skyharbour Resources Ltd. (TSXV: SYH) announced that its partner, 

Azincourt Energy (TSXV: AAZ), is planning to commence an exploration program at the East 

Preston uranium project. A recent interpretation of the historical airborne and ground geophysical 

data identified numerous conductor trends with A, B and D (shown below) as the top priorities. 

Targets 

Source: Company  

On January 22, 2018, the company had announced that its other partner, AREVA, will be 
commencing a 4,500 m (15 to 20 holes) diamond drill program at the Preston uranium project.  
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Source: Company 

 AREVA can earn up to a 70% interest in the central portion of Preston for $8 million in 
project consideration over six years, including $7.30 million in exploration expenditures 
and $0.70 million in cash payments. 

 Azincourt can earn a 70% interest in East Preston for 4.50 million AAZ shares (issued 
upfront), and $3.50 million in project consideration over three years, including $2.50 
million in exploration expenditures and $1 million in cash payments. 

 
We have a BUY rating and a fair value estimate of $1.01 per share on.  

 

Mammoth Announces Results of First Two Holes 

 
On January 23, 2018, Mammoth Resources Corp. (TSXV: MTH) announced results from the 
first two drill holes on the Tenoriba property, located in the prolific Sierra Madre precious metal 
belt in southwestern Chihuahua State, Mexico. The region is host to several well-known mines / 
advanced stage deposits.  The Tenoriba project is estimated to hold a high sulphidation precious 
metal system over a large 15 sq. km area. We had initiated coverage on MTH at $0.08 per share 
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in November 2017. Although the share price ran up to $0.16, it has since dropped, and is currently 
back at $0.08 per share.   
 
The two holes were the first ever holes drilled on El Moreno – one of the primary prospects over 

the 6km trend identified at Tenoriba. Previous surface sampling results included: 5.8 m grading 

2.78 gpt gold, 3.3 m grading 4.04 gpt gold, and a 8.5 m long channel sample averaging 0.86 gpt 

gold.  

Hole 17-01 returned 3.5 gpt Au Eq. over 5.9m. Although hole 17-02 did not intercept any high 

values, the long intervals are encouraging. 

Drill Results and Location 

 

 

Source: Company 
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The company is currently completing a third hole at El Moreno, which will be followed by drill 
holes to test other highly prospective identified areas on the project.  

We have a BUY rating and a fair value estimate of $0.41 per share on MTH.  

 

Anthony De Ruijter, B.A. (econ) 

Analyst 

What does a mature Cannabis market look like? Take a look at Colorado. 

A question that appears to be at the back of investors’ heads is how long one can expect future 

cannabis sales to grow. It is expected that cannabis revenues will exhibit searing rates of growth 

once full adult use of cannabis is legalized in Canada- but how long will this party last? A chart 

from Marijuana Business Daily, a cannabis-focused business news outlet, gives investors a 

glimpse into the decelerating sales growth in Colorado, where full adult use of cannabis was 

legalized in 2014. 

 

Source: Colorado Department of Revenue, Marijuana Business Daily 
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As shown, sales have declined steeply since 2014, on a month-over-month basis. Triple digit 

growth in early 2015 has decreased to more modest growth rates in the low double digits. The 

trend points towards the Colorado recreational cannabis market moving towards a mature stage of 

growth. 

What does this mean for investors in the Canadian cannabis space? For one, it points to a market 

with non-smoothed growth. If Canada’s recreational cannabis market follows the sales growth of 

Colorado, we can expect to see immediate, outsized growth in sales of legal cannabis. That is likely 

to provide fuel for share prices in the short-term, which are valued at a large premium already due 

to expectations of outsized sales growth (and hopefully earnings growth). However, a steep decline 

in sales growth following the high sales growth of the first few years implies a potential correction 

in equity prices in the cannabis sector, or at the very least, a normalization of share price growth. 

However, it should be stressed that this is the expectation. New markets that grow at explosive 

rates must, at some point, settle into maturity. Furthermore, Colorado’s cannabis industry is far 

from “true maturity”- double digit growth may be lower than previous growth rates of the space, 

but it is still a very large rate of growth relative to comparable industries. For example, global 

volume sales of cigarettes are expected to decline by 8.2% by 2021, according to Euromonitor 

International. Given the number of growth catalysts investors could potentially see in the 

foreseeable future (legalization of cannabis in other countries, consolidation of the sector, 

technological advances in the space), we expect the publicly-traded cannabis sector to continue to 

grow. 
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Disclaimers and Disclosure 

The opinions expressed in this report are the true opinions of the analyst(s) about any companies and industries mentioned. Any “forward looking 
statements” are our best estimates and opinions based upon information that is publicly available and that we believe to be correct, but we have not 
independently verified with respect to truth or correctness. There is no guarantee that our forecasts will materialize. Actual results will likely vary. 
Companies mentioned in this report may be covered by FRC under an issuer paid model or be candidates for coverage.  FRC may hold shares in 
some companies mentioned in this report. Distribution procedure: our reports are distributed first to our web-based subscribers on the date shown 
on this report then made available to delayed access users through various other channels for a limited time. The performance of FRC’s research is 
ranked by Investars. Full rankings and are available at www.investars.com.  
 
To subscribe for real-time access to research, visit http://www.researchfrc.com for subscription options. 
 
This report contains "forward looking" statements. Forward-looking statements regarding the Company, industry, and/or stock’s performance 
inherently involve risks and uncertainties that could cause actual results to differ from such forward-looking statements. Factors that would cause 
or contribute to such differences include, but are not limited to, continued acceptance of the Company's products/services in the marketplace; 
acceptance in the marketplace of the Company's new product lines/services; competitive factors; new product/service introductions by others; 
technological changes; dependence on suppliers; systematic market risks and other risks discussed in the Company's periodic report filings, 
including interim reports, annual reports, and annual information forms filed with the various securities regulators.  By making these forward-
looking statements, Fundamental Research Corp. and the analyst/author of this report undertakes no obligation to update these statements for 
revisions or changes after the date of this report. 
 
Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED 
FROM USING THIS INFORMATION AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE. 
ANYONE USING THIS REPORT ASSUMES FULL RESPONSIBILITY FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER 
USE THE INFORMATION WAS PUT TO. ALWAYS TALK TO YOUR FINANCIAL ADVISOR BEFORE YOU INVEST. WHETHER A 
STOCK SHOULD BE INCLUDED IN A PORTFOLIO DEPENDS ON ONE’S RISK TOLERANCE, OBJECTIVES, SITUATION, RETURN 
ON OTHER ASSETS, ETC. ONLY YOUR INVESTMENT ADVISOR WHO KNOWS YOUR UNIQUE CIRCUMSTANCES CAN MAKE A 
PROPER RECOMMENDATION AS TO THE MERIT OF ANY PARTICULAR SECURITY FOR INCLUSION IN YOUR PORTFOLIO. This 
REPORT is solely for informative purposes and is not a solicitation or an offer to buy or sell any security. It is not intended as being a complete 
description of the company, industry, securities or developments referred to in the material. Any forecasts contained in this report were 
independently prepared unless otherwise stated, and HAVE NOT BEEN endorsed by the Management of the company which is the subject of this 
report. Additional information is available upon request. THIS REPORT IS COPYRIGHT. YOU MAY NOT REDISTRIBUTE THIS REPORT 
WITHOUT OUR PERMISSION. Please give proper credit, including citing Fundamental Research Corp and/or the analyst, when quoting 
information from this report. The information contained in this report is intended to be viewed only in jurisdictions where it may be legally viewed 
and is not intended for use by any person or entity in any jurisdiction where such use would be contrary to local regulations or which would require 
any registration requirement within such jurisdiction. 


