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Continuing Optimization of Operations in Mexico Should Start to Bear Fruit; Maintain Buy

Stock Data 10/24/2017
Price $2.51
Exchange NYSE
Price Target $3.50
52-Week High $2.95
52-Week Low $1.22
Enterprise Value (M) $441.1
Market Cap (M) $406
Public Market Float (M) 162.2
Shares Outstanding (M) 162.7
3 Month Avg Volume 25,274
Short Interest (M) 0.01
Balance Sheet Metrics
Cash (M) $31.12
Total Debt (M) $65.76
Total Cash/Share $0.19

EPS Diluted
Full Year - Dec 2016A 2017E 2018E
FY (0.08) 0.00 0.09
Revenue (M)
Full Year - Dec 2016A 2017E 2018E
FY 143.20 186.90 228.20
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Continuing coverage under the name H.C. Wainwright & Co. with
a Buy rating. Effective September 8, 2017, research in the above
titled name will now be published under H.C. Wainwright & Co. and no
longer distributed in conjunction with 'Rodman & Renshaw, a unit of H.C.
Wainwright'.
Yesterday's update on the Mexican asset operational improvement
program. The program has concentrated on strengthening the
corporate team by adding expertise, while raising production by
improving recoveries and throughput. We highlight the similarities
between the current program in Mexico with a prior program that
was successful at Yauricocha in late 2015. Progress to date includes
improvements in recoveries at Bolívar and Cusi, the commissioning of
additional equipment at Bolivar, and further development of the Santa
Rosa de Lima zone at Cusi. We believe that incremental improvements
from these efforts should begin to take hold as early as 4Q17.
We expect higher throughput and recoveries for Bolívar. Copper
recoveries at Bolívar have improved from around 73% in July to about
82% at present. This was largely achieved by reducing the grind size of
processed ore to a particle size distribution level of P80. Management
expects recoveries to be maintained at current levels through 2018.
Throughput at the mine should be supported by the commissioning of 13
new pieces of equipment, concurrent with maximization of the existing
infrastructure. This should allow for processed tonnage to reach about
3,000 tpd in 1Q18. We highlight the potential for higher grades at the
mine, in part due to further definition of higher grade ore from Bolívar
West and Bolívar Northwest. That said, positive impacts from these
areas may not be seen until 2H19.
Santa Rosa de Lima zone should impact production profile at Cusi.
Drift development at the Santa Rosa de Lima structure continues to
progress on four sub-levels located within the planned pilot sub level
longhole stoping area. We note that initial development ore from the
structure has already contributed to improved head grades at the mill.
Tonnage from the Santa Rosa de Lima zone is expected to trend higher
until the mill reaches 650 tpd solely from the high-grade zone. We expect
a majority of Cusi throughput to be sourced from Santa Rosa de Lima
by the beginning of 2Q18. We also note that recoveries at Cusi have
increased from 60% in July to 83% at present through individualized
treatment of each ore type, coupled with the addition of lime.
We maintain our Buy rating and $3.50 per share PT. We have
not yet adjusted our model for potential impacts from the operational
improvements program, but plan to do so once additional information
is available regarding progress at both assets. Our valuation remains
based on an equally weighted composite NAV and CFPS methodology.
We apply a 12x multiple to our 2017E CFPS estimate, while our NAV
analysis utilizes 9.0% discount rates at Yauricocha and Bolívar and
10.0% at Cusi. We highlight continued success and resource growth at
Yauricocha, and expect 2H17 improvements at Bolívar and Cusi.
Risks. 1) Gold and silver price risk; 2) operating and technical risk; 3)
political risk; and 4) financing risk.

For definitions and the distribution of analyst ratings, analyst certifications, and other disclosures, please refer to pages 6 - 7 of this report.



Exhibit 1: Yauricocha NAV 

 

Source: H.C. Wainwright & Co. estimates. 
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Exhibit 2: Bolívar NAV 

 
 Source: H.C. Wainwright & Co. estimates. 

 

Sierra Metals, Inc. October 25, 2017

H.C. WAINWRIGHT & CO. EQUITY RESEARCH 3



Exhibit 3: Cusi NAV 

 

Source: H.C. Wainwright & Co. estimates. 
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Exhibit 4: NAV Calculation 

 

Source: H.C. Wainwright & Co. estimates. 
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Important Disclaimers

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.

Rating and Price Target History for: Sierra Metals, Inc. (SMTS- US) as of 10- 24- 2017
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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 as of October 24, 2017
IB Service/Past 12 Months

Ratings Count Percent Count Percent
Buy 229 90.16% 82 35.81%
Neutral 10 3.94% 0 0.00%
Sell 0 0.00% 0 0.00%
Under Review 15 5.91% 3 20.00%
Total 254 100% 85 33.46%

H.C. Wainwright & Co, LLC (the “Firm”) is a member of FINRA and SIPC and a registered U.S. Broker-Dealer.

I, Heiko F. Ihle, CFA and Matthew Barry , certify that 1) all of the views expressed in this report accurately reflect my personal
views about any and all subject securities or issuers discussed; and 2) no part of my compensation was, is, or will be directly
or indirectly related to the specific recommendation or views expressed in this research report; and 3) neither myself nor any
members of my household is an officer, director or advisory board member of these companies.

None of the research analysts or the research analyst’s household has a financial interest in the securities of Sierra Metals,
Inc. (including, without limitation, any option, right, warrant, future, long or short position).
As of September 30, 2017 neither the Firm nor its affiliates beneficially own 1% or more of any class of common equity securities
of Sierra Metals, Inc..
Neither the research analyst nor the Firm has any material conflict of interest in of which the research analyst knows or has
reason to know at the time of publication of this research report.
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The research analyst principally responsible for preparation of the report does not receive compensation that is based upon any
specific investment banking services or transaction but is compensated based on factors including total revenue and profitability
of the Firm, a substantial portion of which is derived from investment banking services.

The Firm or its affiliates did receive compensation from Sierra Metals, Inc. for investment banking services within twelve months
before, and will seek compensation from the companies mentioned in this report for investment banking services within three
months following publication of the research report.

The Firm does not make a market in Sierra Metals, Inc. as of the date of this research report.

The information contained herein is based on sources which we believe to be reliable but is not guaranteed by us as being
accurate and does not purport to be a complete statement or summary of the available data on the company, industry or security
discussed in the report. All opinions and estimates included in this report constitute the analyst’s judgment as of the date of
this report and are subject to change without notice.

The securities of the company discussed in this report may be unsuitable for investors depending on their specific investment
objectives and financial position. Past performance is no guarantee of future results. This report is offered for informational
purposes only, and does not constitute an offer or solicitation to buy or sell any securities discussed herein in any jurisdiction
where such would be prohibited. No part of this report may be reproduced in any form without the expressed permission of
H.C. Wainwright & Co, LLC. Additional information available upon request.
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