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Why Mexico? 

Mexico is one of the world's leading venues for mineral potential and has a 500-year history of mining. 

Mexico, the world’s main silver producer, is quickly becoming a key player in the gold market driven 

mainly by an exploration boom at the Guerrero Gold Belt, an emerging gold mining district in the south 

of the country. Relatively high gold prices during 2012 compelled companies to start mining more 

aggressively in the challenging terrain of Mexico's mountainous areas.   

The Fraser Institute's 2011/2012 Mining Survey ranked Mexico ninth out of 64 worldwide venues for 

composite policy and mineral potential. Mexico ranks among the easiest countries to do business in 

Latin America according to the World Bank’s Ease of Doing Business 2013 report thanks to its stable 

economic environment and growing GDP. During the years 2010-2012 the mining industry is expected 

to invest US$13.8 billion in the country, which combined with previous investment dating back to 2007, 

the mining industry will have invested US$21.75 billion by the end of 2012; an incredible and historic 

amount for this sector of the Mexican economy. 

With a strong mining tradition, over the years, Mexico has developed genuine expertise in mining. 

Labor costs are still – in comparison to other stable countries – very competitive. Furthermore, it is far 

quicker for a company to obtain an operating license in Mexico than in other countries.  

Unlike other Latin American jurisdictions such as Chile, Peru and others, Mexico does not currently 

have any mining taxes. We have seen proposals in the early stages of discussion for a new mining tax 

in Mexico; however these have not passed the initial stages. These initiatives in the Mexican Congress 

ask for 4% on gross revenue, 3% on EBITDA, and also an unassigned rate to the total mineral sales 

based on an average market price. We do expect these new taxes (royalties) to be implemented in the 

coming years, though more at the lower end of expected rates. Impact on the mining companies is 

therefore foreseeable and limited. 
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Company Overview 
 
The following companies represent an extract of the junior precious metals mining companies we 
follow with operations in Mexico. 
 
 

ARGONAUT GOLD (TSX: AR) 
 
Home page of Argonaut Gold 
Chart 2 year 

 

SHARES OUTSTANDING / FULLY DILUTED MARKET CAP 

148.6 million / 150.7 million CAD 1,159.26M  

52 WEEK LOW / HIGH TSX 

CAD 6.44 to 11.08 1,067,536 (30-day)  

RECOMMENDATION RISK RATING 

BUY AVERAGE 

 

 
CREATING THE NEXT MID-TIER GOLD PRODUCER: 120’000 OUNCES IN 2013. TO 
GROW TO 500’000 OUNCES OF GOLD EQUIVALENT BY 2018. 
 

Business Summary 
 
Argonaut Gold is a Canadian gold company engaged in exploration, mine development and produc-
tion activities. Its primary assets are the El Castillo Mine in Durango, Mexico, and the La Colorada 
Mine in Sonora, Mexico (both in the production stage), the advanced exploration stage San Antonio 
project in Mexico, the recently acquired advanced exploration stage Magino project in Ontario, Canada 
and several exploration stage projects, all of which are located in North America. 
 
Its subsidiaries include Castle Gold Corp., Pediment Gold Corp, Argonaut Gold U.S. Corp. and 
Compania Minera Pitalla. In January 2011 the company acquired Pediment Gold Corp. and in 
December 2012, it acquired Prodigy Gold Inc. 
 
Argonaut Gold has shown impressive production and earnings growth. We expect the company to 
continue this growth path and to double its gold production within the next three years. With the 
addition of the Magino mine production, Argonaut Gold plans to produce over 500’000 ounces. 
 

Projects 
 

 

http://argonautgold.com/
http://bigcharts.marketwatch.com/quickchart/quickchart.asp?symb=CA%3AAR&insttype=Stock
http://bigcharts.marketwatch.com/quickchart/quickchart.asp?symb=CA%3AAR&insttype=Stock
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El Castillo Gold Mine, Durango 

The El Castillo gold mine is a producing gold mine located 100 km north of the city of Durango, in the 
State of Durango, Mexico. Access is excellent by paved highway and the last 1.5 km to the mine is 
well maintained gravel roads. There are approximately 1385 hectares of minerals concessions and 
surface rights. 

The gold mine commenced construction and operations in 2007 with commercial production reported 
in 2008. Company guidance for Castillo mine is 90’000 oz. in 2013. The company plans to spend 
$32M in total for the construction of a new pad and ponds, as well as new crushing and other 
equipment. 

La Colorada Gold and Silver Mine, Sonora 

The past producing La Colorada gold-silver mine property is located approximately 40 km southeast of 
Hermosillo, Sonora State, Mexico. La Colorada originally operated as a high-grade underground mine, 
which closed at the start of the Mexican Revolution in 1914. During the period 1993-2000 Eldorado 
Gold Corp developed a bulk tonnage heap leach operation from several open pits. Argonaut bought 
100% ownership in January 2011. 

Argonaut expects to produce 30’000 to 40’000 oz. of gold in 2013. Thanks to good silver bi-product, 
the cash costs could be as low as $450/oz. The company plans to spend $14M this year on the mine 
improvement. 

San Antonio Gold Project, California Baja 

The San Antonio Gold Project is located on the Baja California Peninsula, adjacent to the historic 
mining town of San Antonio and 40 km southeast from the port city of La Paz. Good gravel roads 
traverse most of the project area and a high voltage power line crosses through it. The 100% owned 
project covers a large land package of favorable geological trend. 

This future mine is currently in permitting phase. Argonaut expects to produce around 70’000 oz. of 
gold from 2015 on. 

Magino Gold Project, Ontario, Canada 

The Magino mine property is a past producing underground gold mine located 40 kilometres northeast 
of Wawa. The property consists of seven patented mining claims, four leased mining claims and 69 
unpatented mining claims totaling 2,204.495 hectares. Magino is being evaluated by Prodigy as an 
open-pit mining opportunity with the potential for deeper, higher grade gold production. The latest 
resource estimate will provide the framework for a pre-feasibility study expected in Q3 2013. 

There was extensive drilling on the property in 2012. These new drill results will be reflected in a new 
resource estimate that will probably be published together with the PFS later this year. Argonaut is 
expecting the Magino mine to be a major contributor to its gold production: Adding 250’000 oz. p.a. 
from 2017 on. 

 

Production Summary 
 
Argonaut Gold expects to produce totally 120’000 to 140’000 ounces of gold with average cash costs 
of $650/oz. in 2013. 
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Future Production 

Phase I will increase La Colorada and El Castillo’s annual gold production to over 155,000 ounces 

through expansion of the existing processing plants. The expansion will be funded through internal 

cash generation and should be below $100m. 

Completion of Phase II brings on new production from San Antonio and Magino in 2015, resp. 2017. 

This has the potential to eventually produce around 500,000 ounces per year spreading fixed costs 

over more ounces and keeping total cash costs at current levels. 

Resources 
 

 
 
The ongoing exploration program shows substantial upside: thus adding more ounces to La Colorada, 
El Castillo and Magino and expanding their life-of-mine (LOM). Argonaut’s La Fortuna project located 
in the State of Durango currently has gold resources of 308k (as of Oct. 2008). This remains a mid-
term exploration project. 
 
 
 
 
 
 

Reserves & Resources
Conversion Probability Tonnes Grade oz/t Au oz Au oz adjusted

Reserves

Proven 100% 100% 104'650'000       0.0116 1'211'382.64   1'211'382.64     

Probable 100% 90% 844'000               0.0106 8'955.63           8'060.06             

Resources

Measured 80% 90% 233'758'600       0.0129 3'006'541         2'164'710           

Indicated 80% 50% 327'794'608       0.0288 9'433'317         3'773'327           

Inferred 80% 10% 25'494'222          0.0257 655'800            52'464                 

Total 14'315'997      7'209'944           

Market Cap. / oz. 79.42 157.69
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Valuation 
 
 

 
 
 
Our own discounted cash-flow valuation (DCF) puts Argonaut Gold’s net asset value as 
follows: 
 
NAV:  CAD 13.30 
P/NAV:  0.59x 
 
The current share price does not reflect the company’s future cash-flow from production, nor 
does it value its current gold resources adequately. Current market capitalization of Argonaut 
Gold prices their entire (unadjusted) gold resources at only $80 / ounce. 
 
We therefore see Argonaut Gold at the current price levels of CAD 7.80 as a buying 
opportunity. 
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GOLD RESOURCE CORP. (NYSE: GORO) 
 
Home page of Gold Resource Corp. 
Chart 2 year 
 

SHARES ISSUE / FULLY DILUTED MARKET CAP 

53.02M / 58.95M USD 667.45M 

52 WEEK LOW / HIGH NYSE 

USD 12.13 to 28.36 331,310 (30-day)  

RECOMMENDATION RISK RATING 

BUY AVERAGE 

 

 
100,000 OUNCES OF GOLD EQUIVALENT IN OAXACA, MEXICO, AT LESS THAN $400 
CASH COST PER OUNCE. DIVIDEND YIELD CURRENTLY AT 5.6% 
 
 

Business Summary 
 
Gold Resource Corporation's goal is the development of gold and silver projects that feature low 
operating costs and produce high returns on capital. Management's commitment to shareholder value 
is reflected in the disciplined approach it has taken to the Company's capital structure, its focus on 
rapid project execution and its goal of meaningful dividend distributions. 

GRC's initial exploration efforts have been focused on the El Aguila project, a property featuring high-

grade gold and silver mineralization located in Oaxaca, Mexico. In 2012 Gold Resource produced 

90,000 ounces of gold equivalent from this mine. 

Three additional project opportunities have been established in relatively close proximity to El Aguila: 

the Las Margaritas silver property, the El Rey gold property, and the Solaga silver property. 

Collectively, they provide the Company with a pipeline of potential projects that would expand and 

diversify the Company's precious metal production profile. The Company plans to have four high-

grade properties feeding one mill. 

Management (14%) and Hochschild Mining plc (28%) are important shareholders of the company. 

Projects 

 

http://www.goldresourcecorp.com/
http://bigcharts.marketwatch.com/quickchart/quickchart.asp?symb=goro
http://bigcharts.marketwatch.com/quickchart/quickchart.asp?symb=goro
http://www.goldresourcecorp.com/project-ea.php
http://www.goldresourcecorp.com/project-ea.php
http://www.goldresourcecorp.com/project-lm.php
http://www.goldresourcecorp.com/project-er.php
http://www.goldresourcecorp.com/project-so.php
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El Aguila Project 

The El Aguila Project, located 120 kilometers southeast of the capital city of Oaxaca, Mexico, is a 

significant, newly discovered high-grade gold and silver system. The property has yielded several 

exceptional gold and silver surface samples, including a 36 grams-per-ton (g/t) gold sample and a 

3,100 g/t silver sample. * 

Arista Deposit 

The La Arista Underground Mine has been steadily producing high grade ore. Thanks to the 

substantial bi-product credits (Silver, Copper, Lead and Zinc), the Arista mine is producing with cash 

costs of around $400 / ounce. In 2012 the mine produced 90,432 precious metal gold equivalent 

ounces, marking a new record in annual production for the Company with a 37% increase over 

previous year’s production. 

The Company views 2013 as a significant development year for both mine development and mill 

upgrades. Expected mine development of the Arista deposit to the southeast is projected to provide 

the ore for production in 2013 and position the Company to target higher grade ore shoots located 

further southeast in the deposit in the 2014 production year. As has been the case over the last two 

years, the Company intends to upgrade the El Aguila mill. During 2013, the Company plans to 

increase the flotation mill capacity to a nominal 1,500 tonnes per day throughput. 

 

Las Margaritas Project 

Las Margaritas is a high-grade silver property in which GRC holds a 100% interest. It comprises the 

four northwest kilometers of the important N 70 W structural corridor, which is an extension of the El 

Aguila system. In addition, Las Margaritas occupies ground within an inferred caldera (collapsed 

volcanic center). 

In 2012 GRC announced high-grade mineralization at its Las Margaritas property with drill intercepts 

including 2.85 meters of 27.90 grams (0.89ounces) per tonne gold and 2600 grams (84 ounces) 

per tonne silver. 
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El Rey Project 
 
El Rey is a high-grade gold property in which GRC has a 100% interest. While the site has been 
mined previously, very little information is known about the property.  

GRC intends to explore this property as a potential high-grade gold vein. If it were mined, material 

could be trucked to the prospective El Aguila mill for processing. 

 

Production Summary 
 
Gold Resource expects to produce totally 80’000 to 100’000 ounces of gold equivalent with average 
cash costs of $400/oz. in 2013. 
 

 
 
 
Resources 
 
Indicated Resources:  415’000 ounces Gold Equivalent 
 
Inferred Resources:  1’048’000 ounces Gold Equivalent 
 
What makes the valuation of Gold Resource challenging is the fact that the company has no NI-43-
101 reserves and only a small amount of indicated and inferred resources. 
The management of GRC has always taken the approach to move ahead with the mining operation 
without having a drill program to prove the existing resources. 
 
The ongoing exploration program shows substantial upside: thus adding more ounces to La Arista 
mine and expanding its life-of-mine (LOM). Gold Resource’s El Rey and Las Margaritas project 
located in El Aguila’s vicinity have high-grade drill results and over mid-term resource and production 
potential. 
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Valuation 
 
The company produces significant amount of positive cash flow. Gold Resource distributes 1/3 of its 
cash flow from mine site operations to its shareholders in dividends. 
The monthly dividend currently is at 6 cents per share. 
 
This results in a highly attractive dividend yield of 5.6%. This is substantially above other 
dividend paying gold companies (Barrick Gold’s dividend yield is 2.8%). 
 
Our own discounted cash-flow valuation (DCF) puts Gold Resource’s net asset value as 
follows: 
 
NAV:  CAD 17.20 
P/NAV:  0.68x 
 
 
We therefore see Gold Resource Corp. at the current price levels of CAD 12.95 as a buying 
opportunity. 
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SILVERCREST MINES INC. (TSX: SVL) 
 
Home page SVL 
Chart 3 years 
 

SHARES ISSUE / FULLY DILUTED MARKET CAP 

107.1M / 114.5M CAD 278.43M 

52 WEEK LOW / HIGH CVE 

CAD 1.55 to 2.96  363,761 (30-day)  

RECOMMENDATION RISK RATING 

BUY HIGH 

 
 

GROWING MEXICAN LOW COST SILVER AND GOLD PRODUCER: 
PRODUCTION FOR 2012 OF 33,000 OUNCES GOLD AND 580,000 OUNCES SILVER. TO 
DOUBLE BY 2014! 
 

Business Summary 

SilverCrest Mines Inc. is a Mexican precious metals producer with headquarters based in Vancouver, 
Canada. 

SilverCrest's flagship property is the 100%-owned Santa Elena Mine, which is located 150km 
northeast of Hermosillo, near Banamichi in the State of Sonora, Mexico.  

The mine is a high-grade, epithermal gold and silver producer, with an estimated life of mine cash cost 
of US$8 per ounce of silver equivalent (55:1 Ag:Au).  

SilverCrest is a low-cost producer with substantial upside. We expect resources to grow, both at its 
existing Santa Elena mine and in its La Joya property. Production could grow to over 6 million ounces 
of silver equivalent in three years. 

 

Projects 

 

http://www.silvercrestmines.com/
http://bigcharts.marketwatch.com/quickchart/quickchart.asp?symb=CA%3ASVL&sid=0&o_symb=CA%3ASVL&freq=2&time=10
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Santa Elena, Sonara 
 
Open pit heap leach production started in June 2011. In the first years parts of the production is used 
to repay financing done with Sandstorm and Macquarie. The mine is a high-grade, epithermal gold 
and silver producer. SilverCrest has managed to increase production at Santa Elena quarter by 
quarter. Q4 2012 produced 588,948 ounces of silver equivalent. Thanks to the good gold grades, the 
cash costs of silver production were at less than $7.50/oz. 

The Phase II plan is underway. Production out of their new underground mine should commence in 
2014. By then a newly constructed 3,000 – 3,500 tonnes per day mill should be ready for use, adding 
more than 3 million ounces of silver equivalent per year. 

Expansion of the Santa Elena production will require an estimated funding of $92M in 2013. This 
amount will be mostly financed through own cash and cash flow and partly through stream-financing 
with Sandstorm. 
 
The company just announced results of further drilling at the Santa Elena Mine. One hundred and 
eleven holes of a revised planned 114 holes have been completed to re-categorize Indicated and 
Inferred Resources to Probable Reserves and expand current underground Resources. 
 
 
Cruz de Mayo, Sonora 
  
The 100%-owned Cruz de Mayo Project is located near the Santa Elena Mine in Sonora, Mexico. 
The Expansion Project contemplates the installation of a conventional milling and processing facility at 
the nearby Santa Elena mine. The facility will utilize mill feed from the Santa Elena open pit (Phase I), 
the Santa Elena underground (Phase II), and re-treatment of the material on the heap leach pads to 
recover residual silver and gold values (Phase IV). The Cruz de Mayo silver deposit (Phase III) is 
being considered for development with lower grade mineralization conceptually treated on site as a 
heap leach operation with the potential to ship high grade mineralization to the nearby Santa Elena 
proposed processing facility. 
 
A Pre-Feasibility Study should be available within the next couple of months. 
 
 
La Joya, Durango 
 
The La Joya Property is located approximately 75 kilometres southeast of the city of Durango, Mexico 
in a prolific mineralized region which currently supports several mining operations including Grupo 
Mexico's, San Martin Mine, Industrias Penoles,' Sabinas Mine, Pan American Silver's, La Colorada 
Mine and First Majestic Silver's, La Parrilla Silver Mine. Access and infrastructure near the property is 
considered excellent. 
 
On January 29, 2012 SilverCrest Mines published an updated resource estimate for the La Joya 
Property. The updated Inferred Resources are summarized as;  
 

 Cutoff grade of 15 gpt silver equivalent (Ag Eq*,Global Case): 198.6 million ounces Ag Eq 

 Cutoff grade of 30 gpt Ag Eq (Base Case); 159.8 million ounces Ag Eq 

 Cut-off grade of 60 gpt Ag Eq (High Grade Case); 100.8 million ounces of Ag Eq 

 Cut-off grade of 0.05% WO3; 75.1 million pounds (35,700 tonnes) of tungsten 
 
The Company believes that the 60 gpt Ag Eq portion of the deposit with an estimated tonnage of 27.9 
million tonnes grading 112 grams per tonne Ag Eq constitutes a priority area to be examined as a 
potential “Starter Pit” for initial conceptual operations that will be examined in the Preliminary 
Economic Assessment (PEA) to be commenced shortly. The La Joya Property has excellent potential 
for additional resources with the deposits being open in most directions. Further infill and expansion 
drilling is recommended to increase and convert resources from Inferred to Indicated. 
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Production Summary 
 
Silver Crest expects to produce totally 625’000 ounces of silver and 33’000 ounces of gold (2.4 million 
oz. of silver equivalent) with average cash costs of $8.50/oz. in 2013. 
 

 
 

Future Production 

Santa Elena Production – Expansion Plans: 
 

 Develop Underground Resource 
o 2012-2013 Decline ramp, UG development and Drilling 
o 2012-2013 Construct 3,000 tonnes per day conventional mill 
o Early 2014 Mill feed from Open Pit and Underground 

 

 Cruz de Mayo Development 
o 2012 Pre Feasibility underway 
o Early 2015 Open-pit Ag resource for Heap Leach & SE Mill feed 

 
The Company is targeting 2013 year end for the completion of the new mill facility with commercial 
production expected in the first quarter of 2014. 
 
Resulting in increasing current production of 2.4 million ounces of Ag Eq to 4 million ounces of 
Ag Eq in 2014. 
 
 
The potential future production on the La Joya project is not reflected in the production 
estimates. A Preliminary Economic Assessment (PEA) will shed light into that potential this year. The 
current resource base of La Joya is already above 100 million ounces of silver equivalent. 
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Resources 
 

 
 
The ongoing exploration program shows substantial upside: thus adding more ounces to Santa Elena 
and expanding its life-of-mine (LOM). SilverCrest’s La Joya project located in the State of Durango 
provides substantial upside. 
 
 
 

Valuation 
 

 
 
 
Our own discounted cash-flow valuation (DCF) puts SilverCrest Mines’ net asset value as 
follows: 
 
NAV:  CAD 4.35 
P/NAV:  0.49x 
 
The current share price does not reflect the company’s future cash-flow from production, nor 
does it value its current silver equivalent resources adequately. Current market capitalization 
of SilverCrest prices their entire (unadjusted) silver resources at only $1/ounce. 
 
We therefore see SilverCrest Mines at the current price level of CAD 2.17 as a buying 
opportunity. 
 
 
 
 
  

Reserves & Resources
Conversion Probability Tonnes Grade oz/t AgEq oz Ag oz adjusted

Reserves

Proven 100% 100% -                      -                     -                       

Probable 100% 90% 3'459'200          2.8071 21'694'900       19'525'410         

-                     -                       

Resources -                     -                       

Measured 80% 90% -                      -                     -                       

Indicated 80% 50% 2'132'100          2.7363 9'165'010         3'666'004           

Inferred 80% 10% 134'644'000     0.8489 222'634'640    17'810'771         

Total 253'494'550    41'002'185        

Market Cap. / oz. 0.92 5.70
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For further interesting mining companies in Mexico please request our 
extended “Mexican Junior Gold and Silver Producer Report”. 
 
Please contact us by phone or e-mail to order this complementary report. 
 
 
 
 

Andrew Portmann  Peter Zihlmann 
 
are the fund managers of The Timeless Precious Metal Fund and The Sierra Madre Gold & Silver Venture 
Capital Fund. These funds invest exclusively in junior mining companies. Our team has over ten years of 
experience in this sector. 
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Disclosures 
 

We, Andrew Portmann and Peter Zihlmann, certify that the views expressed in this report accurately reflect our 
personal beliefs about these companies and that we have not 
and will not receive compensation directly or indirectly in connection with our specific recommendations or views 
contained in this report. 
 
 
THE TIMELESS PRECIOUS METAL FUND and THE SIERRA MADRE GOLD & SILVER VENTURE CAPITAL 
FUND are or have been shareholders in the companies and will benefit from any increase in the companies’ 

share price. 
 
 
 
 

 
How to invest: 
http://www.timeless-funds.com/en/timeless-precious-metal-how-invest 
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