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FRC Top Picks 
 

This section summarizes the performance of our Top Picks. These Top Picks, selected 

from our coverage universe, are companies we have the highest conviction on. Our Top 

Picks have historically helped us finish strong in various third-party analyst performance 

rankings. 

The following table shows last week’s top five performers, which included four junior 

resource companies (two gold and two silver) and one technology company. The top 

performer, Vista Gold Corp. (TSX: VGZ), was up 30.6% WoW. Our latest update on 

VGZ can be viewed here. 

                                                       Top Five Performers Last Week  

                         

Overall, our portfolio (equally weighted) was up 5.9% in the past week versus the 

2.4% for the benchmark (TSXV). Over the longer-term (six months, one-year, three-

year, and since launch), our portfolio has significantly outperformed the TSXV as shown 

below. 

 
 

https://www.researchfrc.com/
https://www.researchfrc.com/website/top-pick-page/
https://www.researchfrc.com/website/vista-gold-corp-nyse-tsx-vgz-updated-pfs-further-de-risks-largest-undeveloped-gold-project-in-australia/
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Top Five Performers Last Week 

 

Our complete list of top picks (updated weekly) can be viewed here. 

 

 

Weekly Mining Commentary 
 

U.S., India, Mexico, and South Africa continued to hit a record high number of daily new 

cases of the coronavirus last week. Peru and Spain are currently experiencing an early 

https://www.researchfrc.com/
https://www.researchfrc.com/website/top-pick-page/
https://www.researchfrc.com/website/top-pick-page/
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stage second wave, as shown in the charts below. The second wave in Iran seems to 

be persistent with no signs of decline in new cases.  

  

  

  

 

Source: https://www.worldometers.info/coronavirus/ 

https://www.researchfrc.com/
https://www.researchfrc.com/website/top-pick-page/
https://www.worldometers.info/coronavirus/
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We had mentioned last week that we were cautious on both base metal prices, and 

equity valuations, as some of the key leading indicators were pointing to a slowdown. 

Our concerns were justified as most of the global equity markets reported losses in the 

past week, after reporting multiple consecutive weekly gains.  

 

Source: FRC / Various 

Copper prices declined for a second consecutive week. Prices of all other mainstream 

metals reported gains or remained flat. Gold surpassed its previous all-time high of 

US$1,924 per oz in 2011, and is currently trading at $1,936. Silver was the best 

performer last week, after reporting a 23% gain to $24.25 per oz.  

 
 

 

In real terms, the current price of gold is below the peak in 2011. 

https://www.researchfrc.com/
https://www.researchfrc.com/website/top-pick-page/
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As a result of the strong gains in gold prices, equity valuations of gold producers 
continued to rise (as shown in the charts below), while base metals producers’ 
valuations stayed flat WoW.  

 

https://www.researchfrc.com/
https://www.researchfrc.com/website/top-pick-page/
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We remain cautious on base metal prices due to the rising probability of a pull back 

in business activities from a prolonged impact of COVID-19. However, we are raising 

our forecasts for both gold and silver prices from US$1,700 to US$1,750 per oz, and 

from US$17.5 to US$19 per oz, respectively, in 2020.  

 
 

We believe the primary near-term drivers of gold and silver prices will be a continued 
increase in money supply, and an expected increase in inflation, amid a low interest rate 
environment. The following chart shows the record flow of investment into inflation 
protected ETFs.  
 

 
 

We recently completed a study to forecast both near-term and long-term gold 
prices using two proprietary models we developed in house. The report will be 
published this week, and can be viewed on our website.  
 
In the following section, we review companies that announced key developments in the 

past week.  

https://www.researchfrc.com/
https://www.researchfrc.com/website/top-pick-page/
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Mining / Exploration 
 

 

 

Company Name:  Ticker Symbol Current Share 

Price:  

FRC Fair Value 

Estimate:  

Date of PR: 

Golden Minerals 

Corp.  

NYSE: AUMN US$0.45 US$0.95  July 22, 2020 

PR Content 
Completed a US$8.6 million equity 
financing. 
 

 

 

 

FRC Opinion 
Positive – These funds will be used to 
advance its Velardeña and Rodeo 
properties (80 km apart) in Mexico into 
production. AUMN’s primary focus is to 
advance Rodeo into production in 2021; its 
CAPEX budget is just US$1.5 million. As 
per two recently completed PEAs on 
Velardeña and Rodeo, the combined Before 
Tax – Net Present Value (“BT-NPV”) at 8% 
is estimated to be US$100 million versus 
AUMN’s current market capitalization of 
US$66 million. 

 

 

 

Company Name:  Ticker Symbol Current Share 

Price:  

FRC Fair Value 

Estimate:  

Date of PR: 

Kerr Mines Inc.  TSX: KER $0.18 $0.40 July 27,2020 

PR Content 
Announced an agreement to acquire a 
3% gross production royalty on its 
flagship Copperstone gold project 
(Arizona) for US$2.5 million (to be paid by 
March 2021). This will bring down the 
total outstanding royalty from 6% to 3%. 
 

 

FRC Opinion 
Positive – This deal reflects management’s 
conviction on the Copperstone project. The 
royalty buyback is conditional on arranging 
project financing to recommence 
production. Kerr recently announced a 
bought deal financing for $5 million at $0.14 
per unit. Each unit will consist of one 
common share and one-half warrant 
(exercise price of $0.22 for a period of 24 
months). Shares are currently trading at 
$0.18 per share; therefore, we believe the 
financing will go through.  

 

https://www.researchfrc.com/
https://www.researchfrc.com/website/top-pick-page/
https://www.researchfrc.com/website/company/golden/
https://www.researchfrc.com/website/company/golden/
https://www.researchfrc.com/website/company/kerr/
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Company Name:  Ticker Symbol Current Share 

Price:  

FRC Fair Value 

Estimate:  

Date of PR: 

Sonoro Metals 

Corp. 

TSXV: SMO $0.24 $0.32 July 23,2020 
 

PR Content 
Announced a non-brokered private 
placement of $5 million at $0.22 per unit. 
Each unit will consist of a common share 
and one full warrant ($0.30 per share for 
three years).  
 

 

FRC Opinion 
Positive – We were pleased with this press 
release. As mentioned in our latest update, 
the company is in a very tight cash position 
and needs to raise capital imminently. 
Sonoro’s immediate plan is to conduct a 
6,000 m / 20-hole drill program to test the 
potential of high-grade mineralization at 
depth on its Cerro Caliche project in Mexico. 
Premier Gold’s (TSX: PG) Mercedes 
underground mine, located 9 km southeast 
of Cerro Caliche, is in the same mineralized 
epithermal system that hosts the Cerro 
Caliche mineralized area. SMO is planning 
to drill 50,000 m in 2020, and 2021, to 
potentially expand the 2019 maiden 
resource estimate of 201 Koz gold at 0.55 
g/t AuEq (gold equivalent).  

 

 

 

Company Name:  Ticker Symbol Current Share 

Price:  

FRC Fair Value 

Estimate:  

Date of PR: 

MGX Mineral 

Inc.   

CSE:  XMG $0.09 $0.75 July 24, 2020 

PR Content 
Initial gold assays from the Heino gold 
deposit (B.C.) returned very high values 
of up to 6 opt gold and 32 opt silver from 
bulk samples.  
 

FRC Opinion 
Positive - The assay results indicate 
potential for high grade mineralization on 
this recently acquired project, which is also 
a historic producer. MGX is planning a 
3,000 m drill program. Results of this 
program will be used to complete a 
resource estimate. 

 

 

https://www.researchfrc.com/
https://www.researchfrc.com/website/top-pick-page/
https://www.researchfrc.com/website/company/sonoro/
https://www.researchfrc.com/website/company/sonoro/
https://www.researchfrc.com/website/sonoro-metals-corp-tsxv-smo-drilling-to-test-gold-mineralization-at-depth-financing-pilot-operations/
https://www.researchfrc.com/website/company/mgx/
https://www.researchfrc.com/website/company/mgx/
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Company Name:  Ticker Symbol Current Share 

Price:  

FRC Fair Value 

Estimate:  

Date of PR: 

Golden Arrow 

Resources 

Corporation  

TSXV: GRG $0.14 N/A July 21 2020 

PR Content 
Acquired the Rosales copper project in 
Chile via staking. GRG has identified 
several target areas, including near-
surface copper stockwork mineralization. 
Initial sampling has returned high values 
of up to 5.74% Cu.  
 

 

FRC Opinion 
Neutral – Although it is too early to 
comment on the project’s potential, the high 
sample values are encouraging. GRG’s 
portfolio includes early stage precious-metal 
projects in Paraguay, Chile and Argentina. 
The company holds 945,580 shares of SSR 
Mining (TSX: SSRM), which are currently 
valued at $31 million. GRG’s market 
capitalization is only $22 million; implying 
that the market is not even fully valuing its 
liquid assets. 

 

 

Technology and Special Situations 
 

Company Name:  Ticker Symbol Current Share 

Price:  

FRC Fair Value 

Estimate:  

Date of PR: 

CIBT Education 

Group Inc.  

TSX: MBA $0.47 $1.22 July 23, 2020 

PR Content 
Reported Q3 (ended May 31, 2020) 
revenue of $14 million, down 15% YoY. 
However, net income was up 278% YoY 
to $1 million (EPS: $0.02), due to a gain 
in the fair value of its properties.   

FRC Opinion 
Positive – Q3 revenue beat our 
expectations. CIBT’s education revenue in 
Q3 (80% of total) was $11 million, down 
10% YoY, but significantly better than our 
25% YoY decline forecast. Rental revenue 
was down 41% YoY to $2 million, which 
was higher than our 35% YoY decline 
forecast. We will be publishing an update 
report shortly.  

 

 

 

https://www.researchfrc.com/
https://www.researchfrc.com/website/top-pick-page/
https://www.researchfrc.com/website/company/goldenarrow/
https://www.researchfrc.com/website/company/goldenarrow/
https://www.researchfrc.com/website/company/goldenarrow/
https://www.researchfrc.com/website/company/cibt-education-group-inc/
https://www.researchfrc.com/website/company/cibt-education-group-inc/


                                                                                                                                   Page 12 
 

 

 

©2020 Fundamental Research Corp. “17+ Years of Bringing Undiscovered Investment Opportunities to the Forefront” 

Click here to view FRC’s complete list of top picks 

PLEASE READ THE IMPORTANT DISCLOSURES AT THE BACK OF THIS REPORT 
 

Cannabis 
 
 

Company 

Name:  

Ticker 

Symbol 

Current Share 

Price:  

FRC Fair Value 

Estimate:  

Date of PR: 

Namaste 

Technologies 

Inc. 

TSXV: N $0.32 $0.70 July 24, 2020 

PR Content 

Reported Q2-2020 financials (quarter 

ended May 31), with net revenue of $6.9 

million – a year-over-year increase of 

73% and a quaver-over-quarter increase 

of 31%. Growth in revenue was driven by 

CannMart, whose Q2 revenue was $2.36 

million, ayear-over-year increase of 

1,491%.  

FRC Opinion 

Positive – For 2020, we are currently 

forecasting revenue to be $21.73 million. 

We believe the company is on track to 

meet, and exceed, our 2020 revenue 

forecast. We will provide an update report 

shortly.  

 

 
 

Company 

Name:  

Ticker 

Symbol 

Current Share 

Price:  

FRC Fair Value 

Estimate:  

Date of PR: 

Indiva Limited TSXV: NDVA $0.27 $0.59 July 21, 2020 

PR Content 

Entered into an amended license 

agreement with Bhang (CSE: BHNG). 

The joint venture between Indiva and 

Bhang will be terminated in exchange for 

a new agreement where Bhang will 

receive a net royalty (percentage 

undisclosed) on Bhang products 

manufactured and sold by Indiva. Indiva 

believes the new agreement will be 

mutually beneficial to both parties.  

FRC Opinion 

Neutral – Given that the net royalty 

percentage is undisclosed, we are unable to 

comment on if the new agreement is 

beneficial for Indiva. Furthermore, we are 

not privy to when the new agreement will 

close. We will wait for the company’s Q3-

2020 financials before commenting further 

on this new agreement. 

 

 

https://www.researchfrc.com/
https://www.researchfrc.com/website/top-pick-page/
https://www.researchfrc.com/website/company/namaste-technologies-inc/
https://www.researchfrc.com/website/company/namaste-technologies-inc/
https://www.researchfrc.com/website/company/namaste-technologies-inc/
https://www.researchfrc.com/website/company/indiva-limited/
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Weekly Cannabis Commentary 
 

Cannabis Industry Performance 
 

 
Note: MCAN and XCAN was launched on November 18, 2019 and January 20, 2020, respectively. 

Source: TMX Money, FRC 
 

Over the past week, the Horizons Marijuana Life Sciences ETF (TSX: HMMJ / “HMMJ”), 
the Standard & Poor’s/MX International Cannabis Index (“MCAN”), and the Standard & 
Poor’s/TSX Cannabis Index (“XCAN”) generated a return of -2%, -4%, and -2%, 
respectively.  
 
The best performer on the list of companies that we track is Aphria Inc. (TSX: APHA). 
Today, Cantor Fitzgerald analyst Pablo Zuanic raised his price target on Aphria 
ahead of earnings (which are due on July 29). As a result, shares of Aphria are 
trading up 12% today. We believe it is likely that Aphria will beat top-line estimates, 
given that (1) Canada’s recreational cannabis market has been expanding amid the 
COVID-19 outbreak and (2) majors such as Canopy Growth have been losing market 
share in the Canadian recreational cannabis market (Source: Canopy Earnings Call) to 
other players. As shown below, Aphria is currently trading at a discount (based on 
EV/R) compared to peers.    
 
 
 

https://www.researchfrc.com/
https://www.researchfrc.com/website/top-pick-page/
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Valuation of Select Canadian LPs 

 

The following shows the average Enterprise Value to Revenue (“EV/R”) of the cannabis 

companies that we track.  

 

Average EV/R (October 2019 – July 2020) 

 
Source: S&P Capital IQ, FRC 

 

 
Source: S&P Capital IQ, FRC 

 

The average EV/R, as of July 27, 2020, is 10.1x – a deterioration from 11.0x a week 

ago. The average EV/R, from October 7, 2019 to date, is 12.1x. As a number of 

companies are not EBITDA positive, we have refrained from tracking the average 

Enterprise Value to EBITDA (“EV/EBITDA”). 

 

This week, we discuss highly anticipated retail cannabis sales in Canada. 

 

 

 

 

https://www.researchfrc.com/
https://www.researchfrc.com/website/top-pick-page/
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Canada’s Recreational Cannabis Market 

 

Canadian total retail sales were $41.79 billion in May 2020, a month-over-month (“MoM”) 

increase of 19%. Over the same period, Canadian retail cannabis sales were $186 

million, a MoM increase of 4%. Although it may appear that retail cannabis sales 

underperformed total retail sales, readers should note that total retail sales 

deteriorated significantly in March - April, whereas retail cannabis sales remained 

resilient. This is shown below.  

 

 
Jan. 

2020 

Feb.  

2020 

March 

 2020 

April 

 2020 

May  

2020 

Total Retail Sales  

MoM Increase 

0.4% 0.3% -10.0% -26.4% 18.7% 

Retail Cannabis Sales  

MoM Increase 

4.3% -2.7% 19.2% -0.6% 4.2% 

Source: Statistics Canada, FRC 

 

The following shows retail cannabis sales from January 2019 to May 2020. 

 

Retail Cannabis Sales (Jan 2019 – May 2020) 

 
Source: Statistics Canada, FRC 

 

We are pleased to see the data support our thesis that cannabis sales are highly 

resilient to an economic downturn. Extrapolating May 2020 sales to the remaining 

https://www.researchfrc.com/
https://www.researchfrc.com/website/top-pick-page/
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months of 2020 would result in Canada’s recreational cannabis market growing 

79% from 2019 to 2020.  

 

Recreational cannabis sales per capita in Canada in May 2020 were approximately $5, 

significantly lower than other cannabis markets, as shown below.  

 

Geographic Region 
Recreational Cannabis Sales per Capita in May 

2020 

Canada ~$5 

California* ~$11 

Colorado ~$26 

Nevada ~$19 

Oregon ~$33 

Washington State ~$21 

USD-CAD exchange rate of 1.34 used 

*The low recreational cannabis sales per capita figure for California is likely due to the fact that California has a booming black 

market for cannabis. 

Source: Statistics Canada, Marijuana Business Daily, OLCC, FRC 

 

We believe the data above is indicative that there is significant potential for 

Canada’s recreational cannabis market to grow.  

 

Canadian Retail Cannabis Pricing  

 

 

https://www.researchfrc.com/
https://www.researchfrc.com/website/top-pick-page/
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Source: Online Provincial Cannabis Stores, FRC  

 

The average retail price per gram decreased 0.31% week-over-week to reach 

$11.11. Over the long-term, we continue to reiterate our view that the retail price per 

gram of cannabis will decrease to combat the black market for cannabis. According to 

Statistics Canada, the average per gram price of illegal cannabis in Q4-2019 was 

$5.73. The following shows the trend in pricing for illegal cannabis:  

 

Illegal Cannabis Pricing 

 
Source: Statistics Canada, FRC 

 

Canadian Retail Cannabis Stores 

As of July 27, 2020, there are 1,016 retail cannabis stores across Canada – a 0.4% 

increase from a week ago. The following shows the week-over-week growth rates: 

 

Week-over-Week Store Count Change 

June 29, 2020 July 6, 2020 July 13, 2020 July 20, 2020 July 27, 2020 

0.9% 2.4% 1.8% 0.7% 0.4% 

Source: Provincial Websites, FRC 

 

 

 

 

 

 

 

https://www.researchfrc.com/
https://www.researchfrc.com/website/top-pick-page/
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Number of Retail Cannabis Stores in Canada  

 
Source: Provincial Websites, FRC 

 

The following shows the number of retail cannabis stores by province/territory: 

 

 
Source: Provincial Websites, FRC 

 

As shown above, Ontario and Quebec are the two largest underserved provinces for 

cannabis, with a population / store of 125k and 204k, respectively. Growth in Canada’s 

cannabis market hinges on more retail cannabis store openings in the two 

aforementioned provinces.  

 

https://www.researchfrc.com/
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The below chart shows Canadian retail dried cannabis flower pricing since we began 

price coverage.  

 

Canadian Retail Dried Cannabis Flower Pricing 

Source: Online Provincial Cannabis Stores, FRC 
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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 or companies with related management, and Analysts, 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.  
 
To subscribe for real-time access to research, visit https://www.researchfrc.com/website/subscribe 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 
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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 
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