
  

Tyron Breytenbach ,  P.Geo,  (416) 943-6747, tbreytenbach@cormark.com 

Nicolas Dion,  CFA,  Assoc iate ,  (416) 943-4220, ndion@cormark.com 

MORNING MEETING NOTES 
FEBRUARY 22, 2018 

 During the past twenty-four months, Cormark Securities Inc., either on its own 
or as a syndicate member, participated in the underwriting of securities for 

Alio Gold Inc 

Our disclosure statements are located on the second last page of this report 

      
 

Recommendation: Buy (S) 
Target Price: C$9.00 

 

 
Alio Gold (ALO-TSX, ALO-NYSE) 

Emerging From Transformational Year 

 

      
 Current Price C$3.48 Shares Outstanding (MM)

52 Wk High C$7.99   Basic

52 Wk Low C$3.54   Diluted

Cash (MM) $51.6   Mgmt. & Dir.

Debt (MM) $0.0 Market Cap.

NAVPS C$9.51 EV

P/NAV 0.37x Reserves

Spot NAVPS* C$10.75 Total Resource

Spot P/NAV* 0.32x

2017A 2018E 2019E

Production Q1 26.0 22.8 30.7

(000 oz) Q2 22.0 23.6 30.7

Q3 19.4 25.0 30.7

Q4 16.1 25.2 30.7

FY 83.6 96.5 123.0

AISC ($/oz) FY $1,041 $1,076 $950

CFPS, adj. Q1 $0.33 $0.07 $0.31

Q2 $0.25 $0.08 $0.30

Q3 $0.15 $0.13 $0.31

Q4 $0.02 $0.16 $0.23

FY $0.76 $0.44 $1.15

P/CF 3.6x 6.1x 2.4x

* Cormark deck is $1,250/oz; spot gold is $1,324/oz

$69.7

1.9 MMoz

2.8 MMoz

Fiscal YE Dec. 31

44.7

46.5

0.7

C$155.5

 
 
 

  Unless otherwise denoted, all figures shown in US$ 

Investment Thesis: 
Alio Gold represents a rebranded Timmins Gold following a Management team 
replacement and rationalization strategy (2016-17) that streamlined the asset 
portfolio and firmed up the balance sheet. The new CEO (Greg McCunn) is 
leading a more focused strategy that leverages the current Mexican platform to 
build a growth mid-tier producer.  

Highlights: 

 Q4/17 Beat: Alio beat our CFPS estimate ($0.02 per share vs. -$0.10 per 
share forecast) to exit 2017 with $51.6 MM in cash/short-term investments and 
no debt. Recall that 2017 was a year of lower production as Alio launched a 
waste stripping campaign to access the Phase 5/6 pit shells allowing for stable 
production of 100 koz/yr going forward. 

 San Francisco Update: The SF pit has been developed to allow access to 
multiple faces and unconstrained ore flow. Alio has also elected to put the 
crusher improvements on hold while it investigates improved blasting patterns 
as a potentially more efficient solution to improving recoveries. As a result, 
capital spending declines materially in 2018. Other developments include the 
stacking of run-of-mine (ROM) low grade material, mined during the pre-strip, 
to supplement production as the mine ramps up to 90-100 Koz in 2018.  

 Ana Paula U/G In-Focus: Alio has outlined a $20 MM budget at its growth 
asset, including ongoing development of the U/G ramp to evaluate an inclusion 
of the U/G breccia zone into a delayed DFS. Potential benefits include lower 
LOM capex (eliminates final pit pushback), better grade profile and the ability 
to store deleterious tailings U/G. 

 Maintain Buy (S) Rating, C$9.00 Target  

 

      
 

Company Description: 

Alio Gold is a Vancouver-based junior that generates cash 

from its 100%-owned San Francisco open-pit, heap leach 

mine in Sonora, Mexico. A two-year period of balance 

sheet and operational repair has positioned Alio to focus 

on its growth strategy, starting with the high-grade, low-

strip Ana Paula asset (34% IRR at $1,220/oz in PFS). 

Management has a proven track record and the CEO has 

successfully built the G9 mine in the same state as Ana 

Paula.  

  

 

Source: BigCharts.com, February 21, 2018 (Chart C$) 
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San Francisco Update – Capex Slows In 2018; Leach Recovery Will Be Key: 

 Alio delivered a slight beat to our Q4/17 estimates resulting in a stronger than forecast cash position 
($51.6 MM cash/short-term investments and $61.7 MM in working capital). 

 The major driver of the earnings beat was lower than anticipated cash costs and the timing of taxes. 
The full quarterly stats are shown in Figure 1. 

 Recall that 2017 was a year of transformation for the San Francisco mine as Alio published an 
updated mine plan in April and began a pre-stripping campaign to access the Phase 5 and 6 pits that 
allow revitalized production of ~100 koz/yr for the next five years (LINK). The mine moved 28% more 
waste in 2017 vs. 2016. 

 Other operational updates at San Francisco include the initiation of a ROM pad that will process the 
sub cut-off grade material (<0.20 g/t Au) via a dump leach.  

 As of February 18, 219,000 t (at a grade of 0.17 g/t Au) has been stacked and Alio estimates ultimate 
metallurgical leach recovery of 40% (the ROM pad will contribute 10% to total production guidance in 
2018). 

 Additionally, Alio has put on hold prior plans to evaluate crusher optimization (incl. the HPGR) in 
favour of testing improved blasting patterns/techniques in the hope that these studies will show 
improved recovery but for lower capital investment. The strategy is preferable given the HPGR is a $7 
MM capex item and the ROM project also requires a more thorough blast pattern allowing for these 
tests to proceed prior to committing to additional crusher capex. 

 Production guidance for 2018 at San Francisco remains 90-100 koz at AISC of $1,000-1,100/oz and 
sustaining capex will be drastically reduced Y/Y to $2.5-3.0 MM (vs $8.7 MM in 2017) as waste 
stripping comes to an end. 

Figure 1: Q4/17 Results 

Q3/17 Q4/17 Q4/17

$MM unless noted Actual Cormark Actual

Production (000oz) 19.4 16.1 * 16.1

Sold (000oz) 19.6 16.1 * 16.119.6

Ore Mined (000t) 1,646 1,758 * 1,758

Strip Ratio (w:o) 3.2 3.5 * 3.50.0

Ore Processing Rate (tpd) 20,830 18,947 * 18,741

Ore Processed (000t) 1,916 1,724 * 1,724

Grade Processed (g/t) 0.40 0.46 * 0.461.0

Cash Costs ($/oz) $886 $1,471 $1,041

Realized Gold Price ($/oz) $1,278 $1,274 * $1,274

Cash Margin ($/oz) $392 -$197 $233

AISC ($/oz) $1,104 $1,684 $1,3570

Adjusted EPS $0.12 ($0.09) ($0.06)

CFPS $0.15 ($0.10) $0.02886

Op. Cash Flow (pre WC) $6.4 ($4.5) $1.0

Op. Cash Flow (post WC) $2.7 ($4.5) ($2.2)

Investing Cash Flow ($27.5) ($16.6) ($17.3)

Financing Cash Flow $37.3 $2.7 $2.8

Net Change in Cash $12.6 ($18.3) ($17.0)

Cash, End of Period $48.5 $30.1 $31.5

Debt, End of Period $0.0 $0.0 $0.0

* Pre-reported  

Source: Company Reports/Cormark Securities 

http://dashboard.cormark.com/servlet/display.pdf?repid=TBreytenbach%40cormark%2Ecom_20170512014602274&userid=5875
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Ana Paula Update – U/G Focus To Delay And Improve DFS: 

 Alio has been busy at Ana Paula where it continues to pursue, exploration, development and 
permitting. The budget for Ana Paula in 2018 is $20 MM. 

 The Q4 release outlined a focus on the integration of an U/G component to the Ana Paula mine plan 
in the upcoming DFS and we expect this is driven by the following potential benefits: 

– Lower capex by delaying or removing the final pit pushback to access the same ounces for less 
investment. 

– Better utilization of the existing mill which has a 6,000 tpd capacity vs. the open-pit’s ability to 
supply only 5,000 tpd. 

– Opens up the potential for Alio to store treated tailings from the ambient pressure oxidation 
(AOX) circuit underground, reducing the permitting footprint of the mine. This seems to be the 
key driver for delaying the DFS to incorporate the U/G component. 

 While all this speaks of a change of scope we expect the net impact is positive to NPV, recall that the 
tailings concerns arise from Alio’s decision to include an AOX circuit to boost recovery of gold 
contained in arsenopyrite (we currently model an NPV5% of $275 MM at $1,300/oz). 

 Activity has picked up at site with six holes being drilled into the breccia zone while U/G development 
continues as the portal is installed in a valley adjacent to the proposed pit. 

 Alio has also permitted and ordered a 100-man camp to accommodate the growing employee base 
as early site works and advanced exploration commence. 

 The major milestone for Ana Paula remains the publication of the DFS (likely delayed to Q4/18) that 
will coincide with a funding package of $90-100 MM, likely in the form of debt and or streaming 
facility. 

Figure 2: Ana Paula Project Assumptions/Results 

 
Source: Company filings/Cormark Securities. 



  

Tyron Breytenbach ,  P.Geo,  (416) 943-6747, tbreytenbach@cormark.com 

Nicolas Dion ,  CFA,  Assoc iate ,  (416) 943-4220, ndion@cormark.com 

MORNING MEETING NOTES 
FEBRUARY 22, 2018 

 

Our disclosure statements are located on the second last page of this report 

Still Deeply Discounted; Execution Should Drive Rerating:  

 Alio continues to trade like a developer, despite the strong and historic base of production at San 
Francisco and the impressive growth profile (>200 koz year by 2020). Alio’s spot P/NAV multiple of 
0.32x is below the average of even our development stage companies (0.5x). 

 We expect that ongoing execution will be key to eroding the discount to peers and dealing with the 
two most common pushbacks on the stock: 1) that it is challenging and expensive to build and 
operate a mine in Guerrero and 2) concerns that the new production profile at San Francisco is not 
sustainable. 

 We would like to see Alio meet its production guidance in 2018 and continue to show that it can 
operate in Guerrero by completing the U/G ramp and delivering a bankable feasibility study. 
Advancement at both assets will crystalize our NAV estimate and should help reduce the glaring 
valuation disconnect. 

 Given the solid balance sheet (fully funded into 2019 if need be) and mine plan inflection point at San 
Francisco (i.e. capex spend comes to an end), we like the risk/reward of this stock and rate it Buy (S) 
with a C$9.00 target. Should the broader gold space improve, we believe Alio may outperform peers 
having lagged the group for quite some time. 

 Interestingly, despite selling off with neighbouring Torex (TXG:TO, Buy rating, C$19.00 target, 
covered by Richard Gray) during the roadblock issues (LINK) Alio did not recover in-step as the 
safety situation improves. 

Figure 3: ALO Valuation Table At $1,250/oz 

Asset  Value ($MM) $ Per Share % of NAV

San Francisco NPV, Mexico 5.0% disct. $78.5 $1.33 18%

Ana Paula NPV, Mexico 5.0% disct. $249.5 $4.21 57%

Total Mining Assets $328.0 $5.54 75%

Total Mining Assets (C$) C$420.5 C$7.10

Cash  & ST Investments Exit Q4/17 $51.6 $0.87 12%

Cash From ITM Proceeds at Target $36.1 $0.61 8%

Cash From Future Equity Raises $23.4 $0.40 5%

Debt $0.0 $0.00 0%

Total Financial Assets $111.1 $1.88 25%

Total Financial Assets (C$) C$142.4 C$2.40

Net Asset Value $439.1 $7.41

Net Asset Value (C$) C$563 C$9.51

P/NAV 0.37x  

Source: Cormark Securities 

http://dashboard.cormark.com/servlet/display.pdf?repid=RGray%40cormark%2Ecom_20180129213942546&userid=5875
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Figure 4: Producer P/NAV Comps – Full Cormark Universe 
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Source: Cormark Securities 
 During the past twenty-four months, Cormark Securities Inc., either on its own or as a syndicate member, participated in 
the underwriting of securities and/or provided financial advice regarding the stock market insight and financial analysis 
regarding potential transactions for these companies 
Source: Cormark Securities 

Figure 5: Developer (and Alio) P/NAV Comps – Full Cormark Universe 
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Source: Cormark Securities 
 During the past twenty-four months, Cormark Securities Inc., either on its own or as a syndicate member, participated in 
the underwriting of securities and /or provided financial advice regarding the stock market insight and financial analysis 
regarding potential transactions and/or received a fee for the non-brokered placement of securities for these companies 
Source: Cormark Securities 
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We, Tyron Breytenbach and Nicolas Dion, hereby certify that the views expressed in this research report accurately reflect our personal views about 
the subject company(ies) and its (their) securities. We also certify that we have not been, and will not be receiving direct or indirect compensation in 
exchange for expressing the specific recommendation(s) in this report. 
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RECOMMENDATION TERMINOLOGY 
 

Cormark’s recommendation terminology is as follows:  
 Top Pick  our best investment ideas, the greatest potential value appreciation 
 Buy  expected to outperform its peer group 
 Market Perform  expected to perform with its peer group 
 Reduce  expected to underperform its peer group 
Our ratings may be followed by "(S)" which denotes that the investment is speculative and has a higher degree of risk associated with it. 
 

Additionally, our target prices are set based on a 12-month investment horizon. 

 

 

 

For Canadian Residents: This report has been approved by Cormark Securities Inc. (“CSI”), member IIROC and CIPF, which takes 
responsibility for this report and its dissemination in Canada. Canadian clients wishing to effect transactions in any security discussed should do 
so through a qualified salesperson of CSI. For US Residents: Cormark Securities (USA) Limited (“CUSA”), member FINRA and SIPC, accepts 
responsibility for this report and its dissemination in the United States. This report is intended for distribution in the United States only to certain 
institutional investors. US clients wishing to effect transactions in any security discussed should do so through a qualified salesperson of CUSA. 

Every province in Canada, state in the US, and most countries throughout the world have their own laws regulating the types of securities and 
other investment products which may be offered to their residents, as well as the process for doing so. As a result, some of the securities 
discussed in this report may not be available to every interested investor. This report is not, and under no circumstances, should be construed 
as, a solicitation to act as securities broker or dealer in any jurisdiction by any person or company that is not legally permitted to carry on the 
business of a securities broker or dealer in that jurisdiction. This material is prepared for general circulation to all clients and does not have 
regard to the particular circumstances or needs of any specific person who may read it. This report is provided for information purposes only and 
does not constitute an offer or solicitation to buy or sell any securities discussed herein. 

The information and any statistical data contained herein have been obtained from sources believed to be reliable as of the date of publication, 
but the accuracy or completeness of the information is not guaranteed, nor in providing it does CSI or CUSA assume any responsibility or 
liability. All opinions expressed and data provided herein are subject to change without notice. The inventories of CSI or CUSA, its affiliated 
companies and the holdings of their respective directors, officers and companies with which they are associated may have a long or short 
position or deal as principal in the securities discussed herein. A CSI or CUSA company may have acted as underwriter or initial purchaser or 
placement agent for a private placement of any of the securities of any company mentioned in this report, may from time to time solicit from or 
perform financial advisory, or other services for such company. The securities mentioned in this report may not be suitable for all types of 
investors; their prices, value and/or the income they produce may fluctuate and/or be adversely affected by exchange rates. 

No part of any report may be reproduced in any manner without prior written permission of CSI or CUSA. 

A full list of our disclosure statements as well as our research dissemination policies and procedures can be found on our web-site at: 
www.cormark.com 

 

 

http://www.cormark.com/
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Alio Gold Inc.7   HOLD 

ALO-TSX  
     
 

    Last: 

      
 

     C$3.74 

February 22, 2018    Target:   C$4.70 

 

 
 

What's Changed Old New

Rating HOLD n.c.

Target C$4.70 n.c.

Gold Production 2017A (k oz) 84 n.a.

Gold Production 2018E (k oz) 96 n.c.

Gold Production 2019E (k oz) 113 n.c.

Share Data

Share o/s (mm, basic/f.d. itm)

52-week high/low

Market cap (m)

EV (m)

Net debt (m)

Projected return

NAV5%/share

P/NAV5%

Financial Data

YE Dec. 31 2017A 2018E 2019E

Gold production (k oz) 84 96 113

Cash costs ($/oz) $831 $838 $846

EPS $0.30 $0.30 $0.37

CFPS $0.61 $0.69 $0.84

P/E 9.9x 9.9x 8.1x

P/CF 4.8x 4.3x 3.5x

All figures in US$ unless otherwise noted

26%

$3.55

0.84x

45 / 53

C$7.99 / C$3.54

C$163

$98

($31)

Miss on 4Q financials; better 2018 expected 

Alio reported 4Q17 and 2017 financial results. Production of 16.1k oz in 4Q 

and 83.6k oz in 2017 was pre-reported. 4Q cash cost of $1,041/oz (AISC of 

$1,357/oz) was higher than our forecast of $973/oz. 2017 cash cost was 

$831/oz (AISC of $1,034/oz). The company managed to accelerate waste 

stripping in 4Q. The acceleration was required to open up new mining areas 

and improve mine flexibility. The main pit is now open on several fronts.   

4Q clean EPS of $(0.05) was slightly lower than our estimate of $(0.04) and 

consensus of $0.01. 4Q CFPS (before working capital changes) of $(0.05) was 

also lower than our forecast of $0.03 and consensus of $0.02.   

In 2018, Alio expects to produce 90k-100k oz at AISC of $1,000-$1,100/oz. In 

December 2017, the company implemented a new strategy under which 

lower grade run-of-mine (“ROM”) material has been sent directly for heap 

leaching while higher grade material has been sent for crushing. As the ROM 

ore was only recently placed under leach (placed in late January), 1Q is 

expected to be the weakest quarter. Alio expects approx. 20% of annual gold 

production in 1Q.    

At Ana Paula, the focus remains on exploration. Alio is working to delineate 

the known extensions below the planned open pit. Construction of a 1.2k m 

underground decline is underway. The decline is planned to be used from 3Q 

for underground drilling.     

Recommendation 

As part of revitalizing efforts, ALO had to play catch up at San Francisco. Now 

with several new mining areas opened up, we should see a better 

performance in 2018.  

Our target price of C$4.70/sh, which is determined by using a 1.0x NAV 

multiple, remains unchanged.      

 

 

  
 

Ian Parkinson (416) 943-6187 

iparkinson@gmpsecurities.com  
 

Salman Rizvi  (416) 943-6631 

srizvi@gmpsecurities.com 
 
 

 

 
  
 

 

http://stockwatch.gmpsecurities.com/chart.htm?Symbol=ESM&Region=c&CompanyName=Euro Sun Mining
https://gmpsecuritieslibrary.bluematrix.com/client/library.jsp?mode=company&ticker=ESM-TSX
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Alio Gold (ALO CN) Ian Parkinson

Stock Rating: HOLD iparkinson@gmpsecurities.com

Target Price: $4.70 +1 (416) 943-6639

Share Price: $3.74 Salman Rizvi

Implied Return: 25.7% srizvi@gmpsecurities.com

Market Cap (C$mm): 163 +1 (416) 943-6631

Company Summary Reserves / Resources

Tonnes 

(000') Gold g/t Gold mmoz

San Francisco 2P Reserves 54,800         0.527       0.90            

San Francisco M&I Resources 74,800         0.541       1.30            

Ana Paula 2P Reserves 13,400         2.360       1.00            

Ana Paula M&I Resources 18,000         2.060       1.20            

GMP Commodity Forecast 2017A 2018E 2019E 2020E 2021E

Investment Thesis & Catalysts Gold Price (US$/oz) 1,260           1,350       1,350          1,350       1,350       

Si lver Price (US$/oz) 17.06           19.25       19.25          19.25       19.25       

Production (Attributable) 2017A 2018E 2019E 2020E 2021E

San Francisco Gold Production (000 oz) 84                 96            113             108           #N/A

Ana Paula Gold Production (000 oz) -                    -                -                   -                -                

Total

Gold Production (000 oz) 84                 96            113             108           #N/A

Total Cash Costs (US$/oz Au) $831 $838 $846 $958 #N/A

Financial Data 2017A 2018E 2019E 2020E #

Cash 31.5          65.3          87.9          85.8          #

Debt -                -                -                -                #

Total Debt / Total Assets 0% 0% 0% 0% #

EPS 0.30 0.30 0.37 0.19 #

CFPS 0.61 0.69 0.84 0.56 #

P/E 9.9x 9.9x 8.1x 15.4x #

P/CF 4.8x 4.3x 3.5x 5.3x #

EV/EBITDA 2.4x 1.8x 1.5x 2.2x #

Income Statement 2017A 2018A 2019A 2020E #

Revenue 105.2       130.2       152.4       145.9       # NAV Valuation Ownership Discount Rte CAD$MM CAD$/Sh

EBITDA 26.7          36.6          44.1          29.5          # Non-Operating Assets

EBIT 19.7          24.2          29.6          15.6          # Exploration assets $5.0 $0.09

Net Income 11.9          15.7          19.2          10.2          # Cash $65.3 $1.24

EPS 0.30          0.30          0.37          0.19          # Cash  from Options and Warrants $0.0 $0.00

EBITDA/Share 0.60          0.82          0.99          0.66          # Non-Operating Asset NAV $70.3 $1.33

Basic Shares Outstanding 44.7          44.7          44.7          44.7          #

Options & Warrants 8.0            8.0            8.0            8.0            # Mining Assets

Fully Diluted Shares Outstanding 52.7          52.7          52.7          52.7          # San Francisco 100% 5% $116.6 $2.21

Cash Flow 2017A 2018A 2019A 2020E # Ana Paula 100% 5% $0.0 $0.00

Net Income 11.9          15.7          19.2          10.2          # Total Mining Assets $116.6 $2.21

Depreciation 4.6            12.4          14.5          13.9          #

Other (3.5)           8.5            10.4          5.5            # NET ASSET VALUE $186.9 $3.55

Operating Cash Flow 13.1          36.6          44.1          29.5          # NAV multiple 1.00x

Investing Cash Flow (55.8)        (2.8)           (21.5)        (31.6)        # Exchange rate (USD/CAD) $0.80

Financing Cash Flow 40.1          -                -                -                # CAD Valuation $4.44

Cash Increase/Decrease (2.4)           33.8          22.6          (2.1)           # TMM Target Price $4.70

Ending Cash 31.5          65.3          87.9          85.8          #

Free Cash Flow (25.3)        33.8          22.6          (2.1)           #

Company Management

Bryan Coates Independent Chairman

Greg McCunn CEO & Director

Colette Rustad CFO

Source: Company Reports. GMP Securities, Bloomberg, FactSet ^GMP Estimate

Alio Gold is a gold producer operating the San Francisco  gold mine in Sonora, 
Mexico.   The company is working towards developing its Ana Paula project in 
Guerrero, Mexico. 

• Improving operations at San Fransico and extending its mine life
• Exploration success at Ana Paula, leading to resource growth
• Positive feasibility study on Ana Paula
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Research

Alio Gold (ALO CN) – Financial results below expectations given greater than expected increase in costs 

Sentiment Indicator : negative 

Produced by Mihaljevic, Mark (RBC Dominion Securities Inc.) on Wednesday, February 21, 2018, 07:59 AM ET

Disseminated on Wednesday, February 21, 2018, 08:09 AM ET

We expect a negative reaction from Alio's shares given quarterly financial results were weaker than expected driven by higher than forecast costs following pre-
release of production and sales. Recall, the company had previously provided 2018 guidance of 90-100 Koz of gold at all-in sustaining costs between $1,000-
1,100/oz. Alio noted it is evaluating changing the scope of the upcoming feasibility study for its Ana Paula project in Guerrero, Mexico to incorporate an 
underground operation. This would have the potential to (1) increase total reserves, (2) fill the planned 1 Ktpd in excess plant capacity with higher grade 
underground feed, (3) mine the third phase of the planned open-pit from underground at a lower cost, and (4) allow for more efficient tailings disposal. We would 
expect incorporating the underground would result in the study being delayed into 2019, compared to Q2/18 under the prior scenario. 

Exhibit 1: Summary of operational and financial results   

 

Source: Company reports, RBC Capital Markets estimates 

Conference call:   

l Wednesday, February 21, at 11 a.m. ET
¡ Dial-in: 1-855-427-9509 or 1-210-229-8822 (Conference ID: 9983338) 

Company Name Exchange Ticker Rating Risk Qualifier Price Target Currency Price Price Date

Alio Gold Inc Toronto SE ALO CN Sector Perform Speculative Risk 6.00 US Dollar 3.74 21 Feb 2018 07:42:21 ET

RBC Dominion Securities Inc. 
Mark Mihaljevic (Analyst) | (416) 842-3804 | mark.mihaljevic@rbccm.com 
 
Click here for conflict of interest and other disclosures relating to Alio Gold Inc, Mark Mihaljevic These disclosures are also available by sending a written request to RBC 
Capital Markets Research Publishing, P.O. Box 50, 200 Bay Street, Royal Bank Plaza, 29th Floor, South Tower, Toronto, Ontario M5J 2W7 or an email to 
rbcinsight@rbccm.com 

 

All rights reserved. This material may not be published, broadcast, rewritten or redistributed in any form. Please click here for legal restrictions and terms of use applicable to this site. Use of this site 

signifies your agreement to the terms of use. 
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Qtly Adj EPS  (FD)  Q1 Q2 Q3 Q4 Year
Price/Adj.

EPS
2016A $0.01 $0.02 $0.02 $0.02 $0.07 50.3x
2017A $0.02 $0.10 $0.12 $-0.06 $0.30 12.3x
2018E $-0.01 $0.07 $0.07 $0.07 $0.20 14.9x
2019E $0.09 $0.09 $0.09 $0.09 $0.37 8.0x

(FY-Dec.) 2015A 2016A 2017A 2018E 2019E
CFPS $0.02 $0.13 $0.71 $0.52 $0.95
Price/Cash Flow 73.1x 24.9x 5.2x 5.7x 3.1x
EBITDA (M) $2.2 $27 $27 $23 $43
Gold Prod (000 oz) 93 100 84 92 110
Gold Cash Cost (US$/oz) $1,019 $743 $831 $959 $867

Historical price multiple calculations use FYE prices. All values in US$ unless otherwise indicated.
Source: FactSet; company reports; Scotiabank GBM estimates.

Dissemination: February 21, 2018, 14:05 ET. Production: February 21, 2018, 14:00 ET.

 

CAPITALIZATION
 
 

 

Market Cap. (M) C$201
Net Debt + Pref. (M) C$-69
Enterprise Value (M) $104
Shares O/S (M) 54
Float O/S (M) 52
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Alio Gold Inc.
Q4 Results See Cost Uptick; Ana Paula Underground
Component Could Delay DFS Timing

OUR TAKE: Q4/17 financial results came in below our expectations with EPS of -
$0.06 (vs. our $0.01 estimate) and CFPS of $0.02 (vs. our $0.04 estimate), largely as
a result of higher deferred tax expense along with higher costs. Q4/17 All-In Sustaining
Cost (AISC) was $1,357/oz, ahead of our $1,318/oz estimate and $1,104/oz recorded
in Q3/17. Production of 16.1koz Au for Q4 or 83.6koz Au for FY17 had already been
pre-reported. With the Q4 results, ALO reiterated 2018 guidance for production of
90k-100k oz Au with AISC between $1,000 and $1,100/oz. Notably, Alio indicated that
an underground component may be included in the Ana Paula Definitive Feasibility
Study (DFS), which would likely delay publication until late 2018.

Following model updates to incorporate Q4 results, we maintain our Sector Perform
rating while our price target moves to C$6.00 (from C$7.00 previously).

At the Ana Paula project, Alio is evaluating the potential inclusion of an underground
component, which would have three main benefits: 1) this could supply additional ore
feed to the 6,000 tpd plant to supplement the open pit where mining is constrained
to 5,000 tpd owing to pit geometry, 2) this could reduce the phase 3 waste stripping
requirement through mining from underground, thus improving project economics, and
3) this could optimize tailings disposal through potential underground tailings storage.
Further details are expected in Q1/18; if included, this could delay the DFS until later
this year.

At San Francisco, Alio reports that a dual cutoff strategy is being implemented whereby
lower-grade ore is trucked to old leach pads as run-of-mine (ROM) material, while
higher-grade material is crushed to a finer grind to optimize metallurgical recoveries.
In conjunction with this strategy, Alio is seeking to optimize blasting techniques and
parameters, along with emulsion blends.

ALO ended Q4/17 with $51.6M in cash and short-term investments on hand (vs. $68.5M
in Q3/17) and no debt.

With this note we have applied lower P/NAV multiples for San Franscisco and Ana
Paula, resulting in a C$6.00 price target (down from C$7.00 previously). Our revised
target is based on a 0.9x P/NAV multiple (vs. 1.05x previously). Valuation: ALO shares
are trading at a spot P/NAV of 0.49x and 4.5x 2018E P/CF vs. peers at 0.73x and 5.6x,
respectively. Summary quarterly results are shown in Exhibit 1.
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Exhibit 1: Summary Quarterly Results 

 

Source: Company reports; Scotiabank GBM estimates. 

Reported Scotia Reported Reported

Q4/17A Q4/17E % diff Q3/17A %∆q/q Q4/16A %∆y/y

Operating Statistics - San Francisco

Ore processed (000's tonnes) 1,724 1,724 0% 1,916 -10% 1,918 -10%

Average grade (g/t Au) 0.46 0.46 0% 0.40 15% 0.48 -5%

Waste mined (000's tonnes) 6,232 4,945 26% 5,185 20% 2,734 128%

Total mined (000's tonnes) 7,990 6,923 15% 6,830 17% 4,598 74%

Strip ratio (waste:ore) 3.55 2.50 42% 3.15 13% 1.47 141%

Gold placed on pads (oz) 25,502 25,502 0% 24,647 na 29,723 na

Gold produced (oz) 16,070 16,070 0% 19,429 -17% 25,287 -36%

Gold sold (oz) 16,067 16,067 0% 19,601 -18% 26,012 -38%

Gold recovery (%) 63% 63% 0% 79% na 85% na

Average ore processed (tpd) 18,741 18,741 0% 20,830 -10% 20,847 -10%

Financial Statistics

Cash cost net of by-products ($/oz) $1,041 $1,054 -1% $886 17% $716 45%

All-in sustaining cash cost ($/oz) $1,357 $1,318 3% $1,104 23% $910 49%

Average realized gold price ($/oz) $1,274 $1,274 0% $1,278 0% $1,191 7%

Metal revenues ($M) $20.6 $20.6 0% $25.2 -18% $31.0 -34%

Profit (loss) from operations ($M) ($0.5) $1.0 na $6.7 na $6.9 na

Earnings (Loss) ($M) ($2.9) $0.6 na $5.2 na $6.0 na

Reported EPS ($0.06) $0.01 na $0.12 na $0.02 na

Cash flow from ops (pre W/C) ($M) $1.0 $1.9 -45% $6.4 -84% $10.0 -90%

CFPS (pre W/C) $0.02 $0.04 -46% $0.15 -84% $0.03 -22%

Quarter-end cash position ($M) $51.6 $51.5 0% $68.5 -25% $33.9 52%
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Exhibit 2: Operating and Financial Parameters 

 

Source: Company reports; Scotiabank GBM estimates. 

Alio Gold Inc.
Symbol ALO-T; ALO-N Stock Rating SP

Share Price (C$) $3.60 12 Month Target Price  (C$) $6.00

FD Shares Outstanding (M) 53.7 Implied Return 67%

Market Cap (C$M) $193 NAV/Share (C$) $6.69

Enterprise Value (C$M) $143 Dividend / Share (C$) -             

52-week High / Low (C$) $7.99 / $3.52 Price/NAV 0.54x

2014E 2015E

Ratio Analysis 2016A 2017A 2018E 2019E 2016A 2017A 2018E 2019E

Net Income (C$M) $31.7 $11.9 $8.9 $16.6 Share price (CAD$) $3.60 $3.60 $3.60 $3.60

Adjusted EPS $0.07 $0.30 $0.20 $0.37 Shares Outstanding (M) fd 324.2 39.9 44.7 44.7

P/E (x) 28.8x 9.4x 14.3x 7.6x Gold price (US$/oz) $1,249 $1,259 $1,300 $1,300

Operating CF, pre-WC $42.9 $28.1 $23.2 $42.4 Spot gold price (US$/oz) $1,249 $1,259 $1,300 $1,300

CFPS, pre-WC $0.13 $0.71 $0.52 $0.95

P/CF, pre-WC 21.3x 4.0x 5.5x 3.0x Mine Production and Costs

Income Statement Items (US$M) San Francisco (000s oz) 100.3 83.6 91.9 110.0

Total Revenue $123 $105 $119 $143 Ana Paula (000s oz) 0.0 0.0 0.0 0.0

Operating costs $75 $70 $88 $95 Total Gold Production (000s oz) 100.3 83.6 91.9 110.0

SG&A $8 $9 $8 $4 Average cash costs (US$/oz gold) $743 $831 $959 $867

Depreciation $14 $5 $9 $16

Other $14 $0 $1 $1 Additional Ratio Analysis

EBITDA $27 $27 $23 $43 Profit Margin 39% 34% 27% 34%

EBIT $13 $22 $15 $27 ROE 22% 6% 4% 6%

EBT $13 $22 $15 $27 ROA 19% 5% 3% 5%

Taxes $4 $9 $4 $6 EV/EBITDA (x) 4.2x 4.2x 4.9x 2.6x

Effective tax rate 33% 40% 27% 23% Net Debt/Equity n.m. n.m. n.m. 12%

Reported net earnings $32 $12 $9 $17 Book Value (CAD$/sh) $0.53 $5.91 $6.58 $7.53

Reported EPS $0.10 $0.30 $0.20 $0.37 Free cash flow (CAD$/sh) $0.06 ($0.63) ($0.04) ($2.13)

Adjusted EPS $0.07 $0.30 $0.20 $0.37

Cash Flow Statement Items (US$M)

Net earnings before tax $36 $21 $15 $26 NAV Analysis

DD&A $14 $5 $9 $16 Asset Breakdown C$M C$/Sh %

Stock based compensation $0 $0 $0 $0 San Francisco $109 $2.03 35%

Income tax paid $3 $3 $0 $0 Ana Paula $203 $3.78 65%

Other ($11) ($0) $0 $0 Subtotal - Operations $312 $5.81 100%

Operating CF, pre-WC $43 $28 $23 $42 Cash $69 $1.29

CF from operating activities $34 $13 $23 $42 Corporate Adjustments ($17) ($0.41)

CF from financing activities $1 $40 $35 $0 Total Debt $0 $0.00

CAPEX ($15) ($38) ($25) ($138) Net Asset Value $365 $6.69

CF from investing activities ($12) ($56) ($25) ($138) Target Multiple 0.90x

Net change in cash $25 ($2) $33 ($95) Target Price & Implied Return $6.00 67%

CFPS, pre-WC $0.13 $0.71 $0.52 $0.95

Free Cash Flow (Op CF - capex) $19 ($25) ($2) ($95) Production & Total Cash Cost Profile (2015A-2020E)

Balance Sheet Items (US$M)

Cash $34 $31 $85 ($10)

Current assets $57 $87 $120 $25

Property, plant & equipment $114 $149 $174 $312

Total assets $171 $236 $294 $336

Short-term debt $0 $0 $0 $0

Current liabilities $19 $25 $25 $25

Long-term debt $0 $0 $35 $35

Total liabilities $28 $39 $74 $74

Shareholder's equity $143 $197 $220 $263

Total liabilities & shareholder's equity $171 $236 $294 $336

Working capital $38 $62 $95 ($0)

Mine Reserves and Resources

Attrib. Gold Reserves (000 oz) 632

Attrib. Gold Resources (000 oz) 2,963

-

Company Profile: Aurizon is a junior Gold producer , headquartered in Vancouver in British Columbia and with assets in the Abitibi region in Northern Quebec. The Casa Berardi
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Company Overview

Company Description
 
 

 

Alio Gold Inc. (Alio) is a Vancouver-based gold producer with the operating San Francisco open-pit heap leach gold mine in Sonora,
Mexico and the Ana Paula gold development project in Guerrero, Mexico.

Risks
 
 

 

Key Risks: Multiple contraction, commodity prices, technical and operational risks, and geopolitical risks

Total Return Index of ALO-T
 
 

 

 
 

 

Source: Scotiabank GBM; FactSet.
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Appendix A: Important Disclosures

Company Disclosures (see legend below)*
 

Alio Gold Inc. I, O1, VS0055

I, Ovais Habib, certify that (1) the views expressed in this report in connection with securities or issuers that I analyze accurately reflect
my personal views and (2) no part of my compensation was, is, or will be directly or indirectly, related to the specific recommendations
or views expressed by me in this report.

This research report was prepared by employees of Scotia Capital Inc. and/or its affiliates who have the title of Analyst.

All pricing of securities in reports is based on the closing price of the securities’ principal marketplace on the night before the publication
date, unless otherwise explicitly stated.

All Equity Research Analysts report to the Head of Equity Research. The Head of Equity Research reports to the Managing Director
and Co-Head, Global Capital Markets, who is not and does not report to the Head of the Investment Banking Department. Scotiabank,
Global Banking and Markets has policies that are reasonably designed to prevent or control the sharing of material non-public
information across internal information barriers, such as between Investment Banking and Research.

The compensation of the research analyst who prepared this report is based on several factors, including but not limited to, the overall
profitability of Scotiabank, Global Banking and Markets, and the revenues generated from its various departments, including investment
banking, trading fees and other types of transactions. Furthermore, the research analyst’s compensation is charged as an expense
to various Scotiabank, Global Banking and Markets departments, including investment banking. Research Analysts may not receive
compensation from the companies they cover.

Non-U.S. analysts may not be associated persons of Scotia Capital (USA) Inc. and therefore may not be subject to FINRA Rule 2241
restrictions on communications with subject company, public appearances and trading securities held by the analysts.

For Scotiabank, Global Banking and Markets Research analyst standards and disclosure policies, please visit gbm.scotiabank.com/
disclosures.

Scotiabank, Global Banking and Markets Research, 40 King Street West, 33rd Floor, Toronto, Ontario, M5H 1H1.

Time of dissemination: February 21, 2018, 14:05 ET. Time of production: February 21, 2018, 14:00 ET. Note: Time of dissemination
is defined as the time at which the document was disseminated to clients. Time of production is defined as the time at which the
Supervisory Analyst approved the document.

*Legend
 

I Scotia Capital (USA) Inc. or its affiliates has received compensation for investment banking services in the past 12 months.

O1 Scotia Capital Inc. and its affiliates collectively beneficially own in excess of 1% of one or more classes of the issued and
outstanding equity securities of this issuer.

VS0055 Research Analyst Ovais Habib visited the San Francisco project, an operating mine, on October 22, 2012, and May 20, 2014.
Partial payment was received from the issuer for the travel-related expenses incurred by the Research Analyst to visit this site.
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Rating and Price Target History

Alio Gold Inc. (ALO-T) as of February 20, 2018 (in CAD)

P
ric

e 
(C

A
D

)

35

30

25

20

15

10

5

0
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02-25-2015
Price: 10.50
Rating: SP
Target: 2.00

03-11-2015
Price: 8.50
Rating: SP
Target: 1.75*

07-31-2015
Price: 4.00
Rating: SP
Target: 1.50*

08-31-2015
Price: 3.55
Rating: SP
Target: 0.50*

11-03-2015
Price: 2.50
Rating: SP
Target: 0.25*

03-24-2016
Price: 2.85
Rating: SP
Target: 0.30*

05-18-2016
Price: 4.25
Rating: SP
Target: 0.50*

07-13-2016
Price: 5.80
Rating: SP
Target: 0.55*

08-12-2016
Price: 7.20
Rating: SP
Target: 0.75*

08-23-2016
Price: 6.40
Rating: SO*
Target: 1.00*

01-10-2017
Price: 4.40
Rating: SP*
Target: 0.75*

05-12-2017
Price: 6.20
Rating: SP
Target: 0.80*

05-16-2017
Price: 6.50
Rating: SP
Target: 7.50*

01-09-2018
Price: 4.33
Rating: SP
Target: 7.00*

Powered by: BlueMatrix*Represents the value(s) that changed.
Ratings Legend: FS=Focus Stock; SO=Sector Outperform; SP=Sector Perform; SU=Sector Underperform; T=Tender; UR=Under Review; CS=Coverage Suspended; DC=Discontinued Coverage
Source: Scotiabank GBM estimates/Scotia Howard Weil estimates; FactSet.
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Definition of Scotiabank, Global Banking and Markets Equity Research Ratings
We have a four-tiered rating system, with ratings of Focus Stock, Sector Outperform, Sector Perform, and Sector Underperform. Each
analyst assigns a rating that is relative to his or her coverage universe or an index identified by the analyst that includes, but is not
limited to, stocks covered by the analyst.

The rating assigned to each security covered in this report is based on the Scotiabank, Global Banking and Markets research analyst’s
12-month view on the security. Analysts may sometimes express to traders, salespeople and certain clients their shorter-term views
on these securities that differ from their 12-month view due to several factors, including but not limited to the inherent volatility of the
marketplace.
Ratings
 
 
 

Focus Stock (FS)
The stock represents an analyst’s best idea(s); stocks in this
category are expected to significantly outperform the average
12-month total return of the analyst’s coverage universe or an
index identified by the analyst that includes, but is not limited to,
stocks covered by the analyst.

Sector Outperform (SO)
The stock is expected to outperform the average 12-month total
return of the analyst’s coverage universe or an index identified
by the analyst that includes, but is not limited to, stocks covered
by the analyst.

Sector Perform (SP)
The stock is expected to perform approximately in line with
the average 12-month total return of the analyst’s coverage
universe or an index identified by the analyst that includes, but
is not limited to, stocks covered by the analyst.

Sector Underperform (SU)
The stock is expected to underperform the average 12-month
total return of the analyst’s coverage universe or an index
identified by the analyst that includes, but is not limited to,
stocks covered by the analyst.

Other Ratings
Tender – Investors are guided to tender to the terms
of the takeover offer.

Under Review – The rating has been temporarily
placed under review, until sufficient information has
been received and assessed by the analyst.

Risk Ranking
As of June 22, 2015, Scotiabank, Global Banking
and Markets discontinued its Low, Medium, and High
risk rankings. The Speculative risk ranking reflects
exceptionally high financial and/or operational risk,
exceptionally low predictability of financial results,
and exceptionally high stock volatility. The Director
of Research and the Supervisory Analyst jointly
make the final determination of the Speculative risk
ranking.

Scotiabank, Global Banking and Markets Equity Research Ratings Distribution*
 

Distribution by Ratings and Equity and Equity-Related Financings*

46.1% 48.3%

5.6%

43.5% 35.4% 7.7%
Sector Outperform Sector Perform Sector

Underperform

0%

20%

40%

60%

    * As of January 31, 2018.              Source: Scotiabank GBM.

Percentage of companies covered by
Scotiabank, Global Banking and Markets Equity
Research within each rating category.

Percentage of companies within each rating
category for which Scotiabank, Global Banking
and Markets has undertaken an underwriting
liability or has provided advice for a fee within
the last 12 months.

For the purposes of the ratings distribution disclosure FINRA requires members who use a ratings system with terms different
than “buy,” “hold/neutral” and “sell,” to equate their own ratings into these categories. Our Focus Stock, Sector Outperform,
Sector Perform, and Sector Underperform ratings are based on the criteria above, but for this purpose could be equated to
strong buy, buy, neutral and sell ratings, respectively.
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General Disclosures

This report has been prepared by analysts who are employed by the Research Department of Scotiabank, Global Banking and Markets.
Scotiabank, Global Banking and Markets Research produces research reports under a single marketing identity referred to as “globally
branded research” under U.S. rules. This research is produced on a single global research platform with one set of rules which meet
the most stringent standards set by regulators in the various jurisdictions in which the research reports are produced. In addition, the
analysts who produce the research reports, regardless of location, are subject to one set of policies designed to meet the most stringent
rules established by regulators in the various jurisdictions where the research reports are produced.

The frequency of reports is determined by the analyst on a case-by-case basis, driven by external market factors and issuer
announcements. Analysts will endeavour to review and publish such estimates and recommendations as soon as possible after the
release of material information by the issuer or the occurrence of other relevant events. This will typically involve, at a minimum, a
summary of quarterly earnings releases.

Scotia Capital Inc. ("SCI"), as principal, and Alberta Investment Management Corporation ("AIMCo"), on behalf of certain of its clients,
have each agreed to sell 2,750,000 common shares ("Common Shares") of TMX Group Limited ("TMX") representing an aggregate
of approximately 9.9% of the issued and outstanding Common Shares of TMX as of October 2, 2017. The Common Shares are being
sold by SCI and AIMCo by way of a trade carried out under exemptive relief from certain provisions of the Universal Market Integrity
Rules granted by the Investment Industry Regulatory Organization of Canada at a gross price of $67.00 per Common Share. After
giving effect to the trade, SCI and AIMCo will each hold less than 5% of the issued and outstanding Common Shares of TMX and will
no longer be entitled to appoint nominees to the board of directors of TMX.

This report is provided to you for informational purposes only. This report is not, and is not to be construed as, an offer to sell or
solicitation of an offer to buy any securities and/or commodity futures contracts.

If you are affected by MiFID II, you must advise us in writing at trade.supervision@scotiabank.com

Past performance or simulated past performance is not a reliable indicator of future results. Forecasts are not a reliable indicator of
future performance.

The securities mentioned in this report may neither be suitable for all investors nor eligible for sale in some jurisdictions where the
report is distributed.

The information and opinions contained herein have been compiled or arrived at from sources believed reliable, however, Scotiabank,
Global Banking and Markets makes no representation or warranty, express or implied, as to their accuracy or completeness.

Scotiabank, Global Banking and Markets has policies designed to make best efforts to ensure that the information contained in this
report is current as of the date of this report, unless otherwise specified.

Any prices that are stated in this report are for informational purposes only. Scotiabank, Global Banking and Markets makes no
representation that any transaction may be or could have been effected at those prices.

Any opinions expressed herein are those of the author(s) and are subject to change without notice and may differ or be contrary from
the opinions expressed by other departments of Scotiabank, Global Banking and Markets or any of its affiliates.

Neither Scotiabank, Global Banking and Markets nor its affiliates accepts any liability whatsoever for any direct or consequential loss
arising from any use of this report or its contents.

Equity research reports published by Scotiabank, Global Banking and Markets are available electronically via: Bloomberg, Thomson
Financial/First Call - Research Direct, Reuters, Capital IQ, and FactSet. Institutional clients with questions regarding distribution of
equity research or who wish to access the proprietary model used to produce this report should contact Scotiabank at 1-800-208-7666.
A list of all investment recommendations in any financial instrument or issuer that have been disseminated during the preceding 12
months is available at the following location: gbm.scotiabank.com/disclosures

This report and all the information, opinions, and conclusions contained in it are protected by copyright. This report may not be
reproduced in whole or in part, or referred to in any manner whatsoever, nor may the information, opinions, and conclusions contained
in it be referred to without the prior express consent of Scotiabank, Global Banking and Markets.

Additional Disclosures

Canada: This report is distributed by Scotia Capital Inc., a subsidiary of The Bank of Nova Scotia.

Chile: This report is distributed by Scotia Corredora de Bolsa Chile S.A., a subsidiary of The Bank of Nova Scotia.

Colombia: This report is distributed in Colombia by Banco Colpatria Multibanca Colpatria S.A. as authorized by the Superintendencia
Financiera de Colombia to The Bank of Nova Scotia (“Scotiabank”) by Resolution 058 of 2014 and to Scotia Capital Inc. by Resolution
0226 of 2015. Said Resolutions authorize Scotiabank and Scotia Capital Inc. to promote and advertise their products and services
through Banco Colpatria Multibanca Colpatria S.A. This report is prepared by analysts employed by The Bank of Nova Scotia and
certain of its affiliates including Scotia Capital Inc.
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Hong Kong: This report is distributed by The Bank of Nova Scotia Hong Kong Branch, which is authorized by the Securities and Future
Commission to conduct Type 1, Type 4 and Type 6 regulated activities and regulated by the Hong Kong Monetary Authority.

Japan: This report is provided simply as advice and investment decisions shall be made at each investor’s own risk. Scotia Securities
Asia Limited and any of its affiliates shall not provide compensation for any loss incurred by the reader.

Mexico: The information contained in this report is for informational purposes only and is not intended to influence the decision of the
addressee in any way whatsoever with respect to an investment in a certain type of security, financial instrument, commodity, futures
contract, issuer, or market, and is not to be construed as an offer to sell or a solicitation of an offer to buy any securities or commodities
futures contracts. Scotiabank Inverlat Casa de Bolsa, S.A. de C.V. is not responsible for the outcome of any investment performed
based on the contents of this research report.

Peru: This report is distributed by Scotia Sociedad Agente de Bolsa S.A., a subsidiary of The Bank of Nova Scotia.

Singapore: For investors in the Republic of Singapore, this document is provided via an arrangement with BNS Asia Limited pursuant to
Regulation 32C of the Financial Advisers Regulations. The material contained in this document is intended solely for accredited, expert
or institutional investors, as defined under the Securities and Futures Act (Chapter 289 of Singapore). If there are any matters arising
from, or in connection with this material, please contact BNS Asia, located at 1 Raffles Quay, #20-01 North Tower, One Raffles Quay,
Singapore 048583, telephone: +65 6305 8388. This document is intended for general circulation only and any recommendation that
may be contained in this document concerning an investment product does not take into account the specific investment objectives,
financial situation, or particular needs of any particular person, and advice should be sought from a financial adviser based in Singapore
regarding the suitability of the investment product, taking into account the specific investment objectives, financial situation, or particular
needs of any person in receipt of the recommendation, before the person makes a commitment to purchase the investment product.

United Kingdom and the rest of the European Economic Area: Except as otherwise specified herein, this report is distributed by
Scotiabank Europe plc, a subsidiary of The Bank of Nova Scotia. Scotiabank Europe plc complies with all requirements under the EU
Market Abuse Regulation concerning investment recommendations.

United States: This report is distributed by Scotia Capital (USA) Inc., a subsidiary of Scotia Capital Inc., and a registered U.S. broker-
dealer. All transactions by a U.S. investor of securities mentioned in this report must be effected through Scotia Capital (USA) Inc.

Non-U.S. investors wishing to effect a transaction in the securities discussed in this report should contact a Scotiabank, Global Banking
and Markets entity in their local jurisdiction unless governing law permits otherwise.

™ Trademark of The Bank of Nova Scotia. Used under license, where applicable. Scotiabank, together with "Global Banking and
Markets," is a marketing name for the global corporate and investment banking and capital markets businesses of The Bank of
Nova Scotia and certain of its affiliates in the countries where they operate, including Scotia Capital Inc., Scotia Capital (USA) Inc.,
Scotiabanc Inc., Citadel Hill Advisors L.L.C., The Bank of Nova Scotia Trust Company of New York, Scotiabank Europe plc, Scotiabank
(Ireland) Designated Activity Company, Scotiabank Inverlat S.A., Institución de Banca Múltiple, Scotia Inverlat Casa de Bolsa S.A. de
C.V., Scotia Inverlat Derivados S.A. de C.V. – all members of the Scotiabank Group and authorized users of the mark. The Bank of
Nova Scotia is incorporated in Canada with limited liability. Scotia Capital Inc. is a member of the Canadian Investor Protection Fund
and regulated by the Investment Industry Regulatory Organization of Canada. Scotia Capital (USA) Inc. is a broker-dealer registered
with the SEC and is a member of FINRA, NYSE, NFA and SIPC. Scotiabank Europe plc is authorized by the Prudential Regulation
Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. Scotiabank Inverlat, S.A., Scotia
Inverlat Casa de Bolsa, S.A. de C.V., and Scotia Derivados, S.A. de C.V., are each authorized and regulated by the Mexican financial
authorities.

© The Bank of Nova Scotia 2018

This report and all the information, opinions, and conclusions contained in it are protected by copyright. This report may not be
reproduced in whole or in part, or referred to in any manner whatsoever, nor may the information, opinions, and conclusions contained
in it be referred to without prior express consent.
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Action Note
Equity Research February 21, 2018

Please see the final pages of this document for important disclosure information.

Event
Alio Gold reported Q4/17 financial results; production was previously released.

Impact: SLIGHTLY NEGATIVE
Q4 was a relatively weak quarter, which was not a surprise as the company had
previously announced pre-stripping, ramp-up delays at San Francisco in late 2017,
which decreased the Q4 production. Incorporating the results, and slightly higher
cost estimates, our NAV declines to C$7.02/share from C$7.47/share previously.
■ Adjusted EPS of -$0.02 was below our estimate of $0.03 and consensus of $0.01,

largely due to higher-than-expected operating and overhead costs. CFPS (pre-
working capital) of $0.02/sh was below our estimate of $0.06/sh, reflecting the
higher-than-expected costs.

■ Operating Costs were higher-than-expected, with total cash costs of $1,041/oz
higher than our estimate of $932/oz. The increase was largely due to higher cost
per tonne mined (more waste was mined during Q4) and the ramp-up delays.

■ Balance sheet; financing upon completion of DFS: Net cash decreased to
$51.6mm from $68.5mm previously. Management reiterated that a potential debt
financing for ~$90-$100mm is expected to be arranged in order to fund Ana Paula.
The company is reviewing proposals for the financing, which is expected to be
arranged in conjunction with the completion of a Definitive Feasibility Study (DFS).

■ Underground contemplated for Ana Paula: The DFS has been planned for
completion in Q2 2018, however, Alio is currently evaluating a change in scope
of the DFS which would include an underground mine component. Management
plans to construct an underground decline into the known extension of the high-
grade breccia extension which is below the proposed open pit. The decline
is expected to reach the area during Q3/18, after which drilling and more
development work will take place.

TD Investment Conclusion
We are maintaining our BUY recommendation but lowering our target price to
C$9.00 from C$10.50 previously on our lower NAV and slightly lower multiples.
With the optionality of the producing San Francisco mine and the new management's
focus on surfacing value for Ana Paula, which has favourable economics, we
continue to believe that there is value to be surfaced. We continue to view the
company as a potential acquisition target.
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ALO-T: Price Company Profile
Alio Gold Corp.(ALO-T, ALO-N) is a Vancouver-
based junior gold producer focused on
the production, development, exploration, and
acquisition of mineral properties in Mexico. The
company's primary asset is the San Francisco
mine, an open-pit heap leach operation, in Sonora
Mexico.

Gold and Precious Minerals - Mid-and Small-Cap Golds

Alio Gold Inc.
(ALO-T, ALO-N) C$3.56 | US$2.94

2018 Focus will be on Ana Paula

Steven Green, CFA
416 307 6304
steven.green@tdsecurities.com

Mengdi Li, CPA, CA (Associate)
416 308 3741
mengdi.li@tdsecurities.com

Recommendation: BUY

Risk: HIGH

12-Month Target Price: C$9.00â
Prior: C$10.50 

12-Month Dividend (Est.): C$0.00

12-Month Total Return: 152.8%

Market Data (C$)
Current Price C$3.56 
52-Week Range $3.54 - $7.99
Mkt Cap (f.d.) ($mm) $163.0
Mkt Cap (basic) ($mm) $159.1
EV ($mm) $97.7
Current Dividend $0.00
Dividend Yield 0.0%
Avg. Daily Trading Vol. 212,541

Financial Data (C$)
Fiscal Y-E December
Shares O/S (f.d)(mm) 45.8
Shares O/S (basic) (mm) 44.7
Float Shares (mm) 44.7
Net Debt ($mm) $(65.3)
NAVPS $7.02

Estimates (US$)
Year 2016A 2017A 2018E 2019E
EBITDA ($mm) 40.7 26.7 37.0 53.5
EBITDA ($mm) (old) – 29.0 – –
EPS (f.d.) 0.06 0.38 0.35 0.41
EPS (f.d.) (old) – 0.43 0.36 0.42
CFPS (f.d) 0.13 0.65 0.72 1.04
CFPS (f.d) (old) – 0.69 0.74 1.07

EPS (f.d.) Quarterly Estimates (US$)
Year 2016A 2017A 2018E 2019E
Q1 0.01 0.21 0.05 –
Q2 0.02 0.10 0.10 –
Q3 0.02 0.10 0.10 –
Q4 0.01 (0.02) 0.10 –

Valuations
Year 2016A 2017A 2018E 2019E
P/E (f.d.) 47.4x 7.5x 8.1x 6.9x
P/CFPS (f.d) 21.9x 4.4x 3.9x 2.7x

All figures in US$, unless otherwise specified
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Details 

 Free cash flow (defined as OCF pre-working capital changes less total capex) was 
negative $16.2mm, reflecting capex of $17.3mm spent during Q4/17 at San 
Francisco ($9.2mm) and Ana Paula ($8.1mm).  

 AISC for Q4/17 was $1,357/oz sold and was $1,034/oz sold for the full year. 

 

 

Exhibit 1: Quarterly Operating Summary 

 

 
 
Source: Company reports, TD Securities Inc. 

 

 

Exhibit 2: Historical Operating Results 

 
Source: Company reports, TD Securities Inc. 

 
 
 

Exhibit 3: Changes to Our Estimates 

 

 
 

Source: TD Securities Inc. 

 

Q4 16 Q1 17 Q2 17 Q3 17 Q4 17 Q4 17 Difference (%)

Gold Production Actual Actual Actual Actual Actual TDSI Est. TD Est. QoQ YoY

Total Production (San Francisco) - (ozs) 25,287   26,048   22,011   19,429   16,070   16,070   0% -17% -23%

Total Cash Operating Costs
1
 - (US$/oz) 716        735        740        886        1,041     932        12% 17% 24%

1 
By-product basis.
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Production Total Cash Costs

               Gold Production (000 oz) Total Net Cash Costs (US$/oz)

2018E 2019E 2018E 2019E

New 96.0 111.1 $823 $735

Old 96.5 111.1 $825 $735

EPS (US$/sh) CFPS (US$/sh) NAVPS

2018E 2019E 2018E 2019E (C$/sh)

New $0.35 $0.41 $0.72 $1.04 $7.02

Old $0.36 $0.42 $0.74 $1.07 $7.47
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Valuation 

Alio is currently trading at 0.51x NAV and at 1.4x 2019E EBITDA, well below the 
junior/mid-cap producer group average of 0.89x NAV and 5.2x 2019E EBITDA. With the 
San Francisco mine slated to continue production and given the optionality in its 
development projects, we believe that the stock has a take-out potential closer to the 
average valuation of the peer group. 
 
 
 

Exhibit 4: Gold Producers — P/NAV 

 
Source: TD Securities Inc. 

 

 
 
 

Exhibit 5: Peer Valuation Summary 

 

 
 

Source: TD Securities Inc. 
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P/E P/CF  EV/EBITDA  

Company P/NAV 2018E 2019E 2018E 2019E 2018E 2019E

B2Gold Corp. 1.57 12.5 12.9 5.7 5.8 5.8 6.1

Yamana Gold Inc. 1.07 50.8 30.5 4.5 4.0 6.8 6.1

Alamos Gold Inc. 0.84 29.9 21.0 9.7 8.5 8.1 6.9

Eldorado Gold Corp. 0.49 63.9 48.0 6.1 6.0 5.5 5.4

Detour Gold Corp. 0.70 13.1 22.1 5.5 6.4 6.0 7.0

IAMGOLD Corp. 1.00 69.1 67.8 7.5 6.8 6.2 5.5

Kirkland Lake Gold Ltd. 1.25 14.6 15.0 8.0 7.4 7.1 6.5

New Gold Inc. 0.76 18.6 13.7 4.3 3.7 5.3 4.5

Centerra Gold Inc. 0.66 10.4 5.7 4.0 2.9 3.1 2.3

Torex Gold Resources Inc. 1.00 102.8 12.3 5.2 3.7 7.3 4.3

SEMAFO Inc. 0.85 32.9 12.6 6.3 4.1 5.0 3.1

Guyana Goldfields Inc. 0.90 35.6 88.8 8.0 9.3 7.9 9.0

Alio Gold Corp. 0.51 8.1 6.9 3.9 2.7 2.1 1.4

Average: 0.89 35.6 27.5 6.1 5.5 5.9 5.2
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Justification of Target Price 

Our target price is based on a 1.1x NAV multiple (1.2x previously) on mining assets, 
weighted 60%, and a 6x multiple (7x previously) to our 2019E EBITDA estimate, 
weighted 40%. The updated multiples reflect the increased risk of geopolitical instability 
in the Guerrero region of Mexico, where the Ana Paula project is located. We value Alio 
at the lower-end of the junior/intermediate producers’ target multiple ranges of 1.1x–
1.7x NAV and 6x–11.0x EBITDA, balancing the company’s relatively high operating cost 
structure against what we view as a relatively safe operating jurisdiction for the San 
Francisco mine and favourable economics of Ana Paula project. 

 

Key Risks to Target Price 

Our recommendation is subject to political, technical, forecast, and financial risks. 
These risks include, but are not limited to: risks related to gold and fuel prices; the 
governing fiscal and legislative regimes; the timing of key developments; market 
conditions; capital and operating costs; foreign exchange rates; resources; operating 
parameters; permitting; environmental concerns; indigenous people; and both staffing 
and retention of key personnel. The company has financing risk, with development 
projects in the pipeline and insufficient resources to develop them. There are also 
elevated political and social risks in the Guerrero region of Mexico which has impacted 
other mining operations in the area. 
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Exhibit 6: Alio Gold Snapshot 

 

Symbol TSX:ALO Target Price (C$): $9.00

Share Price (C$) $3.56 Return: 153%

Market Cap (C$mm) $163 Reserves (mm ozs Au) 0.57

Stock Rating: BUY Total Resources (mm ozs Au) 1.04

Ratio Analysis 2014A 2015A 2016A 2017A 2018E 2014A 2015A 2016A 2017A 2018E

Net Income (US$mm) 14 (7) 20 15 16

EPS (f.d.) (US$/sh) 0.08 (0.03) 0.06 0.38 0.35 S/O (mm) 162.0 248.6 324.2 39.9 45.8

Operating CF bf. ch. in WC (US$mm) 31 55 39 16 33 Average Gold price (US$/oz) $1,267 $1,171 $1,248 $1,258 $1,300

CFPS bf. ch. in WC (US$/sh) 0.26 0.02 0.13 0.65 0.72 Total Cash costs (US$/oz) $790 $1,017 $734 $831 $823

All-in cash costs1 (US$/oz) $1,163 $1,415 $937 $1,065 $1,044

Mine Production

Gold - San Francisco (000 ozs) 120 93 100 84 96

Total Gold (000 ozs) 120 93 100 84 96

Income Statement Items (US$mm)

Total revenue 154 109 124 105 126 Quarterly Mine Production Q1 17A Q2 17A Q3 17A Q4 17A

Operating costs 98 96 75 70 80 Total Gold (000 ozs) 26 22 19 16

Exploration - - - - - Total Cash costs (US$/oz) $735 $740 $886 $1,041

SG&A 14 11 8 9 8 All-in cash costs1 (US$/oz) $867 $964 $1,104 $1,357

Depreciation 19 17 14 5 12

Interest expense 2 1 3 (1) - Operating Profit (US$mm) 2014A 2015A 2016A 2017A 2018E

Other - - 1 - 1 San Francisco 29 (2) 27 22 24

EBITDA 43 3 41 27 37

EBIT 24 (13) 26 22 25

EBT 20 (241) 36 21 25

Taxes 11 (50) 4 9 9 Additional Ratio Analysis 2014A 2015A 2016A 2017A 2018E

Effective tax rate 54% 35% 35% 35% 35% Net interest coverage (x) 12.7 na 8.9 na na

Earnings bf. minority interests 9 (190) 32 12 16 Profit margin 37% 13% 40% 34% 36%

Minority interest - - - - - ROE 6% -5% 17% 9% 8%

Reported net earnings 9 (190) 32 12 16 ROA 4% -5% 12% 7% 7%

Adjusted net earnings 14 (7) 20 15 16 Net Debt/Equity na na na na na

Reported EPS (US$/sh) 0.06 (0.77) 0.10 0.32 0.35 Book Value (US$/sh) 1.32 0.39 0.44 4.93 4.63

Adjusted EPS (US$/sh) 0.08 (0.03) 0.06 0.38 0.35 Free cash flow (US$/sh) (0.02) (0.08) 0.05 (0.63) (0.81)

Cash Flow Statement Items (US$mm)

Net earnings 9 (190) 32 12 16 Production Profile

DD&A 19 17 14 5 12

Deferred taxes - - - (4) 2

Minority interest - - - - -

Other 3 229 (7) 3 2

Operating CF bf. ch. in WC 31 55 39 16 33

CF from operating activities 33 13 34 13 33

CF from financing activities 19 4 1 40 -

CAPEX (36) (32) (19) (38) (70)

CF from investing activities (47) (32) (12) (56) (70)

Net change in cash 4 (15) 22 (2) (37)

CFPS bf. ch. in WC (US$/sh) 0.26 0.02 0.13 0.65 0.72

Balance Sheet Items (US$mm)

Cash 27 11 34 52 14 NAV Analysis

Current assets (incl. cash) 90 32 57 87 41 Asset NAV (US$ mm) NAV/Sh (C$)

Property, plant & equipment 216 121 114 149 207 San Francisco 100% $118.5 $3.32

Total assets 312 153 171 236 248 Caballo Blanco 100% $0.0 $0.00

Short-term debt 11 10 - - - Ana Paula 100% $107.5 $3.01

Current liabilities 38 46 19 25 21 Exploration Properties var $0.0 $0.00

Long-term debt - - - - - Working Capital and ITM Options 100% $62.8 $1.76

Total liabilities 98 56 28 39 36 Debt 100% $0.0 $0.00

Minority interest - - - 1 - SG&A 100% ($34.0) ($0.95)

Shareholder's equity 214 96 143 197 212 Asset Retirement Obligation 100% ($4.1) ($0.11)

Working capital 52 (14) 38 62 20 Total NAV $250.8 $7.02

1 All-in cash costs include operating costs, G&A, sustaining capex, exploration costs and other.

Source: Company reports, TD Securities.

Steven Green, CFA (416) 307-6304 steven.green@tdsecurities.com

Company Profile:

Alio Gold is a junior gold producer with a single operating asset, San Francisco in Mexico and a number of exploration properties in Mexico.
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TD Securities Equity Research Disclosures

Distribution of Research Ratings^

BUY - 60.2%

HOLD - 38.9%

REDUCE - 0.9%

Investment Services Provided*
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0.45%
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Definition of Research Ratings

ACTION LIST BUY: The stock's total return is expected to exceed a minimum of 15% (with higher thresholds for less liquid, more risky securities) over the next 12 months and it is a
top pick in the Analyst's sector.
BUY: The stock's total return is expected to exceed a minimum of 10% (with higher thresholds for less liquid, more risky securities) over the next 12 months.
SPECULATIVE BUY: The stock's total return is expected to exceed a minimum of 30% over the next 12 months (with higher thresholds for less liquid securities); however, there is material
event risk associated with the investment that could result in a significant loss.
HOLD: The stock's total return is expected to be between 0% and 10%, (with higher thresholds for less liquid, more risky securities) over the next 12 months.
TENDER: Investors are advised to tender their shares to a specific offer for the company's securities or to support a proposed combination reflecting our view that a superior offer
is not forthcoming.
REDUCE: The stock's total return is expected to be negative over the next 12 months.
UNDER REVIEW: Our rating is under review pending additional information and/or analysis. The prior rating should not be relied on.

Overall Risk Rating in order of increasing risk: Low (7.0% of coverage universe), Medium (38.0%), High (45.6%), Speculative (9.4%)

Research Dissemination Policy
TD Securities makes its research products available in electronic and/or printed formats and as soon as practicable distributes them to its institutional clients who are entitled to receive
them. The Action Notes are distributed by email, and are available in PDFform on Thomson Reuters, Bloomberg, S&P Capital IQ and FactSet. Research Reports are distributed by email;
they are also printed and distributed by courier to our entitled clients. PDFs of Reports are available on Thomson Reuters, Bloomberg, S&P Capital IQ and FactSet. All research is available
by password to entitled institutional clients at https://www.tdsresearch.com/equities

Analyst Certification
Each analyst of TD Securities Inc. whose name appears on page 1 of this research report hereby certifies that (i) the recommendations and opinions expressed in the research report
accurately reflect the research analyst's personal views about any and all of the securities or issuers discussed herein that are within the analyst’s coverage universe and (ii) no part
of the research analyst's compensation was, is, or will be, directly or indirectly, related to the provision of specific recommendations or views expressed by the research analyst in
the research report.

Disclaimer
This material is for general informational purposes only and is not investment advice nor does it constitute an offer, recommendation or solicitation to buy or sell a particular financial
instrument. It does not have regard to the specific investment objectives, financial situation, risk profile or the particular needs of any specific person who may receive this material. No
representation is made that the information contained herein is accurate in all material respects, complete or up to date, nor that it has been independently verified by TD Securities.
Recipients of this analysis or report are to contact the representative in their local jurisdiction with regards to any matters or questions arising from, or in connection with, the analysis
or report.

Historic information regarding performance is not indicative of future results and investors should understand that statements regarding future prospects may not be realized. All
investments entail risk, including potential loss of principal invested. Performance analysis is based on certain assumptions, the results of which may vary significantly depending on the
modelling inputs assumed. This material, including all opinions, estimates and other information, constitute TD Securities’ judgment as of the date hereof and is subject to change without
notice. The price, value of and income from any of the securities mentioned in this material can fall as well as rise. Any market valuations contained herein are indicative values as of the
time and date indicated. Such market valuations are believed to be reliable, but TD Securities does not warrant their completeness or accuracy. Different prices and/or valuations may
be available elsewhere and TD Securities suggests that valuations from other sources be obtained for comparison purposes. Any price or valuation constitutes TD Securities’ judgment
and is subject to change without notice. Actual quotations could differ subject to market conditions and other factors.

TD Securities disclaims any and all liability relating to the information herein, including without limitation any express or implied representations or warranties for, statements contained
in, and omissions from, the information. TD Securities is not liable for any errors or omissions in such information or for any loss or damage suffered, directly or indirectly, from the use
of this information. TD Securities may have effected or may effect transactions for its own account in the securities described herein. No proposed customer or counterparty relationship
is intended or implied between TD Securities and a recipient of this document.

TD Securities makes no representation as to any tax, accounting, legal or regulatory issues. Investors should seek their own legal, financial and tax advice regarding the appropriateness
of investing in any securities or pursuing any strategies discussed herein. Investors should also carefully consider any risks involved. Any transaction entered into is in reliance only
upon the investor’s judgment as to financial, suitability and risk criteria. TD Securities does not hold itself out to be an advisor in these circumstances, nor do any of its representatives
have the authority to do so.
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The information contained herein is not intended for distribution to, or use by, any person in any jurisdiction where such distribution or use would be contrary to applicable law or
regulation or which would subject TD Securities to additional licensing or registration requirements. It may not be copied, reproduced, posted, transmitted or redistributed in any form
without the prior written consent of TD Securities.

If you would like to unsubscribe from our email distribution lists at any time, please contact your TD Securities Sales Contact. If you are located in Europe, Asia, Australia or New Zealand
you may also unsubscribe by emailing us at Privacy.EAP@tdsecurities.com.

You can access our Privacy Policy here (http://www.tdsecurities.com/tds/content/AU_PrivacyPage?language=en_CA&language=en_CA).

Australia: If you receive this document and you are domiciled in Australia, please note that this report is intended to be issued for general information purposes only and distributed
through the Toronto Dominion Australia Limited (“TDAL”). TDAL does not hold itself out to be providing financial advice in these circumstances. TD Securities is a trademark and
represents certain investment dealing and advisory activities of Toronto-Dominion Bank and its subsidiaries, including TDAL. The Toronto-Dominion Bank is not an authorized deposit-
taking or financial services institution in Australia. TDAL is a holder of an Australian Financial Services License (404698) and is regulated by the Australian Securities and Investments
Commission.

Canada: Canadian clients wishing to effect transactions in any security discussed herein should do so through a qualified salesperson of TD Securities or TD Securities Inc. TD Securities
Inc. is a member of the Canadian Investor Protection Fund.

Hong Kong SAR (China): This document, which is intended to be issued in Hong Kong SAR (China) (“Hong Kong”) only to Professional Investors within the meaning of the Securities
and Futures Ordinance (the "SFO") and the Securities and Futures (Professional Investor) Rules made under the SFO, has been distributed through Toronto-Dominion Bank, Hong Kong
Branch, which is regulated by the Hong Kong Monetary Authority.

China, India and South Korea: Insofar as the document is received by any persons in the People's Republic of China (“PRC”), India and South Korea, it is intended only to be issued to
persons who have the relevant qualifications to engage in the investment activity mentioned in this document. The recipient is responsible for obtaining all relevant government regulatory
approvals/licenses themselves, and represents and warrants to TD Bank that the recipient's investments in those securities do not violate any law or regulation, including, but not limited
to, any relevant foreign exchange regulations and/or overseas investment regulations. The Toronto-Dominion Bank has a representative office in Shanghai, Mumbai and Seoul which
should be contacted for any general enquiry related to The Toronto-Dominion Bank or its business. However, neither any of the Toronto-Dominion Bank offshore branches/subsidiaries
nor its representative offices are permitted to conduct business within the borders of the PRC, India and South Korea. In locations in Asia where the Bank does not hold licenses to
conduct business in financial services, it is not our intention to, and the information contained in this document should not be construed as, conducting any regulated financial activity,
including dealing in, or the provision of advice in relation to, any regulated instrument or product. This publication is for general information only, without addressing any particular
needs of any individual or entity, and should not be relied upon without obtaining specific advice in the context of specific circumstances.

For Japanese residents, please note that if you have received this document from Toronto-Dominion Bank entities based outside Japan, it is being provided to qualified financial
institutions (“QFI”) only under a relevant exemption to the Financial Instruments and Exchange Act.

If you have received this document from TD Securities (Japan) Co., Ltd., it is being provided only to institutional investors. TD Securities (Japan) Co., Ltd. is regulated by the Financial
Services Agency of Japan and is distributing this document in Japan as a Type 1 Financial Instruments Business Operator registered with the Kanto Local Finance Bureau under
registration number, Kinsho 2992, and a member of Japan Securities Dealers Association.

New Zealand: The Toronto-Dominion Bank is not a “registered bank” in New Zealand under the Reserve Bank Act 1989.

Singapore: This report is distributed in Singapore by The Toronto-Dominion Bank, Singapore Branch, and recipients in Singapore of this report are to contact The Toronto-Dominion
Bank, Singapore Branch in respect of any matters arising from, or in connection with, this report. The Toronto-Dominion Bank, Singapore Branch is regulated by the Monetary Authority
of Singapore. Where this report is issued or promulgated in Singapore, it is only intended for distribution to a person who is an accredited investor, expert investor or institutional investor
as defined in the Securities and Futures Act (Cap. 289) or the Securities and Futures (Prescribed Specific Classes of Investors) Regulations 2005 issued by the Monetary Authority of
Singapore.

United Kingdom and Europe: This document is prepared, issued or approved for issuance in the UK and Europe by TD Securities Limited in respect of investment business as agent
and introducer for TD Bank. The Toronto-Dominion Bank is authorised by the Prudential Regulation Authority and subject to regulation by the Financial Conduct Authority and limited
regulation by the Prudential Regulation Authority. TD Securities Limited is authorised and regulated by the Financial Conduct Authority. Insofar as the document is issued in or to the
United Kingdom or Europe, it is intended only to be issued to persons who (i) are persons falling within Article 19(5) ("Investment professional") of the Financial Services and Markets Act
2000 (Financial Promotion) Order 2005 (as amended, the "Financial Promotion Order"), (ii) are persons falling within Article 49(2)(a) to (d) ("High net worth companies, unincorporated
associations, etc.") of the Financial Promotion Order, or (iii) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the
Financial Services and Markets Act 2000) in connection with the issue or sale of any securities may otherwise lawfully be communicated or caused to be communicated. European clients
wishing to effect transactions in any security discussed herein should do so through a qualified salesperson of TD Securities Limited. Insofar as the information in this report is issued
in the U.K. and Europe, it has been issued with the prior approval of TD Securities Limited.

United States: U.S. clients wishing to effect transactions in any security discussed herein must do so through a registered representative of TD Securities (USA) LLC.

TD Securities is a trademark of TD Bank and represents TD Securities Inc., TD Securities (USA) LLC and TD Securities Limited and certain investment and corporate banking activities
of TD Bank and its subsidiaries.

© Copyright 2018 The Toronto-Dominion Bank. All rights reserved.

Full disclosures for all companies covered by TD Securities can be viewed at https://www.tdsresearch.com/equities/welcome.important.disclosure.action
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