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Return 17%  
Overall Risk Rating High  

Improvements at Bisha Drive Q1/18 Results  
 

Company Profile 
Website – www.nevsun.com  
CEO – Peter Kukielski 
Nevsun Resources Ltd. is an intermediate 
base metals producer domiciled on the 
Toronto Stock Exchange (TSX). The Company 
operates the 60% owned Bisha mine in 
Eritrea, and is advancing its Timok project in 
Serbia, where it owns 100% of the Upper 
orebody, with an indicated resource of 1.7 Mt 
grading 13.5% copper and 10.4 g/t gold, and 
an inferred resource of 35 Mt grading 2.9% 
copper and 1.7g/t gold. Nevsun will also own 
46% of the much larger and lower grade 
Lower Timok orebody. 

Event  Nevsun reported Q1/18 financial results. 

Impact – Positive Q1/18 financial results showed strong QoQ improvement as a 
result of progress at Bisha.  

 Financial results improved. Nevsun reported a Q1/18 EPS loss of ($0.01) and CFPS 
of $0.11, in line with our estimates of $0.01 for EPS and $0.11 for CFPS, and with 
consensus estimates of $0.02 and $0.11. In Q4/17, Nevsun reported an EPS loss of 
($0.01) and a CFPS loss of ($0.02). Revenues were up QoQ (+32%) on increased zinc 
concentrate sales (+20%) and copper concentrate sales (+117%) resulting in 
healthy operating income ($23M), EBITDA ($32M), and cash flow ($33M). In Q4/17, 
those measures were insignificant, or in the case of cash flow, negative. 

 Balance sheet bolstered. Cash increased to $150M from $125M in Q4/17, 
primarily the result of operating cash flow of $36.2M, which was offset by $8.5M 
net cash invested. Debt remained nil. 

 Higher zinc and copper production. Zinc production increased 30% QoQ to 71.6M 
lbs, and benefited from a 17% improvement in recovery to 81%. Copper production 
increased 117% QoQ to 8.9M lbs, and benefited from a 98% improvement in 
recovery to 62%. Q1/18 C1 cash cost with copper on a co-product basis was 
$0.79/lb Zn sold (vs. $1.23/lb Zn in Q4/17). 

 New Bisha mining plan paying off. In Q1/18, ore production and waste movement 
in the mine performed well, reflecting the deployment of new heavy mining 
equipment (HME), and the implementation of a plan for in-pit waste dumping with 
favorable impacts on hauling distance. As a result, the strip ratio decreased to 7.1 
from 13.8 in Q4/17. The availability of run-of-mine ore, and the impact of using the 
depressant Sodium Meta BiSulfate in the copper flotation circuit has improved 
copper vs. zinc selectivity, and recoveries.  

Adjusting our estimates We have adjusted our 2018 EPS to $0.01/sh from $0.03/sh, 
our CFPS remains at $0.43/sh, to reflect our model update after Q1/18 results.  

Catalysts | 1) Timok decline construction start in Q2/18; 2) Initial resource for Timok 
Lower Zone in Q3/18; 3) Feasibility study for Timok in H1/19; 4) Ongoing exploration 
drilling results at Timok, including Timok East. 

Valuation and Recommendation We maintain our BUY rating and C$4.00 target 
price on the strength of the Timok project. However, the improvement at Bisha will 
help with cash flow, and there is growing potential to extend the mine life beyond the 
current 4-year mine plan. In addition, our confidence in management’s execution has 
also been re-affirmed. Our target price is based on a sum of parts valuation to give 
credit to Bisha as well as Timok, and is calculated on the basis of 50% of our 2018 EV/CF 
of C$1.59/sh, and 50% of our C$6.41/sh for corporate NAV. The stock trades at P/NAV 
of 0.53x, compared to peers at 0.68x.  

 
Company Data 
52-Week High/Low C$3.57/C$2.49 
YTD Performance 12% 
Dividend Yield - 
Shares O/S 302.3M (basic)/ 
 309.9M (F/D) 
Market Capitalization $805M 
Cash $150M 
Debt $0M 
Working Capital $188M 
Enterprise Value $811M 
Daily Volume 813,100 
YE 2018 (est.) Cash Balance $158M 
Currency US$ unless noted 
  

Haywood Estimates 
  2018E 2019E 
Revenue US$M 393 373 
EBITDA US$M 129 172 
EPS US$ 0.01 0.07 
CFPS US$ 0.43 0.50 
FCFPS US$ 0.24 0.18 

Price Performance 

 
Source: Capital IQ and Haywood Securities 

http://www.nevsun.com/
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First Quarter Financial and Operating Results 

Figure 1: Nevsun Resources Financial Results for Q1/18 and previous quarters  

 
Source: Company Reports, Haywood Securities (prior quarters not restated)  

Figure 2: Nevsun Resources Production Results for Q1/18 and previous quarters 

 
Source: Company Reports, Haywood Securities (prior quarters not restated) 

  

Q1/18A Q1/18E Var Q-Q Q4/17A Q3/17A Q2/17A Q1/17A

Realized Commodity Prices

Copper Price, US$/lb $3.16 $3.16  -  (3% ) $3.26 $2.99 $2.65 $2.65

Zinc Price, US$/lb $1.51 $1.55  (2% )  (2% ) $1.54 $1.44 $1.16 $1.28

Shares O/S, millions 302 302 0% 0% 302 302 302 302

Revenue, US$M $107 $95 13% 32% $81 $71 $66 $72

Operating Income, US$M $23 $24  (2% ) 56% $15 $12 ($65) $12

EBITDA, US$M $32 $32 3% 4098% $1 $20 $12 $20

Adjusted Earnings, US$M ($5) $2  -  - ($4) ($1) ($45) ($0)

Adjusted EPS, US$ ($0.01) $0.01  -  - ($0.01) ($0.00) ($0.15) ($0.00)

Operating Cash Flow, US$M $33 $32 4%  - ($7) $20 $13 $20

CFPS, US$ $0.11 $0.11 4%  - ($0.02) $0.07 $0.04 $0.07

Free Cash Flow, US$M $27 $14 90% 72% $16 $2 ($7) $5

FCFPS, US$ $0.09 $0.05 90% 72% $0.05 $0.01 ($0.02) $0.02

CAPEX, US$M $6 $18  (66% )  - ($23) $19 $20 $15

Current Cash, US$M $150 $124 21% 20% $125 $151 $171 $167

Working Capital, US$M $188 $162 16% 16% $162 $179 $172 $190

Total Debt, US$M $ - $ -  -  - $ - $ - $ - $ -

Q1/18A Q1/18E Var Q-Q Q4/17A Q3/17A Q2/17A Q1/17A

Ore Milled, tonnes millions 563 637  (12% ) 8% 520 524 590 599

Ore Milled, tonnes per operating day 1,564 1,768  (12% ) 8% 1,444 1,456 1,639 1,664

Strip Ratio 7.1 7.4  (4% )  (49% ) 13.8 10.8 5.7 4.8

Zinc Grade Milled, % 7.1% 4.8% 49% 3% 6.9% 6.8% 5.3% 5.9%

Copper Grade Milled, % 1.2% 0.9% 30%  - 1.2% 1.0% 0.8% 0.9%

Zinc Recovery, % 81% 80% 1% 17% 69% 74% 62% 67%

Copper Recovery, % 62% 49% 26% 98% 31% 33% 52% 34%

Payable Zinc Production, Mlb 71.6 50.6 41% 30% 55.1 57.8 43.0 51.9

Payable Copper Production, Mlb 8.9 5.6 58% 117% 4.1 4.0 5.7 4.2

Payable Zinc in Concentrate Sold, Mlb 53.4 50.6 5% 20% 44.6 43.4 34.3 52.9

Payable Copper in Concentrate Sold, Mlb 7.8 5.6 38% 117% 3.6 3.1 7.7 -

Total Zinc Cash Cost (Cu co-product), US$/lb sold $0.79 $0.86  (8% )  (36% ) $1.23 $0.84 $0.92 $0.89

Total Zinc Cash Cost (Cu by-product), US$/lb sold $0.58 $0.69  (15% )  (49% ) $1.13 $0.75 $0.68 $0.89

Total Copper Cash Cost (net of credits), US$/lb sold $1.56 $1.59  (2% )  (22% ) $2.01 $1.70 $1.59 -
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Financial Results 

 Positive financial results. Nevsun reported a Q4/17 EPS loss of ($0.01) and CFPS of $0.11, 
compared to our estimates of $0.01 for EPS and $0.11 for CFPS, and to consensus $0.02 and 
$0.11. In Q4/17, reported a EPS loss of ($0.01) and a CFPS loss of ($0.02). Revenues were up 
QoQ (+32%) on increased zinc concentrate sales (+20%) and copper concentrate sales 
(+117%).  

 Balance sheet remains strong. Cash increased to $150M from $125M in Q4/17, primarily the 
result of operating cash flow of $36.2M, which was offset by $8.5M net cash invested. Debt 
remained nil. 

Operating Results 

 Zinc Production ahead of expectations with lower costs. Zinc production was 71.6 Mlbs in 
Q1/18, which was up 30% QoQ and above our estimate of 50.6 Mlbs. Head grades were flat 
QoQ at 7.1% Zn (up from 6.9% Zn in Q4/17), and zinc recoveries increased (up from 69% to 
81% Zn recovery). Q1/18 C1 cash cost with copper on a co-product basis was $0.79/lb Zn sold 
(vs. Q4/17 at $1.23/lb Zn and our $0.86/lb Zn); and C1 cash cost with copper on a by-product 
basis was $0.58/lb Zn sold (vs. Q4/17 at $1.13/lb Zn and our $0.69/lb Zn). 

 Copper production increased on improved recoveries. Copper production also showed 
improvement at 8.9 Mlbs in Q1/18, which was up 117% QoQ and above our estimate of 5.6 
Mlbs. Head grades were flat QoQ at 1.2% Cu but copper recoveries increased significantly (up 
from 31% to 62% Cu recovery). The Company reported copper in concentrate sales of 7.8 Mlbs 
Cu (up 117% QoQ from 3.6 Mlbs Cu in Q4/17). Total copper cash cost (net of credits) were 
$1.56/lb Cu sold (vs. Q4/17 at $2.01/lb Cu and our $1.59/lb Cu). 

 New Bisha mining plan delivered... During Q1 2018, ore production and waste movement in 
the mine performed well, reflecting the deployment of new heavy mining equipment (HME), 
and the implementation of a plan for in-pit waste dumping with favorable impacts on hauling 
distance. Exceptions to the mine plan in 2017, which were required to alleviate processing 
difficulties associated with certain ore types, have now been largely corrected. This resulted 
in a decrease in the stripping ratio from 13.8 during Q4 2017 to 7.1 during Q1 2018, and has 
ensured that the mine was fed solely with primary ore feed through the entire quarter. 

 …And helped recoveries. The continued improvement in mining capability and the resulting 
increase in availability of run of mine (“ROM”) ore meant that no zinc-only stockpiles were 
processed in the quarter, which benefitted copper recoveries. Additionally, considerable 
progress was made in addressing metallurgical issues related to the recovery of copper from 
primary ore. A 31-day plant trial was completed to assess the impact of the depressant Sodium 
Meta BiSulfate (“SMBS”) on copper vs. zinc selectivity in the copper flotation circuit. The 
results of the trial indicated that the use of SMBS could significantly improve copper recovery 
and copper concentrate grade for primary ore. The upgrades on the plant, once completed in 
Q2/18, will allow for a more consistent application of the revised reagent scheme which is 
expected to improve both copper recovery and copper concentrate grades. 
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Figure 3: Haywood 2018 Financial Estimate Revisions for Nevsun Resources 

 
Source: Company Reports, Haywood Securities (prior quarters not restated) 

Figure 4: Haywood 2018 Production Estimate Revisions for Nevsun Resources 

 
Source: Company Reports, Haywood Securities (prior quarters not restated) 

 

 

 

New Old

2018E 2018E Var Q-Q 2017A

Realized Commodity Prices

Copper Price, US$/lb $3.10 $3.10  - 8% $2.88

Zinc Price, US$/lb $1.49 $1.50  (1% ) 10% $1.36

Shares O/S, millions 302 302  -  - 302

Revenue, US$M $393 $381 3% 36% $289

Operating Income, US$M $96 $97  (1% )  (474% ) ($26)

EBITDA, US$M $129 $128 1% 934% $13

Adjusted Earnings, US$M $2 $9  (75% )  (103% ) ($85)

Adjusted EPS, US$ $0.01 $0.03  (75%)  (103%) ($0.28)

Operating Cash Flow, US$M $131 $130 1% 614% $18

CFPS, US$ $0.43 $0.43 1% 613% $0.06

Free Cash Flow, US$M $72 $59 22%  (668% ) ($13)

FCFPS, US$ $0.24 $0.20 22%  (667%) ($0.04)

CAPEX, US$M $59 $70  (16% ) 88% $31

Current Cash, US$M $158 $132 20% 27% $125

Working Capital, US$M $196 $170 15% 21% $162

Total Debt, US$M $ - $ -  -  - $ -

New Old

2018E 2018E Var Y-Y 2017A

Ore Milled, tonnes millions 2,473 2,546  (3% ) 11% 2,233

Ore Milled, tonnes per operating day 6,869 7,074  (3% ) 11% 6,203

Strip Ratio 7.3 7.4  (1% )  (6% ) 7.8

Zinc Grade Milled, % 5.5% 5.0% 11%  (11% ) 6.2%

Copper Grade Milled, % 1.0% 0.9% 7% 2% 1.0%

Zinc Recovery, % 80% 80% 0% 18% 68%

Copper Recovery, % 52% 49% 7% 42% 37%

Payable Zinc Production, Mlb 232.7 211.7 10% 12% 207.8

Payable Copper Production, Mlb 25.8 22.5 15% 43% 18.0

Payable Zinc in Concentrate Sold, Mlb 214.5 211.7 1% 22% 175.2

Payable Copper in Concentrate Sold, Mlb 24.7 22.5 10% 72% 14.4

Total Zinc Cash Cost (Cu co-product), US$/lb sold $0.81 $0.83  (2% )  (16% ) $0.97

Total Zinc Cash Cost (Cu by-product), US$/lb sold $0.64 $0.66  (4% )  (27% ) $0.88

Total Copper Cash Cost (net of credits), US$/lb sold $1.53 $1.53  (0% )  (11% ) $1.72
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Source: Company Reports, Capital IQ, and Haywood Securities  

Target Price, C$ $4.00 Shares O/S, million

Current Price, C$ $3.43 Shares F/D, million

Rating: BUY      Risk: High Return, % 17% Market Capitalization, US$M

Target Price: C$4.00 52-Week High / Low, C$ $3.57 / $2.49 Company CEO

Daily Volume (100-day avg) 813,100

Balance Sheet and Capitalization Q1/18A Share Capital

US$M US$ / O/S Share C$M C$ / O/S Share As of Number Avg. Price Proceeds ITM Expiry

Market Capitalization $ 805 $ 2.66 $ 1,037 $ 3.43 Shares Outstanding Mar-18 302.3M - - - -

Current Cash $ 150 $ 0.49 $ 193 $ 0.64 Dilutive Securities Apr-18 7.6M C$3.36 C$25.4M C$25.4M Jan-00 - Jan-00

Working Capital $ 188 $ 0.62 $ 242 $ 0.80 Fully  Diluted Shares Mar-18 311.8M - - - -

Total Debt $ - $ - $ - $ - *Shares outstanding reflects last reported period (Management estimates there are currently 302.3M shares outstanding)

Book Value (excluding non-controlling interest) $ 800 $ 2.65 $ 1,030 $ 3.41

Non-Controlling Interest $ 155 $ 0.51 $ 199 $ 0.66 Corporate NAV Summary and Sensitivity Spot

Enterprise Value (EV) $ 811 $ 2.68 $ 1,044 $ 3.45 $ 2.00 $ 2.50 $ 3.00 $ 3.50 $ 3.13

*Balance sheet figures reflect last reported period C$/US$ FX Rate: $1.29 $ 1.00 $ 1.25 $ 1.50 $ 2.00 $ 1.41

$145 $205 $257 $309 $361 $323

Financial Forecast $368 $207 $326 $445 $667 $413

2018E 2019E 2020E $1,173 $183 $535 $887 $1,239 $982

Forecast Copper Price, US$/lb $3.10 $3.20 $3.25 $50 $50 $50 $50 $50 $50

Forecast Zinc Price, US$/lb $1.50 $1.40 $1.30 $1,736 $644 $1,168 $1,692 $2,318 $1,768

Forecast Gold Price, US$/oz $1,300 $1,400 $1,400 $7.10 $2.47 $4.38 $6.30 $8.63 $6.55

Forecast Silver Price, US$/oz $18.00 $20.00 $20.00 0.4x 1.3x 0.7x 0.5x 0.4x 0.5x

C$/US$ FX Rate $1.25 $1.26 $1.26 $0.43 $0.13 $0.28 $0.44 $0.72 $0.40

Shares O/S, millions 302 365 365 $0.50 $0.17 $0.37 $0.56 $0.92 $0.51

Revenue, US$M $393 $373 $360 Model shares F/D (fully financed): 310M

Operating Income, US$M $96 $141 $134

EBITDA, US$M $129 $172 $164 Peer-Group Comparables

Attributable Earnings, US$M $2 $22 $21 Price/ 2018E 2019E 2018E 2019E

Attributable EPS, US$ $0.01 $0.07 $0.06 Share Price Corp NAV Nav P/CFPS P/CFPS EV/CF EV/CF

Operating Cash Flow, US$M $131 $167 $157 Capstone Mining Corp. (TSX:CS) C$1.16 US$ 1.70 0.5x 2.6x 2.4x 4.7x 4.4x

CFPS, US$ $0.43 $0.50 $0.43 Copper Mountain Mining Corporation (TSX:CMMC) C$1.36 US$ 1.82 0.6x 2.4x 2.2x 6.0x 5.4x

Free Cash Flow, US$M $72 $60 ($6) Hudbay Minerals Inc. (TSX:HBM) C$9.11 US$ 9.18 0.8x 3.6x 3.4x 4.9x 4.7x

FCFPS, US$ $0.24 $0.18 ($0.02) Lundin Mining Corporation (TSX:LUN) C$8.15 US$ 7.59 0.8x 7.0x 6.5x 6.1x 5.6x

CAPEX, US$M $59 $107 $163 Taseko Mines Limited (TSX:TKO) C$1.58 US$ 2.40 0.5x 3.5x 2.8x 5.9x 4.8x

Trevali Mining Corporation (TSX:TV) C$1.19 US$ 1.11 0.8x 2.9x 2.8x 3.3x 3.2x

Valuation Ratios Group Average 0.7x 3.7x 3.4x 5.2x 4.7x

2018E 2019E 2020E Group Average (excluding high/low) 0.7x 3.2x 2.9x 5.4x 4.8x

EV / Revenue 2.1x 2.2x 2.3x Nevsun Resources Ltd. (Haywood) (TSX:NSU) C$3.43 US$ 5.07 0.5x 6.1x 5.3x 6.2x 5.4x

EV / EBITDA 6.3x 4.7x 5.0x C$/US$ FX Rate: $1.29

EV / Operating Cash Flow 6.2x 4.9x 5.2x

EV / Free Cash Flow 11.2x 13.5x - Major Shareholders

P / Attributable Earnings 350.6x 39.9x 47.1x O/S (%)

P / Operating Cash Flow 6.1x 5.3x 6.2x 17%

P / NAV 0.5x 4%

3%

Bisha Mine Production Profile (100% basis; 60% owned) 3%

2018E 2019E RLOM 2%

Ore Milled, tonnes millions 2.5 2.5 14.8 1%

Ore Milled, tonnes per operating day 6,869 6,944 6,868 31%

Strip Ratio 7.3 6.7 5.2

Zinc Grade Milled, % 5.53% 5.55% 5.84% Recent Financings

Copper Grade Milled, % 0.98% 0.97% 1.04%

Zinc Recovery, % 80% 80% 80%

Copper Recovery, % 52% 35% 35%

Payable Zinc Production, Mlb 233 231 1,449

Payable Copper Production, Mlb 26 17 115

Operating Cost, US$/tonne milled $75.15 $51.65 $51.18 Metal Inventory - Model Mineable, Reserve, and Resource

$0.81 $0.65 $0.67 Tonnes Cu Grade Zn Grade Copper Zinc EV/lb CuEq

$0.64 $0.45 $0.49 (000's) (%) (%) (Mlb) (Mlb) (US$/lb)

$1.53 $0.44 $0.82 Haywood Bisha Model Mineable (100% ) 14,836 1.04% 5.84% 341 1,912 $ 0.57

Total P&P Reserve 22,201 1.13% 5.28% 552 2,583 $ 0.38

Timok Production Profile (100% basis) Attributable P&P Reserve 13,321 1.13% 5.27% 331 1,548 $ 0.64

RLOM Total Measured Resource 1,300 1.09% 6.37% 31 183 $ 6.08

Ore Milled, tonnes millions 27.1 Total Indicated Resource 32,480 1.00% 4.24% 716 3,036 $ 0.33

Ore Milled, tonnes per operating day 7,533 Total Inferred Resource 30,430 0.97% 4.95% 654 3,319 $ 0.32

Copper Grade Milled, % 3.30% Total Reserve and Resource 87,601 1.03% 4.72% 1,991 9,123 $ 0.11

Gold Grade Milled, g/t 2.2 Attributable Reserve and Resource 52,561 1.03% 4.72% 1,195 5,474 $ 0.19

1,733 Measured and indicated resource is additional to proven and probable reserve.

464

$32.42

$0.51Total Copper Cash Cost (net of credits), US$/lb sold

Payable Copper Production, Mlb

Payable Gold Production, koz

Operating Cost, US$/tonne milled

$805.4

Peter G. Kukielski

Metric: Sum of Parts: 2.9x EV/CF (50%) & 1.0x NAV (50%) Company Web Site www.nevsun.com

Forecast Copper Price, US$/lb Haywood 

ModelForecast Zinc Price, US$/lb

2018E CFPS, US$

2019E CFPS, US$

Bisha Mine After-Tax NPV (60%  Ownership) (10.0% ), US$M

Corporate Adjustments, US$M

Nevsun Resources Ltd. (NSU-T)
302.3

309.9

Timok After-Tax NPV (100%  Ownership) (10.0% ), US$M

Corporate NAV, US$M

Corporate NAV, C$ / F/D share

Target Price / Corporate NAV

Additional Exploration Credit, US$M

O/S (millions)

BlackRock, Inc. 50.6

Franklin Resources, Inc. 11.7

Total Zinc Cash Cost (Cu by-product), US$/lb sold

Total Copper Cash Cost (net of credits), US$/lb sold

Total Zinc Cash Cost (Cu co-product), US$/lb sold

February 28, 2003 - C$17M private placement (5.5M shares @ C$3.10 per share)

February 16, 2010 - C$117M non-brokered private placement (11.5M shares @C$2.85 per share)

October 25, 2005 - C$40M bought deal financing (17.8M units @ C$2.25; 1 unit = 1 share + 0.5 warrant excercisable at C$3.00 for 3 years)

June 29, 2005 - C$20M bought deal financing (8M units @ C$2.50; 1 unit = 1 share + 0.5 warrant excercisable at C$3.25 for 3 years)

92.2

FIL Limited 10.5

Dimensional Fund Advisors L.P. 9.7

The Vanguard Group, Inc. 6.4

Jennison Associates LLC 3.3

Total
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Investment Thesis 

 Bisha production targets for 2018 increase YoY for zinc and copper. This year, the Company 
expects to produce 210 Mlb to 240 Mlb of zinc, and 20 Mlb to 30 Mlb of copper. The Bisha plant 
has achieved incremental improvements in the production of its two desired types of concentrate, 
reducing the activation of zinc sphalerite ore in the copper circuit. The improved separation is also 
leading to increased amounts of zinc concentrate being produced in the zinc circuit, with less 
production of bulk concentrate.  

 Timok is one of the highest grade copper-gold development projects in the world. The economics 
of the project, which feature an IRR of 50% and payback in less than 2 years, are robust. The 
deposit contains (1) a high-grade Upper Zone, a high-sulphidation semi-massive sulphide zone 
containing epithermal pyrite and copper sulphide, and a much larger lower grade Lower Zone, a 
porphyry target. The Upper Zone, which is 100% owned, contains a Measured and Indicated 
resource of 28.7Mt grading 3.7% copper and 2.4 g/t gold, in addition to an Inferred resource of 
1.6Mt grading 1.6% copper and 0.9g/t gold. The Lower Zone, which will be owned 46% by Nevsun 
after completion of the feasibility study of the Upper Zone, is much larger and lower grade.  

Risks 

Significant Investment Risks  

The investment to which this report relates carries various risks, which are reflected in our Overall Risk 
Rating. We consider the following to be the most significant of these investment risks: 

 Healthy balance sheet, but significant spending ahead. Nevsun ended Q1/18 with working capital 
of $188M, including $150M in cash and equivalents. However, capital expenditures will grow as 
the Company develops the Timok deposit. 

 Execution risks at Timok. Nevsun is progressing with its development plans for Timok, however, 
there is a risk of delay to construction if property acquisitions are not completed in time. Nevsun 
continues to refine its mine plan, which includes sub-level caving.  

 Political risk and human rights abused. We rate Eritrea as one of the more socio-politically 
sensitive countries in the world for a mining company to operate in: the country is a one party 
state in which national legislative elections have been repeatedly postponed, according to Human 
Rights Watch, and the Eritrean government’s human rights record is considered among the worst 
in the world.  

For further information on our Risk Rating please visit: 
http://haywood.com/what-we-offer/research/research-policy 
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Important Information and Legal Disclaimers 
This report is neither a solicitation for the purchase of securities nor an offer of securities. Our ratings are intended only for 
clients of Haywood Securities Inc., and those of its wholly owned subsidiary, Haywood Securities (USA) Inc. and such clients are 
cautioned to consult the respective firm prior to purchasing or selling any security recommended or views contained in this 
report.  

Estimates and projections contained herein, whether or not our own, are based on assumptions that we believe to be 
reasonable. The information presented, while obtained from sources we believe reliable, is checked but not guaranteed against 
errors or omissions. Changes in the rates of exchange between currencies may cause the value of your investment to fluctuate. 
Past performance should not be seen as an indication of future performance. The investments to which this report relates can 
fluctuate in value and accordingly you are not certain to make a profit on any investment: you could make a loss. 

Haywood Securities, or certain of its affiliated companies, may from time to time receive a portion of commissions or other fees 
derived from the trading or financings conducted by other affiliated companies in the covered security. Haywood analysts are 
salaried employees who may receive a performance bonus that may be derived, in part, from corporate finance income. 

Haywood Securities, Inc., and Haywood Securities (USA) Inc. do have officers in common however, none of those common 
officers affect or control the ratings given a specific issuer or which issuer will be the subject of Research coverage.  In addition, 
the firm does maintain and enforce written policies and procedures reasonably designed to prevent influence on the activities 
of affiliated analysts.   

Dissemination of Research 
Research reports are disseminated either through electronic medium or in printed copy.  Clients may access reports on our 
website, or receive publications directly via email.  Haywood strives to ensure all clients receive research in a timely manner 
and at the same time.  It is against our policy for analysts to discuss or circulate their recommendations internally prior to public 
distribution. This policy applies equally to recommendation changes, target changes and/or forecast revisions. 

For Canadian residents: Haywood Securities Inc. is a Canadian registered broker-dealer and a member of the Investment 
Industry Regulatory Organization of Canada, the Toronto Stock Exchange, the Toronto Venture Exchange and the Canadian 
Investor Protection Fund and accepts responsibility for the dissemination of this report. Any Canadian client that wishes further 
information on any securities discussed in this report should contact a qualified salesperson of Haywood Securities Inc. 

For U.S. residents:  This investment research is distributed in the United States, as third party research by Haywood Securities 
(USA) Inc. Haywood Securities (USA) Inc. is a wholly owned subsidiary of Haywood Securities Inc., registered with the U.S. 
Securities and Exchange Commission, and is a member of FINRA and the Securities Investor Protection Corporation (SIPC). 
Haywood Securities (USA) Inc. as a U.S. registered broker-dealer accepts responsibility for this Research Report and its 
dissemination in the United States. Any U.S. client that wishes further information on any securities discussed in this report or 
wish to effect a transaction in these securities should contact a qualified salesperson of Haywood Securities (USA) Inc. Haywood 
Securities Inc. Research Analysts are considered Foreign Research Analysts to the USA and are not registered/qualified as 
Research Analysts with FINRA. As these analysts are considered Foreign Research Analysts they may not be specifically subject 
to FINRA (formerly NASD) Rule 2711 and FINRA (formerly NYSE) Rule 472 restrictions on communications with a Subject 
Company, Public Appearances and trading securities held by a Research Analyst Account. 

This report may be distributed in the following states: nil. Otherwise, this report may only be distributed into those states with 
an institutional buyer state securities registration exemption. 

Analyst Certification 
I, Pierre Vaillancourt, hereby certify that the views expressed in this report (which includes the rating assigned to the issuer’s 
shares as well as the analytical substance and tone of the report) accurately reflect my/our personal views about the subject 
securities and the issuer. No part of my/our compensation was, is, or will be directly or indirectly related to the specific 
recommendations. 

Important Disclosures 
Of the companies included in the report the following Important Disclosures apply: 
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Ticker Company 1 2 3 4 5 6 7 8  

 TSX:CS Capstone Mining Corp.   X      

 TSX:CMMC Copper Mountain Mining Corp.   X  X    

 TSX:HBM Hudbay Minerals, Inc.   X X     

 TSX:LUN Lundin Mining Corporation   X      

 TSX:NSU Nevsun Resources Ltd.  X X      

 TSX:TV Trevali Mining Corporation   X      

1 
The Analyst(s) preparing this report (or a member of the Analysts’ households) have a financial interest in this 
company. 

2 
As of the end of the month immediately preceding this publication either Haywood Securities, Inc., one of its 
subsidiaries, its officers or directors beneficially owned 1% or more of this company. 

3 
Haywood Securities, Inc. has reviewed lead projects of this company and a portion of the expenses for this travel 
have been reimbursed by the issuer. 

4 
Haywood Securities Inc. or one of its subsidiaries has managed or co-managed or participated as selling group in a 
public offering of securities for this company in the past 12 months. 

5 
Haywood Securities, Inc. or one of its subsidiaries has received compensation for investment banking services 
from this company in the past 12 months. 

6 
Haywood Securities, Inc. or one of its subsidiaries has received compensation for investment banking services 
from this company in the past 24 months. 

7 Haywood Securities, Inc. or one of its subsidiaries is restricted on this company at the time of publication. 

8 
Haywood Securities, Inc. or one of its subsidiaries expects to receive or intends to seek compensation for 
investment banking services from this company in the next 3 months. 

Other material conflict of interest of the research analyst of which the research analyst or Haywood Securities Inc. knows or has 
reason to know at the time of publication or at the time of public appearance: 

▪ n/a 

Rating Structure 
Each company within an analyst’s universe, or group of companies covered, is assigned: (i) a recommendation or rating, usually 
BUY, HOLD, or SELL; (ii) a 12 month target price, which represents an analyst’s current assessment of a company’s potential 
stock price over the next year; (iii) an overall risk rating which represents an analyst’s assessment of the company’s overall 
investment risk; and (iv) specific risk ratings or risk profile  parameters which in their aggregate support an analyst’s overall risk 
rating.  These ratings are more fully explained below. Before acting on our recommendation we caution you to confer with your 
Haywood investment advisor to determine the suitability of our recommendation for your specific investment objectives, risk 
tolerance and investment time horizon. 

Recommendation Rating 
BUY –The analyst believes that the security will outperform other companies in their sector on a risk adjusted basis or for the 
reasons stated in the research report the analyst believes that the security is deserving of a (continued) BUY rating. 

HOLD – The analyst believes that the security is expected to perform in line with other companies in their sector on a risk 
adjusted basis or for the reasons stated in the research report the analyst believes that the security is deserving of a (continued) 
HOLD rating.  

SELL – Investors are advised to sell the security or hold alternative securities within the sector. Stocks in this category are 
expected to under-perform other companies on a risk adjusted basis or for the reasons stated in the research report the analyst 
believes that the security is deserving of a (continued) SELL rating. 

TENDER – The analyst is recommending that investors tender to a specific offering for the company’s stock.  

RESEARCH COMMENT – An analyst comment about an issuer event that does not include a rating or recommendation. 

UNDER REVIEW – Placing a stock Under Review does not revise the current rating or recommendation of the analyst. A stock 
will be placed Under Review when the relevant company has a significant material event with further information pending or 
to be announced. An analyst will place a stock Under Review while he/she awaits sufficient information to re-evaluate the 
company’s financial situation. 
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COVERAGE DROPPED – Haywood Securities will no longer cover the issuer. Haywood will provide notice to clients whenever 
coverage of an issuer is discontinued. 

Haywood's focus is to search for undervalued companies which analysts believe may achieve attractive risk-adjusted returns. 
This research coverage on potentially undervalued companies may result in an outweighed percentage of companies rated as 
BUY. Management regularly reviews rating and targets in all sectors to ensure fairness and accuracy. 

For further information on Haywood Securities’ research dissemination policies, please visit: http://haywood.com/what-we-
offer/research/research-policy 

Overall Risk Rating 
Very High Risk: Venture type companies or more established micro, small, mid or large cap companies whose risk profile 
parameters and/or lack of liquidity warrant such a designation.  These companies are only appropriate for investors who have 
a very high tolerance for risk and volatility and who are capable of incurring temporary or permanent loss of a very significant 
portion of their investment capital. 

High Risk: Typically micro or small cap companies which have an above average investment risk relative to more established or 
mid to large cap companies.  These companies will generally not form part of the broad senior stock market indices and often 
will have less liquidity than more established mid and large cap companies. These companies are only appropriate for investors 
who have a high tolerance for risk and volatility and who are capable of incurring a temporary or permanent loss of a significant 
loss of their investment capital.  

Medium-High Risk: Typically mid to large cap companies that have a medium to high investment risk.  These companies will 
often form part of the broader senior stock market indices or sector specific indices.  These companies are only appropriate for 
investors who have a medium to high tolerance for risk and volatility and who are prepared to accept general stock market risk 
including the risk of a temporary or permanent loss of some of their investment capital  

Moderate Risk: Large to very large cap companies with established earnings who have a track record of lower volatility when 
compared against the broad senior stock market indices.  These companies are only appropriate for investors who have a 
medium tolerance for risk and volatility and who are prepared to accept general stock market risk including the risk of a 
temporary or permanent loss of some of their investment capital. 

Distribution of Ratings (as of April 27, 2018) 

     IB Clients 
  % # (TTM) 

Buy 70.7% 70 92.0% 

Hold 13.1% 13 4.0% 
Sell 1.0% 1 0.0% 
Tender 1.0% 1 4.0% 
UR (Buy) 0.0% 0 0.0% 
UR (Hold) 0.0% 0 0.0% 
UR (Sell) 0.0% 0 0.0% 
Dropped (TTM) 14.1% 14 0.0% 

Price Chart, Rating and Target Price History (as of April 27, 2018) 

 
B: Buy; H: Hold; S: Sell; T: Tender; UR: Under Review 
Source: Capital IQ and Haywood Securities  

Nevsun Resources Ltd. (NSU-T) Date Target(C$) Rating
11/1/17 $4.00 Buy
7/20/17 $3.70 Hold
6/20/17 $3.50 Hold
6/30/16 $6.00 Buy
4/26/16 $5.00 Buy
7/15/15 $5.00 Buy
4/29/15 $5.50 Buy

Initiated Coverage: 08/27/04; Transferred Coverage 6/20/2017
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Nevsun Resources Ltd. April 27, 2018 | 3:36 pm EDT 
NSU-TSX | NSU-NYSE MKT Company Comment 
Farooq Hamed CA | 416.777.7117 | farooq.hamed@raymondjames.ca 

Brandon Throop (Associate) | 416.777.7165 | brandon.throop@raymondjames.ca 

Mining | Base Metals & Minerals 

Strong Start to the Year; Well Positioned to Raise Guidance 

Recommendation 
Nevsun posted a strong operating quarter at Bisha in 1Q18 as mining operations 
benefited from equipment purchased in late-2017 while the plant posted significant 
increases in recoveries for both zinc and copper after applying a new reagent 
scheme. As a result, both zinc and copper production are ahead of the guided pace 
after 1Q, and, with recoveries set to trend higher than expected, we believe there is 
strong potential for NSU to increase its annual production guidance with 2Q results. 
At the Timok project, development remains ongoing following the receipt of the 
exploration decline permit and release of the PFS in 1Q.  As a result of the progress 
in 1Q, we are increasing our target price to C$4.00/share (from C$3.50/share). 

Analysis 
 Operations – Production beat: Zinc production of 72Mlbs and copper production of 

9Mlbs were both above our estimates of 67Mlbs and 6.8Mlbs, respectively. Copper 
and zinc production are trending well with regards to full-year guidance at 36% and 
32% of the mid-range, respectively. The company announced that cash costs for the 
quarter were $0.79/lb payable zinc sold (co-product), in-line with full-year guidance 
of $0.70-$0.90/lb.  

 Balance Sheet – QoQ increase on operating performance: NSU exited the quarter 
with $150 mln in net cash, consisting of cash and equivalents of $150 mln and no 
debt. The QoQ increase came from a strong operating quarter at Bisha. We 
anticipate a modest decline in cash through the remainder of 2018. 

 Earnings – Slight miss on timing of sales: NSU reported 1Q18 adjusted earnings of a 
loss of $0.01/share versus our estimate of a gain of $0.04/share and consensus of a 
gain of $0.02/share. The slight miss was primarily driven by timing of sales at Bisha. 
The company produced more than it sold and we expect the difference to be offset 
in coming quarters. 

 2Q Catalysts and News Flow: At Timok, a maiden resource estimate at the Timok 
Lower Zone is expected at mid-year. At Bisha, the company will continue upgrading 
the processing plant throughout 2Q to improve recoveries going forward. 

Valuation 
We maintain our Market Perform rating and are increasing our target to 
C$4.00/share (from C$3.50/share). Our target is based on a 80/20 weighting of i) a 
0.8x multiple to our NAVPS estimate of $3.81; and ii) a 6.0x EV/NTM EBITDA 
multiple to our NTM EBITDA forecast of $141 mln, in-line with the base metal 
producer peer group (see Exhibit 3).  

EPS  1Q 2Q 3Q 4Q Full Revenues NAVPS 
  Mar Jun Sep Dec Year (mln)  

 2017A US$0.00 US$0.08 US$0.00 US$(0.01) US$0.07 US$289  
Old 2018E 0.04 0.02 0.02 0.02 0.11 421 US$3.60 

New 2018E (0.01)A 0.02 0.02 0.02 0.05 431 US$3.81 
Old 2019E 0.02 0.02 0.00 0.01 0.04 359 NA 

New 2019E 0.02 0.02 0.00 0.01 0.04 392 NA 

Source: Raymond James Ltd., Thomson One 

 

Market Perform 3  
C$4.00 target price ↑ old: C$3.50 

Current Price ( Apr-27-18 ) C$3.43 
Total Return to Target 17% 
52-Week Range C$3.57 - C$2.49 
Suitability High Risk/Growth 

Market Data 
Market Capitalization (mln) C$1,037 
Current Net Debt (mln) -US$165 
Enterprise Value (mln) US$797 
Shares Outstanding (mln, basic) 302.0 
10 Day Avg Daily Volume (000s) 839 
Dividend/Yield nm/0.0% 

Key Financial Metrics 
 2017A 2018E 2019E 

P/E 
 -15.4x 5.1x 7.1x 

P/NAV 
  0.70x NA 

Consolidated Production (Cu Tonnes) 
     Old 7,900 12,600 12,600 
     New 7,900 15,980 15,840 

Copper ($/lb) 
       US$2.80 US$3.15 US$3.25 

EBITDA (mln) 
     Old US$(52) US$162 US$102 
     New US$(52) US$155 US$112 

CFPS 
     Old US$0.00 US$0.41 US$0.23 
     New US$0.00 US$0.39 US$0.25 

Capex (mln) 
     Old US$31 US$69 US$67 
     New US$31 US$56 US$67 

Shares Outstanding (mln, f.d.) 
       312 312 312 
 

Company Description 
Nevsun is 60% owner of the precious and base metal 
Bisha Mine in Eritrea, East Africa and 100% owner of 
the Upper Zone of the Timok Project in Serbia. 
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Exhibit 1: Nevsun Resources Operating Summary 

 
Source: Nevsun Resources Ltd., Raymond James Ltd. 

 
Exhibit 2: Nevsun Resources Balance Sheet 

  
Source: Nevsun Resources Ltd., Raymond James Ltd. 

 

Copper Production (Mlb) 9 20-30 36%

Zinc Production (Mlb) 72 210-240 32%

C1 Cash Cost ($/lb zinc) $0.79 $0.70-$0.90 99%

Mine 1Q18 Actual 2018  Guidance

 % of Mid-Range 

Guidance

Cash (US$ mln) 151 125 150

Debt (US$ mln) 0 0 0

Net Debt/Cash (US$ mln) (151) (125) (150)

4Q17A3Q17A 1Q18A
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Exhibit 3: Nevsun Resources Operation and Financial Summary 

 
Source: Nevsun Resources Ltd., Raymond James Ltd. 

RAYMOND JAMES LTD. RESEARCH

Rating: MP3 (NSU-TSX, NSU-US) Analyst: Farooq Hamed 416-777-7117 farooq.hamed@raymondjames.ca

6-12 Mth Target C$ 4.00 NAVPS $3.81 Associate: Brandon Throop  416-777-7165 brandon.throop@raymondjames.ca

Projected Return: 17% YR-END: Dec. 31

Investment Thesis Management

Peter G. Kukielski CEO

Ryan MacWilliam CFO

Reporting Currency: US$ 27-Apr-18

Market Statistics 

Share Price $3.43 Shares Basic (mln) 302

52 Week High/Low 3.57 / 2.49 Shares Fully Diluted (mln) 312

Market Cap. (mln) $1,037 Free Float (%) 99%

Enterprise Value (mln) pro-forma $797 Avg. Daily Vol. ('000): 1341

Key Attributes: Dividend $0.00 Div Yield % 0.0%

Financial Metrics 2016A 2017A 2018E 2019E 2020E

Income statement

Revenue ($mln) 231 289 431 392 364

Key Concerns: EBITDA ($mln) 109 -52 155 112 110

EBIT ($mln) 47 -96 84 78 76

Net earnings ($mln) -1 -15 17 13 9

EPS (US$) 0.00 0.07 0.05 0.04 0.03

Cash flow statement

Reserve & Resource Tonnes Cu Zn Cu Zn Operating Cash Flow ($mln) 53 -20 122 76 69

(Mt) (%) (%) (Mt) (Mt) CFPS (US$) (oper., pre-W/C adj) 0.33 0.00 0.39 0.25 0.23

Total Reserves 36 2.7 1.5 1.0 0.5 Investing Cash Flow ($mln) -256 -33 -59 -67 -155

Total M&I Resource 37 1.4 4.0 0.5 1.5 Financing Cash Flow ($mln) -32 -22 -54 396 -4

Total Inferred Resource 45 1.2 3.6 0.5 1.6 FCF ($mln) 10 -51 66 9 -86

Total Resource 83 1.3 3.8 1.0 3.1 FCF per share 0.04 -0.17 0.22 0.03 -0.29

Balance sheet

Assumptions 2016A 2017A 2018E 2019E 2020E Cash ($mln) 199 125 135 539 449

RJL Copper Forecast US$/lb 2.21 2.80 3.15 3.25 3.00 Working capital ($mln) 201 162 172 577 487

RJL Zinc Forecast US$/lb 0.95 1.31 1.49 1.33 1.20 Total Debt ($mln) 0 0 0 450 450

RJL Gold Forecast US$/oz 1,248 1,258 1,307 1,300 1,300 Common Equity ($mln) 896 804 822 836 846

RJL Silver Forecast US$/oz 17 17 17 18 19

Valuation Metrics 2016A 2017A 2018E 2019E 2020E

Operating Summary 2016A 2017A 2018E 2019E 2020E EBITDA margin (%) 47.2% -17.9% 36.0% 28.5% 30.2%

 Cu Production (kt) 25.3 7.9 16.0 15.8 15.7 EV/EBITDA (x) 7.3x nm 5.1x 7.1x 7.3x

 Zn Production (kt) 40.9 95.4 118.9 115.7 115.7 P/CF (x) 8.2x nm 6.8x 10.6x 11.8x

 FCF Yield 0.9% -3.9% 5.0% 0.7% -6.5%

P/E (x) nm nm nm nm nm

Current ratio (x) 3.1x 3.4x 3.6x 9.7x 8.4x

Price/book (x) 1.2x 1.3x 1.3x 1.2x 1.2x

Debt/(Debt + Equity) (%) 0.0% 0.0% 0.0% 30.3% 30.3%

Net Debt/LTM EBITDA (x) nm nm nm nm nm

ROE (%) -0.1% -1.8% 2.1% 1.6% 1.1%

ROIC (%) 1.6% -4.6% 4.7% 4.0% 3.3%

Valuation US$ mln $/share

Bisha 8% 173 0.55 15%

Timok 8% 970 3.11 85%

Minesite NAV 1,143 3.66 100%

Investments 0 0.00

Corporate (102) -0.33

Cash 150 0.48

Debt 0 0.00

Net Asset Value 1,191 3.81

Valuation Measures Weight Target

Price / NAVPS* 80% 0.8x

EV/EBITDA 20% 6.0x

Valuation $3.00

Target Price C$: $4.00

*Target multiple is applied to the mining assets, with net cash included at par

NAV Sensitivity to long-term commodity price assumptions

Nevsun Resources Ltd.

% of minesite NAV

Production

Relative Performance (NSU vs. Cu)

Operating NAV breakdown by Geography and Commodity

With the decision to pare back capital spending at Bisha and shorten the remaining 

mine life to four years, it is apparent to us that the development of Timok will be the 

primary focus of the company moving forward. While we think Timok is a desirable 

asset, with potential first production not until 2022 and a lower output expected 

from Bisha in the interim, we do not see many short-term potential catalysts for the 

stock. 

- High-grade copper project could be in production by 2022.

- Strong balance sheet.

- Generating free cash flow.

- Short mine life at operating asset.

- Requires external financing to fund development asset.
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IMPORTANT INVESTOR DISCLOSURES 
Raymond James & Associates (RJA) is a FINRA member firm and is responsible for the preparation and distribution of research created in 
the United States. Raymond James & Associates is located at The Raymond James Financial Center, 880 Carillon Parkway, St. Petersburg, 
FL 33716, (727) 567-1000. Non-U.S. affiliates, which are not FINRA member firms, include the following entities which are responsible for 
the creation and distribution of research in their respective areas; In Canada, Raymond James Ltd. (RJL), Suite 2100, 925 West Georgia 
Street, Vancouver, BC V6C 3L2, (604) 659-8200; In Europe, Raymond James Euro Equities, SAS, 40, rue La Boetie, 75008, Paris, France, +33 
1 45 61 64 90, and Raymond James Financial International Ltd., Broadwalk House, 5 Appold Street, London, England  EC2A 2AG, +44 203 
798 5600. 

This document is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident of or located in 
any locality, state, country, or other jurisdiction where such distribution, publication, availability or use would be contrary to law or 
regulation.  The securities discussed in this document may not be eligible for sale in some jurisdictions.  This research is not an offer to 
sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal.  It does not 
constitute a personal recommendation nor does it  take into account the particular investment objectives, financial situations, or needs 
of individual clients.  Information in this report should not be construed as advice designed to meet the individual objectives of any 
particular investor.    Investors should consider this report as only a single factor in making their investment decision. Consultation with 
your investment advisor is recommended. Past performance is not a guide to future performance, future returns are not guaranteed, and 
a loss of original capital may occur. 

The information provided is as of the date above and subject to change, and it should not be deemed a recommendation to buy or sell 
any security. Certain information has been obtained from third-party sources we consider reliable, but we do not guarantee that such 
information is accurate or complete. Persons within the Raymond James family of companies may have information that is not available 
to the contributors of the information contained in this publication. Raymond James, including affiliates and employees, may execute 
transactions in the securities listed in this publication that may not be consistent with the ratings appearing in this publication.   

With respect to materials prepared by Raymond James Ltd. (“RJL”), all expressions of opinion reflect the judgment of the Research 
Department of RJL, or its affiliates, at this date and are subject to change. RJL may perform investment banking or other services for, or 
solicit investment banking business from, any company mentioned in this document.  

Raymond James (“RJ”) research reports are disseminated and available to RJ’s retail and institutional clients simultaneously via electronic 
publication to RJ's internal proprietary websites (RJ Investor Access & RJ Capital Markets). Not all research reports are directly distributed 
to clients or third-party aggregators. Certain research reports may only be disseminated on RJ's internal proprietary websites; however 
such research reports will not contain estimates or changes to earnings forecasts, target price, valuation, or investment or suitability 
rating. Individual Research Analysts may also opt to circulate published research to one or more clients electronically. This electronic 
communication distribution is discretionary and is done only after the research has been publically disseminated via RJ’s internal 
proprietary websites. The level and types of communications provided by Research Analysts to clients may vary depending on various 
factors including, but not limited to, the client’s individual preference as to the frequency and manner of receiving communications from 
Research Analysts. For research reports, models, or other data available on a particular security, please contact your RJ Sales 
Representative or visit RJ Investor Access or RJ Capital Markets. 

Links to third-party websites are being provided for information purposes only.  Raymond James is not affiliated with and does not 
endorse, authorize, or sponsor any of the listed websites or their respective sponsors.  Raymond James is not responsible for the content 
of any third-party website or the collection or use of information regarding any website’s users and/or members. 

In the event that this is a compendium report (i.e., covers 6 or more subject companies), Raymond James Ltd. may choose to provide 
specific disclosures for the subject companies by reference. To access these disclosures, clients should refer to: 
http://www.raymondjames.ca (click on Equity Capital Markets / Equity Research / Research Disclosures) or call toll‐free at 1‐800‐667‐
2899. 

ANALYST INFORMATION 

Analyst Compensation:  Equity research analysts and associates at Raymond James are compensated on a salary and bonus system. 
Several factors enter into the compensation determination for an analyst, including i) research quality and overall productivity, including 
success in rating stocks on an absolute basis and relative to the local exchange composite Index and/or a sector index, ii) recognition from 
institutional investors, iii) support effectiveness to the institutional and retail sales forces and traders, iv) commissions generated in 
stocks under coverage that are attributable to the analyst’s efforts, v) net revenues of the overall Equity Capital Markets Group, and vi) 
compensation levels for analysts at competing investment dealers.    

https://client.raymondjames.ca/
https://ecm.raymondjames.ca/
https://client.raymondjames.ca/
https://ecm.raymondjames.ca/
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The views expressed in this report accurately reflect the personal views of the analyst(s) covering the subject securities. No part of said 
person's compensation was, is, or will be directly or indirectly related to the specific recommendations or views contained in this 
research report. In addition, said analyst has not received compensation from any subject company in the last 12 months. 

RATINGS AND DEFINITIONS 

Raymond James Ltd. (Canada) definitions:  Strong Buy (SB1)  The stock is expected to appreciate and produce a total return of at least 
15% and outperform the S&P/TSX Composite Index over the next six months. Outperform (MO2)  The stock is expected to appreciate and 
outperform the S&P/TSX Composite Index over the next twelve months. Market Perform (MP3)  The stock is expected to perform 
generally in line with the S&P/TSX Composite Index over the next twelve months and is potentially a source of funds for more highly 
rated securities. Underperform (MU4)  The stock is expected to underperform the S&P/TSX Composite Index or its sector over the next 
six to twelve months and should be sold. 

Raymond James & Associates (U.S.) definitions:  Strong Buy (SB1)  Expected to appreciate, produce a total return of at least 15%, and 
outperform the S&P 500 over the next six to 12 months. For higher yielding and more conservative equities, such as REITs and certain 
MLPs, a total return of at least 15% is expected to be realized over the next 12 months. Outperform (MO2)  Expected to appreciate and 
outperform the S&P 500 over the next 12-18 months. For higher yielding and more conservative equities, such as REITs and certain MLPs, 
an Outperform rating is used for securities where we are comfortable with the relative safety of the dividend and expect a total return 
modestly exceeding the dividend yield over the next 12-18 months. Market Perform (MP3)  Expected to perform generally in line with the 
S&P 500 over the next 12 months. Underperform (MU4)  Expected to underperform the S&P 500 or its sector over the next six to 12 
months and should be sold. Suspended (S)  The rating and price target have been suspended temporarily.  This action may be due to 
market events that made coverage impracticable, or to comply with applicable regulations or firm policies in certain circumstances, 
including when Raymond James may be providing investment banking services to the company.  The previous rating and price target are 
no longer in effect for this security and should not be relied upon. 

Raymond James Europe (Raymond James Euro Equities SAS & Raymond James Financial International Limited) rating definitions:  
Strong Buy (1)  Expected to appreciate, produce a total return of at least 15%, and outperform the Stoxx 600 over the next 6 to 12 
months. Outperform (2)  Expected to appreciate and outperform the Stoxx 600 over the next 12 months. Market Perform (3)  Expected to 
perform generally in line with the Stoxx 600 over the next 12 months. Underperform (4)  Expected to underperform the Stoxx 600 or its 
sector over the next 6 to 12 months. Suspended (S) The rating and target price have been suspended temporarily. This action may be due 
to market events that made coverage impracticable, or to comply with applicable regulations or firm policies in certain circumstances, 
including when Raymond James may be providing investment banking services to the company. The previous rating and target price are 
no longer in effect for this security and should not be relied upon. 

In transacting in any security, investors should be aware that other securities in the Raymond James research coverage universe might 
carry a higher or lower rating.  Investors should feel free to contact their Financial Advisor to discuss the merits of other available 
investments. 

Suitability Ratings (SR) 

Medium Risk/Income (M/INC)  Lower to average risk equities of companies with sound financials, consistent earnings, and dividend 
yields above that of the S&P 500. Many securities in this category are structured with a focus on providing a consistent dividend or return 
of capital. 

Medium Risk/Growth (M/GRW)  Lower to average risk equities of companies with sound financials, consistent earnings growth, the 
potential for long-term price appreciation, a potential dividend yield, and/or share repurchase program.  

High Risk/Income (H/INC)  Medium to higher risk equities of companies that are structured with a focus on providing a meaningful 
dividend but may face less predictable earnings (or losses), more leveraged balance sheets, rapidly changing market dynamics, financial 
and competitive issues, higher price volatility (beta), and potential risk of principal. Securities of companies in this category may have a 
less predictable income stream from dividends or distributions of capital.  

High Risk/Growth (H/GRW)  Medium to higher risk equities of companies in fast growing and competitive industries, with less 
predictable earnings (or losses), more leveraged balance sheets, rapidly changing market dynamics, financial or legal issues, higher price 
volatility (beta), and potential risk of principal. 

High Risk/Speculation (H/SPEC)  High risk equities of companies with a short or unprofitable operating history, limited or less predictable 
revenues, very high risk associated with success, significant financial or legal issues, or a substantial risk/loss of principal. 

Note that Raymond James Ltd. (RJL) has developed a proprietary algorithm for risk rating individual securities. The algorithm utilizes data 
from multiple vendors, and all data is refreshed at least monthly. Accordingly, Suitability Ratings are updated monthly. The Suitability 
Rating shown on this report is current as of the report’s published date. In the event that a Suitability Rating changes after the published 
date, the new rating will not be reflected in research materials until the analyst publishes a subsequent report. 
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RATING DISTRIBUTIONS 

 Coverage Universe Rating Distribution* Investment Banking Distribution 

 RJL RJA  RJEE/RJFI RJL RJA  RJEE/RJFI 

Strong Buy and Outperform (Buy) 69% 56%  51% 37% 23%  0% 

Market Perform (Hold) 26% 40%  34% 16% 12%  0% 

Underperform (Sell) 5% 5%  15% 10% 7%  0% 

* Columns may not add to 100% due to rounding. 

 

RAYMOND JAMES RELATIONSHIP DISCLOSURES 

Raymond James Ltd. or its affiliates expects to receive or intends to seek compensation for investment banking services from all 
companies under research coverage within the next three months. 

STOCK CHARTS, TARGET PRICES, AND VALUATION METHODOLOGIES 

Valuation Methodology:  The Raymond James methodology for assigning ratings and target prices includes a number of qualitative and 
quantitative factors including an assessment of industry size, structure, business trends and overall attractiveness; management 
effectiveness; competition; visibility; financial condition, and expected total return, among other factors.  These factors are subject to 
change depending on overall economic conditions or industry- or company-specific occurrences.   

Target Prices: The information below indicates our target price and rating changes for NSU stock over the past three years. 

 
Valuation Methodology: We value Nevsun Resources on a Net Asset Value (NAV) basis by discounting estimated future free cash 
flow generated from existing assets and a multiple to NTM EV/EBITDA. 

 

RISK FACTORS 

General Risk Factors: Following are some general risk factors that pertain to the businesses of the subject companies and the projected 
target prices and recommendations included on Raymond James research: (1) Industry fundamentals with respect to customer demand 
or product / service pricing could change and adversely impact expected revenues and earnings; (2) Issues relating to major competitors 
or market shares or new product expectations could change investor attitudes toward the sector or this stock; (3) Unforeseen 
developments with respect to the management, financial condition or accounting policies or practices could alter the prospective 
valuation.  

Risks - Nevsun Resources Ltd. 
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Commodity Price Risk. Prices for the commodities that the company produces or the company plans to produce may fluctuate and may 
have a large influence on the company’s forecasted earnings, cash flows, asset values and share price.  Sustained low prices could also 
have a material adverse impact on the company’s financial position and ability to raise capital. 
Jurisdictional, Social and Permitting Risk. With operations on a global scale, we believe jurisdictional, social and permit risk could prove to 
be substantial in some circumstances.   
Reserve/Resource Risk. Although the company may have NI43-101 compliant resources, there exists a risk that further work leads to a 
deterioration of the grade and/or size of ore deposits. Also, our outlook may hinge on expansion and/or construction of current and 
future operations. Further work may show additional resources, expansions and upgrades are not possible. 
Cost Estimate, Production and Inflation Risk. Our outlook assumes certain future capital and operating costs for the Company’s 
operations. Our estimates may prove to be optimistic and we may have underestimated costs, in which case the economic potential of 
the project and our valuation may be lower than we current forecast. There also remains the risk that costs may increase in the future. 
Regulatory Risk. Operations are subject to extensive regulations which could delay or suspend operations. 
Environmental  Risk. Current operations, historical operations and/or future operations may be subject to stringent environmental 
regulations which could result in significant costs and/or impact operations. 

Additional Risk and Disclosure information, as well as more information on the Raymond James rating system and suitability 
categories, is available for Raymond James at rjcapitalmarkets.com/Disclosures/index and for Raymond James Limited at 
www.raymondjames.ca/researchdisclosures. 

INTERNATIONAL DISCLOSURES 

FOR CLIENTS IN THE UNITED STATES:  

Any foreign securities discussed in this report are generally not eligible for sale in the U.S. unless they are listed on a U.S. exchange.  This 
report is being provided to you for informational purposes only and does not represent a solicitation for the purchase or sale of a security 
in any state where such a solicitation would be illegal.  Investing in securities of issuers organized outside of the U.S., including ADRs, may 
entail certain risks.  The securities of non-U.S. issuers may not be registered with, nor be subject to the reporting requirements of, the 
U.S. Securities and Exchange Commission.  There may be limited information available on such securities.  Investors who have received 
this report may be prohibited in certain states or other jurisdictions from purchasing the securities mentioned in this report.  Please ask 
your Financial Advisor for additional details and to determine if a particular security is eligible for purchase in your state. 

Raymond James Ltd. is not a U.S. broker‐dealer and therefore is not governed by U.S. laws, rules or regulations applicable to U.S. broker‐
dealers. Consequently, the persons responsible for the content of this publication are not licensed in the U.S. as research analysts in 
accordance with applicable rules promulgated by the U.S. Self Regulatory Organizations. 

Any U.S. Institutional Investor wishing to effect trades in any security should contact Raymond James (USA) Ltd., a U.S. broker‐dealer 
affiliate of Raymond James Ltd. 

FOR CLIENTS IN THE UNITED KINGDOM: 

For clients of Raymond James Financial International Limited (RJFI): This document and any investment to which this document relates 
is intended for the sole use of the persons to whom it is addressed, being persons who are Eligible Counterparties or Professional Clients 
as described in the FCA rules or persons described in Articles 19(5) (Investment professionals) or 49(2) (High net worth companies, 
unincorporated associations etc) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) or any 
other person to whom this promotion may lawfully be directed.  It is not intended to be distributed or passed on, directly or indirectly, to 
any other class of persons and may not be relied upon by such persons and is therefore not intended for private individuals or those who 
would be classified as Retail Clients. 

For clients of Raymond James Investment Services, Ltd.: This report is for the use of professional investment advisers and managers and 
is not intended for use by clients. 

For purposes of the Financial Conduct Authority requirements, this research report is classified as independent with respect to conflict of 
interest management. RJFI, and Raymond James Investment Services, Ltd. are authorised and regulated  by the Financial Conduct 
Authority in  the United Kingdom. 

FOR CLIENTS IN FRANCE: 

This document and any investment to which this document relates is intended for the sole use of the persons to whom it is addressed, 
being persons who are Eligible Counterparties or Professional Clients as described in “Code Monétaire et Financier” and Règlement 
Général de l’Autorité des Marchés Financiers. It is not intended to be distributed or passed on, directly or indirectly, to any other class of 
persons and may not be relied upon by such persons and is therefore not intended for private individuals or those who would be 
classified as Retail Clients. 

For clients of Raymond James Euro Equities: Raymond James Euro Equities is authorised and regulated by the Autorité de Contrôle 
Prudentiel et de Résolution and the Autorité des Marchés Financiers. 

http://www.rjcapitalmarkets.com/Disclosures/index
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For institutional clients in the European Economic Area (EEA) outside of the United Kingdom:  This document (and any attachments or 
exhibits hereto) is intended only for EEA institutional clients or others to whom it may lawfully be submitted. 

Proprietary Rights Notice: By accepting a copy of this report, you acknowledge and agree as follows: 

This report is provided to clients of Raymond James only for your personal, noncommercial use. Except as expressly authorized by 
Raymond James, you may not copy, reproduce, transmit, sell, display, distribute, publish, broadcast, circulate, modify, disseminate or 
commercially exploit the information contained in this report, in printed, electronic or any other form, in any manner, without the prior 
express written consent of Raymond James. You also agree not to use the information provided in this report for any unlawful purpose. 

This report and its contents are the property of Raymond James and are protected by applicable copyright, trade secret or other 
intellectual property laws (of the United States and other countries). United States law, 17 U.S.C. Sec.501 et seq, provides for civil and 
criminal penalties for copyright infringement. No copyright claimed in incorporated U.S. government works. 

Additional information is available upon request. This document may not be reprinted without permission. 

RJL is a member of the Canadian Investor Protection Fund. ©2018  Raymond James Ltd. 


