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 Sandstorm Gold Ltd. 
SSL (T-VEN) Cdn$1.44 
Stock Rating: Outperform 

(Unchanged) 
Target: Cdn$1.80 
 (Unchanged) 
Risk Rating: Above Average 

Production at Aurizona Reaches Feasibility 
Levels 

Increased 2011 Gold Sales and Cash Flow 
 (Unchanged) 
Est. Total Return 25%  

HIGHLIGHTS Stock Data:
52-week range (Cdn$) $ 0.64 - $ 1.67
Current Price (Cdn$) $1.44
Bloomberg/Reuters: Canada SSL CV / SSL.TO
(Year-End Dec. 31) 2011e 2012e 2013e
EPS (US$) $0.03 $0.08 $0.09
P/E 45.2x 19.0x 15.6x
CFPS (US$) $0.06 $0.13 $0.16
P/CF 24.5x 10.8x 9.0x
EBITDA (US$ Mln) $17.6 $42.6 $51.2
EV/EBITDA 26.4x 10.9x 9.1x
Production ('000's oz) 18 37 44
Cash Cost (US$/oz) $424 $403 $393
Financial Data: 
Shares Outstanding (mln) 321.6       
Market Capitalization (Cdn$ mln) $463
Fully Diluted (mln) 455.0       
Book Value per Share (Cdn$) $0.41
Price/Book Ratio 3.5x
Net Asset Value per Share (Cdn$) $0.84
Price/NAV 1.7x
Total Debt (Cdn$ mln) $0.0
Total Cash (Cdn$ mln) $5.8  

Industry Rating: Overweight 
(NBF Economics & Strategy Group) 

 Mine Produces 5,018 oz in August 
This morning, Luna Gold Corp. (LGC-TSXV, not rated) 
provided a production update at its 100%-owned Aurizona 
operation. Quarter-to-date, the mine has produced 8,398 oz 
– we were conservatively modelling 10,000 oz for the 
quarter with a steady state of 4,000 oz per month 
throughout Q4 2011. 

 Increased 2011 Production Estimate 
We have increased our modelled production estimate at 
Aurizona to 38,250 oz from 35,250 oz previously – 
increasing SSL’s 17% share of production to 6,500 oz from 
Aurizona (was 6,000 oz). As a result our modelled 2011E 
CF has increased modestly to US$18.9 million or US$0.06 
per share (was US$17.4 million / US$0.05 per share). 

 Aurizona Continues to be Main Driver of Valuation 
SSL’s 17% of production from Luna Gold’s Aurizona mine at 
a cost of US$400/oz accounts for US$109 million or 29% of 
our after-tax NAV. We continue to model a steady increase 
in production at Aurizona to 100,000 oz/year (17,000 oz 
attributable to SSL) by 2014 (compared to LGC guidance of 
100,000 oz/yr by the end of 2012). 

 Valuation Unchanged 
We have maintained our $1.80 target price based on a 
multiple of 18.0x EV/2012E CF - a discount to senior royalty 
companies within our coverage universe and a premium to 
SSL’s operating peer group. At spot gold prices of 
US$1,900/oz, our implied target price would be $2.40 per 
share.  

Stock Performance Company Profile: 
Sandstorm gold is a growth focused junior royalty company 
looking to acquire precious metal production streams from 
advanced stage development projects or operating mines. 
The royalty framework is attractive to investors looking to 
maintain exposure to exploration success, expansion 
possibilities and metal price movements while reducing risks 
typically associated with operating mines. 

 
 

Shane Nagle - (416) 869-7936 
shane.nagle@nbfinancial.com 
 
Associate: 
Craig Thompson - (416) 869-6538 
craig.thompson@nbfinancial.com 

 

 

$0.00

$0.20

$0.40

$0.60

$0.80

$1.00

$1.20

$1.40

$1.60

$1.80

Sep-10 Oct-10 Nov-10 Dec-10 Jan-11 Feb-11 Mar-11 Apr-11 May-11 Jun-11 Jul-11 Aug-11 Sep-11

Sh
ar

e 
Pr

ic
e,

 C
$

0.0

1.0

2.0

3.0

4.0

5.0

6.0

7.0

8.0

9.0

10.0

Vo
lu

m
e,

 M

Price 50-Day 200-Day



  
 
 

Page 2

 

Revisions to NBF’s 2011 Production Estimates 
We have adjusted our 2011 attributable production forecast to 17,500 oz from 17,000 oz 
previously, by modestly increasing our production estimate at Aurizona to 38,250 oz from 
35,250 oz previously. We highlight the production ramp up at Aurizona provided in today’s 
press release with our production estimates at the operation in Figure 1 and highlight the 
revisions to our 2011 sales estimates in Figure 2.  

Apr 2011 May 2011 Jun 2011 July 2011 Aug 2011 Q3 2011E Q4 2011E 2011E 2012E
Processed Ore, tonnes 32,465 82,654 95,416 111,783 144,728 - - - -
Gold Grade, g/t 1.02 1.32 1.31 1.20 1.29 - - - -
Recovery, % 63% 61% 69% 82% 88% - - - -
Gold Produced, oz 671 2,123 2,766 3,380 5,018 12.0 12.4 38 70
Source: Company Reports / NBF Estimates

FIGURE 1: AURIZONA PRODUCTION PROFILE

 

SSL Guidance
Revised Previous Revised

Aurizona Luna Gold - 6,000 6,500
Black Fox Brigus Gold - 6,600 6,600
Santa Elena SilverCrest - 4,000 4,000
Summit Santa Fe Gold - 400 400

14,000 - 17,000 17,000 17,500
Source: Company Reports / NBF

Project Operator

FIGURE 2: NBF ESTIMATES
NBF Estimates

 

Strong Production Growth from Current Portfolio 
Based on production from Sandstorm’s four producing purchase agreements and additional 
production from the Ming Mine (anticipated by Q2 2012), Bachelor Lake (anticipated in Q1 
2013) and Bracemac-McLeod (anticipated Q1 2013), gold sales are expected to increase by 
approximately 175% by 2014. SSL is anticipating over 50,000 oz of gold production 
(compared with our modeled production of 48,000 oz) by 2014 with all seven gold streams in 
operation. With record gold prices, limited exposure to cost inflation and substantial 
production growth; Sandstorm is uniquely positioned to add value moving forward. Our 
modeled production growth is illustrated in Figure 3 highlighting that gold production over the 
next 10 years averages approximately 40,000 oz of annual production at a cost of 
US$400/oz. 

 Source: NBF Estimates

FIGURE 3: NBF GOLD PRODUCTION FORECAST
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Upcoming Catalysts 
2011 

• Commercial production from underground at Black Fox – Q2 2011 
• Exploration results from Santa Elena 
• Updated resource from Aurizona 

2012 
• Potential expansion of Aurizona mill to 100,000 oz/year of production – Luna Gold 

guidance of late 2012 (late 2013 in our model) 
• Full commercial production from Ming Mine – guidance of Q3 2011 (2012 in our 

model) 
• Full commercial production from Summit 
• Full commercial production from Bachelor Lake – 2012 (Q1 2013 in our model) 

2013 
• Possible US$36.6 million payment from Brigus Gold Corp. for 50% of Sandstorm 

Gold’s metal stream – we have included this payment on Jan. 1, 2013, reducing 
SSL’s interest to 6% 

• Commercial production from Bracemac-McLeod 
Other 

• Exploration results from drilling at depth and along strike at Aurizona 
• Exploration results from deep drilling at Black Fox and extending mineralization 

toward Pike River property to the east 
• Additional acquisitions  

Target Price & Rating 
Our $1.80 price target is based on a multiple of 18.0x EV/2012E CF, notably lower than SSL’s 
senior royalty peer group of FNV, RGLD-US and SLW and a premium to junior producers - as 
Sandstorm Gold has lower operating risk, fixed low-cash costs, near-term production growth 
and significant exploration potential. Our 2012E CF is US$43 million or US$0.13 per fully 
diluted share using 2012E gold price of US$1,600/oz. At spot gold prices of US$1,900/oz, 
our implied cash flow for 2012 is US$54 million. Our after-tax NAV is US$379million or $0.84 
per fully diluted share based on our gold price deck (which assumes a long-term gold price of 
US$1,200/oz in 2015 onward).  
 

Base Case Spot
US$ Mln C$ per F/D share C$ per F/D share

Corporate Adjustments
Working Capital $6 $0.01 $0.02
Cash on Dilution $64 $0.14 $0.14
Long Term Debt $0 $0.00 $0.00
LOM Corporate G&A (8%) ($11) ($0.00) ($0.00)

$59 $0.13 $0.13

Project NAV
Aurizona NAV (3%) $109 $0.25 $0.38
Bachelor Lake NAV (5%) $34 $0.08 $0.12
Black Fox NAV (3%) $83 $0.18 $0.23
Ming Mine NAV (5%) $35 $0.08 $0.10
Santa Elena NAV (3%) $39 $0.09 $0.12
Summit NAV (3%) $16 $0.03 $0.05
Bracemac-McLeod NAV (5%) $4 $0.01 $0.02

$320 $0.71 $1.02

Total NAV $379 $0.84 $1.15
Target/NAV 2.1x 1.6x
Price/NAV 1.7x 1.2x

Fully Diluted (F/D) Shares, mln 455.0

Base Case Assumes: US$1525/oz in '11, US$1600 in '12 '13 '14 and US$1200/oz in '15+
Source: NBF Estimates

FIGURE 4: SSL NAV BREAKDOWN
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STOCK RATING Outperform TICKER SSL
TARGET PRICE (C$) $1.80 CURRENT PRICE (C$) $1.44
RETURN TO TARGET 25% 52-WEEK HIGH (C$) $1.67
RISK RATING Above Average 52-WEEK LOW (C$) $0.64
SECTOR RATING Overweight SHARES OUTSTANDING (mln) 321.6

MARKET CAPITALIZATION (C$ mln)
FINANCIAL DATA STOCK CHART

Capital Structure Avg. Strike Price (C$) Shares (mln)
Shares Outstanding 321.6
Options $0.57 13.2
Warrants $0.67 120.3
Fully Diluted Shares 455.0

Balance Sheet US$M US$/sh C$M C$/sh
Current Cash $6.0 $0.02 $5.8 $0.02
F/D Cash Adds $89.4 $0.28 $87.6 $0.27
Working Capital $6.8 $0.02 $6.7 $0.02
Long-term Debt $0.0 $0.00 $0.0 $0.00
Book Value $135.7 $0.42 $133.0 $0.41
Enterprise Value (EV) $465.7 $1.45 $456.4 $1.42

EV = Market Capitalization - Working Capital + Long-term Debt RECENT FINANCINGS / ACQUISITIONS
C$/US$ FX Rate: 0.98

Ownership O/S (M) O/S, % F/D(M) F/D, %
Libra Advisors LLC 24.64 7.7% 24.64 5.4%
Wells Capital Management 15.66 4.9% 15.66 3.4%
Sentry Investments 12.33 3.8% 12.33 2.7%
T. Rowe Price Associates 9.21 2.9% 9.21 2.0% CORPORATE AFTER-TAX NAV SUMMARY AND SENSITIVITY
Management/Insiders* 20.00 6.2% 20.00 6.0%
* Approximate Spot
Financial Forecast 2010A 2011E 2012E 2013E 2014E $800 $1,100 $1,500 $1,760
Realized Gold Price, US$/oz $1,356 $1,526 $1,600 $1,600 $1,600 $59.1 $59.1 $59.1 $59.1
C$/US$ FX Rate $1.04 $0.98 $0.98 $0.98 $0.98 $45.7 $81.0 $128.1 $158.8
Shares O/S, millions 252.6 320.3 321.6 321.6 393.8 $9.4 $24.7 $40.8 $50.8
In US$ million $51.6 $69.0 $88.1 $100.2
Revenue $3.1 $27.2 $59.8 $70.6 $77.4 $1.4 $2.4 $3.9 $4.7
Operating Cost $0.9 $7.5 $15.1 $17.4 $19.1 $21.6 $29.7 $38.4 $43.8
G&A Expense $1.3 $1.7 $1.6 $1.6 $1.6 $16.0 $26.8 $41.3 $50.6
EBITDA ($0.3) $17.6 $42.6 $51.2 $56.2 $6.2 $10.9 $17.3 $21.4
DD&A $0.3 $4.7 $10.1 $11.5 $12.3 $204 $298 $413 $487
Earnings $2.4 $10.2 $24.4 $29.8 $32.9 $0.13 $0.13 $0.13 $0.13
Operating Cash Flow $0.4 $18.9 $43.0 $51.6 $56.6 $0.11 $0.15 $0.19 $0.22
Investment $63.5 $34.2 ($31.6) $0.0 $0.0 $0.44 $0.64 $0.89 $1.05
Proceeds from Equity $57.0 $1.3 $0.0 $0.0 $64.2 3.3x 2.2x 1.6x 1.4x
Proceeds from Debt $0.0 $0.0 $0.0 $0.0 $0.0 4.1x 2.8x 2.0x 1.7x
Debt Repayment $0.0 $0.0 $0.0 $0.0 $0.0 $0.02 $0.03 $0.04 $0.05
Free Cash Flow ($8) ($16) $75 $52 $121 $0.03 $0.05 $0.09 $0.11

EPS, US$ $0.01 $0.03 $0.08 $0.09 $0.08 CONSENSUS ESTIMATE SUMMARY
CFPS, US$ $0.00 $0.06 $0.13 $0.16 $0.14
CFPS Sensitivity, US$ - $0.00 $0.01 $0.01 $0.01 Mean EPS
FCPS, US$ ($0.03) ($0.05) $0.23 $0.16 $0.31 2011 Estimates US$0.04 $0.05 $0.03 $0.07 $0.06

CFPS sensitivity based on a US$50/oz change in gold price. 2012 Estimates US$0.09 $0.10 $0.08 $0.14 $0.09
2013 Estimates US$0.05 $0.05 $0.05 $0.18 $0.10

PRODUCTION PROFILE (SSL ATTRIBUTABLE PRODUCTION)
NBF / CONSENSUS %, EPS %, CFPS

2011E 2012E 2013E 2014E RLOM 2011 Estimates -22% -8% Consensus Target: $1.66
Aurizona, oz 000's 6.5 11.9 12.8 17.0 152.4 2012 Esimates -11% 13% NBF/Consensus: 8%
Bachelor Lake, oz 000's - - 8.0 10.0 65.0 2013 Estimates 85% 15% # Analysts 4
Black Fox, oz 000's 6.6 13.2 8.1 6.6 79.5
Bracemac-McLeod, oz 000's - - 2.0 2.0 11.8 COMPARABLES (CONSENSUS)
Ming, oz 000's - 2.3 3.8 4.0 35.2
Santa Elena, oz 000's 4.0 6.0 7.0 7.0 42.7 Share EV
Summit, oz 000's 0.4 4.0 2.5 1.8 19.8 (C$) (US$B) 2011E 2012E 2011E 2012E
Aurizona, US$/oz $400 $400 $400 $404 $414 Franco Nevada FNV-T $45.31 $5.30 21.1x 18.6x 19.5x 17.1x
Bachelor Lake, US$/oz - - $500 $500 $500 Royal Gold RGLD-US $82.52 $4.45 24.9x 21.7x 24.4x 21.2x
Black Fox, US$/oz $500 $500 $505 $510 $521 Silver Wheaton SLW-T $40.43 $13.79 19.4x 16.1x 18.7x 15.6x
Bracemac-McLeod, US$/oz - - $350 $350 $350 Average 21.8x 18.8x 20.8x 18.0x
Santa Elena, US$/oz $350 $350 $350 $354 $356
Summit, US$/oz $320 $400 $400 $402 $410 Sandstorm Gold TSXV:SSL $1.44 $0.47 24.5x 10.8x 24.7x 10.8x
Total Gold Production, oz 000's 17.5 37.4 44.1 48.4 415
Total Cash Costs, US$/oz Au $424 $403 $393 $395 $405 C$/US$: 0.98

Source: NBF Estimates, Bloomberg, Reuters, Company Data

High / Low, US$

EV/CF

High / Low, US$Mean CFPS
US$0.06
US$0.12

P/CF

Summit NAV (3%), US$M

Ming Mine NAV (5%), US$M
Santa Elena NAV (3%), US$M

Bachelor Lake NAV (5%), US$M
Black Fox NAV (3%), US$M
Bracemac-McLeod NAV (5%), US$M

$463.1

Forecast Gold Price, US$/oz
Corporate Adjustments, US$M

Base Case

FINANCIAL AND OPERATING SUMMARY: SANDSTORM GOLD

$379
$0.13

Jul 13/11 - acq. 17.5% LOM Au production from Bracemac-McLeod for US$5M + US$350/oz
Jan 17/11 - acq. 20% LOM Au production from Bachelor Lake for US$20M + US$500/oz
Oct 19/10 - $57.5M (78.7M units @ $0.73 - 1 unit = 1 share + 1/4 $1.00 warrant exp. Oct 19/15)
Nov 26/10 - Issues 6.9M stock options @ $0.68 / sh, exp. Nov 26/15

Aurizona NAV (3%), US$M $109.3
$34.0

$15.6

$59.1

$82.9

$35.0
$38.7

$4.3

Corporate NAV, US$M

2011E CFPS (F/D), US$
2012E CFPS (F/D), US$

Corporate Adjustments, C$ / F/D share

Target Price / Corporate NAV

Corporate NAV, C$ / F/D share
Current Price / Corporate NAV

Project NAV(3%-5%), C$ / F/D share

US$0.14

Company Ticker

$0.04
$0.09

2.1x

$0.71

1.7x
$0.84
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DISCLOSURES:   
Ratings And What They Mean:   PRIMARY STOCK RATING: NBF has a three-tiered rating system that is relative to the coverage universe of the 
particular analyst. Here is a brief description of each: Outperform – The stock is expected to outperform the analyst’s coverage universe over the next 12 
months;    Sector Perform – The stock is projected to perform in line with the sector over the next 12 months; Underperform – The stock is expected to 
underperform the sector over the next 12 months.    SECONDARY STOCK RATING: Under Review − Our analyst has withdrawn the rating because of 
insufficient information and is awaiting more information and/or clarification; Tender − Our analyst is recommending that investors tender to a specific 
offering for the company’s stock; Restricted − Because of ongoing investment banking transactions or because of other circumstances, NBF policy and/or 
laws or regulations preclude our analyst from rating a company’s stock.   INDUSTRY RATING: NBF has an Industry Weighting system that reflects the view 
of our Economics & Strategy Group, using its sector rotation strategy. The three tiered system rates industries as Overweight, Market Weight and 
Underweight, depending on the sector’s projected performance against broader market averages over the next 12 months.    RISK RATING: NBF utilizes 
a four-tiered risk rating system, Low, Average, Above Average and Speculative. The system attempts to evaluate risk against the overall market. In 
addition to sector-specific criteria, analysts also utilize quantitative and qualitative criteria in choosing a rating. The criteria include predictability of financial 
results, share price volatility, credit ratings, share liquidity and balance sheet quality. 
General – National Bank Financial (NBF) is an indirect wholly owned subsidiary of National Bank of Canada. National Bank of Canada is a public company 
listed on Canadian stock exchanges. 
The particulars contained herein were obtained from sources which we believe to be reliable but are not guaranteed by us and may be incomplete. The 
opinions expressed are based upon our analysis and interpretation of these particulars and are not to be construed as a solicitation or offer to buy or sell 
the securities mentioned herein.  
Research Analysts – The Research Analyst(s) who prepare these reports certify that their respective report accurately reflects his or her personal opinion and that 
no part of his/her compensation was, is, or will be directly or indirectly related to the specific recommendations or views as to the securities or companies. 
NBF compensates its Research Analysts from a variety of sources. The Research Department is a cost centre and is funded by the business activities of 
NBF including, Institutional Equity Sales and Trading, Retail Sales, the correspondent clearing business, and Corporate and Investment Banking. Since 
the revenues from these businesses vary, the funds for research compensation vary. No one-business line has a greater influence than any other for 
Research Analyst compensation. 
Canadian Residents – In respect of the distribution of this report in Canada, NBF accepts responsibility for its contents. To make further inquiry related to 
this report, Canadian residents should contact their NBF professional representative. To effect any transaction, Canadian residents should contact their 
NBF Investment advisor.    
U.S. Residents – With respect to the distribution of this report in the United States of America, NBF Securities (USA) Corp., an affiliate of NBF, accepts 
responsibility for its contents, subject to any terms set out above. To make further inquiry related to this report, United States residents should contact their 
NBF Securities (USA) Corp. professional representative. To effect any transaction, United States residents should contact their NBF Securities (USA) Corp. 
investment advisor. 
UK Residents – In respect of the distribution of this report to UK residents, NBF has approved this financial promotion for the purposes of Section 21(1) of 
the Financial Services and Markets Act 2000. NBF and/or its parent and/or any companies within or affiliates of the National Bank of Canada group and/or 
any of their directors, officers and employees may have or may have had interests or long or short positions in, and may at any time make purchases and/or 
sales as principal or agent, or may act or may have acted as market maker in the relevant securities or related financial instruments discussed in this report, 
or may act or have acted as investment and/or commercial banker with respect thereto. The value of investments can go down as well as up. Past 
performance will not necessarily be repeated in the future. The investments contained in this report are not available to private customers. This report does 
not constitute or form part of any offer for sale or subscription of or solicitation of any offer to buy or subscribe for the securities described herein nor shall 
it or any part of it form the basis of or be relied on in connection with any contract or commitment whatsoever. 
This information is only for distribution to non-private customers in the United Kingdom within the meaning of the rules of the Regulated by the Financial 
Services Authority.  
Copyright – This report may not be reproduced in whole or in part, or further distributed or published or referred to in any manner whatsoever, nor may the 
information, opinions or conclusions contained in it be referred to without in each case the prior express written consent of National Bank Financial. 

NBF is a member of the Canadian Investor Protection Fund. 
 
NBF quarterly ratings summary and the total ratings by month can be found on our website under Research and Analysis/Equities/About NBF 
Research/Quarterly Ratings Summary (link attached) http://www.nbcn.ca/cmst/site/index.jhtml?navid=803&templateID=249 
The NBF Research Dissemination Policy is available on our website under Legal/Research Policy (link attached) 
http://www.nbcn.ca/cmst/site/index.jhtml?navid=712&templateid=243 
 
Sandstorm Gold Ltd. (SSL) - ADDITIONAL COMPANY RELATED DISCLOSURES  
If a company specific disclosure is not found herein for a listed company, NBF at this time does not provide research coverage or stock rating for the 
company in question 
In the past 12 months NBF has not acted as financial advisor, fiscal agent or underwriter for the company that is the subject of this report. NBF may act in 
such a capacity in the future and receive, or expect to receive, compensation for such activities. 
NBF is an indirect wholly owned subsidiary of the National Bank of Canada. From time to time the National Bank of Canada may enter into lending or 
financial arrangements with companies that are the subject of NBF Research Reports. At the date of this report, National Bank of Canada is not a lender to 
the company which is the subject of this report. 
NBF and/or its Affiliates may have a position in the securities mentioned herein and may make purchases and/or sales of these securities from time to time 
in the open market or otherwise. On the last day of the month preceding the date of this report, NBF and its Affiliates held in the aggregate less than 1%  of 
the outstanding shares (of any class of equity securities) of this issuer. (10) 


