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Nears a Transformative Milestone: Approaching Commercial Gold 
Production  
 

BUY 
Current Price: $0.92 
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* Qualified Person: Scott E. Wilson, CPG, President of RDA, Independent Consultant. Denarius Metals Corp. has paid 
FRC a fee for research coverage and distribution of reports. See last page for other important disclosures, rating, 
and risk definitions. All figures are in US$, except for share price, fair value estimates, and MCAP data. 

 

Highlights 
➢ Strong Project Economics: Shares are up 84% since our previous report in 

November 2025. DMET has completed an independent economic assessment 
(PEA) on its Zancudo gold-silver mine in Colombia. Based on an 11-year mine 
life, the study returned an after-tax NPV5% of $324M, assuming gold and silver 
prices of $4,000/oz (spot: $4,705/oz), and $50/oz (spot: $72/oz), respectively. 
DMET is trading at just 43% of NPV, suggesting the market is undervaluing 
the project, and entirely discounting the company’s other assets. We 
believe the study was conservative, covering only 60% of total resources. 

➢ Early Production Stage:   The project is in early production, and selling 
unprocessed crushed ore to Trafigura, a global commodity trading firm. The 
company has approval to build a 1,000 tpd processing plant, expected to be 
completed by Q3-2026, at which point the mine will reach full production. 
Potential annual output is 40–50 koz of gold, and approximately 200 Koz of 
silver, classifying it as a mid-sized gold producer. The project is mostly funded, 
with only $11M in remaining CAPEX needed to advance to production. 

➢ Attractive Valuation: We estimate $39M in revenue for 2026, based on 
DMET’s production guidance of 10 koz gold, and 40 koz silver. DMET is trading 
at 0.87x our stabilized revenue estimate for Zancudo vs the sector average of 
1.81x, a 52% discount. 

➢ Gold Market Tailwinds: Although gold has pulled back from historic highs, it 
is up 60% YoY. We maintain a positive outlook, supported by safe-haven 
demand amid geopolitical uncertainty, and projected inflation-driven US$ 
weakness. 

➢ Upcoming Catalysts: Key catalysts include drilling, commercial production at 
Zancudo, and advancement of the Aguablanca project toward production next 
year. 

 YTD 12M 

DMET 15% 96% 

TSXV -3% 70% 
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Portfolio of four 
polymetallic projects, 

led by Zancudo in 
early production, 

with full commercial 
production expected 

by Q3-2026, and 
Aguablanca 

positioned to begin 
production in 2027 

 
 

 
 
 
 
 
 
 
 
 
 
 
 

Combined resources 
of 3.44 Moz AuEq 

(gold equivalent) or 
3.21 Blbs CuEq 

(copper equivalent) 
across four projects 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Portfolio Summary 

 
 

 
*All equivalent figures were calculated by FRC 
 

 
Source: Company 

 
The following sections provide the latest updates on the two most advanced-stage 
assets, Zancudo and Aguablanca. 
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The processing rate 

and mine life used in 
the 2026 PEA are 
largely unchanged 

from the 2023 PEA 
 
 

However, production 
estimates were 

lowered due to lower 
grades, per the 
latest resource 

estimate published 
in late 2025 

 
 

Annual gold output 
cut to 40–50 koz, 

from 50–60 koz 
 
  

 Production value 
split – gold 94%, 

silver 6% 
 
  

 The long-term gold 
price used was 22% 

higher, but cash 
costs rose 33% due 
to lower grades, and 

higher gold prices 
 

  
Estimated cash 

costs of $2,448/oz 
are high vs peers, 
but with ~50% of 

costs, including 
contractor fees and 

royalties, tied to gold 
prices, operating 

margins (~40%) are 
expected to remain 

relatively stable, 
even if gold prices 

fluctuate 
 

Given all the 
changes, after-tax 

NPV increased 57% 
to $324M 

 

Zancudo Gold-Silver Project, Colombia (100% interest) 
 

PEA Results (2023 vs 2026) 

 
*Concentrates produced from the processing of mineralized material are sold to Trafigura, a 
global commodity trading firm, which will pay DMET 86% to 90% of contained gold, and 35% to 
45% of contained silver, depending on concentrate grades. 

Source: Company / FRC 
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We believe the study 
was conservative, 
accounting for just 

60% of total 
resources 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
30 km southwest of 

Medellin 
 
 
 
 

The project hosts a 
high-grade gold-

silver system (3.5 
km strike length x 

0.4 km depth), and 
the historic 

Independencia gold 
mine 

 
 
 
 

Excellent 
infrastructure, 

including 
underground mine 

access, connection 
to the national power 

grid, and water 
supply 

 
 
 
 
 

 
Source: Company / FRC 

 
The project is in early production, focused on mining and crushing, with 
processing yet to commence. From June 2025 to December 2025, the company 
delivered 2,092 tonnes of ore, containing 532 oz of gold, and 15 Koz of silver, 
generating $1.66M in revenue, and $0.55M in gross profit. DME expects to start 
producing concentrates, and reach full production by Q3-2026, once its approved 
1,000 tpd processing plant is fully built, and operational. 
 

Project Location 

 
Source: Company 
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Plant commissioning 
targeted for Q3-2026 
 

We estimate $39M 
in revenue for 2026, 

given DMET’s 
production guidance 

of 10 koz gold, and 
40 koz silver 

 
We estimate 

stabilized annual 
revenue of $160M, 

based on 45 koz 
gold at $3,500/oz, 

and 200 koz silver at 
$35/oz by 2028 

 
 
 
 
 
 
 
 

 
The deposit remains 

open in all 
directions, meaning 
there is potential for 

further expansion 
 
 
 
 
 
 

 Commencing a 
15,000 m drill 

program this month 
 

 
 
 
 
 
 
 
 
 
 
 
 

Proposed Processing Plant  

 
 

Key Targets 

 
Source: Company 
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Drilling will focus on 
Brisas, and El 

Castaño, to 
potentially upgrade 
inferred resources 
(lower-confidence 
category), extend 

gold veins at 
Independencia, and 

explore Manto 
Antiguo and Mani 

 
 
 
 
 
 
 
 
 
 

 
 
 

 
The joint venture 

that owns the project 
has so far raised 

$7M of $30.5M in 
debt financing 

needed to restart 
production by H1-

2027 
 
 

Recognized as a 
“Strategic project” by 

the European 
Commission 

 
 

This project hosts 
the only known 

nickel-copper 
deposit in Spain 

 
 
 
 
 
 

Key Targets 

 
Source: Company 

 

Aguablanca Polymetallic Project (22% interest, operator), Spain 
The Aguablanca project, which operated as an open-pit nickel-copper mine from 
2005 to 2015, is planned to restart as an underground mine. It benefits from an 
existing 5,000 tpd processing plant, located 88 km from the company's Lomero 
project, with the capacity to process material from future Lomero operations. 
 

Project Location 

 
Source: Company 
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Fully permitted to re-

start operations 
 
 
The well-maintained 
5,000 tpd processing 

plant allows 
production to restart 
with a relatively low 

initial CAPEX of 
$25M  

 
 
 
 
 
 
 
 

 
A PFS completed in 

2024 assumed the 
project would use 

50% of the 
processing plant’s 

capacity, reserving 
the rest for Lomero  

 
 
 
 
 
 
AT-NPV5% of $83M, 
and a very high AT-
IRR of 213%, using 

$7.30/lb Ni (spot: 
$7.84/lb), and 

$3.50/lb Cu (spot: 
$5.56/lb Cu) 

 
 
 
 
 
 
 
 
 
 
 

Processing Plant 

 
 

Pre-Feasibility Study 

 
Source: Company 
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Advancing all four 
projects 

simultaneously 
 
 
 
 
 
 

 
 

We estimate the 
company has $19M 

in cash, with $25M in 
convertible 
debentures 

(principal) 
outstanding 

 
 

Can raise up to 
$34M from in-the-

money options, and 
warrants 

 
 

 
We will start 

presenting our 
revenue and EPS 

estimates once 
commercial 

production is 
achieved 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Upcoming Catalysts 
 
• Zancudo: 2026 drilling; commercial operations by Q3-2026. 
• Aguablanca: Plant restart, dewatering, and underground mine preparation 

underway, targeting H1 2027 production. 
• Lomero: PEA to be finalized this year, followed by resource expansion drilling. 
• Toral: Upgrade from exploration permit to mining license expected in H2-2026; 

PEA to follow 
 

Financials 
 

 
 

 
Source: FRC / Company 

 
 
 
 
 
 
 
 
 
 

 
 

https://www.researchfrc.com/top-picks


Equity Research 
Page 9 of 13 

 
 

 

 
 

 
With DMET nearing 

commercial 
production, we are 

beginning to 
compare it with 

junior gold 
producers, instead of 

exploration and 
development 

companies 
 
 
 

DMET is trading at 
0.87x our stabilized 

revenue estimate for 
Zancudo vs the 

sector average of 
1.81x, a 52% 

discount 
 
 
 

Applying the sector 
average, we arrive at 

a comparable 
valuation of 

$1.63/share vs 
$1.13/share, when 

valued as an 
exploration & 
development 

company 
 
 

 
 
 

 
Our DCF (NAV) 

valuation fell from 
$2.20/share to 

$1.96/share, mainly 
due to share dilution, 

partly offset by 
higher metal price 

forecasts  
 
 

 
 

FRC Comparables Valuation   
(All figures are in C$, unless otherwise stated) 

 

 
Source: FRC/S&P Capital IQ/Various 

  

FRC DCF Valuation   
 

 
Source: FRC 
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These tables 

summarize our 
valuation on each 

project 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 
 

 

 
Source: FRC 
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The average of our 
DCF and 

comparables 
valuations is 

$1.79/share, up from 
$1.66/share, driven 

by a higher 
comparables 

valuation, partially 
offset by a lower 

DCF valuation 
 
 
 
 
 
 
 
  

Our valuation 
remains highly 

sensitive to metal 
prices  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Valuation Sensitivity 
 

 
Source: FRC 

 
We are reiterating our BUY rating, and raising our fair value estimate from $1.66 
to $1.79/share (the average of our DCF and comparables valuations). We believe 
DMET offers a compelling combination of strong project economics, early 
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As the company 

nears commercial 
production, we 
reduce our risk 

rating from 5 to 4 
(Speculative) 

 

 
 
 
 
 
 
 
 

production upside, and attractive valuation, trading at a 52% discount to sector 
peers. 
 

Risks  
 
➢ Commodity prices 
➢ Exploration, development, and permitting 
➢ FOREX 
➢ No guarantee that the company will be able to advance all of its projects 

simultaneously 
➢ Access to capital and potential for share dilution 
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Fundamental Research Corp.  Equity Rating Scale (ratings are not a recommendation to acquire, dispose of, or take no action regarding a 
security; the definitions of our ratings are explained below): 
Buy – Fair value is 12% above the current market price; or risk and reward is favorable  
Hold – Fair value is between 5% to 12% above the current market price 
Sell – Fair value is 5% above, or less, than the current market value; or risk and reward is unfavorable 
Suspended or Rating N/A— Coverage and ratings suspended until more information can be obtained from the company regarding recent events. 
 
Fundamental Research Corp.  Risk Rating Scale: 
1 (Low Risk) - The company operates in an industry where it has a strong position (for example a monopoly, high market share etc.) or operates in a 
regulated industry.  The future outlook is stable or positive for the industry.  The company generates positive free cash flow and has a history of profitability.  
The capital structure is conservative with little or no debt. 
2 (Below Average Risk) - The company operates in an industry where the fundamentals and outlook are positive.  The industry and company are relatively 
less sensitive to systematic risk than companies with a Risk Rating of 3.  The company has a history of profitability and has demonstrated its ability to 
generate positive free cash flows (though current free cash flow may be negative due to capital investment).  The company’s capital structure is conservative 
with little to modest use of debt. 
3 (Average Risk) - The company operates in an industry that has average sensitivity to systematic risk.  The industry may be cyclical.  Profits and cash 
flow are sensitive to economic factors although the company has demonstrated its ability to generate positive earnings and cash flow.  Debt use is in line 
with industry averages, and coverage ratios are sufficient. 
4 (Speculative) - The company has little or no history of generating earnings or cash flow.  Debt use is higher.  These companies may be in start-up mode 
or in a turnaround situation.  These companies should be considered speculative. 
5 (Highly Speculative) - The company has no history of generating earnings or cash flow.  They may operate in a new industry with new, and unproven 
products.  Products may be at the development stage, testing, or seeking regulatory approval.  These companies may run into liquidity issues and may rely 
on external funding.  These stocks are considered highly speculative. 
 
Definition of FRC’s Fair Value Estimate – Our fair value estimate is the theoretical value of the company’s equity using widely accepted methods of 
valuation such as discount cash flow or comparables.  IT IS NOT A TARGET PRICE or PREDICTION OF THE FUTURE STOCK PRICE. 
 
Disclaimers and Disclosure 
Analyst Certification:  The views expressed in this report accurately reflect the personal views of the analyst, and no part of their compensation was, is, or will be 
directly or indirectly related to the specific recommendation or views expressed.    
 
Any “forward looking statements” are our best estimates and opinions based upon information that is publicly available and that we believe to be correct, but we have 
not independently verified with respect to truth or correctness. There is no guarantee that our forecasts will materialize.   Actual results will likely vary.   The analyst 
and Fundamental Research Corp.  “FRC” does not own any shares of the subject company, does not make a market or offer shares for sale of the subject company, 
and does not have any investment banking business with the subject company. Fees ranging between $20,000 and $25,000 have been paid to FRC by Denarius 
Metals Corp. to commission this report, research coverage, and distribution of reports. This fee creates a potential conflict of interest which readers should 
consider. FRC takes steps to mitigate conflicts including setting fees in advance and utilizing analysts who must abide by CFA Institute Code of Ethics and Standards 
of Professional Conduct. Additionally, analysts may not trade in any security under coverage.  Our full editorial control of all research, timing of release of the reports, 
and release of liability for negative reports are protected contractually.  The issuer has agreed to a minimum coverage term and coverage cannot be unilaterally 
terminated.   Distribution procedure:  our reports are distributed first to our web-based subscribers on the date shown on this report then made available to delayed 
access users through various other channels for a limited time.   
 
The distribution of FRC’s ratings are as follows:  BUY (72%), HOLD (3%), SELL / SUSPEND (25%). 
 
This report contains "forward looking" statements.   Forward-looking statements regarding the Company and/or stock’s performance inherently involve risks and 
uncertainties that could cause actual results to differ from such forward-looking statements.  Factors that would cause or contribute to such differences include, but 
are not limited to, continued acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of the Company's new product 
lines/services; competitive factors; new product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other 
risks discussed in the Company's periodic report filings, including interim reports, annual reports, and annual information forms filed with the various securities 
regulators.  By making these forward-looking statements, Fundamental Research Corp.  and the analyst/author of this report undertakes no obligation to update these 
statements for revisions or changes after the date of this report.   A report initiating coverage will most often be updated quarterly while a report issuing a rating may 
have no further or less frequent updates because the subject company is likely to be in earlier stages where nothing material may occur quarter to quarter.    
 
Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING THIS 
INFORMATION AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE.   ANYONE USING THIS REPORT ASSUMES 
FULL RESPONSIBILITY FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO.    ALWAYS TALK TO YOUR 
FINANCIAL ADVISOR BEFORE YOU INVEST.   WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO DEPENDS ON ONE’S RISK TOLERANCE, 
OBJECTIVES, SITUATION, RETURN ON OTHER ASSETS, ETC.   ONLY YOUR INVESTMENT ADVISOR WHO KNOWS YOUR UNIQUE CIRCUMSTANCES CAN 
MAKE A PROPER RECOMMENDATION AS TO THE MERIT OF ANY PARTICULAR SECURITY FOR INCLUSION IN YOUR PORTFOLIO.    This REPORT is solely 
for informative purposes and is not a solicitation or an offer to buy or sell any security.  It is not intended as being a complete description of the company, industry, 
securities or developments referred to in the material.  Any forecasts contained in this report were independently prepared unless otherwise stated and HAVE NOT 
BEEN endorsed by the Management of the company which is the subject of this report.  Additional information is available upon request.   THIS REPORT IS 
COPYRIGHT.   YOU MAY NOT REDISTRIBUTE THIS REPORT WITHOUT OUR PERMISSION.   Please give proper credit, including citing Fundamental Research 
Corp and/or the analyst, when quoting information from this report. 
 
The information contained in this report is intended to be viewed only in jurisdictions where it may be legally viewed and is not intended for use by any person or entity 
in any jurisdiction where such use would be contrary to local regulations or which would require any registration requirement within such jurisdiction. 
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