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Pan American Silver

Consistent growth at higher costs

Pan American Silver (PAAS) provided an update on its FY23 operational
performance and FY24 guidance. While total silver production came in
below guidance at 20.4Moz and gold output of 883koz was within
guidance, the main highlight of the results was the record Q4 gold sales of
270koz (FY23 894koz). FY24 production expectations for gold and silver
are broadly in line with FY23 guidance ranges, while costs are seen
growing further. Despite our expectations of near-term cost normalisation,
industry cost pressures remain visible. We have therefore pared down our
valuation of PAAS from US$23.5/share to US$22.0 on more conservative
cost forecasts and reduced production projections, which is partly offset
by our slightly more favourable commodity price assumptions.

Year Revenue EBITDA EPS* DPS  EV/EBITDA Yield
end (US$m) (US$m) (US$) (US$) (x) (%)
1221 16328 593.2 0.75 0.34 9.4 2.4
12122 1,494.7 2720 (0.54) 0.45 204 32
12123¢ 2,3305 6794 0.21 0.41 82 2.9
12124e 2,5325 734.1 0.18 0.40 76 2.9

Note: *EPS excludes exceptional items.

FY23 operational results: Good sales momentum

FY23 silver production came in below guidance at 20.4Moz (21-23Moz), with weaker
than expected performances at La Colorada and El Penon mainly responsible for the
shortfall. Gold output of 883koz was within the earlier guidance (870—970koz).
Despite the somewhat subdued production results, quarterly sales numbers were
robust, exceeding output in both segments. PAAS achieved record gold sales of
270koz in Q4 (+11% g-o0-q), which, coupled with the favourable gold pricing, points to
a strong end to the financial year, potentially offsetting weakness in silver production.

FY24 guidance: Higher production... and costs

PAAS guides FY24 silver and gold production of 21-23Moz and 880—1,000koz,
which, taking into account full year contributions from the Yamana assets, imply
only moderate growth compared to FY23. In the silver segment, the key driver is
expected to be the recovery at La Colorada. Contrary to our expectations of some
cost normalisation, industry cost pressures continue to persist. PAAS expects 3—-7%
cost escalation in FY24, resulting in cash cost guidance of US$11.7—14.1/o0z for
silver and US$1,165-1,260/0z for gold. The cost situation faced by the company is
not unique, with the majority of peers that have so far published their FY24 cost
expectations reporting similar or higher cost inflation.

Valuation: Gold price remains supportive

We have revised our valuation of PAAS to US$22.0/share due to lower production
and somewhat higher cost forecasts. At the same time, we have adjusted upwards
our FY24 gold price assumption to bring it in line with consensus of US$1,987/0z.
Our FY23e EBITDA is largely unchanged at US$679m, but we now expect a more
modest improvement in FY24 to US$734m. The gold price remains an important
driver for PAAS and the current confluence of factors such as falling interest rates
and geopolitical uncertainty bode well for the commodity price and the stock.
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Q4/FY23 operational results: Strong sales momentum

FY23 silver production of 20.4Moz was below guidance of 21-23Moz and our estimate of 21.4Moz,
with the Q4 number coming in at 4.8Moz, ¢ 15% lower than Q323. That said, Q4 silver sales
exceeded production by ¢ 3%. The company has not provided any specific reason for the
production shortfall, however we note the weak performance of the La Colorada mine, which saw a
20% g-o-q drop in silver output. In the same vein, Cerro Moro has seen a further sequential drop in
quarterly silver production to 886koz (Q3 1,265koz). We believe the latter could be attributed to the
grade normalisation, which saw a gradual reduction over the course of the year and is likely to fall
further in FY24. With Cerro Moro’s proven and probable silver grade of 276g/t (measured and
indicated 340g/t), as per PAAS's latest mineral resource statement, grades of around 500g/t
achieved by Yamana in 2022 could be viewed as high-grading and were not sustainable.

The main highlight of the FY23 operational results was the strong gold production and sales. While
the full year gold output of 883koz was within the earlier guidance range, PAAS achieved a 10%
g-0-q increase in production and an 11% g-o-q increase in sales in Q423. Given that gold now
contributes more than 70% to the company’s revenue, impressive gold sales coupled with
favourable gold prices (Q4 realised price of US$1,980/0z) point to a strong end to the financial year
and should offset weakness in silver production.

Exhibit 1: Q123 and FY23 production and sales performance, koz

Q123 Q223 Q323 Q423 FY23 FY23 guidance
Silver production 3,893 6,023 5,687 4,835 20,437 21-23Moz
Silver sales 4,446 5,719 5,827 4,959 20,951
Gold production 123 248 244 268 883 870-970
Gold sales 133 246 244 270 894

Source: PAAS

FY24 guidance: Modestly higher production and costs

PAAS expects FY24 silver and gold production of 21-23Moz and 880-1,000koz, which imply
moderate growth compared to FY23. Apart from the effect of full consolidation of the Yamana
assets, the key driver behind production in the silver segment this year is expected to be the
anticipated recovery at the La Colorada mine, where PAAS guides higher average grades and
throughput as a result of the completion of a new ventilation system in mid-2024. In the gold
segment, Jacobina should continue to be the top performer, producing 185-203koz, albeit at higher
costs compared to FY23, while the company’s other main gold mines are likely to perform broadly
in line with FY23.

PAAS expects cost pressures to continue in FY24, anticipating average consolidated cost inflation
of 3-7% y-o-y, mainly relating to wages. At mid-ranges, FY24 cash cost guidance implies 8% and
11% increases for the silver and gold segments compared to the top end of the FY23 guidance
(US$12.0/0z and US$1,100/0z, respectively). Despite an anticipated increase in costs, the
company remains highly cost competitive within the broader industry context for both metals. PAAS
is also guiding FY24 total capital expenditure of US$375-395m, including US$80-85m in project
capital (mainly Skarn and Huaron), as well as guiding for G&A of US$70-75m and a visible
reduction in care and maintenance costs to US$25-30m (FY23e US$84m).

The company’s FY24 guidance is based on assumed gold and silver prices of US$1,950/0z and
US$23.5/0z and reflects the following main exchange rates: US$/MXN17.5 and US$/C$1.36.
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Exhibit 2: PAAS FY24 production and cost guidance

Silver, Moz Gold, koz Cash cost, US$/oz AISC, US$/oz
Silver segment 14.9-16.1 95-117 11.7-141 16.0-18.5
Gold segment 6.1-6.9 785-883 1,165-1,260 1,475-1,575
Total 21.0-23.0 880-1,000

Source: PAAS

The cost situation faced by the company is similar to other precious metals producers. The majority
of companies that have so far provided FY24 guidance expect further noticeable cost escalation in
2024. In addition to technical factors, it is driven by stronger currencies (the Mexican peso, in
particular) and general cost inflation. Exhibit 3 shows FY24 cost guidance for selected gold and
silver companies. While costs are reported on a different basis and may not be directly comparable
in absolute terms, we note an anticipated average 26% increase in FY24 cash costs at First
Majestic and Endeavour Silver, two independent silver producers. Gold producers appear to expect
cost increases of lower magnitude.

Exhibit 3: FY24 cost guidance* for selected precious metals companies

Market cap FY24 guidance, US$/oz FY23 guidance, US$/oz
Cash cost AISC Cash cost AISC
First Majestic Silver C$1,820m 13.7-14.5 18.6-19.9 12.3-12.7 17.2-17.7
Endeavour Silver C$492m 14.0-15.0 22.0-23.0 10.0-11.0 19.0-20.0
Lundin Gold C$3,480m 680-740 820-890 650-700 820-870
Alamos Gold** C$6,490m 825-875  1,125-1175 675-775 975-1,075
Hochschild Mining £447m N/A  1,510-1,550 N/A  1,490-1,580

Source: Company data. *Note that some of the companies report costs on a gold or silver equivalent basis,
which make them incomparable in absolute terms; **Alamos Gold FY23 guidance is previous FY24 guidance.
Priced at 19 January.

Valuation and earnings update: Supportive gold price

We pared back our DCF based valuation of PAAS from US$23.5/share to US$22.0 mainly due to
our lower near-term production expectations and more conservative view on costs in line with the
company'’s guidance, as our expectation of some moderate cost normalisation is now unlikely to
materialise in FY24. Our revised FY24 silver segment cash cost now stands at US$12.4/0z (FY23e
US$12.7/0z and guidance of US$11.7—14.1/0z) on production of 22.3Moz (24.5Moz before) and our
gold segment cash cost forecast is US$1,225/0z (FY23e US$1,107/0z and guidance of US$1,165—
1,260/0z) on 958koz output (from 1,044koz).

On the plus side, commodity prices remain supportive, with some forecasters expecting the gold
price to hit US$2,300/0z in 2025 fuelled by interest rates cuts, central banks’ continued buying and
geopolitical uncertainty. For now, we set our FY24 gold price assumption in line with Reuters
consensus of US$1,987/0z, leaving our longer-term expectations intact. For silver, our FY24 price
remains unchanged at US$23.5/0z, while we increase our FY25 assumption to US$25.0/0z (from
US$24.0/0z) as we expect economic recovery and elevated costs to support prices in the medium
term. In its latest update as of November 2023, the Silver Institute estimated that global silver
demand fell ¢ 10% to 1,143Moz in 2023, with the biggest drop seen in jewellery and silver
investment. At the same time, industrial consumption remained robust, demonstrating a 49Moz

(c 10%) increase compared to 2022. The electrical and electronics segment continues to drive
industrial demand, with the share of photovoltaics (PV) in industrial applications reaching ¢ 30%
compared to just ¢ 20% in 2021. We expect PV installations, in particular in China, to continue
driving industrial silver demand.

Taking all the above into account, we have lowered our FY24 revenue and EBITDA estimates to
US$2,533m (from US$2,644m) and US$734m (US$905m). The drop in our EBITDA forecast is
mainly a result of lower production and higher costs assumptions partly offset by more favourable
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gold pricing. Our FY23 EBITDA estimate of US$679m remains broadly unchanged and we expect a
relatively strong end to the year on the back of the impressive gold sales numbers.

Finally, our capital cost estimate for FY24 now stands at US$374m (vs FY23e of US$366m) and is
at the lower end of the company’s guidance. We note some flexibility in the project capital spend
subject to market conditions and historical evidence of lower spend compared to initial guidance.

PAAS will release its FY23 financial results, in particular providing detailed cost data at the mine
level, on 21 February; we are planning to revisit our near-term estimates after that.
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Exhibit 4: Financial summary

Year end 31 December
INCOME STATEMENT
Revenue

Cash production costs
DDA

Royalties

Gross Profit

G&A

Other operating costs
Operating profit (before amort. and excepts.)
EBITDA

Other operating expenses
Exceptionals

Reported operating profit
Net Interest and other finance expense
Profit Before Tax (norm)
Investment income (loss)
Profit Before Tax (reported)
Reported tax

Profit After Tax (norm)
Profit After Tax (reported)
Minority interests

Net income (normalised)
Net income (reported)

Average Number of Shares Outstanding (m)
EPS - basic normalised ($)

EPS - normalised fully diluted ($)

EPS - basic reported ($)

Dividend ($)

BALANCE SHEET
Fixed Assets
Tangible assets
Investments

Other

Current Assets
Inventories
Receivables

Cash

ST investments
Other

Current Liabilities
Creditors

Short term borrowings and leases
Other

Long Term Liabilities
LT debt and leases
Other long term liabilities
Net Assets

Minority interests
Shareholders' equity

CASH FLOW

Operating Cash Flow

D&A, exceptionals, other

Working capital movement

Tax

Net Interest

Net operating cash flow

Capex

Acquisitions/disposals

Equity financing

Dividends

Other

Net Cash Flow

Opening net debt/(cash), including ST investments
FX and other

Closing net debt/(cash), including ST investments

Closing net debt/(cash), excluding ST investments

$'m 2020
IFRS

1,338.8
(696.7)
(254.5)
(27.5)
360.2
(36.4)
(109.2)
2146
469.1
(5.5)
0.0
209.1
(20.1)
189.0
63.0
252.0
(75.6)
1134
1765
(1.4)
114.9
1779

210
0.55
0.55
0.85
0.22

1765
2805
97.0
(816)
(10.0)
462.3
(178.6)
25
47
(46.2)
50.1
3238
779
(0.5)
(2455)
(133.5)

Source: Pan American Silver accounts, Edison Investment Research
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2021
IFRS

1,632.8
(925.5)
(303.0)
(36.4)
367.9
(34.9)
(42.9)
290.2
593.2
307
0.0
3209
(16.2)
304.7
(59.7)
2450
(146.4)
1583
98.6
11
1572
974

210
0.75
0.75
0.46
0.34

2,517.4

98.6
498.9
(71.1)

(129.2)

.1)

392.1
(243.5)
4538

(71.5)
23)
1212
(245.5)
(173
(289.4
(2377

2022
IFRS

14947
(1,094.4)
(316.0)
(35.9)
484
(29.0)
(63.5)
(44.1)
272.0
(6.4)
2118)
(262.3)
(22.5)
(73.0)
(16.2)
(301.0)
(39.1)
(112.1)
)

2,444.4
2,206.4
1212
96.6
804.4
4716
1366
107.0
353
538
(380.8)
(308.1)
(27.3)
(45.5)
(666.0)
(199.5)
(466.5)
2,201.6
(6.1)
21955

(340.1)
555.2
(42.0)

(137.8)

(34)
319
(274.7)
87
0.9
(94.7)
200

(307.9)

(289.4)
(66.0)

845
119.9

2023e
IFRS

2,330.5
(1,474.8)
(508.0)
(49.5)
2982
(60.0)
(99.1)
1713
6794
272
(67.4)
98.9
(93.9)
104.7
(8.8)
3.7)
(382)
66.5
(419)
(1.3)
67.8
(40.6)

326
0.21
0.21

(0.12)
0.41

6,018.2
5,845.8
0.0
1724
14704
7119
156.4
3245
385
239.1
(649.8)
(483.9)
(54.4)
(111.5)
(1,959.9)
(754.7)
(1,205.2)
48789
(58.8)
4,820.1

(419)
651.1
28
(158.2)
(38.6)
4153
(366.1)
716.8
0.0
(133.6)
(11.5)
620.9
845
(982.5)
446.1
4846

2024e
IFRS

2,532.5
(1,633.6)
(530.5)
(53.9)
3146
(72.0)
(39.0)
2036
734.1
15.0

2186
(94.7)
1239
0.0
1239
(55.8)
68.2
68.2
08
67.4
674

364
0.18
0.18
0.18
0.40

5,861.2
5,688.8
0.0
1724
1,563.8
760.8
156.1
369.3
385
239.1
(694.0)
(528.1)
(54.4)
(111.5)
(1,929.5)
(769.3)
(1,160.2)
48015
(59.6)
47419

68.2
680.9
(4.4)
(98.8)
(56.8)
589.1
(373.5)
0.0
0.0
(145.8)
(25.0)
448
446.1
(14.6)
416.0
4545
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This report has been commissioned by Pan American Silver and prepared and issued by Edison, in consideration of a fee payable by Pan American Silver. Edison Investment Research standard fees are £60,000 pa for
the production and broad dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in cash without recourse. Edison may seek additional fees for the provision
of roadshows and related IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock, options or warrants for any of our services.

Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of
this report and have not sought for this information to be independently verified. Opinions contained in this report represent those of the research department of Edison at the time of publication. Forward-looking information
or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other
factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in
connection with the access to, use of or reliance on any information contained on this note.

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided by us should not be construed by any subscriber or
prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of
investors.

Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any
positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report, subject to
Edison's policies on personal dealing and conflicts of interest.

Copyright: Copyright 2024 Edison Investment Research Limited (Edison).

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Re presentative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial
Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice
given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having
regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like
instrument.

The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the
purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the
topic of this document. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in
relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is
intended only as a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making
an investment decision.

This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or solicitation for investment in any securities mentioned or in the topic of this document. A
marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of investment research and is not subject to any
prohibition on dealing ahead of the dissemination of investment research.

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, i.e. investment professionals within the meaning of Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPQ") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49
of the FPO and (iii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. Itis not intended that this document be
distributed or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstances should persons of any other description rely on or act upon the contents of this document.

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person.

Edison relies upon the "publishers' exclusion” from the definition of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. This report is a bona fide
publication of general and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As such, Edison does not
offer or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report constitutes a recommendation to buy, sell or hold that or any security, or that
any particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person.
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