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Sigma’s numbers for year end were in line with our estimates so rehash those is of no particular value. While they 

have certainly started into the commercialization phase of the business, recall, much of the marketing effort to this 

point has focused on their Rapid Test Evaluation program. That is, they have provided their PrintRite3D systems 

to key strategic enterprises to test/evaluate the product. Ultimately, they believe those efforts will translate into 

sales as those trials bear out the value of the system.  Obviously, we agree with that assessment.  

After a robust run following our initiating coverage, the stock has struggled of late and we suspect there may be 

multiple reasons for that.  

First, the most obvious is the current COVID-19 pandemic, which has had an extraordinarily negative impact 

across industries, sectors, countries etc.  While it is difficult to know the impact the pandemic will have on Sigma 

specifically, especially since we have no way of knowing how long it may drag on, it seems likely to at least 

lengthen their already extended sales cycle. On the other hand, we would note that the Company recently 

addressed that issue in an update where they indicated that their Industrial-internet-of-Things functionality has 

provided customer engineers the ability to access PrintRite3D® remotely and then “intervene with the on-site 

operators”.   Additionally, they indicate “we had built this functionality into the product in order for our engineers 

to remotely access a system for upgrades and support issues never imagining that our users might also one day 

be forced to monitor production systems remotely”.  

From another perspective, the update also notes that “One of the things that has amazed me over the past few 

months is the level of interaction between our Sigma team and our customers. We seem to be carrying out 

evaluations and installations as if there wasn't a crisis. In many ways, we are becoming more efficient and more 

innovative in responding to customer issues. For example, in the past, we were likely to just react and put an 

engineer on a plane and spend a few days at a customer's site to get an hour or two on the printer to address an 

issue. As you can imagine, this was expensive and very time-consuming. Today, we are experimenting with users 

wearing cameras, supplemented with augmented reality, to be our engineer's eyes and instructing our customer 

on how to be our hands as we address a critical situation together. The result is a more educated and competent 

user, and a much more efficient Sigma team”.  Granted, we are not suggesting the pandemic has been good for 

Sigma, but it does appear that it is forcing them to discover some functionality and processes that may prove quite 

beneficial going forward.   

Beyond COVID, we think the stock has suffered from something we have been noting for the past several months 

regarding many microcap issuers. That is, pre-revenue and or unprofitable companies that rely on the capital 

markets to support their burn rates as they work towards positive cash flow, have seen their stock prices discount 

substantially into those raises.  Frankly, the collective magnitude(s) of those discounts have been as stark as we 

can recall. That has certainly been the case with Sigma. While they have been able to complete two separate raises 

since the start of the year collectively netting about $3 million, the cost of that capital and corresponding decline 

in stock price has been steep:   
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Subscribers might recall, we provided an update following our initiation and the subsequent run-up of shares that 

a transaction was probably imminent, and our suspicion was that it might negatively impact the stock. As we 

alluded to, that was too predictable to be prescient.  To that end, if our models prove reasonably accurate, we think 

they will need an additional $4 million to $5 million of additional capital to get to profitability.  

On the more positive side, we continue to believe that our original thesis regarding Sigma’s position as an 

emerging provider of critical quality assurance processes to the additive metal 3D printing industry remains intact. 

Further, we continue to believe that they are continuing to seed multiple portions of the industry with their Rapid 

Test Evaluation program, at least some portion of which we believe they will ultimately transition to sales. Again, 

we don’t know if the current pandemic malaise will delay some of that, but again, we believe they will ultimately 

transition some of those RTE candidates into customers.  We also think those refence customers will enhance their 

pipeline and perhaps shorten/accelerate the sales cycle thereafter. We submit, given their continued reliance on 

capital markets to fund burn rates, the timing and magnitude of the sales ramp carries associated risks, but we 

continue to believe they are on the right path.  

Lastly, amid the pandemic we have made an argument in some of our other coverage that we think may be topical 

to Sigma as well. Specifically, post COVID crisis, we think many governments, industries and companies are 

going to have to take a long hard look at their supply chains. As we covered extensively in the initiating research, 

the 3D printing revolution is in our view, about improving, shortening, simplifying, controlling, etc. the supply 

chain. The Company also eluded to that in their update so obviously we concur with that assessment.  

We submit, challenges regarding the visibility of the Company’s pipeline, sales cycle and ultimately, revenue 

recognition remain topical.  Further, in addition to a need to begin ramping sales, the requirements for additional 

capital pose clear risks to Sigma’s success and valuation. Nonetheless, we remain bullish on the prospects here. 

In fact, we are inclined to raise our allocation given the compression in the stock, but for now, we will stand pat 

to see how some of the macro issue unfold over the next few weeks.  
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Projected Operating Model 

 

The above model reflects our estimates of the dilution potential of recent preferred share offerings and associated derivatives on common share counts.  
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General Disclaimer:  

Trickle Research LLC produces and publishes independent research, due diligence and analysis for the benefit of it investor base. 

Our publications are for information purposes only. Readers should review all available information on any company mentioned in 

our reports or updates, including, but not limited to, the company’s annual report, quarterly report, press releases, as well as other 

regulatory filings. Trickle Research is not registered as a securities broker-dealer or an investment advisor either with the U.S. 

Securities and Exchange Commission or with any state securities regulatory authority. Readers should consult with their own 

independent tax, business and financial advisors with respect to any reported company. Trickle Research and/or its officers, investors 

and employees, and/or members of their families may have long/short positions in the securities mentioned in our research and 

analysis and may make purchases and/or sales for their own account of those securities.  David Lavigne does not hold a position in 

Sigma Labs Inc.  

Trickle Research has not been compensated directly by Sigma Labs for the publication of this report nor has Sigma Labs compensated 

Trickle Research for any other services associated with this research report.   

Trickle Research has an exclusive content distribution agreement with SMM.Global whereby SMM.Global pays Trickle Research a 

fee for any Trickle labeled content displayed, hosted or distributed on its site: www.SMM.Global.  Per that agreement, SMM.Global  

charges issuers to host and distribute licensed research.    Issuers may choose to pay SMM.Global for the hosting and distribution of 

Trickle Research.  They are under no obligation to do so.   

 

Reproduction of any portion of Trickle Research’s reports, updates or other publications without written permission of 

Trickle Research is prohibited. 

All rights reserved.   

Portions of this publication excerpted from company filings or other sources are noted in italics and referenced throughout the report. 

 Rating System Overview: 

 

There are no letters in the rating system (Buy, Sell Hold), only numbers. The numbers range from 1 to 10, with 1 representing 1 

“investment unit” (for my performance purposes, 1 "investment unit" equals $250) and 10 representing 10 investment units or $2,500.  

Obviously, a rating of 10 would suggest that I favor the stock (at respective/current levels) more than a stock with a rating of 1.  As 

a guideline, here is a suggestion on how to use the allocation system. 

Our belief at Trickle is that the best way to participate in the micro-cap/small cap space is by employing a diversified strategy.  In 

simple terms, that means you are generally best off owning a number of issues rather than just two or three.  To that point, our goal 

is to have at least 20 companies under coverage at any point in time, so let’s use that as a guideline.  Hypothetically, if you think you 

would like to commit $25,000 to buying micro-cap stocks, that would assume an investment of $1000 per stock (using the 

diversification approach we just mentioned, and the 20-stock coverage list we suggested and leaving some room to add to positions 

around allocation upgrades. We generally start initial coverage stocks with an allocation of 4.  Thus, at $1000 invested per stock and 

a typical starting allocation of 4, your “investment unit” would be the same $250 we used in the example above.   Thus, if we initiate 

a stock at a 4, you might consider putting $1000 into the position ($250 * 4).  If we later raise the allocation to 6, you might consider 

adding two additional units or $500 to the position.  If we then reduce the allocation from 6 to 4 you might consider selling whatever 

number of shares you purchased with 2 of the original 4 investment units.   Again, this is just a suggestion as to how you might be 

able to use the allocation system to manage your portfolio.  

For those attached to more traditional rating systems (Buy, Sell, Hold) we would submit the following guidelines. 

A Trickle rating of 1 thru 3 would best correspond to a "Speculative Buy" although we would caution that a rating in that 

range should not assume that the stock is necessarily riskier than a stock with a higher rating.  It may carry a lower rating 

because the stock is trading closer to a price target we are unwilling to raise at that point.  This by the way applies to all of 

our ratings.  

A Trickle rating of 4 thru 6 might best (although not perfectly) correspond to a standard "Buy" rating.  

A Trickle rating of 7 thru 10 would best correspond to a “Strong Buy" however, ratings at the higher end of that range would 

indicate something that we deem as quite extraordinary..... an "Extreme Buy" if you will.  You will not see a lot of these. 

http://www.smm.global/

