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Sigma Labs reported their 2Q-F21 quarter and the results were below our expectations and judging from the 

comments on the call, they were below the expectations of most who follow the stock including the Company. 

However, as management noted on the call, we are not sure that the quarter is indicative of the opportunity, and 

we think that is a point worth covering.  

We started covering Sigma in October 2019, and frankly, we were well ahead of the “revenue” events then, and 

we continue to be now.  That is, the revenue ramp has taken longer than we modeled then, and that continues to 

be the case, but we are not sure it is the overriding point to our enthusiasm for the Company. Obviously, that 

requires some color.  

To be clear, we have attracted several new readers over the past few months, so we will take a moment to reiterate 

our approach at Trickle. First, we are generalist microcap analysts.  Further, we view our mission as one of finding 

companies that we think are in front of what we see as a marked developing catalyst, but we do not pretend to 

know when or if for that matter, that catalyst might unfold and ultimately benefit the particular company(s) we 

initiate. In short, we are looking for companies that we think have extraordinary potential that could lead to results 

that drive the stock to fundamentally based valuations that are multiples of where we initiate them. It can be a 

lonely pursuit because as most of us who have spent much time in the space can generally attest, things rarely 

happen as quickly as we anticipate or hope. In that regard, our research is probably not of much value to traders 

and it clearly requires some patience as the fundamentals unfold and ostensibly, progress. We recognize that 

approach is not for everyone, and we also recognize that it is not without inherent risks and setbacks.  

That said, specifically, while Sigma has yet to see the market for its technology/products develop to the point of 

better revenue visibility, we continue to believe in our original thesis and here are a few of bullet points to 

consider: 

1) Obviously, Sigma’s success depends on the adoption/proliferation of additive manufacturing/3D metal 

printing. To be clear, the industry has had its own difficulties gaining traction and momentum and there 

are a number of reasons for that. We believe one of the major reasons is a lack of quality assurance 

standards across the industry, and specifically from one printer manufacturer to the next. We think that 

impediment remains relevant, so in turn we think the opportunity for Sigma to mitigate it remains as well. 

However, while we believe the acceleration of the industry could be enabled by the adoption of 

PrintRite3D®, conversely the adoption of PrintRite3D® will likely be driven by the acceleration of the 

industry.  We submit there is some “chicken or the egg” quandary to the story.       

 

2) In our view while some of Sigma’s lack of revenue traction is related to the macro “quandary” noted 

above, we also take responsibility for our research being a bit ahead of itself in terms of Sigma’s ability 

(at the time) to provide a largely ubiquitous solution at the time of that initiation.  To translate, in 

retrospect, Sigma was still dealing with more technical challenges than we understood at the time of our 

initiation. More specifically, they had managed to integrate the system into the protocols of some of the 

printers, but not all of them, and they still had some added bugs therein.  Obviously, Sigma’s goal is to 

become a ubiquitous provider of the additive QA solution, which requires that it work across a 

preponderant portion of the metal 3D landscape. Succinctly, they were not there at the time. In the context 

of our “chicken and the egg” notion above their inability to deliver a broad solution may have contributed 

to their slower than anticipated adoption. From another perspective, the industry’s muted advance may 

have allowed Sigma time to catch up.  Regardless, we believe the Company is in a far better position 

today to address a far greater portion of the market and we think it is fair to suggest that management said 

as much on the call.  

 

3) We will not belabor this because everyone is aware of it, but the pandemic has clearly had a negative 

impact on the advance of the additive industry and Sigma by extension.  We think that is particularly true 
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with some of their collaborations in Europe, which as we see it involves some of their more robust 

relationships. We think it is fair to say that inasmuch as Covid has wreaked havoc in U.S., its overall 

impact has perhaps been even more acute through much of the E.U.  The Company alluded to that on the 

call as well.       

 

4) Managing a small undercapitalized public technology  company is challenging.  We would argue that is 

far more challenging than many of the microcap critics (along with many shareholders) fully understand.   

Given that view, we do not typically make a habit of criticizing management, but we also recognize that 

some is much better than others. Without belaboring the point, in our view CEO Mark Ruport has 

provided the Company with a path that we are not sure they would be on without him. That is less a 

critique of past management as much as it is an opinion about his (excuse the pun) additive contribution. 

In the context of some of the past technical challenges, pandemic problems etc. we think that notion is 

constructive to our view that the stars may be aligning despite the challenges to this point.  That includes 

by the way, the building of a new sales force that from their comments on the call sounds like it is 

beginning to hit its stride.    

 

5) We have covered this in prior research, but one of Sigma’s challenges is to drive acceptance of their 

platform by more printer manufacturers (as opposed to by printer users who are manufacturing 3D metal 

parts).  As evidenced in part by their recent collaborations with 3D printer manufacture DMG MORI, we 

believe they are making headway on that front.  In addition, they continue to make headway with printer 

users as well.  Recall, it was their announcement in March (2021) regarding a system sale to Lockheed 

Martin that sent the stock to a high trade of $9.75.   

                  

6) At the time of our initiation the Company actually had negative working capital.  That had some obvious 

risks associated with it and it also mitigated their ability to proactively market and otherwise grow the 

business. Subsequently, the Company has been able to raise some capital, including approximately $15 

million through the first half of F21. We submit, dilution is a double-edged sword, but from our 

perspective, the capital certainly provides them flexibility to execute and ostensibly accelerate the 

Company’s growth. Obviously, the dilution impacts some of our per share valuation conclusions. 

 

7) On the earnings call the Company alluded to another item that we found interesting and in line with an 

issue we have discussed in the past. From the call: There's also a growing consensus that a standards-

based third-party quality monitoring system like PrintRite3D is required to ensure consistent quality and 

accelerate the adoption of 3D metal printed parts. This consensus is being reinforced by regulatory 

bodies, driving standards within specific vertical industries. As we have discussed in several pieces of 

research over the years history suggests that emerging industries often evolve faster when they adopt 

standards that help customers compare, evaluate and integrate competing products and services.  We think 

it is fair to say that additive manufacturing lacks such standards and in fact that is the basis for Sigma’s 

opportunity; to develop a QA standard that can be applied across the preponderance of available additive 

printers. However, recognize that the statement above suggests something a bit more overriding than an 

internally developed industry standards. The statement above suggests that there may be growing pressure 

from industries served by additive manufacturing.  That is, these industries, are requiring standardized 

and reliable QA processes from the manufacturers of 3D metal parts. We think that is especially true in 

industries where those parts are used in mission critical applications (a jet engine for instance) wherein 

failure might be catastrophic. Again, we do not know when the push for standards will finally drive 

opportunity  for Sigma, and we have certainly not gotten that right to this point, however we remain quite 

constructive on the notion that the push for standardization across the industry will prove to be a major 

driver for PrintRite3D adoption.   
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To summarize, obviously by now, 20+ months into the coverage, we would have liked to see more progress out 

of Sigma on the revenue front. To be fair, the pandemic has encompassed the lion’s share of that coverage period, 

so while we will not suggest that it is the only reason for the revenue shortfall, it has clearly been a measurable 

contributor. We would add, recall that from the time of our initiation through the end of 2019 and into January 

2020, Sigma spent much of that period trading at levels 2X +-  our initiation price. Clearly, the Pandemic played 

some role in the retracing of the stock.  Moreover, they reversed the stock 10:1 in late February (2020) so that 

probably did not help either. Regardless, given what we view as progress on multiple business fronts, a much 

needed (albeit expensive) round of meaningful capital and presumably the waning of the pandemic, we are 

comfortable suggesting  that from current levels and all things considered (and the benefit of hindsight), Sigma 

shares are probably more attractive today than at any time since our initiation.  As a result, we are increasing our 

allocation of Sigma shares from 5 to *6 .    However, we have also recast our model to include the added dilution 

as well as reducing the pace of the revenue ramp relative to our prior models.  In conjunction with the model 

adjustments, we are also establishing a new (lower) 12-24 month price target of  **$9.50.  Clearly, visibility 

remains a challenge, so we will reassess all of these conclusions as data points emerge and visibility improves.   

     

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 
5 

 

 

Projected Operating Model 
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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 co-sponsors two microcap conferences each year. Trickle Research encourages its coverage companies to present 

at those conferences and Trickle charges them a fee to do so. Companies are under no obligation to present at these conferences.   

Sigma Labs has paid fees to present at investor conferences co-sponsored by Trickle Research.  

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. 


