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As a quick retrospective, we started covering Fortitude nearly 2 years ago (April 2021), although we had 

covered Gold Resource (GORO) prior to that, from which Fortitude was spun out. In that initial coverage, we 

estimated fiscal 2021 revenues and fiscal 2022 revenues of $65 million and $66 million respectively. Their 

actual numbers came in well above our estimates: $74.4 million and $82 million. The Company outperformed 

our original earnings estimates as well, as fiscal 2021 actuals reflected $.74 per fully diluted share versus our 

estimate of $.28, while fiscal 2022 reflected $.61 versus our estimate of $.36. Obviously, we adjusted our 

projections as we moved forward, but again, they crushed our original estimates, and that success was a 

combination of better realized grades, better realized recoveries, lower production costs and higher (albeit not 

significantly) gold prices than we initially modeled. In short, they have performed better organically than we 

anticipated, which frankly does not surprise us.      

 

What does surprise us, is that despite the strong fundamental performance, the stock has generally 

underperformed our price targets. Our original 12-24 month price target in April 2021 was $8.75. We 

subsequently raised/established a new 12-24 month price target in March 2022 (from $8.75 to $9.25).   Again 

in retrospect, the stock breached our initial target in early June 2021 shortly after the initiation, and subsequently 

traded down thereafter, although it did trade back through $7.50 in April 2022.  However, it has spent 2023 to 

this point trading in the $5s and $6s. (Although, we would add, those who purchased the shares on our initiation 

date at $5.26, have since received $.865, or about 16% of their original purchase price back in dividends). We 

think some of the compression in the stock since the beginning of 2023 has been related to the price of gold. 

As Chart 1 reflects and as one might expect, FTCO generally trades in high positive correlation with gold 

prices:  

 

 

Chart 1. 

 
 

 

As Chart 2 below reflects, gold prices were under some pressure from mid/late January through late February 

(2023), as was FTCO. We should have been raising our allocation when the stock traded under $5.50.   
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Chart 2 

 
 

Along the lines of the charts above and to reiterate a point we raised in the initiating coverage, owning Fortitude 

should probably be predicated on a positive view of gold prices. That is, those who do not like gold at these 

levels, probably should not like FTCO for the same reason. (Although, we would argue, hedging a portfolio 

against things one is not anticipating is prudent).  In the initiating coverage, we addressed what we felt was an 

emerging backdrop that would favor gold (rising inflation, global unrest, untenable fiscal policy and others), 

and we continue to hold that view. To be clear, we are not, nor have we ever been “gold bugs” per se but we 

like gold here. In fact, we are surprised, given the fruition of the backdrop we referenced, that gold is not higher. 

(On the other hand, we would add, FTCO has proven to be a low-cost producer and as such would fare much 

better than many of its comps).   

 

Setting aside gold prices, we would also reiterate a headwind that we think FTCO has faced since its entrée into 

the public market in late 2020. We think the street continues to discount FTCO shares because it does not 

strategically focus on building reserves. Management has consistently (over the 17+ years we have followed 

them) prioritized resources toward production (and resulting dividends) over exploration.  We understand the 

street’s logic around the importance of building reserves, which becomes perhaps more acute once an enterprise 

starts producing. (There are plenty of public comps in FTCO’s enterprise range that do not produce anything). 

As we addressed in our 2QF22 update in August 2022,       

 

It is clear to us that the Company is beginning to set its sights on the development of additional 

resources. To clarify, given the defined life of Isabella Pearl (at least as it is delineated to this 

point), it is clearly necessity for them to find more resources to mine to maintain the current 

production profile. Further, we are comfortable suggesting that the greater plan is to increase the 

production profile in the future, and current exploration/development is the basis for that 

endeavor.  In our view, while production from the current exploration program(s) is certainly not 

an imminent event, we think continued success on the exploration side will provide visibility into 
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the maintenance of current production levels as well as perhaps the inference of increasing 

production levels, which in turn should speak to higher (and in our view more appropriate) 

valuations.   

 

In our view, the string of exploration announcements the Company has made over the past several months 

regarding what we view as constructive results from County Line and Golden Mile, clearly reflect the 

accelerated focus on the exploration and identification of new reserves and by extension new projects.  Frankly, 

in our view, one of the more interesting development announcements they made addressed “multiple high-

grade gold drill intercepts below the Isabella Pearl open pit. Oxide intercepts include 3.05 meters grading 

15.15 grams per tonne gold (g/t) within 21.34 meters grading 7.21 g/t gold, and 18.29 meters grading 3.72 g/t 

gold. Non-oxide intercepts include 6.10 meters grading 12.17 g/t gold within 41.15 meters grading 6.25 g/t 

gold”.  To translate, we think it is more likely than not that FTCO will be producing more out of Isabella Pearl 

than the current reserve profile implies (although we have always believed that on some level).  

 

In the context of the above narrative(s), we must wonder if some of the weakness in the stock may also be 

related to the comparative operating numbers F22 vs. F21.  Specifically, as Table 3 below reflects, on a 

comparative basis, one could argue that Fiscal 2022 was a poor comp to Fiscal 2021.  That is, revenues were 

down roughly 10%, while operating income was down roughly 24%. On the other hand, in the context of their 

accelerated exploration and development efforts, we would point out that in fiscal 2022, the Company spent an 

additional $6.2 million on exploration (ostensibly to identify more reserves) relative to fiscal 2021. Without 

those charges, the Company would have reflected roughly the same pre-tax income as 2021 on 10% ($8 million) 

fewer revenue. To translate, from an operating standpoint, we think F2022 vs. F2021 was a favorable comp.        

 

 
 

Looking ahead, we think visibility around additional resources/future production is improving.  We submit, 

there is more work to be done delineating proven and probable resources to justify a new project(s), but we are 

becoming increasingly comfortable with the notion that they will indeed be adding new reserves, new projects, 

and new production to replace current Isabella Pearl.  Moreover, as we noted, we believe it is likely that they 

will also add resources at Isabella Pearl and ultimately produce beyond the current identified resource there.  In 

short, as we look out to fiscal 2024 and 2025, our view is that they will be producing on at least one additional 

project and perhaps two.  If we are correct (even in some combination) about these assessments, we would 

expect production in 2024, 2025 and into the foreseeable future markedly beyond the current average thresholds 

of 10,000 ounces of gold per quarter.  In our view, that notion underpins our current price target. We would 
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add, while we submit there are still plenty of unknowns around the economic feasibility of potential new 

reserves, including things like prevailing grades, recoveries, and other usual suspects, we believe that a scenario 

where County Line and Golden Mile get to production, and Isabella Pearl’s life is extended a few years by 

additional discoveries below the current pit, could provide a basis for price targets closer to $20 than to $10.  

Further, we do not think it is a stretch to suggest that Management’s sights are set on something along those 

lines as well. To edify, barring $3000 gold, that sort of scenario (according to our model) assumes eventual 

production levels at both County Line and Golden Mile commensurate with current production levels at Isabella 

Pearl, lower grades than are currently being realized at Isabella Pearl, and $1,750 gold. Obviously, those are all 

hypothetical, but our point is, we believe the Company is building reserve momentum that we do not think is 

being reflected in the value of the shares. Moreover, the Company’s cash position at 12/31/22 stood at $45 

million (just shy of 1/3rd of the entire market cap) making their (debt free) enterprise value approximately $4.46. 

We would add, their current inventory represents another approximately 1/3rd of the market cap, the large 

majority of which we believe is sitting on the leach pad.  In addition, for fiscal 2022, they generated EBITDA 

of $31 million, which means that on an enterprise value basis, the stock is trading at approximately 3.5x 

EBITDA. The wild card that is gold prices notwithstanding, we remain quite bullish on Fortitude Gold. We are 

reiterating our 12-24 month price target of $9.25 which we will be revisiting as resource visibility continues to 

improve, and we are raising our allocation from 4 to *5 based the metrics we laid out above.                    

 

 

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 

Fortitude Gold.  

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.  

Fortitude Gold 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 "Hold" 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. 


