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Valuing the exploration upside

Exploration Targets highlight potential for material upside: Sunstone's El
Palmar and Bramaderos Projects host a material 4Moz gold equivalent
resource. However, the potential to grow beyond this is significant. El Palmar
hosts a 15-45Moz Exploration Target, while Bramaderos hosts a 3.3-8.6Moz
Exploration Target across its porphyries and a further 0.9-1.7Moz at the
Limon epithermal. These are all supported by geochemistry, geophysics, and
drilling, with Bramaderos constrained to a 400m depth and so excludes
underground potential. The potential to grow beyond the existing Resource is
very clear, we now think it is appropriate to capture this in our valuation.

Incorporating the Exploration Target in our valuation: With rising sector
valuations, and increasing support for exploration stage projects evident, we
feel it is an appropriate time to transition our Exploration Target valuation from
our upside valuation scenario into our base case valuation. We have adopted
a relatively conservative A$10/oz valuation and applied this to the bottom end
of the attributable JORC compliant Exploration Target total of 14.9Moz Au-
equivalent across El Palmar, Bramaderos and the Limon epithermal.

Strategic process remains the key: Sunstone continues to advance its
strategic process to bring on a partner for its El Palmar and Bramaderos
projects in Ecuador. With its existing 4Moz Au equiv. total Resource and well
supported JORC Exploration Targets including the near surface higher grade
opportunity at Limon, the scale of the opportunity at the STM projects is
attractive. With an uplift in global mining M&A activity, strong gold prices, and
the April re-election of pro-mining President Noboa in Ecuador, the backdrop
for STM continues to be supportive. We look for a positive resolution on this
strategic partnership process as the key near-term catalyst for STM.

Investment Thesis
Building a Resource base that cannot be ignored: Sunstone has a proven
management team that is developing a resource base of significant scale that
we expect to be of interest to major miners. The current 4Moz Resource is all
pit-constrained, so is literally just scratching the surface of the potential scale
at Bramaderos and El Palmer. Limon adds material value as either a stand-
alone operation or as potential higher-grade feed to a larger Bramaderos
porphyry development. The 2025 strategic partnership process will be a key
valuation marker in our view, with STM turning to accelerating its resource
development once this is concluded.

Valuation & Risks: $0.056 (was $0.032)
We update our valuation to an EV/oz multiple of A$70/oz (was A$65/oz)
reflecting the increased peer group multiple of our group of +1Moz explorers
who are yet to conclude studies, we also now include a valuation for the
Exploration Target. Risks for STM include exploration success, commodity
prices, funding, currencies, environmental factors, and jurisdiction.
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Sunstone Metals is advancing two major gold-copper
projects in Ecuador - Bramaderos and El Palmar. It has
already established a 4Moz Au-equivalent resource base,
with clear potential to continue to grow well beyond that as
reflected in the significant JORC compliant Exploration
Targets Sunstone has established across the projects. It
has a proven management team, responsible for major
porphyry discoveries in Indonesia and Ecuador, as well as
bringing mines in Australia and New Caledonia into
production. The company has established a portfolio that is
on track to deliver a large-scale gold-copper resource base
that will be of interest to major miners globally.

Valuation A$0.056 (from A$0.032)

Current price A$0.022
Market cap A$139m
Cash on hand A$3.9m

Upcoming Catalysts / Next News

Period
Q4 2025 Strategic partnership process
Q4 2025 Bramderos exploration updates
2026 Establish maiden resource at Limon
2026 Grow El Palmar resource
2026 Grow Bramaderos porphyry resource

Share Price (A$)

Source: FactSet, MST Access

NEED TO KNOW
We now incorporate a value for the JORC compliant Exploration
Targets at the STM projects into our base case valuation

Increasing sector valuations support capturing value for the
significant potential scale at Bramaderos and El Palmer

Strategic process remains the key near-term catalyst
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Figure 1: Sunstone Metals - Financial Summary

Source:  STM, MST
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Valuing the Exploration Target 
Our valuation for Sunstone Metals had conservatively excluded any recognition of the material JORC
compliant Exploration Targets at El Palmar and Bramaderos. With market sentiment now turning
materially more positive for gold and copper exploration assets, we move to explicitly incorporate this
into our valuation. 

The Bramaderos resource already stands at 2.7Moz (Au-eq), this resource has been constrained
within a pit shell so represents near-surface material only. Alongside the Bramaderos resource,
Sunstone has established a JORC compliant Exploration Target for Bramaderos that stands at 3.3 -
8.6Moz (Au-eq), with all targets included in this estimate having been drilled to some degree. As with
the Resource, the Exploration Target is constrained to open pit material only, which we believe is
conservative, given we would expect mineralisation to continue at depth as is typical of porphyry
systems. Furthermore, several additional less advanced targets at Bramaderos have been excluded
from this Exploration Target. In addition to the porphyry targets, the Limon epithermal target at
Bramaderos does not yet have a Resource, but 31 drill holes and extensive surface trenching underpin
its Exploration Target of 0.9-1.7Moz.

El Palmar has a 1.2Moz Resource, again representing open pit material only, and thus very likely to
grow as drilling goes deeper. The JORC compliant Exploration Target at El Palmar is significant at 15 -
45Moz Au-eq from over 1Bt of ore. The Resource at SolGold's nearby Cascabel stands at 4Bt,
Llurimagua, adjacent to El Palmar has a 1Bt Resource in place. These deposits give further validation
to the potential scale on offer in this region.

In aggregate across its three separate Exploration Targets, Sunstone has a total of 19.2 - 55.3Moz on
a gold-equivalent, 100% basis. The prospects estimated within the Exploration Targets have been
tested by soil geochemistry, drilling, and geophysics. The total also excludes a number of targets, and
at Bramaderos and Limon is based on open pit material only (typically max depth 400m). On this basis
we consider the Exploration Target to be relatively conservatively estimated. 

Limon epithermal prospect clearly undervalued
In 2023, Sunstone discovered the Limon epithermal gold-silver deposit within its Bramaderos project
footprint with a discovery hole of 177m at 1.1g/t Au from 6.8m. Subsequent drilling has delivered
excellent results. We believe the market has failed to ascribe appropriate value to this discovery.
Drilling to date has delivered a number of +100m and +200m holes at grades well above 1g/t, with
several closer to 2g/t. Best holes to date include:  

243m at 1.32g/t Au-eq from 46m including 42m at 3.9g/t Au-eq

185m at 2.85g/t Au-eq from 90m including 31m at 12.93g/t Au-eq

These are excellent results that we expect will ultimately underpin a stand-alone open-pit operation.
Given development of this epithermal deposit would be at a smaller scale relative to the larger
Bramaderos porphyries, stand-alone capital costs would be less of a hurdle, likely below US$250m to
deliver +100koz Au per annum. Alternatively, Limon would be an ideal source of higher-grade ore for
use in the early years of a larger-scale development incorporating the Bramaderos porphyries.

Figure 2: JORC Exploration Target summary (100% basis)

Source: STM
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In total, 31 holes for 9,530m were drilled into the epithermal target at Limon. This drilling along with
trenching and geophysics supported the estimation of the Exploration Target in Nov 2023 containing
880 to 1700koz gold. 

The epithermal Exploration Target includes an estimate of the Limon "Central Shoot", its surrounding
mineralisation, and three of six additional satellite targets identified. It is limited to a depth of 400m. It
sits adjacent to and above the Limon porphyry target. Approximately 70% of the contained gold in the
Limon epithermal Exploration Target is contained within the Central Shoot.

The Central Shoot has been estimated based on the geological interpretation of the gold and silver
bearing mineralised fault and vein networks, and dissemination of gold and silver into various host
rocks. The Central Zone hosts sub-domains of very high grade (5 holes contain grade over 16g/t Au,
with a maximum assay of 72g/t Au). These grades are interpreted to be associated with hydrothermal
breccias at fault intersections. These sections of high grade are captured in the Exploration Target and
it has been assumed at least one more similar zone will be identified through additional drilling.

Separate to the Limon epithermal system, the Limon porphyry has eight holes drilled into it showing
mineralisation, while surface trenching also shows mineralisation. This work formed the basis for the
Dec 2022 Exploration Target for the Limon porphyry (included in the Bramaderos Exploration Target).  

Notably, given there is yet to be a Mineral Resource estimated for either the Limon epithermal target or
the Limon porphyry our initial STM valuation carried no valuation for Limon. Through incorporating the
Exploration Targets we now better capture this potential upside.

Bramaderos Exploration Target
The initial Bramaderos Exploration Target was reported alongside the maiden resource in Dec 2022. It
captured extensions at Brama-Alba as well as two further porphyry targets at Melonal and Limon, both
of which have had limited drilling. It excludes the recent Copete discovery, and the Porotillo and Playas
targets. More recently, an Exploration Target for the Limon epithermal was also established in Nov
2023 following its discovery in Feb 2023.

Figure 3: Limon Epithermal Exploration Target

Source:  STM

Figure 4: Limon Epithermal Exploration Target Figure 5: Limon Central Shoot - Drilling results

Source:  STM Source:  STM
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The Bramaderos porphyry Exploration Target stands at 255 - 360Mt at 0.40 - 0.72g/t Au-eq for 3.3 -
8.6Moz. The subsequently added Limon epithermal target is 30 - 44Mt at 0.9 -1.2 g/t Au-eq for 0.9-
1.7Moz Au-eq. All of this material is estimated on a pit constrained basis. It is likely that the porphyry
systems would continue at depth to ultimately support an underground operation. In our view, this
means that even if one of the deposits does not come to the scale included in the Exploration Targets,
there would be upside to those deposits that are proven up.

The Bramaderos porphyry Exploration Target is constrained to open-pittable material, so is thus not yet
comparable in scale to El Palmar and the global projects shown above in Figure 9, however, the
Bramaderos Exploration Target grade midpoint at 0.51g/t Au eq (unadjusted for recoveries) does lie
within the range of these projects.

Figure 6: Bramaderos Resource and Exploration Target with drilling and soil sampling results

Source:  STM

Figure 7:  Bramaderos Exploration Target

Source:  STM
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The porphyry Exploration Target includes several areas of identified mineralisation at Brama-Alba that
are not captured in the current resource typically due to insufficient drilling to establish sufficient
continuity for inclusion in a resource. It also includes Melonal, an extension of the Brama-Alba system,
lying on the same geological structures. Limited drilling by Sunstone as well as previous owners has
proven the Melonal target is mineralised and that the rock systems are the same as those at Brama-
Alba. In addition, the mineralisation shown in the drilling aligns with a magnetic anomaly that measures
up to 400m in diameter and 1000m vertically. The Melonal Exploration Target has, however, only been
estimated down to a depth of 500m, suggesting further upside upon deeper drilling.

Overall, we believe the Bramaderos Exploration Targets have been relatively conservatively estimated.
Targets have all been drilled, and there is additional information from trenching and geophysics
supporting the Exploration Target estimation. Depths are constrained to open-pittable limits. Several
highly prospective targets have been excluded entirely. Adding to this, the successful track record of
the exploration team at Sunstone increases our confidence that these targets will be proven up into
resource.

El Palmar Exploration Target - Comparable to global peers 

The upside potential at El Palmer is reflected in the significant JORC compliant Exploration Target that
Sunstone has reported alongside the maiden resource. The Exploration Target is reported as 1.0 to
1.2Bt at 0.3-0.7g/t Au and 0.1-0.3% Cu. This delivers 10 to 28Moz of contained gold and 1.0 to 3.7Mt
of contained copper. On a gold equivalent basis this comes to 15 - 45Mozs. Even at the bottom end of
this range El Palmar would be a very significant deposit.

The charts below compare the El Palmar Exploration Target mid-points to a selection of leading global
gold-copper porphyry projects. These projects are naturally far more advanced, with extensive drilling
having fully defined what are often global scale deposits. The charts show that the El Palmar grade,
while more gold-dominant, is certainly comparable to such deposits. In terms of scale, at this relatively
early stage of Resource definition and with the constraints around reporting an Exploration Target, it is
expected that El Palmar would be at a more limited scale than the fully defined deposits we are
comparing to here. Note that we are comparing to gold-copper porphyries, and as such, we have
excluded a number of world class copper dominant projects such as Los Bronces, Resolution, Udokan,
and La Granja from this group.

Figure 8: El Palmar Exploration Target

Source:  STM

Figure 9: Global porphyry projects - grade and scale Figure 10: Global porphyry projects - Au-eq grades

Source: MST Source:  MST
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The Exploration Target extends to capture additional zones within T1, as well as incorporating T2 and
T3. It covers an area of 1.6km x 1.1km including near surface mineralisation and deeper mineralisation
down to depths of 1,500m. The zones are visually summarised in the Figure below. It excludes the T4
and T5 zones due to lack of drilling to date. Once drilled further, it is likely these zones will add to the
Exploration Target.

The estimation of the El Palmar Exploration Target is also relatively conservative in our view, requiring
at least one hole through each zone, some drilling at surface and evidence that the geological
structures continue, typically through geophysics

Valuation Update: Increased to $0.056
We have valued Sunstone on an EV/oz base, now using a A$70 EV/oz multiple (was A$65/oz) based
on a peer group of companies. We have selected the peer group on the basis of companies that have
a +1Moz resource but are yet to conclude studies, essentially identifying early-stage explorers with a
large-scale resource, in line with Sunstone's current position. 

In addition, we now ascribe a A$10/oz multiple to the low end of the Exploration Target range. We use
A$10/oz as it reflects the very bottom end of the peer group multiples. We consider this approach
reflects the early stage and uncertain nature of the Exploration Target, while still capturing value for the
material potential scale on offer here.

On this basis we increase our STM valuation from $0.034 to $0.056. As the Exploration Target is firmed
up and transitions to Resource we would expect to ascribe higher values to this component of our
valuation, supporting longer term upside.

Figure 11: T1 Resource and additional targets included in Exploration Target

Source:  STM
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Figure 12: STM Valuation

Source: MST

Figure 13: STM vs large-scale, early-stage gold/silver explorers and developers

Source:  MST, Factset
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Catalysts
Strategic partnership: The next key catalyst for Sunstone will be securing a partner for its
projects. This will be an important validation step for the company and likely provide a valuation
benchmark that we would expect to be well above its current market capitalisation. There has
been an uplift in M&A in Ecuador over the last two years with a number of global majors active in
the country, including Barrick, Newcrest, Codelco, Fortescue and Hancock Prospecting as well as
major Chinese gold companies. This gives us confidence that interest in the STM assets will be
material. We expect a conclusion to the process during 2025.

Limon maiden resource: Once the strategic partnership process is concluded, we expect the
focus to return to project development. The most immediate value accretive opportunity we see
would be to establish a maiden resource at the Limon epithermal deposit. This will require
additional drilling which we would expect to commence later in the year, likely enabling a resource
to be in place early 2026. 

Grow El Palmar resource: Alongside Limon, we see growing the surface resource at El Palmar
as an additional strongly value accretive opportunity for Sunstone. This is likely to be advanced
later in the year once the strategic process has concluded.

Risks
Development risk: All exploration and development companies face timing and cost risks as
they advance projects and ultimately look to transition into production. While Sunstone's focus
remains exploration, this still brings cost and timing risks, delays with project advancement will
likely impact market sentiment towards the stock.

Environmental risks: Ecuador is home to extensive rainforest and associated biodiversity which
makes it a relatively environmentally sensitive jurisdiction. We would expect some degree of
opposition to any mining project in Ecuador, however, mining companies are used to such
opposition and are very capable of working in environmentally sensitive areas. Development of
the projects to strict global standards such as the Equator Principles and the IFC Standards will
ensure environmental management is given an elevated focus.

Exploration Success: Sunstone is still at an early stage of its overall development pathway.
Adding scale to the existing resource base will require ongoing success with drilling. While results
to date have been very encouraging, and there is evidence of broader mineralisation and
potential scale across the prospects, there is no guarantee ongoing exploration will be successful.

Commodity prices: As a junior explorer, Sunstone is subject to commodity price driven volatility
in its share price. Material weakness in the gold or copper price would likely have an impact on
the stock.

Financing and strategic partnership: In the near term, Sunstone remains reliant on equity
market funding for its exploration activities. This is likely going to be addressed through the
strategic partnership process, however, if there are delays or no agreeable outcome is reached,
the ability to raise funds remains a risk for Sunstone as it is for all non-cash generating
exploration companies.

Currency: Currency movements can impact Sunstone in a number of ways. Ecuador operates
with the US$ as its national currency. Significant swings in the value of the US dollar, particularly
vs Sunstone's funding currency, the A$, will impact cash burn. However, weakness in the A$, if
US$ commodity prices hold, would imply increased A$ asset valuations.
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