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Summary 
In 3Q 2015 Fresnillo once again delivered sound production results, especially in its gold 
segment.  

It becomes clear that now Fresnillo is rather a gold producer than silver one.  

The flagship mine, Fresnillo, continues to deteriorate, although in 3Q 2015 it was able to 
stop the further decrease in ore grades.  

On September 14, Fresnillo (OTCPK: OTCPK:OTCPK:FNLPF)announced its third quarter 
2015 production results. For better quality of presentation, I have divided the Fresnillo 
mines into three groups: prospective mines, lagging mines and those in between. 
Prospective mines are the operations, which consistently improve their results, while 
lagging mines are those, which are stagnant or even deteriorating. 

The overall results 
The table below evidences production results reported by Fresnillo in 3Q 2015: 
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source: Simple Digressions and the company's reports 

Prospective mines 
In my opinion, two mines, namely Saucito and Herradura, should be classified as 
prospective mines. These mines are increasing their production, which is, in most cases, 
accompanied by increasing or at least stable ore grades. Below I am giving a short 
description of the latest developments at these mines. 
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Saucito 
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source: Simple Digressions and the company's reports 

In 3Q 2015 Saucito continued its outstanding performance. On the average, this mine is 
heading to produce around 4.8 - 5.0 million ounces of silver per quarter, which positions it 
as the main Fresnillo's silver producer. As the chart shows, grades reported at Saucito are 
stalling, which is rather a usual occurrence - basically, a mine reports the highest grades in 
the beginning of its operations. Saucito started its commercial operations in 2009, adding 
an additional capacity in 4Q 2014, when Saucito II was opened, therefore the grades 
reported at this mine are supposed to normalize at some level (probably below 300 gram 
per ton). This, together with leveling the ore tonnage processed at Saucito (560 - 570 
thousand tons per quarter) should result in silver production of around 20 million ounces a 
year. 

Herradura 

Herradura is the Fresnillo's biggest gold producer. It is an open pit operation located in the 
State of Durango, Mexico. As the chart below shows, Herradura, similarly to Saucito, is 
leveling off its gold production at around 300 thousand ounces per year. However, due to 
the fact that in 3Q 2015 Herradura produced as many as 95.7 thousand ounces of gold, I 
guess that the overall gold production reported in 2015 should jump to around 360 
thousand ounces. 
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source: Simple Digressions and the company's reports 

What is more, the grades reported by Herradura are relatively high and stable at around 
0.73 gram per ton. In my opinion, this mine, together with Saucito, is the best operation in 
the company's portfolio. Currently Fresnillo is exploring Centauro Deep, a mineralized 
zone lying below the open pit mine, where it plans to open a new underground mine in 
2020 (with estimated capex of $365 million). 

Lagging mine 
Fresnillo 

The third quarter of 2015 was quite an exceptional period for the Fresnillo mine. Since 
2010, the grades reported by this former flagship mine have been in a steady decrease. 
However, in 3Q 2015 the ore grade reported by Fresnillo went up to 218 gram per ton 
(from 208 gram per ton in 2Q 2015). The company comments: 

"…silver production increased 2.0% on 2Q15 due to higher silver ore grade, as we begin 
to see results of the measures being taken to solve the previously reported development 
delays. Enhanced supervision of contractors allowed the development rate to reach 4,450 
m/month (vs. 4,150 m/month in June), advancing declines in order to access higher ore 

https://staticseekingalpha.a.ssl.fastly.net/uploads/2015/10/14/243441-14448295004443953-Simple-Digressions_origin.jpg�


grade veins at lower levels and regain flexibility at our operating stopes. As a result, we 
expect to see continued improvement in production levels and ore grades in 4Q15." 

Is it the end of the Fresnillo ore grades deterioration? We will see but grades are only part 
of story. In 2015, from quarter to quarter, Fresnillo was processing less and less ore. In 1Q 
2015 the mine processed 609.5 tons of ore, in 2Q it was 596.9 tons and in 3Q it was only 
583.2 tons. If a mine processes less ore, stable grades will not help. Therefore silver 
production reported by the Fresnillo mine in 3Q 2015 was just a little bit higher than in 2Q 
2015 (3.72 million ounces against 3.65 million ounces). The chart below shows basic 
production trends at the Fresnillo mine: 
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source: Simple Digressions and the company's reports 

Mines in between 
Cienega 

In the past Cienega used to be a gold producing mine. However, since 2012 the silver input 
has grown substantially. In 3Q 2015 Cienega produced 65,655 ounces of gold and 3,577 
thousand ounces of silver. Assuming the average year-to-date ratio of gold prices to silver 
prices of 73.6, it means that silver production was attributable to 48,601 ounces of gold 
equivalents. Therefore I am not risking too much when writing that Cienega is currently 
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both gold and silver operation. The chart below shows the Cienega output expressed in gold 
equivalents against clean gold production: 
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source: Simple Digressions and the company's reports 

As the chart shows, investors perceiving Cienega as a gold-only mine could say that this 
mine is producing less and less gold. For example, this year the gold production at Cienega 
is going to stand below its historical production low made in 2009. However, such a thesis 
is not correct. Due to the fact that Cienega produces more and more silver, its overall 
production, expressed in ounces of gold equivalents, is a way above the cyclical 2009 
bottom. Therefore I am very curious about the future developments at this mine because it 
may give many investors a pleasant surprise. 

Noche Buena 
Noche Buena started its operations in 2012 - it is the youngest mine in the company's 
portfolio. Since commencing its operations, Noche Buena has been ramping up its gold 
production - please, look at the chart below: 
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source: Simple Digressions and the company's reports 

Apart from ramping up its production, it is positive that grades reported at Noche Buena are 
holding on. It means that this mine, although it is the smallest Fresnillo's operation, should 
continue to provide sound production reports in the coming future. 

Summary 
In my opinion, in 2015 Fresnillo is expected to hit record annual production of 42 - 43 
million ounces of silver. However, it is only part of story because this company is slowly 
becoming a gold producer. During three quarters of 2015 Fresnillo produced 545.8 ounces 
of gold and 31.7 million ounces of silver, which were attributable to 430.5 thousand ounces 
of gold - the gold production surpassed the silver one. Therefore Fresnillo, in my opinion, 
is not a silver producer any more. However, never mind the labels. The most important 
thing is that Fresnillo is continuing to provide sound production results, though most 
recently these results are supported more by the gold segment than the silver one. 

Editor's Note: This article discusses one or more securities that do not trade on a major U.S. 
exchange. Please be aware of the risks associated with these stocks. 
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