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Silver is on a winning streak but it’s still undervalued. And
I believe there is more upside coming.

All markets fluctuate in price; the key is to buy before
the price rebounds. I've seen silver sell off many other
times, only to come roaring back. Over the last few years,
quantitative easing by the Federal Reserve suppressed
commodity prices by artificially inflating the stock market.
But the Fed scaled back and ultimately concluded its
bond-buying program near the end of 2014.

From 2015 to 2017, the Fed raised interest rates five
times. Most recently, in December 2017, the Fed raised its
key lending rate by a quarter of a percentage point to a
range of 1.25% to 1.5%.1

And most analysts expect the Fed to raise its key
lending rate three more times in 2018.

Why does this matter? Many have concluded that
artificially low interest rates were the fuel that propelled
the stock-market indexes to record levels. Now that
interest rates are on the rise, the stock market will soon
have to stand on its own two feet. Many analysts are
worried that investor confidence will crumble without the
support of the central bank, leading to a massive sell-off.

The Price of Silver

Silver traded in a tight, long-term sideways channel at
around $5.00 from 1988 to 2004, prior to breaking out.
Speculation and added volatility now make the gray
metal a good commodity for futures traders looking to
play both the short and long ends.

As you can see on the following chart, the upward
move in spot prices was robust. While it is true that silver
sold off over the past few years, look at what happened
in 2009 and 2010: after peaking in 2008, silver fell hard,
and the bears emerged from their slumber. However, this
was a great opportunity to buy silver as it blew past its
peak in 2008 and more than doubled in price in just a few
short years.
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Going forward, there are three things investors
must know, and they could really give a boost to silver
prices. I will be bold here, but if these factors continue to
materialize, we could see silver at $50.00 an ounce sooner
rather than later.

First, silver is used in numerous industrial and
electronic applications. As it stands, we see demand
increasing. Consider this small thing, for example:
smartphone sales continue to rise. Global sales of
smartphones to end users totaled 383 million units in the
third quarter of 2017, a three percent increase over the
third quarter of 2016. Four of the five top smartphone
makers achieved double-digit growth.2

All those cell phones need silver!

Second, investor demand remains robust. For
example: in 2017, the U.S. Mint sold 18 million ounces of
silver in American Eagle coins.3

Looking at the demand on the other side of the
world, in 2017, Australia’s Perth Mint sold 9.63 million
ounces of silver. In December 2017, silver sales surged
61% month-over-month to 874,437 ounces from 544,436
ounces in November.4

And here’s the third factor investors should keep in
mind: the fixed exchange rate between gold and silver
was 15.5:1 in the nineteenth century, but it moved much
higher to an average of 35:1 in the twentieth century.

The spot price for gold now is roughly $1,343
an ounce, compared to $17.00 an ounce for silver.
This equates to a silver-to-gold ratio of 79:1. Based on
this ratio, the gray metal appears to be significantly
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undervalued. Silver prices will have to increase big time
to hit the historical average.

Great Panther Silver Limited:
Profit Opportunity

How can investors take advantage of this situation?
Buying silver bullion is an option, but there’s a play
that has even more upside: Canada-based miner Great
Panther Silver Limited (NYSE/GPL).

Headquartered in Vancouver, Great Panther engages
in the exploration, development, and acquisition of silver
properties with a focus on Mexico. The company’s current
activities are focused on the mining of precious metals
from three operating mines in Mexico: the Guanajuato
Mine Complex, the San Ignacio Mine, and the Topia
Mine. On June 30, 2017, the company completed its
previously announced acquisition of the Coricancha
Mine Complex in Peru. The company also continues to
search for additional acquisitions in Latin America.?

Great Panther’s Mexican mines have 10.16 million
ounces of silver and 70,362 ounces of gold in measured
and indicated resources. In addition to this, these mines
have 10.33 million ounces of silver and 87,648 ounces of
gold in inferred resources.?

Remember this: when you are looking to take
advantage of silver prices, look at miners that can
produce more for less, have low or no debt, and have
solid cash flow. Why? If in the short term silver prices
decline, they are still able to continue their operations.

Great Panther fits the criteria perfectly. This company
has it all.

In fiscal year 2017, consolidated metal production
increased two percent year-over-year to 3.97 million
silver-equivalent ounces. The company’s Topia silver-
lead-zinc property in west-central Durango State achieved
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a record 1.08 million silver-equivalent ounces in metal
production, representing year-over-year growth of 21%.

In the fourth quarter of 2017, consolidated metal
production increased 21% year-over-year to 1.06 million
silver-equivalent ounces. More specifically, silver
production increased 12% to 514,218 ounces while gold
production advanced 14% to 5,931 ounces. Processed ore
increased six percent with 98,396 tons milled.”

Looking at its balance sheet, Great Panther is very
well capitalized. The company has $55.5 million in cash,
$63.6 million in working capital, and no debt.

In 2018, Great Panther expects production to be in
the range of four million to 4.1 million silver-equivalent
ounces (at a 70:1 silver-to-gold ratio). Cash cost per
silver ounce is projected to be $5.00 to $6.50 and all-in
sustaining cost per payable silver ounce is projected to
be $12.50 to $14.50.

The company’s focus for 2018 will be to maintain
steady and efficient operations in Mexico, while
advancing its Coricancha Mine in Peru to set a platform
for production growth in 2019 and 2020.

Coricancha has 24.2 million silver-equivalent ounces
in measured and indicated resources and 28.3 million
silver-equivalent ounces in inferred resources.

While still in the early stage of evaluation, based on
historic production records, Coricancha has the potential
to add three million silver-equivalent ounces of annual
production. What this means is, expanding operations
into Peru has the potential to increase Great Panther’s
production by 75%.8

Keeping all this in mind, Great Panther could be
a great play on silver prices. As the precious metal
trends higher, this company could provide investors with
phenomenal returns.
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