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EARNINGS PREVIEW Q2 preview: GEO's keeping its eye on the ball
.Financial Summary

Changes Previous Current

Rating — Buy
Target Price — C$3.25
FY21E EPS $0.31 $0.32
FY22E EPS $0.31 $0.32
FY21E Revenue $108.8 $110.6
FY22E Revenue $119.5 $123.0

Price ( 07/08/21 ): C$2.60
52-Week Range: C$3 - C$1
Market Cap.(mm): C$116.3
Shr.O/S-Diluted (mm): 44.7
Enterprise Val. (mm): $94.3
Avg Daily Vol (3 Mo): 43,461
Dividend / Yield: C$0.02 / 0.8%
Net Debt (mm): 1
Price: 7/8/21 close

Revenue 2020A 2021E 2022E
Q1 $18.0 $30.7A $32.4
Q2 $20.9 $31.4 $33.6
Q3 $18.9 $23.8 $29.3
Q4 $24.7 $24.7 $27.8
FY (Dec) $82.4A $110.6 $123.0

EBITDA 2020A 2021E 2022E
Q1 $2.2 $10.0A $8.2
Q2 $6.5 $8.9 $9.7
Q3 $4.6 $5.0 $6.5
Q4 $5.7 $6.1 $7.2
EBITDA $19.0A $30.1 $31.7

EV/EBITDA (x) 2020A 2021E 2022E
FY (Dec) 4.8A 2.5 2.3
EPS $0.17A $0.32 $0.32
PE_EPS 12.4A 6.6 6.6
Net debt $(2.8)A $(16.7) $(21.2)

Price Performance

3.5

3

2.5

2

1.5

1
Sep-20 Nov-20 Jan-21 Mar-21 May-21 Jul-21

1

0.8

0.6

0.4

0.2

0

Price Volume

Volume (Mil.) Price (CAD)
GEO CN

 Summary
When GEO reports Q2 results (expected August 12), we anticipate results similar to Q1, which
were marked by strong utilization & organic growth setting the stage for continued long-term
EBITDA expansion. The company's outlook is buoyed by macroeconomic trends that point to the
need for increased exploration, including a multi-year appreciation in metals prices and falling
gold reserves. We fine-tune our estimates to reflect our expectation of further rig purchases, but
leave our C$3.25 target unchanged. Buy.

 Key Points

• Q2 expected to highlight continued execution. GEO expects to report Q2/21 results
on August 12th pre-market. We anticipate yet another strong quarter, with elevated
utilization and steady demand for drilling services providing the foundation for strong top-line
performance, while improving fixed-cost coverage should lead to resilient margins. We expect
sales of $31.4m and EBITDA of $8.9m, roughly in-line with consensus of $31.1m and $8.6m,
respectively. We expect sales to fall sequentially in Q3 as parts of West Africa go through the
typical rainy season, before rebounding in Q4 and ending the year on a strong note.

• Industry trends serve as the backbone for long-term prospects. In a recent MDI preview
note, we reviewed the macroeconomic trends that supported our long-term optimism for the
mineral drilling industry. Specifically, we found that between 2006-2020, the correlation of
gold price and gold exploration budgets was ~56%, but rises to 77% when shortening the
timeframe to 2006-2016. Likewise, this correlation is even more noticeable for copper, whose
correlation between 2000-2020 is 83%, and rises slightly to 85% when omitting the last four
years (Fig 1,2). We believe that exploration trends have become disconnected from the prices
of metals in recent years, and that we are overdue for a multi-year recovery in exploration
activity, which should be a boon for drillers like GEO. This is further supported by a 35%
decline in senior gold reserves since 2011, as well as an expected supply shortage for copper
driven by electrification trends.

• GEO has several medium-term catalysts. Growth remains top-of-mind for Geodrill as it
executes on a number of long-term top-line initiatives. The company's geographic expansion
into Egypt is proceeding well, with the first drills expected to start turning partway into Q3.
In LATAM, the company continues to expand its presence through the addition of another
drill rig and expects the lifting of COVID restrictions to support rising activity in the coming
quarters. Meanwhile, while no drill & blast contracts have been announced yet, the company
expects to hear the status of one bid in the coming weeks, and is in the running for another two
opportunities. Each contract could represent up to $50m in activity over a 3-year contract, so
the impact to GEO's results should be material. Together with expected growth in exploration
activity in the company's key West African market, we expect a multi-year runway extending
beyond our 2022 forecast horizon.

• Fine-tuning estimates, maintain $3.25 target. We trim our Q2 estimates slightly for flatter
results between Q1/Q2 (excluding the impact of one-time gains), but increase revenue and
EBITDA estimates in future periods to reflect additional drill rig purchases. Moreover, we
moderate our FCF estimates slightly to reflect the impact of receivables given the company's
strong revenues. Our 2021E EBITDA rises incrementally to $30.1m from $29.8m, while in
2022E EBITDA climbs to $31.7m from $30.2m. This increase is offset by a corresponding
drop in cash balance to fund the rigs, thus leaving our C$3.25 target unchanged.

Prepared by Stifel Nicolaus Canada Inc.
Stifel does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that
the firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as
only a single factor in making their investment decision.
All relevant disclosures and certifications appear on pages 4 to 6 of this report.
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Investment Thesis
We believe Geodrill's long-term growth is supported by a number of external and internal drivers:
1. Gold mining companies have been in an 9-year downcycle. Falling reserves, strong metals prices, and low interest rates should

support industry-wide secular tailwinds for exploration activity. Meanwhile, the copper industry's supply deficit and Y/Y price
performance should also support continued exploration.

2. The company's expansion into mine blast hole drilling should support revenue growth, especially with existing clients thanks to GEO's
strong relationships and cross-selling opportunities.

3. As a top-tier operator in its core West African market GEO should see continued demand among new / existing clients, while
geographic expansion into new regions (such as LATAM) serves as the next phase of growth.

Figure 1 - Global mineral exploration budgets by year

.
Source: S&P Global Market Intelligence

Figure 2 - Gold and Copper exploration budgets compared to underlying metals prices

.
Source: S&P Global Market Intelligence, Stifel GMP
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Figure 3 - Updated estimates

.
Source: Company reports, Stifel GMP estimates

Figure 4 - Comp table

.
Source: S&P Capital IQ, Stifel GMP estimates
All forecasts except for Major Drilling and Geodrill reflect consensus estimates.

Target Price Methodology/Risks
Our C$3.25 target price is based on 3.0x 2022 EV/EBITDA. Our multiple reflects Geodrill's 5-year average forward trading multiple.

Risks to our target include broad economic support for mining activity and exploration budgets, the impact of possible COVID or political
shutdowns on drilling activity, and competition from other drilling companies.

Company Description
Geodrill Limited is a mid-sized drilling services firm, with a fleet of 68 drilling rigs. Operations are currently focused in Western Africa, together
with a minor presence in Zambia and growing activity in Latin America. Gold drilling represents >90% of the company's revenues. GEO has
recently expanded its service offering to include mine blast hole drilling, which together with its geographic growth should support long-term
revenue potential. Growth is also supported by a number of secular tailwinds that should serve to drive strong exploration activity beyond
our forecast horizon, including falling gold reserves, strong metals prices, and a widening supply deficit for copper.
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Important Disclosures and Certifications
I, Anthony Prost, certify that the views expressed in this research report accurately reflect my personal views about the subject
securities or issuers; and I, Anthony Prost, certify that no part of my compensation was, is, or will be directly or indirectly related
to the specific recommendations or views contained in this research report.

Our European Policy for Managing Research Conflicts of Interest is available at www.stifel.com/institutional/
ImportandDisclosures.

Geodrill Limited (GEO CN) as of July 07, 2021 (in CAD)
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*Represents the value(s) that changed.
Buy=BUY; Speculative Buy=SBUY; Hold=HOLD; Sell=S; Discontinued=D; Suspended=SU; Initiation=I

For a price chart with our ratings and target price changes for GEO CN go to
http://stifel2.bluematrix.com/sellside/Disclosures.action?ticker=GEO CN

Stifel Canada or an affiliate expects to receive or intends to seek compensation for investment banking services from Geodrill Limited in
the next 3 months.
The equity research analyst(s) responsible for the preparation of this report receive(s) compensation based on various factors, including
Stifel's overall revenue, which includes investment banking revenue.

Investment Rating System

Our investment rating system is defined as follows:

Buy - We expect a total return of greater than 10% over the next 12 months with total return equal to the percentage price change plus
dividend yield.

Speculative Buy1 - We expect a total return of greater than 30% over the next 12 months, with total return equal to the percentage price
change plus dividend yield, accompanied by substantially higher than normal risk including the possibility of a binary outcome.

Hold - We expect a total return between -5% and 10% over the next 12 months with total return equal to the percentage price change
plus dividend yield.

Sell - We expect a total return below -5% over the next 12 months with total return equal to the percentage price change plus dividend yield.

Occasionally, we use the ancillary rating of Suspended (SU) to indicate a long-term suspension in rating and/or target price, and/or coverage
due to applicable regulations or Stifel policies. Alternatively, Suspended may indicate the analyst is unable to determine a "reasonable basis"
for rating/target price or estimates due to lack of publicly available information or the inability to quantify the publicly available information
provided by the company and it is unknown when the outlook will be clarified. Suspended may also be used when an analyst has left the firm.
1 This rating is only utilised by Stifel Canada.

Of the securities we rate, 57% are rated Buy, 1% are rated Speculative Buy, 28% are rated Hold, 2% are rated Sell and 12% are rated
Suspended.
Within the last 12 months, Stifel or an affiliate has provided investment banking services for 25%, 8%, 0% and 8% of the companies whose
shares are rated Buy (includes Speculative Buy), Hold, Sell and Suspended respectively.

Within the last 12 months, Stifel or an affiliate has provided material services for 42%, 60%, 20%, 23% and 14% of the companies whose
shares are rated Buy, Speculative Buy, Hold, Sell and Suspended respectively.

Additional Disclosures

Please visit the Research Page at www.stifel.com for the current research disclosures and respective target price methodology applicable
to the companies mentioned in this publication that are within Stifel Canada's coverage universe. For a discussion of risks to target price
including basis of valuation or methodology, please see our stand-alone company reports and notes for all stocks.
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The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us and is not a complete
summary or statement of all available data, nor is it considered an offer to buy or sell any securities referred to herein. Opinions expressed
are as of the date of this publication and are subject to change without notice. These opinions do not constitute a personal recommendation
and do not take into account the particular investment objectives, financial situation or needs of individual investors. Employees of Stifel, or
its affiliates may, at times, release written or oral commentary, technical analysis or trading strategies that differ from the opinions expressed
within. Stifel or any of its affiliates may have positions in the securities mentioned and may make purchases or sales of such securities from
time to time in the open market or otherwise and may sell to or buy from customers such securities on a principal basis; such transactions
may be contrary to recommendations in this report. Past performance should not and cannot be viewed as an indicator of future performance.
Unless otherwise noted, the financial instruments mentioned in this report are priced as of market close on the previous trading day and
presumed performance is calculated always over the next 12 months.

As a multi-disciplined financial services firm, Stifel regularly seeks investment banking assignments and compensation from issuers for
services including, but not limited to, acting as an underwriter in an offering or financial advisor in a merger or acquisition, or serving as a
placement agent in private transactions.

Affiliate Disclosures

This report has been prepared by Stifel Nicolaus Canada Incorporated. (“Stifel Canada”), which is authorized and regulated by
the Investment Industry Regulatory Organization of Canada (“IIROC”), and also trades under the names “Stifel GMP” and/or “Stifel
FirstEnergy”. All relevant disclosures required by regulatory rules (including IIROC)and Stifel Canada’s recommendation statistics and
research dissemination policies can be obtained at www.Stifel.com/Research or by calling Stifel Canada’s Compliance Department. Stifel
Canada will provide, upon request, a statement of its financial condition and a list of the names of its Directors and senior officers.

References to “Stifel” (collectively ”Stifel”) refer to SFC and other associated affiliated subsidiaries including (i) Stifel, Nicolaus & Company,
Incorporated (“SNC”); (ii) Keefe, Bruyette & Woods, Incorporated (“KBWI’’), which are both U.S. broker-dealers registered with the United
States Securities and Exchange Commission (“SEC”) and members of the Financial Industry National Regulatory Authority (“FINRA”),
respectively; (iii) Stifel Nicolaus Canada, Incorporated. (“Stifel Canada”), which is authorised and regulated by Investment Industry
Regulatory Organization of Canada (“IIROC”), and also trades under the names “Stifel GMP” and/or “Stifel FirstEnergy”; (iv) Stifel Nicolaus
Europe Limited (“SNEL”), which is authorised and regulated by the Financial Conduct Authority (“FCA”) (FRN 190412) and is a member of
the London Stock Exchange and also trades under the name Keefe, Bruyette & Woods Europe (“KBW Europe”); and (v) Stifel Europe Bank
AG (“SEBA”), which is regulated by the German Federal Financial Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht;
“BaFin”) and is a member of Deutsche Boerse and SIX Swiss Exchange and (vi) Stifel Schweiz AG (“STSA”), which is representative of
SEBA in Switzerland and regulated by the Eidgenössische Finanzmarktaufsicht (“FINMA”). SNEL, SEBA and STSA are collectively referred
to as Stifel Europe.

Registration of non-US Analysts: Any non-US research analyst employed by Stifel contributing to this report is not registered/qualified as
a research analyst with FINRA and is not an associated person of the US broker-dealer and therefore may not be subject to FINRA Rule
2241 restrictions on communications with a subject company, public appearances, and trading securities held by a research analyst account.

Global Research Notes: Stifel Global Research (Cross-Border Research) notes are intended for use only by Institutional or Professional
Clients. Research analysts contributing content to these reports are subject to different regulatory requirements based on the jurisdiction in
which they operate. Clients seeking additional information should contact the Stifel entity through which they conduct business.

SEBA & STSA Sponsored Research: At SEBA & STSA, analysts may produce issuer paid research ('sponsored research'). This research
is produced by analysts in accordance with local regulatory requirements relating to such research. In certain jurisdictions, this issuer
paid research may be deemed to be independent research albeit not produced to the same conflicts of interest standards required by all
jurisdictions for independent research. Where research has been paid for by an issuer, this will be clearly labelled. Please see our European
Policy for Managing Research Conflicts of Interest for additional information.

Country Specific and Jurisdictional Disclosures

United States: Research produced and distributed by Stifel Canada is distributed by Stifel Canada to "Major US Institutional Investors" as
defined in Rule 15a-6 under the US Securities Exchange Act of 1934, as amended. SNC may also distribute research prepared by Stifel
Canada directly to US clients, including US clients that are not Major US Institutional Investors. In these instances, SNC accepts responsibility
for the content. Stifel Canada is a non-US broker-dealer and accordingly, any transaction by a US client in the securities discussed in the
document must be effected by SNC. US clients wishing to place an order should contact their SNC representative.

UK: This report is distributed in the UK by SNEL, which is authorised and regulated by the Financial Conduct Authority (FCA). In these
instances, SNEL accepts responsibility for the content. Research produced by Stifel Europe is not intended for use by and should not be
made available to retail clients as defined by the FCA.

European Economic Area (EEA): This report is distributed in the EEA by SEBA, which is authorized and regulated by the German Federal
Financial Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht; “BaFin”). In these instances, SEBA accepts responsibility
for the content. Research produced by Stifel Europe is not intended for use by and should not be made available to retail clients as defined
under MiFID II.
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The complete preceding 12-month recommendations history related to recommendation(s) in this research report is available at https://
stifel2.bluematrix.com/sellside/MAR.action

Australia: Research produced by Stifel is distributed by SNEL under the Australian Securities and Investments Commission (“ASIC”) Class
Order [CO 03/1099] exemption from the requirement to hold an Australian Financial Services Licence (“AFSL”). This research may only be
distributed to a “Wholesale Client” within the meaning of section 761G of the Corporations Act 2001 (Cth).

Brunei: This document has not been delivered to, registered with or approved by the Brunei Darussalam Registrar of Companies, Registrar
of International Business Companies, the Brunei Darussalam Ministry of Finance or the Autoriti Monetari Brunei Darussalam. This document
and the information contained within will not be registered with any relevant Brunei Authorities under the relevant securities laws of Brunei
Darussalam. The interests in the document have not been and will not be offered, transferred, delivered or sold in or from any part of Brunei
Darussalam. This document and the information contained within is strictly private and confidential and is being distributed to a limited
number of accredited investors, expert investors and institutional investors under the Securities Markets Order, 2013 ("Relevant Persons")
upon their request and confirmation that they fully understand that neither the document nor the information contained within have been
approved or licensed by or registered with the Brunei Darussalam Registrar of Companies, Registrar of International Business Companies,
the Brunei Darussalam Ministry of Finance, the Autoriti Monetari Brunei Darussalam or any other relevant governmental agencies within
Brunei Darussalam. This document and the information contained within must not be acted on or relied on by persons who are not Relevant
Persons. Any investment or investment activity to which the document or information contained within is only available to, and will be engaged
in only with Relevant Persons.

Canadian Distribution: Stifel Canada is a member of IIROC and a participant of the TSX, and TSX Venture Exchange. 145 King Street
West, Suite 300 Toronto, Ontario M5H 1J8 Tel: (416) 367-8600.

Republic of South Africa: Research produced by Stifel is distributed by SNEL to "Clients" as defined in FSCA FAIS Notice 20 of 2018
(the "FAIS Notice") issued by the Financial Services Conduct Authority. Research distributed by SNEL is pursuant to an exemption from the
licensing requirements under Section 7(1) of the Financial Advisory and Intermediary Services Act, 2002.

In jurisdictions where Stifel is not already licensed or registered to trade securities, transactions will only be affected in accordance with
local securities legislation which will vary from jurisdiction to jurisdiction and may require that a transaction is carried out in accordance
with applicable exemptions from registration and licensing requirements. Non-US customers wishing to effect transactions should contact a
representative of the Stifel entity in their regional jurisdiction except where governing law permits otherwise. US customers wishing to effect
transactions should contact their US salesperson.

The securities discussed in this report may not be available for sale in all jurisdictions and may have adverse tax implications for investors.
Clients are advised to speak with their legal or tax advisor prior to making an investment decision.

The recommendation contained in this report was produced at 8 July 2021 17:46EDT and disseminated at 8 July 2021 17:46EDT.
Additional Information Is Available Upon Request

© 2021 Stifel Canada. This report is produced for the use of Stifel Canada customers and may not be reproduced, re-distributed or passed
to any other person or published in whole or in part for any purpose without the prior consent of Stifel Canada. Stifel Nicolaus Canada Inc.,
145 King Street West, Suite 300, Toronto, Ontario M5H 1J8.
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