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December 2016 Commentary

The month of December saw a continuation of what transpired across the financial markets following the U.S. elections. The
primary focal point after the U.S. elections has been the U.S. dollar and it has been the primary driver of market action as of late.
As the U.S. dollar continued to strengthen in the final month of the year, yields moved higher and the broader equity markets
followed suit. Investors drove broader markets higher as they piled into cyclicals and financials during December. As the year
ended, US 10-year yields stood at 2.44% following a rapid rise from the election-day low of 1.81% in November. Besides the
election of Donald Trump in the presidential race, the move in yields was probably one of the biggest surprises of the quarter.
The yield curve steepened considerably as a result. On December 14th, as widely anticipated, the Fed raised the short term rates
by 0.25%.
The FOMC outlook leaned more hawkish than investors expected following the rate hike. The Fed guided to three rate hikes
in 2017 (up from two) without changing its economic outlook. This move spooked an already jittery silver market. ETFs were
liquidated and there were reports of weak physical demand. The silver price bottomed below $16 per ounce just before
Christmas and has been recovering since then. The MSCI Select Silver Miners (CAD) Index lost 2.51%, while the Sprott Silver
Equities Class fell 2.07% for the month. For the year, the MSCI Select Silver Miners Index returned 86.16%, while the Sprott
Silver Equities Class gained 91.34%.
As we progress into 2017, the outlook for silver is decidedly positive. We believe the oversold conditions that have persisted over
the past few months represent an opportunity. Over the shorter term, we expect silver and silver equities to move higher as real
rates move lower while the U.S. dollar takes a pause. Junior mining equities that were sold into an illiquid market should revert
trade back towards more reasonable valuations. It is also worth mentioning that on a seasonal basis, January has also proved
to be profitable for those invested in gold and silver equities. When we look out a bit further, it becomes clear that all eyes are
on President Trump’s policies and their potential ramifications. Judging by the campaign trail and Election Day rhetoric, these
policies are likely to be inflationary, which is music to the precious metals investor’s ear. Tax cuts to individuals and businesses
will translate to increased demand for goods and services and loans. This could potentially increase money velocity and continue
to push the upward trending CPI higher. Large infrastructure spending is likely to stoke further wage inflation. Variables such
as trade protectionism, increasing government debt, a slowing China and a rise in global populism are likely to create a potent
volatility cocktail for 2017. Gold and silver do well when debt is monetized, when inflation rises and when asset class volatility
rises. We may see all of the above in 2017.
The top contributors to the Fund in December were Continental Gold Inc., Silver Wheaton Corp. and Silvercrest Metals Inc.
Continental Gold received the final permit for its Buritica gold project in Colombia. This was a major event for the company.
Buritica is a large, high grade, independently owned, construction-ready gold project. Silver Wheaton recovered from oversold
levels. Silvercrest closed a financing to continue exploring its Mexican property and also announced that the company’s CEO has
returned from medical leave and resumed his full-time duties. Silvercrest is well-positioned to advance Las Chispas in 2017.
The top detractors from the Fund were Hecla Mining Company, Pan American Silver and First Majestic Silver. All three companies
are levered to the price of silver and suffered disproportionately in the sell-off.
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	All returns and fund details are a) based on Series A shares; b) net of fees; c) annualized if period is greater than one year; d) as at December 30, 2016; e) 2012 annual
returns are from 02/28/12 to 12/31/12. The index is 100% MSCI ACWI Select Silver Miners IMI (CAD) Index and is computed by Sprott Asset Management LP based on
publicly available index information.
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The Fund is generally exposed to the following risks. See the prospectus of the Fund for a description of these risks: capital
gains risk; class risk; commodity risk; concentration risk; currency risk; derivatives risk; exchange traded funds risk; foreign
investment risk; inflation risk; liquidity risk; market risk; securities lending, repurchase and reverse repurchase transactions
risk; series risk; short selling risk; small capitalization natural resource company risk; substantial shareholder risk; tax risk;
uninsured losses risk.

The opinions, estimates and projections (“information”) contained within this report are solely those of Sprott Asset Management LP (“SAM”) and are
subject to change without notice. SAM makes every effort to ensure that the information has been derived from sources believed to be reliable and
accurate. However, SAM assumes no responsibility for any losses or damages, whether direct or indirect, which arise out of the use of this information.
SAM is not under any obligation to update or keep current the information contained herein. The information should not be regarded by recipients as a
substitute for the exercise of their own judgment. Please contact your own personal advisor on your particular circumstances. Views expressed regarding
a particular company, security, industry or market sector should not be considered an indication of trading intent of any investment funds managed by
Sprott Asset Management LP. Any reference to a particular company is for illustrative purposes only and should not to be considered as investment advice
or a recommendation to buy or sell nor should it be considered as an indication of how the portfolio of any investment fund managed by Sprott Asset
Management LP is or will be invested. SAM LP and/or its affiliates may collectively beneficially own/control 1% or more of any class of the equity securities
of the issuers mentioned in this report. SAM LP and/or its affiliates may hold short position in any class of the equity securities of the issuers mentioned in
this report. During the preceding 12 months, SAM LP and/or its affiliates may have received remuneration other than normal course investment advisory
or trade execution services from the issuers mentioned in this report.
Sprott Asset Management LP: Toll Free: 1.866.299.9906. DEALER SERVICES: RBC Investor & Treasury Services: Tel: 416.955.5885; Toll Free: 1.877.874.0899.
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Sprott Asset Management LP is the investment manager to the Sprott Funds (collectively, the “Funds”). Commissions, trailing commissions, management
fees, other charges and expenses all may be associated with mutual fund investments. Please read the prospectus carefully before investing. The indicated
rate of return for series A shares of the Fund for the period ended December 30, 2016 is based on the historical annual compounded total return including
changes in unit value and reinvestment of all distributions and does not take into account sales, redemption, distribution or optional charges or income
taxes payable by any unitholder that would have reduced returns. Mutual funds are not guaranteed, their values change frequently and past performance
may not be repeated. The information contained herein does not constitute an offer or solicitation by anyone in the United States or in any other jurisdiction
in which such an offer or solicitation is not authorized or to any person to whom it is unlawful to make such an offer or solicitation. Prospective investors
who are not resident in Canada should contact their financial advisor to determine whether securities of the Fund may be lawfully sold in their jurisdiction.

