SPROTT CANADIAN EQUITY FUND
December 2016 Commentary

The Sprott Canadian Equity Fund, Series A returned 3.89% in December and was down by 1.56% in 2016. The S&PTSX
Total Return Index returned 1.66% for the month and 21.08% in 2016.
The ‘Trump’ trade raged on into December. Asset classes exposed to North American and to a lesser extent global
reflation trends were the best performing areas of the market. Assets with exposure to base metals, energy, infrastructure,
construction, consumer discretion and especially financials all performed incredibly well since the U.S. election in early
November. Defensive areas of the market (precious metals, staples, REIT’s and utilities) all underperformed dramatically as
investors rushed to rotate portfolios into year end.
The fund enjoyed a good month as it was well positioned in energy, U.S. cyclical stocks and a few Canadian special
situations that hit milestones before the year end. The tailwind from the U.S. election allowed us to reduce some of our U.S.
exposure specifically in construction, home building and infrastructure. Although the political landscape has changed and
there could be some policy changes that could improve overall growth we still believe it is early and that corporate profits
and margins from these policies won’t impact corporations for a few quarters. Valuations have also risen dramatically which
makes the risk/reward prospects less favorable. With that said we do not mind holding a little extra cash heading into the
beginning of 2017.
We ended the year with an above market weighting in Consumer Discretionary as we believe the consumer (specifically in
the U.S.) has repaired their balance sheets and will be beneficiaries of a healthy economy specifically, decent employment
and rising wages. We hold a market weight in Energy as we believe the crude markets are now more balanced than in
the last few years and for the first time in almost a decade OPEC has agreed to reduce supply in order to improve market
pricing. As discussed above, we have raised our cash balance to approximately 15% of the fund’s assets and will look for
interesting ways to deploy it in 2017.
A key contributor to the performance in December was a company operating in the financial sector. The company has
been a leading originator of prime mortgages for the last several years and is the number three competitor in its field
as measured by its market share. The company is well run by its founders who were also responsible for building a
similar business for a large tier 1 bank. They remain large shareholders and are very much aligned with the company’s
shareholders, a data point we place a great deal of emphasis on. As we’ve discussed in these letters month after month
we look for investment opportunities that sometimes fly under the radar, look attractively priced and that have potential
catalysts to unlock the value. Well for this specific investment one of the catalysts occurred in December as it became
one of few companies to receive a Schedule I Banking License, a rare and valuable asset for any financial institution. The
business is now well positioned to diversify its revenue mix, create and offer new and interesting banking products which
should ultimately drive profits and value to equity holders over the next several years. The stock remains inexpensive at
8.0x next year’s EPS estimates and 1.2x its forward price to book value estimate. Bank stocks currently trade for 12.5x Price
to Earnings and 1.6x Price to Book Value. We believe that over the next three to five years the business could double its
earnings and its share price!
Thank you for your continued support and confidence in the fund.

Jon Wiesblatt,
Portfolio Manager

James Bowen,
Portfolio Manager
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	All returns and fund details are a) based on Series A units; b) net of fees; c) annualized if period is greater than one year; d) as at December 30, 2016; e) 1997 annual
returns are from 09/26/97 to 12/31/97. The index is 100% S&P/TSX Composite TRI 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: commodity
risk; concentration risk; credit risk; currency risk; derivatives risk; exchange traded funds risk; foreign investment risk;
inflation risk; interest rate risk; liquidity risk; market risk; securities lending, repurchase and reverse repurchase transactions
risk; series risk; short selling risk; small capitalization natural resource company risk; small company risk; tax 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, performance fees (if any), 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 units 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.

