SPROTT RESOURCE CLASS
August 2016 Commentary

Out of the 24 resource funds we consider peers, the Sprott Resource Class is the number one fund YTD, 1-year and 3-year.
The Resource Class continued to mark modest gains in August, returning 0.7% in the month and outperforming the
blended benchmark by 3.8%. This takes the Resource Class YTD returns to 80.7% vs. 35.9% for the benchmark. The
Fund’s August return is notable because it was achieved in a month where gold equities declined 17% (as measured by
the S&P/TSX Global Gold Index) while the Fund maintained its 40% weight in the sector. In fact, with the sharp pullback
in gold equities, the Sprott Resource Class has now outperformed the gold ETF (XGD) on a YTD basis to the end of August
despite only allocating 40-45% to the sector (see Chart 1).
This also raises an important topic we wish to highlight in this month’s commentary. We want to dispel the potential
misconception that the strong performance of the Sprott Resource Class over the past year has been solely the result of a
gross overweight in gold equities. This misconception could not be further from the truth. Looking at the fund’s YTD sector
weightings (Chart 2), one can clearly see the fund’s weightings have been steady at around 40% for both gold and energy
equities throughout the year. So the strong performance of the Sprott Resource Class is more a result of stock selection and
tactical asset allocation rather being overweight or underweight a particular sector.
In terms of positioning, we remain cautious on industrial metals, with many diversified miners still sitting on significant YTD
gains despite the recent 20-30% pullback driven by copper prices falling into negative territory for the year. The pullback
in gold equities is a much needed / anticipated breather that sets up the group for a year-end rally, provided macro forces
continue to be favourable. Energy equities continue to be favoured as the supply surplus continues to erode with lower US
production. Finally, agriculture and fertilizers may be showing early signs of life as potential consolidation in the industry
could act as a catalyst to reduce excess supply.
As always, the Sprott Resource Class team remains diligent in uncovering the hidden gems while offering superior
downside protection for investors interested in the resource space.

Chart 1: YTD Performance to August 31, 2016

Chart 2: Monthly Sector Weighting
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B lended Index (50/50 S&P/TSX Capped Materials Total Return Index and S&P/TSX Capped Energy Total Return Index) is computed by Sprott Asset Management LP based
on available index information.
1
	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 August 31, 2016; e) 2011 annual
returns are from 10/17/11 to 12/31/11.
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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; regulatory 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; 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, 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 August 31, 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.

