SPROTT RESOURCE CLASS
October 2016 Commentary

October was another volatile month for resources. On October 4th gold bullion lost 3.4% in a single day (a 3 sigma event)
driven by rumours that the ECB was going to taper their quantitative easing program. This rumour coupled with the
likelihood of the US Federal Reserve raising interest rates in December and expectations that the BOJ monetary policy was
approaching the limits of its effectiveness caused gold miners to suffer a one-day 10% drop; the largest one-day drawdown
in over a year. In hindsight, although we had trimmed our gold exposure in early October, it was clearly not enough.
Although the TSX Capped Energy Index had a positive month in October, it was led by large-caps such as Suncor
and Imperial Oil which returned 10.5% and 6.0% respectively. Generally, when the largest constituents of a benchmark
are also the best performing, it is difficult to outperform the benchmark. It is not surprising then that almost all of the
resource fund peers we track underperformed the blended benchmark in October. The Resource Class was no exception,
returning a -4.4% versus 0.7% for the blended benchmark. This underperformance brings up the main topic of this month’s
comment – active vs passive investment.
Active vs passive has been a very hot topic recently as all the major news and media outlets have called for the demise
of active fund management and investors have voted with their wallets (Figure 1 below). As a mutual fund manager, we
are obviously biased towards active fund management. However, we are not advocating that all active management is
superior. In fact, we agree with the facts that the majority of active managers underperform their passive benchmarks
because of fees, closet indexing and a host of other factors. However, we believe the resource sector has enough pockets
of inefficiencies to justify active management. In recent months we have spoken at length about our investment process
and how we try to identify the hidden gems that may be overlooked by other market participants. It is this process
combined with a relatively inefficient resource market that has allowed the Resource Class to outperform its blended
benchmark by 12.9% p.a. on a 3-year basis.
This outperformance is not “free”, however. Volatility is the price investors have to be willing to pay. In order to
outperform, our portfolio has to be significantly different from the benchmark. While we strive to make the best possible
investment decisions on a day-to-day basis, there will inevitably be periods, such as October, where we underperform the
benchmark. While month-to-month returns may be volatilie, we are confident that over the long-run the Resource Class will
outperform the blended benchmark and peers.
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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.
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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 October 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 October 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.

