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The silver market is in the throes of several changing trends as the COVID-19 pandemic
upends the global economy. When the dust settles, we see a bullish case for silver
prices, as investment demand ticks upward while supply constraints linger.

Silver is Lagging Gold in 2020

Silver entered 2020 with a constructive outlook. As the world economy was showing
signs of slowing and debt levels continued to increase globally, central banks began
turning on the liquidity taps through interest rate cuts and bond purchase programs of
various kinds. Silver rallied close to $19/0z by the end of February until the rapid spread
of the COVID-19 coronavirus threatened the global economy and financial markets in
earnest. Once the pandemic took hold beyond China, silver took a hit and dropped to
a low of $12/0z in mid-March, but has rallied back to near $16/0z since then (as of
4/15/2020).

On a year-to-date basis, silver lags gold with a decline of 13% versus gold's rise of
13% (as of 4/15/2020). Though the metal has recovered somewhat, we see significant
upside potential from current levels and predict a repeat of a post-Global Financial Crisis
(GFC) move, as we discuss below.

Figure 1. Silver vs. Gold Prices (2007 — April 2020)

Silver at $49.50 =50
GOLDS WXAG | pril 2011
1800 |
{1733.84/|45
A 1600 4
H-‘ 35
Post GFC A A A 1400
Metals Bull N\ M
Market "’ | \ \ ,."|I
(]} U a0
! w 1200
II | Gold/Silver Ratio = 110 =25
[ \ /\.q 1000
|.I } . lllua\\lll\“‘l [Jm\/] .20
| el i
I\ A/ \ A TRYAY! M
M \/*\ ) NV ‘/\-\
WA vy W L
N
V Lo
Silver at $11.60
OIC‘IE:::: 2008 600
2007 2008 2009 2010 2011 @ 2012 2013 2014 2015 2016 2017 2018 2019 2020

Data as of 4/15/2020. Source: Bloomberg. The gold spot price is measured by GOLD Comdty Index; the silver spot
price is measured by the XAG USD Index. You cannot invest directly in an index. Past performance is no guarantee
of future results.
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The gold/silver ratio is very high at 110, given that the ratio has averaged 65 since the 1980s. Silver has a strong correlation
to gold, and it has the potential to move significantly if the gold/silver ratio reverts to historical norms.

How the Pandemic is Affecting Silver: Demand & Supply

In looking closer at silver supply and demand trends, our outlook is for higher silver prices as the pressures of the COVID-19
global pandemic subside. We believe that industrial demand will recover, and that supply will come under pressure. At the
same time, investor demand is just beginning to manifest itself through record-high silver ETF inflows (see Figure 4) and
increased coin and bar sales. Similar to gold bullion, we expect investment demand to ramp up because of the unprecedented
amounts of liquidity and monetary easing being released into the financial system in response to the current credit crisis.

Approximately half of the demand for silver comes from industrial buyers. As the pandemic

. . L o . “Silver often lags gold in
constrains economic activity worldwide, industrial demand has clearly softened. Recent 9

performance, as the initial

purchasing manager index (PMI) figures have given us the first glimmer of the damage, buying of gold is driven by
with the J.P.Morgan Global Composite PMI coming in at 39.4" for March activity. We panic and fear. Silver generally
expect that PMIs will fall further in the coming months. (Read two of my prior reports on catches up in performance,
silver's industrial role: Silver's Critical Role in Electrification May Fuel its Rise and Silver: once the precious metals
An Essential Metal for the 21st Century.) bull market is underway.”

Notably, the more severe contraction is reflected in the services sector,? rather than the manufacturing sector, as global stay-
at-home orders wreak havoc on normal consumer activities and the employment market. In comparison, the manufacturing
sector may see less impact and a shorter recovery timeline. It is challenging to predict when industrial activity will recover.
New data out of China, which is beginning to reopen some industrial operations, is relatively encouraging.

Figure 2. Industrial Buyers Drive More Than 50% of Silver Demand
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Source: GFMS Refinitiv, Metals Focus, Silver Institute, UBS.
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Mine closures are offsetting the decline in manufacturing demand for silver. Pandemic lockdowns have already suspended
several critical mining operations across Mexico, Peru, Argentina and Bolivia, all major hubs of silver supply (Argentina is
reopening its mines after declaring mining an essential service on April 3). Most restrictions are in place through April, but we
believe this date is subject to extension, depending on virus containment efforts. Silver mining is relatively concentrated, with
Mexico and Peru together accounting for about 40% of global supply.

Figure 3. Potential for Long-Term Supply Disruption as Mine Production Is Suspended

A number of the world's most significant silver mining locations have halted or lowered production in response to virus
containment measures.

Top 20 Silver Producing Countries (Moz)
(Red text indicates countries with mine suspensions.)

Rank Country 2018
1 Mexico 196.6
2 Peru 144.9
3 China 1149
4 Russia 434
5 Chile 421
6 Bolivia 39.9
7 Poland 396
8 Australia 354
9 United States 280
10 Argentina 26.5
11 Canada 248
12 India 232
13 Kazakhstan 19.5
14 Sweden 146
15 Indonesia 1.9
16 IMorocco 1.2
17 Turkey 55
18 Armenia 5.0
19 Iran 3.6
20 Dominican Republic 34

Rest of the World 21.7
World Total 855.7

Source: GFMS Refinitiv.

We think there's also good reason to set conservative expectations around future supply. The pandemic is already forcing
short-term mine closures and grounding transport lines, but these issues could persist long after the initial health crisis has
passed. The longer the pandemic impacts global health, the more likely it is that mining companies and the supply chain face
viability issues.

Depressed commodity pricing makes it even less profitable to mine, lowering the incentive for companies to take the risk
of restarting operations or exploring for new silver deposits. Mine supply has been declining since 2015. A lack of new ore
discoveries combined with the disruptions caused by the pandemic do not bode well for this supply trend to turn around. Also,
silver's continued price weakness has a significant impact on the metal’s scrap market: silver scrap supply is price-sensitive
and has been in a declining trend since the price of silver peaked in 2011.
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The Upside in Investment Demand

We see the current phase as a window of value for silver thanks to growing investor demand for the metal. We see two critical
buyers poised for higher investment demand: global mint buyers and ETFs as agents of demand for safety-seeking retail and
institutional investors.

Silver does have important industrial uses. However, it also has a central role as a monetary asset with close ties to the value
of gold. Investors have historically used both metals as a store of value and an option for safe haven investing during windows
of volatility and uncertainty. Silver was the first metal used as a currency, more than 4,000 years ago, in the form of ingots
for trade.

Thus far in the COVID-19 crisis, we are experiencing the same investment demand trends that drove both gold and silver
bullion significantly higher after the GFC of 2007-2009 (Figure 1). Following the GFC, gold and silver staged a significant bull
run that extended for years, with silver appreciating 440% from its trough in 2008 to its $48.44/0z peak in 2011.

Figure 4. Silver Outpaced Gold in Post GFC Bull Market (August 2007 to January 2012)
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Source: Bloomberg.

It is important to note that silver often lags gold in performance, as the initial buying of gold is driven by panic and fear. Silver
generally catches up in performance. During the GFC, the gold-to-silver ratio skyrocketed from ~50:1 to more than 80:1,
eventually bottoming at 32:1in 2011. In other words, the panic selling at the end of 2008 hurt silver more, but as the markets
recovered, silver outperformed. As of this writing, the gold/silver ratio is historically high at 110:1.

“Unlimited” Levels of Quantitative Easing (QE) Support the Case for Precious Metals

We already see a resurgence in investment demand: it started last year when the Fed and other central banks resumed their
monetary easing by lowering interest rates. Total silver ETF holdings grew 16% or 82.7 million oz. in 2019. The onset of the
COVID-19 pandemic only spurred demand further when numerous governments took measures to resuscitate their economies
through monetary and fiscal stimulus. ETFs added 42 million oz in Q1, of which 30.3 million 0z were added in March and are
at all-time highs (Source: Bloomberg).
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Figure 5. Silver ETF Holdings Reach All-Time Highs (2006-2020)
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Source: Bloomberg; ETSITOTL Index. Data as of 4/15/2020.
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Silver Coin and Bar Demand is Surging

Global coin and bar demand are also rising sharply. While last year saw moderate growth at 4.7%, this year is expected to
be stronger with predictions of 24% growth to 261 million oz (Source: GFMS Refinitiv). When the silver price hit a 10-year
low this past March, silver coin sales at the U.S. Mint surged and there were reports of shortages in multiple markets with
premiums for retail products spiking.

“American Eagle silver coins rose by 4,832,500 ounces in March, marking
gains of 643.5% from February’s total of 650,000 ounces and 468.5% from
the 850,000 ounces moved in March of last year. American Silver Eagle sales
for the year so far at 9,328,500 coins are 34.7% higher than the 6,925,000
coins sold through the same time in [2019].” (Source: Coinnews.net. Gold
and Palladium Surge in First Quarter 2020; U.S. Mint Bullion Sales Explode
in March.)

Australia’s Perth Mint also reported having to increase the production of
its popular 1-ounce Silver Kangaroo coin to meet a backlog of orders, with
significant stock going to Europe and the U.S. where demand “went through
the roof.” (Source: Bloomberg. Top Mint Ramps Up Silver Coin Output After
Demand Surges.)
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An Unexpected Turn but Thesis Supporting Silver Is Unchanged

The pandemic has conveyed new risks to a portion of the silver market: as manufacturing activity comes to a standstill,
industrial demand is lacking. In the short term, markets are likely to continue to be highly volatile, and the silver price may
follow. However, our thesis is that silver has significant upside stemming from higher investment demand with buyers seeking
protection from the devaluation of fiat currencies around the world. As governments seek to stimulate their respective
economies, silver — like gold — offers a safe haven. Although the silver market is small in size, it has the potential to move
higher quickly when conditions are supportive and to outperform more traditional asset classes.

Figure 6. Both Gold and Silver Have Outperformed Stocks, Bonds and USD over the Past 20 Years
(Average Annual Returns for the Period 12/31/1999-4/13/2020)
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Source: Bloomberg. Period from 12/31/1999-4/13/2020. Gold is measured by GOLD Comdty; US Agg Bond Index is measured by the Bloomberg Barclays US Agg
Total Return Value Unhedged USD (LBUSTRUU Index); S&P 500 TR is measured by the SPX; and the U.S. Dollar is measured by DXY Curncy. Past performance is no
guarantee of future results.
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About Sprott

Sprott is a global alternative asset manager with a defining focus on precious metals and real assets
investments. Through our subsidiaries in Canada, the U.S. and Asia, Sprott is dedicated to providing
investors with world-class investment strategies that include exchange-listed products, active equity
strategies and highly-specialized real asset investments. Our deep sector expertise creates investment
and financing solutions unparalleled in the industry.

For more information, please visit sprott.com

Sprott

! The J.P.Morgan Global Composite PMI provides the first indication each month of worldwide economic business conditions.
2 Source: COVID-19 outbreak causes unprecedented collapse in consumer services.

sprott.com

Sprott Asset Management LP is the investment manager to the Sprott Physical Bullion Trusts (the “Trusts”). Important information about the Trusts,
including the investment objectives and strategies, purchase options, applicable management fees, and expenses, is contained in the prospectus. Please
read the document carefully before investing. Investment funds are not guaranteed, their values change frequently and past performance may not be
repeated. This communication does not constitute an offer to sell or solicitation to purchase securities of the Trusts.

The risks associated with investing in a Trust depend on the securities and assets in which the Trust invests, based upon the Trust's particular objectives.
There is no assurance that any Trust will achieve its investment objective, and its net asset value, yield and investment return will fluctuate from time
to time with market conditions. There is no guarantee that the full amount of your original investment in a Trust will be returned to you. The Trusts are
not insured by the Canada Deposit Insurance Corporation or any other government deposit insurer. Please read a Trust's prospectus before investing.

The information contained herein does not constitute an offer or solicitation to 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 or the United States should contact their financial advisor to determine whether securities of the Funds may be lawfully sold in
their jurisdiction.

The information provided is general in nature and is provided with the understanding that it may not be relied upon as, nor considered to be, the
rendering or tax, legal, accounting or professional advice. Readers should consult with their own accountants and/or lawyers for advice on the specific
circumstances before taking any action.

This article may not be reproduced in any form, or referred to in any other publication, without acknowledgement that it was produced
by Sprott Asset Management LP and a reference to www.sprott.com. The opinions, estimates and projections (“information”) contained within
this report are solely those of Sprott Asset Management LP (“SAM LP") and are subject to change without notice. SAM LP makes every effort to ensure
that the information has been derived from sources believed to be reliable and accurate. However, SAM LP assumes no responsibility for any losses or
damages, whether direct or indirect, which arise out of the use of this information. SAM LP 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. These views are not to be considered
as investment advice nor should they be considered a recommendation to buy or sell. 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.
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