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Low volatility, buoyant global equity markets and rising real yields greeted gold and silver as the month of May began.
This combination of factors is usually quite negative for precious metals and under normal circumstances we would have
positioned ourselves defensively. However, as real yields were rising, the economic surprise indices were moving decisively
lower. While the S&P 500 was making new highs, we observed that the market’s internal breadth was thinning. For these
reasons, we knew that May would mark an inflection point.
During the second week of May, our hunch proved correct as longer dated treasuries and the US dollar began moving
lower in lock-step. This was primarily because the prospects of a near-term Trumpian stimulus and tax cuts faded as
the Comey memos emerged. As the month progressed, the US dollar continued getting weaker as investors focused on
improving prospects in Europe. This move away from the US dollar and into Euro provided a favourable tail wind for silver
prices. Given the rough start to the month, silver managed to finish the month up 0.7% and recovered a majority of the
losses endured during the first week of May. The silver price benefited from strong inflows into silver bullion ETF’s, which
increased by almost 23 million ounces in May.
The MSCI ACWI Select Silver Miners IMI (CAD) Index gained 0.19% for the month of May, while the Sprott Silver Equities
Class gained 0.37%. In our previous commentary, we had talked about the impact the junior gold mining ETF (GDXJ) was
creating on the small and mid-cap precious metals mining equities. This impact continued into the month of May as the
GDXJ entered into redemption mode. Over $500M of assets were redeemed from the GDXJ during the month of May. Sales
of these magnitude impact companies with poor liquidity in a manner which is quite punitive. It is worth noting that while
silver managed to hold virtually flat in the month of May, the GDX gained 2.1% while the GDXJ lost 2.5%, largely owing
to the liquidity dislocation. As we have noted in the past, these short term fluctuations have proved to be excellent buying
opportunities. We took advantage of these valuation dislocations once again and continued adding names to our portfolio
which we felt were trading at the largest discount versus their intrinsic value.
The top contributors to the Fund were Fresnillo, Wheaton Precious Metals and Silvercrest Metals. Fresnillo has been in a
strong outperformance trend since December 2016. The company has high quality gold and silver assets in Mexico, has a
strong management team and is busy building their enviable production pipeline. It is a go-to precious metals name on the
London Stock Exchange. Wheaton Precious (formerly Silver Wheaton) started off 2017 on track with production guidance
reaffirmed. With strong free cash flow and access to credit, Wheaton Precious remains well-positioned to take advantage of
accretive streaming opportunities. Silvercrest announced positive drill results from their Las Chispas project in Mexico and a
discovery of a new historically unmined high grade vein adjacent to the main vein on the property.
The top detractors from the Fund were Industrias Penoles, McEwen Mining and Endeavour Silver. Penoles reported Q1
results that showed lower gold production year-over-year (due to lower input from third parties), flat silver production and
higher base metals. This was offset by higher metals prices and the company demonstrated strong free cash flow. McEwen
exhibits high leverage to silver and gold prices and suffered disproportionately in May. Endeavour reported a strong Q1
with higher realized metals prices and lower costs and exploration expenses. Both McEwen and Endeavour suffered from
expectations that their weights would be reduced in the upcoming GDXJ ETF rebalancing in June.
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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 May 31, 2017; 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 May 31, 2017 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.

