SPROTT DIVERSIFIED BOND FUND
May 2017 Commentary

The Diversified Bond Fund (the “Fund”) delivered another positive return for investors in May with the return primarily
driven by the credit exposure in the Fund. We noted in our last commentary that big returns we going to be tough to find in
the months going forward as most asset classes seemingly are fully valued – including credit. So we were pleased to deliver
another good month.
While the credit book performed well in May, the ability of the Fund to be nimble in adjusting the currency exposure of the
Fund helped the Fund preserve its year-to-date returns. Indeed, the Fund benefited from a weaker Canadian dollar in April
and the Fund took profit on that trade in May.
As we approach the half way mark of the year, it is clear that the first half of the year of investing has not delivered on
early expectations. Indeed investors believed that interest rates were heading higher. While we believe that during the
second half of the year, longer term interest rates will likely move modestly higher from current levels the bias in the short
term may be to test lower yields. As we noted last month the combination of deleveraging by policy makers in China and
a disappointing start by policy makers in the US has led to softer commodities and moderating global growth. Rather than
delivering big changes in healthcare, taxes and infrastructure the new administration’s policy changes are largely on the
backburner. Without a significant catalyst to improve potential growth, the US economy will continue to plod along at a
mediocre annual growth rate of around 2%.
Despite the slower growth and moderating inflation expectations, the Fed is likely to hike interest rates 0.25% in June.
Discussions will also continue to focus on unwinding the Fed’s balance sheet. Normally these factors alone would suggest
a path to higher interest rates, however, it is worthwhile to note that despite hiking rates in March, financial conditions for
the US economy are easier than they were in March. We believe that the Fed will continue to slowly increase short-term
interest rates over the next year. The combination of modest global growth and high levels of global debt, however, will
constrain the ability of the market to sustain meaningfully higher interest rates without changes to potential growth.
Scott, Chris, and Aly
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*	Blended Index is 75% of the BofA Merrill Lynch US High Yield Index and 25% FTSE TMX Canada Universe Bond Index™ and 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 units; b) net of fees; c) annualized if period is greater than one year; d) as at May 31, 2017; e) 2010 annual returns
are from 08/05/10 to 12/31/10.

The Fund is generally exposed to the following risks. See the prospectus of the Fund for a description of these risks:
capital depletion risk (Series T, Series FT, Series PT, Series PFT, Series QT, and Series QFT units only); concentration risk;
credit risk; currency risk; derivatives risk; exchange traded funds risk; foreign investment risk; inflation risk; interest rate
risk; regulatory risk; securities lending, repurchase and reverse repurchase transactions risk; series risk; short selling risk;
substantial unitholder risk; tax risk; liquidity 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), and other expenses all may be associated with investing in the Funds. Please read the prospectus carefully before investing.
The indicated rate of return for series A units 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.

