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Resource Market Update

The most impactful market events in 2022 were the Russian-
Ukraine war, surging in ation, Fed tightening and China’s Covid
lockdowns. Early in the year, the Russian-Ukraine war drove both
resource prices and resource equities higher. Supply side concerns
were front and center since Russia is a net exporter of numerous
commodities. However, the market quickly shifted focus to potential demand destruction as China repeatedly
locked down major cities and the Fed tightened  nancial conditions to address in ation which hit multi decade
highs. Resource equities gave up their early year gains and then some. The exception were energy stocks which
continued to hit multi-year highs into May but then sharply reversed some of those gains as recession fears
entered investors psyche.

Microcap resource stocks, which comprise the majority of  ow-through portfolios, sold o  disproportionately
as broader markets corrected and the Fed’s tightening reduced liquidity while sparking recession fears. And
the worst performing sector amongst the microcap correcting equities were the gold microcap stocks, which
constitute the vast majority of the  ow-through investment universe. This is quite frustrating considering the
performance of gold bullion. Gold bullion ended the year e ectively  at in USD terms, returning -0.3% in 2022.
In every other major currency gold bullion posted positive returns including a 6.8% return in Canadian dollars.

Looking forward there is a strong possibility of a Fed reversal in 2023 as the economy is likely to fall into
recession. A dovish pivot would drive gold bullion and gold equities considerably higher. The Fed’s record pace
of tightening has been e ective in slowing economic activity. Housing activity, as measured by the National
Association of Homebuilders Market Index, has plummeted to levels last seen in April 2020, the COVID trough.
ISM orders have been slumping since March 2021 with the index  nally contracting in both November and
December 2022. Globally, 75% of countries have manufacturing PMIs that are in contractionary territory.
Earnings likely peaked in June 2022. Analysts are expecting S&P 500 fourth quarter pro ts to post their  rst
year over year loss since the height of the COVID-19 pandemic in 2020. Declining pro ts will ultimately drive
weaker employment, which is the predominant collection of economic data giving the Fed pause to halt rate
hikes. Of course, employment is a lagging indicator. Nonetheless, this is the same Fed that persistently claimed
in ation was transitory.

Although 2022 was di cult for resource equities, a lack of excess capacity and underlying supply side
constraints will persist and should drive commodity prices higher over the medium to long term. Increasing
political instability, lower quality deposits, lack of investment, onerous regulatory environments and ESG
concerns have all conspired to impair the future supply of essential commodities such as oil, natural gas, base
metals and other materials like uranium. This backdrop should limit any cyclical correction to the lower end of
the historic range although the severity and duration of a downturn and subsequent recovery will be
dependent on the magnitude of any economic downturn.

2021 Flow-Through Fund Update

The Ninepoint 2021 Flow-Through Limited Partnership and the Ninepoint 2021 Short Duration Flow-Through
Limited Partnership funds are scheduled to proceed with a tax-deferred transfer of the assets of the
Partnerships into Ninepoint Resource Fund Class. The Mutual Fund Rollover Transaction will take place on or
about February 3, 2023, after the close of business. We have always stressed to clients that commodities and
resource equities are incredibly volatile. Performance of the  ow-through funds will range from spectacular to
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awful. After two years of posting double digit after-tax returns in the 2019 and 2020  ow-through limited
partnerships, the small cap resource trade had a terrible 2022. While digesting the performance of the 2021
LPs, I would like to remind investors of my track record and the need to evaluate returns on an after-tax basis. I
would also like to remind clients of the importance to remaining committed to the  ow-through strategy
during poorly performing periods because the product track record clearly illustrates the bene t of consistent
participation.

Investors are routinely  xated on pre-tax returns. This is surprising considering investors rarely capture those
returns on an after-tax basis as most investors are taxed on capital gains and income. When evaluating the
returns of a  ow-through fund the only meaningful measure of performance is on an after-tax basis
considering it is a tax mitigating product. Although after-tax return  gures are not calculated until the fund is
terminated, investors should consider some of the following points when gauging how the investment is
performing on an after-tax basis. Many investors incorrectly evaluate the performance of the fund based on
the initial investment of $25/unit thereby not accounting for any of the tax bene ts.

It is also important to remember the $25/unit is not adjusted for initial fees, premiums paid to acquire  ow-



through shares or tax bene ts. Most importantly, it is critical that investors understand how impactful the tax
bene ts are to the per unit economics. As disclosed in the 2021 Flow-Through LP prospectus, the breakeven
point on an after-tax basis for an Ontario investor taxed at the highest marginal rate is approximately
$12.40/unit. The bogey for a  ow-through fund is the after-tax breakeven point, not the $25/unit initial o ering
price. Investors need to understand this in order to correctly evaluate the performance of any  ow-through
fund.

The Net Asset Value (NAV) for the 2021 National and 2021 Short Duration fund on December 31, 2022 was
$10.22/unit and $12.68/unit, respectively

The Ninepoint 2022 National Flow-Through Fund Update

The fund successfully raised $58M in April 2022. 100% of the initial proceeds were invested by year end. 70%
had been allocated to gold mining equities, 21% to base metal equities while uranium and other metals
account for the balance. The portfolio currently consists of 51 companies with a weighted average market
capitalization of $170M. The weighted average premium paid was 8%.

As disclosed in the 2022 Flow-Through LP prospectus, the breakeven point on an after-tax basis for an Ontario
investor taxed at the highest marginal rate is approximately $12.40/unit. Note that this breakeven  gure does
not account for the additional tax credits for critical mineral exploration that was announced in the 2022
Canadian federal budget. The bogey for a  ow-through fund is the after-tax breakeven point, not the $25/unit
initial o ering price. Investors need to understand this in order to correctly evaluate the performance of any
 ow-through fund.

The NAV on December 31, 2022 was $12.59/unit.

The Ninepoint 2022 Short Duration Flow-Through Fund Update

The fund successfully raised $24M in October 2022. 100% of the initial proceeds were invested by year end.
49% had been allocated to gold mining equities, 26% to uranium equities and 19% to base metal equities. The
portfolio currently consists of 24 companies with a weighted average market capitalization of $135M. The
weighted average premium paid to date is 12%.

As disclosed in the 2022 Flow-Through LP prospectus, the breakeven point on an after-tax basis for an Ontario
investor taxed at the highest marginal rate is approximately $12.40/unit. Note that this breakeven  gure does
not account for the additional tax credits for critical mineral exploration that was announced in the 2022
Canadian federal budget. The bogey for a  ow-through fund is the after-tax breakeven point, not the $25/unit
initial o ering price. Investors need to understand this in order to correctly evaluate the performance of any
 ow-through fund.

The NAV on December 31, 2022 was $17.85/unit.

Jason Mayer CFA, MBA
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Series A NAV Details ($) Per Unit as at December 31, 2022 (Before Tax)

Fund Name NAV (Series A)

Ninepoint 2021 Flow-Through LP - National $10.22

Ninepoint 2021 Flow-Through LP - Quebec $6.40

Ninepoint 2021 Short Duration Flow-Through LP $12.68

Ninepoint 2022 Flow-Through LP - National $12.59

Ninepoint 2022 Flow-Through LP - Quebec $14.09

Ninepoint 2022 Short Duration Flow-Through LP $17.85

The Fund is generally exposed to the following risks. See the prospectus of the Fund for a description of these
risks: concentration risk; credit risk; currency risk; cybersecurity risk; derivatives risk; exchange traded funds risk;
foreign investment risk; in ation risk; interest rate 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; speci c issuer risk; tax risk.

Ninepoint Partners LP is the investment manager to a number of funds (collectively, the “Funds”). Important information
about these Funds, including their investment objectives and strategies, purchase options, and applicable management
fees, performance fees (if any), and expenses, is contained in their prospectus. Please read the prospectus carefully
before investing. Commissions, trailing commissions, management fees, performance fees, other charges and expenses
all may be associated with investing in the Funds. Mutual funds are not guaranteed, their values change frequently and
past performance may not be repeated. This communication does not constitute an o er to sell or solicitation to
purchase securities of the Funds. The information contained herein does not constitute an o er or solicitation by anyone
in the United States or in any other jurisdiction in which such an o er or solicitation is not authorized or to any person to
whom it is unlawful to make such an o er or solicitation. Prospective investors who are not resident in Canada should
contact their  nancial advisor to determine whether securities of the Fund may be lawfully sold in their jurisdiction.

The opinions, estimates and projections (“information”) contained within this report are solely those of Ninepoint
Partners LP and are subject to change without notice. Ninepoint Partners makes every e ort to ensure that the
information has been derived from sources believed to be reliable and accurate. However, Ninepoint Partners assumes
no responsibility for any losses or damages, whether direct or indirect, which arise out of the use of this information.
Ninepoint Partners 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
Ninepoint Partners. 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 Ninepoint Partners is or will be invested. Ninepoint Partners LP and/or
its a liates may collectively bene cially own/control 1% or more of any class of the equity securities of the issuers
mentioned in this report. Ninepoint Partners LP and/or its a liates may hold short position in any class of the equity
securities of the issuers mentioned in this report. During the preceding 12 months, Ninepoint Partners LP and/or its
a liates may have received remuneration other than normal course investment advisory or trade execution services
from the issuers mentioned in this report.

Ninepoint Partners LP: Toll Free: 1.866.299.9906. DEALER SERVICES: CIBC Mellon GSSC Record Keeping Services: Toll Free:
1.877.358.0540


