
Investment Team

Maria Smirnova, MBA,
CFA
Senior Portfolio Manager,
Sprott Asset Management -

Sub-Advisor

Ninepoint Silver Equities
Class
July 2018 Commentary

The Ninepoint Silver Equities Class Fund ended the month
of July down 3.61% while the MSCI Silver Select Index
declined 6.27%. Investors continue to be worried about
the escalating global trade war and rising geopolitical
tensions. Worries caused by uncertainty often erupt into
panic. We are seeing just that as pockets of panic are
emerging across the developing markets. China, the
second largest economy in the world, has seen its
currency decline by almost 9% since April, 2018. The Turkish Lira has seen its value drop an
astonishing 60% since the beginning of the year. The Argentinian Peso, the Brazilian Real, the
Russian Ruble are the other victims of the emerging market carnage. The commodity complex has
continued to su er from the emerging market maelstrom. As investors have  ed the EMs and into
the safety of the US dollar and US equities, they have continued to press their short positions in
commodities. Most surprisingly and somewhat counterintuitively, bets against precious metals, have
now reached levels never before seen.

Short positions in gold are up 250% year to date. Investors are now short almost 200k contracts, or
almost 20 million ounces of gold. We have seen gold do well following previous spikes in short
interest. With almost US$24 billion of gold being shorted, any meaningful short-covering should
produce a meaningful price appreciation in gold.

Source: Bloomberg
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Interestingly, silver shorts, are also at a record high at the time of this writing, up almost 170% year
to date. The latest data indicates that investors are short almost 90,000 contracts of silver,
representing almost 450 million ounces. This number is astounding to us for many reasons. With
852 million ounces of silver mined in 2017, 450 million ounces represent 53% of 2017 annual silver
production. Out of 852 million ounces, 209 million ounces ended up in silver jewelry and 657 million
ounces was used in industrial fabrication including silverware. The two uses of silver alone represent
866 million ounces, according to the Silver Institute report and are larger than the annual mined
supply. The gap in supply and demand is met by silver scrap. Su ce to say, silver supply is tight.
There are no mines scheduled to come on in the next year or two which would increase annual silver
output by anything close to 450 million ounces. Unless an asteroid carrying half a billion ounces of
silver lands on earth, we believe the shorts are playing a dangerous game with little to gain.

Source: Bloomberg

The three largest contributors to July fund performance were Silvercrest Metals, Pretium
Resources Inc and SSR Mining Inc. Silvercrest continued to outperform after reporting high grade
drilling results at its Las Chispas project in Sonora, Mexico. The results demonstrated the
exploration upside of the project – the company continues to drill with nine drill rigs and will update
the resource estimate in Q3. Pretium released its Q2 production, which was well ahead of analyst
estimates on the back of strong grades following the successful implementation of the grade control
system. Pretium also announced higher than expected production guidance for the second half of
the year. SSR reported strong Q2 production and has guided to a stronger second half of 2018.

The three largest detractors from July performance were Fresnillo Plc, Wheaton Precious Metals
and Industrias Penoles SAB. Fresnillo reported weak Q2 production driven by grade and throughput
issues at its  agship Fresnillo mine and low water availability at its San Julian mine. Wheaton
Precious announced a $500 million investment in a gold and palladium stream from Sibanye Gold’s
Stillwater mine in Montana. Although the stream was immediately accretive to cash  ow, the stock
sold o  together with silver bullion. Penoles reported solid Q2 results despite a quarter-on-quarter
decline in the prices of all commodities. The Company delivered healthy FCF generation of MXN1.1



billion.
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 All returns and fund details are a) based on Series F units; b) net of fees; c) annualized if period is greater than

one year; d) as at July 31, 2018; 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 Ninepoint Partners LP based on publicly available

index information.

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; cybersecurity risk;

derivatives risk; exchange traded funds risk; foreign investment risk; in ation risk; liquidity risk; market

risk; securities lending, repurchase and reverse repurchase transactions risk; series risk; short selling risk;

small capitalization natural resource company risk; speci c issuer risk; sub-advisor risk; substantial

shareholder risk; tax risk; uninsured losses risk.

Ninepoint Partners LP is the investment manager to the Ninepoint 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 F units of the Fund for the period ended July 31, 2018 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 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.
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