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The Ninepoint Gold and Precious Minerals Fund, Series F returned
-23.32% for the second quarter of the year 2022.
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Precious metals equities were casualties of the wholesale sell-o in
equities and bonds alike. Investor fear resulting from the Russia-
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Ukraine con ict and a hawkish Federal Reserve (“Fed”) led to virtually
all assets being liquidated during the second quarter of this year. This
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included equities, bonds and gold alike with the latter declining 6.75%
as measured by the GLD ETF. It must be noted that the S&P 500 and
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the Nasdaq declined by 16.11% and 22.50% respectively during this
period. Once the dust settles, we expect that lingering in ation and
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rising probabilities of a recession in developed economies of the world
will help fortify demand for precious metals as safe-haven assets.
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Why has gold not bene ted from rising in ation?
This has been one of the most important common questions lately. It is true that gold has languished over the
past year as in ation has shot up. However, the past year has been a noisy one to say the least. Rising in ation,
rising bond yields and hawkish rhetoric from the Central Banks have all done their part to muddy the waters. It is
precisely during these noisy periods that one must step away from the noise to gain a better perspective. In doing
so, we can separate the forest from the trees. CPI (Consumer Price Index) measures changes in the prices of
goods and services paid by the consumer in the United States. Figure 1 examines the relationship between the
Chained CPI basket of goods and gold.

Over the past 20 years, CPI has risen from 105.6 in June 2002 to 165.1 as of June 2022, gaining just over 56%. The
price of gold on the other hand has increased from US $315/oz to US $1,807/oz, rising over 570%. Gold hasn’t just
kept up with the ever-increasing prices since 2002, but has lapped the CPI increase by almost 10 times. There
have been numerous instances where the relationship between gold and in ation broke over the past twenty
years. For example, gold lagged the CPI through 2004-2005 and in 2018, but these divergences were not longlived. As the noise subsides and fundamentals reassert themselves, gold will play catch-up with in ation yet
again.

Shouldn’t gold be trading higher given the geopolitical uncertainty?
This is the second most common question we are encountering from investors. In addition to being frustrated by
by gold’s recent doldrums, we are puzzled by the recent investor behaviour as it pertains to gold. Investors have
been liquidating their gold bullion as seen by ongoing liquidations of gold ETF holdings.

As far as we know, in ation has not magically disappeared. Neither has the war in Ukraine ended. The Eurozone
continues to struggle mightily as the threat of uncertain Russian gas supplies looms. The Chinese economy, once
an engine of global growth, has sputtered owing to its widespread COVID lockdowns. Indeed, the uncertainty of
the moment we nd ourselves in today underscores the importance of owning a safe-haven asset like gold or
other precious metals. And yet, gold continues to be sold by investors and not bought.
The answer for this strange behaviour probably lies in shorter-term liquidity. While gold is a highly liquid asset,
during times of distress, it is often used as a source of funds. Over the past few months in particular, investors
have massively deleveraged their portfolios and reduced their exposure to various major economies and their
respective currencies including the Euro, Yen and the Pound. We have seen a stampede into the perceived
stability of the U.S. Dollar which has propped up its value against other currencies as well as against gold. In fact,
if you look at the performance of gold in 2022, it is having a positive year in many major currencies, except the
U.S. Dollar.

The stampede into the U.S. dollar has turned into extremely crowded trade. We don’t expect this move to last for
very long, which in turn should provide a tailwind to gold and other precious metals.
In ation continues to be a thorn for policy makers and central bankers alike. While there is talk of in ation
approaching a peak, the current round of tightening has created a signi cant drag on the U.S. GDP (gross
domestic product) growth. The probability of the U.S. entering a recession continues to rise by the day. This view
is priced into the equity and bond markets. What isn’t priced in today is a real possibility of a tepid economic
rebound combined with an uncomfortable level of in ation — a stag ationary scenario.
Prior economic downturns have been met with a rehose of liquidity through various forms of QE (quantitative
easing) as well as scal largesse to arti cially prop up the GDP. Yet again, we think that the Fed will blink when
faced with the twin dragons of in ation and rising unemployment, choosing to ght the latter more forcefully and
sacri cing the at dollar.

Precious metal miners are scraping the bottom
While the price of gold has held steadier versus equities and bonds this year, precious metals miners as well as
silver bullion have su ered mightily. Sentiment towards precious metals equities has essentially hit rock-bottom.
Stockcharts.com publishes the Gold Miners Bullish Percent Index ($BPGDM), which is a useful indicator for
observing the price action in the gold mining sector. This index currently sits at levels last seen in March 2020 and
well below the oversold levels last seen in Q4 2018 and Q4 2021.

Precious metals miners are also trading near the low end of their valuations. Equities have underperformed
bullion badly this year. However, the pro tability of miners continues to be strong. The price declines have made
valuations cheaper. The GDM index currently trades near 5.7x EV/EBITDA.

Silver has su ered the same fate as the precious metals miners. While silver demand has bene ted greatly from
its expanding use in the photovoltaic industry, it has fallen out of investor favor lately. This is most obvious when

looking at the CFTC (Commodity Futures trading Commission) Commitments of Traders report. The speculative
position in silver today, sits near a 3-year low with the net positioning of speculators barely above zero.
Speculators have almost zero net long positions in silver today!

Similarly, silver ETFs have been massive sellers of silver bullion, having liquidated almost 100M ounces of silver out
of their co ers. Combined with the selling we have seen in the silver futures market, the sell-o in silver ETFs
point to investor capitulation for the white metal.

The past quarter has been unkind to virtually all asset classes and precious metals equities have been mauled.
The entire complex is currently exceptionally oversold and valuations are near 10-year lows. The current setup
has the classic hallmarks of capitulation. Astute investors seek to invest during periods marked by heightened
chaos and investor anxiety. This is where we nd ourselves today. Opportunity abounds.
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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

June 30, 2022; e) 2001 annual returns are from 11/15/01 to 12/31/01. The index is 100% S&P/TSX Global Gold Total Return 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:
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; sub-advisor risk;
substantial unitholder 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 June 30, 2022 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.
Ninepoint Partners LP: Toll Free: 1.866.299.9906. DEALER SERVICES: CIBC Mellon GSSC Record Keeping Services: Toll Free:
1.877.358.0540

