Ninepoint Gold & Precious
Minerals Fund
Q3 2021 Commentary
Performance Summary
The Ninepoint Gold and Precious Minerals Fund, Series F
declined 9.77% in Q3 2021 as precious metal equities
struggled against the backdrop of a strengthening US

Investment Team
Ninepoint / Sprott,

Sub Advised by Sprott Asset
Management (SAM)

Dollar and credit concerns emanating out of China. Over
this period, the GDX and GDXJ declined 13.27% and
17.99% respectively. Our portfolio strategy, which is overweight high-quality small and mid-sized
miners helped generate alpha against the precious metal indices. Curiously, gold bullion held rm
during this quarter, with the GLD ETF experiencing a comparatively small decline of 0.85%. The
relative strength of gold bullion was helped by the re-emergence of physical demand out of India and
China, which combined with strong operating results from our portfolio companies gives us a strong
signal that the correction in precious metal equities may be nearing its end. With valuation multiples
for precious metal equities at or near historic lows, we continue to see potential for outsized returns
in the precious metal sector.
In our previous commentaries, we had pointed to the divergence between in ation and the
economy. This trend continued to diverge further through Q3 2021. The “reopening” trade has
experienced several speedbumps along the way as a result of a persistent pandemic and languishing
logistic chains. In particular, the challenges on the supply side of the equation have been substantial.
Shortage of parts needed in automobiles have led to assembly lines being idled, while worker
shortages have forced service industries into a di cult position. Social distancing measures amid the
pandemic have slowed ports down to a crawl as a result of which shipping rates have skyrocketed.
Shortages of skilled workers are commonplace in nearly every sector of the economy. Prices have
been marched rapidly higher, in part to adjust for the curtailed output and in part due to rising
commodity prices. This has put the global economy in a very di cult position. In ation, which was
previously viewed as “transitory” by pundits is now transitioning to “persisting” and “frustrating”. At
the same time, GDP growth has underwhelmed in many parts of the world.

Closer to home, positive economic surprises are now di cult to nd because the long awaited
economic rebound has also been more muted than anticipated. The widely followed Atlanta Fed GDP
Nowcast Index has the GDP growth trending around 0.5% which is wildly di erent from the 4-5%
number that is baked into consensus.

Most importantly, in ation is now soaking into wages. Wage in ation, unlike commodity prices is
much more sticky. Compensation paid by small businesses hit a new high earlier in October. Higher
wages directly increase consumer spending power and make the current in ationary environment
even more di cult to tame.

In ation has resulted in rising yields, especially on the long end of the yield curve. Against this
backdrop, the market continues to believe that the rate of in ation will cool signi cantly over time.
Despite persistent in ation showing up in the CPI and PPI numbers, the US 5 and 10-year breakeven
rates have gone sideways over the past six months and real yields have actually increased. This
development has been an important detractor for the underperformance of gold and silver so far
this year.
The chart below shows the relationship between real yields that have been inverted and the price of
gold. It is easy to see the connection between the price of gold and real yields. Gold tends to do best
when real yields are in decline, either as a result of declining rates or rising in ation. We saw this
coming out of the global nancial crisis in a period between 2008 and 2011 and again between late
2018 to mid-2020.

Real yields rose between 2012 and 2014 as the US economy recovered leading to a drop in gold.
Back in 2012, in ation was muted and labor was plentiful, the exact opposite of the environment we
nd ourselves in today. Today, in ation is soaking into virtually every part of the economy – from
rent to raw materials to real estate. Furthermore, as we have pointed to in our previous
commentaries, the US and EU are in a bind when it comes to their debt loads. In ation can be tamed
by increasing benchmark interest rates. However, most developed countries are cornered when it

comes to interest rates since the cost of servicing their onerous debts becomes increasingly
unpalatable if rates are allowed to rise. The path of least resistance for real yields is lower,
advantaging asset classes such as gold, silver and other stores of value.
While gold has continued to generally hold its own following the March 2021 bottom, gold and silver
equities have not. The sentiment towards precious metal equities is at levels we have rarely seen
before.
The companies in our portfolio continue to deliver strong pro ts with gold and silver trading near
$1800 and $24 respectively. The divergence between the operating performance and share price
performance for these companies has become a sore spot for the miners of late. Many are
responding by buying back shares, raising their dividends and while being acutely focused on
maintaining their per share pro ts.
As Q3 2021 drew to a close, there were exactly zero stocks in the GDX index that were trading above
their 200 day exponential moving average. Over the past four years, we have seen this occur twice
before and in both instances, signi cant rallies and handsome gains followed.

Multiple companies in our portfolio are trading at free cash ow yields in excess of 15% and
EV/EBITDA valuations under 4x. A broad swath of producers in our benchmark are pricing in $1400
gold and the GDM index pays a dividend yield that is over 60% higher than that of the S&P 500. By
any measure, these are tough valuations. And if history is a guide, valuations tend to be mean
reverting.

The precious metal space is currently unloved and under-owned while the underlying fundamentals
continue to improve daily. While timing bottoms is always di cult, buying equities that are trading
at the bottom of their valuations has historically generated substantial rewards. By our work,
precious metal equities continue to o er signi cant upside with valuations trading near generational
lows.
Maria Smirnova, Shree Kargutkar & Jason Mayer
Sprott Asset Management
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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 September 30, 2021; 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 September 30, 2021 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

