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“ If a man knows not to which port he sails, no wind is favorable.” 
– Lucius Annaeus Seneca the Younger

Total Returns (Net of Fees %)

As of 12/31/2021 1 MO YTD
Q4 

2021 1 YR 3 YR* 5 YR*
Since Inception*  

(Mar. 30, 2015)

Sprott Real Asset Value+ 
Strategy 4.12 27.98 5.72 27.98 16.83 7.87 5.30

S&P Real Assets Equity Index –  
Net Total Return 7.06 25.06 8.97 25.06 12.60 8.09 5.66

S&P BMI North American Natural 
Resources Index – Net Total Return 5.43 35.85 12.15 35.85 17.46 7.79 5.89

S&P Global Natural Resources 
Index – Net Total Return 7.14 24.40 7.18 24.40 13.12 8.94 6.72

* Represents the average annual total return for the period. Past performance is not indicative of future results.

Summary 

The Sprott Real Asset Value+ Strategy (the “Strategy”) demonstrated solid performance 
in 2021. The Strategy’s reference account was up 5.72% after fees in the fourth quarter 
and ended 27.98% higher for the year. While we are disappointed with the relative 
performance for the fourth quarter, variations are a natural product of a long-term 
strategy.

2021 contained notable recoveries for some of the worlds’ largest economies despite 
the year being full of virus mutations. The United States issued two new rounds of 
economic stimulus, which contributed to higher demand for goods and services. The rise 
of remote work presented more opportunities for our large-scale consumer economy to 
spend more. 

The word “transitory” was quickly retired from the Federal Reserve’s vernacular as 
inflation approached a 40-year high. Consumer and producer prices surged as the rapid 
recovery in demand complicated supply chain bottlenecks and labor shortages. Energy 
prices added to continued inflation concerns as they topped $80 per barrel for the first 
time since 2014.

Macroeconomic factors, including COVID, will continue to impact our portfolio companies 
for the foreseeable future. We believe, however, that the novelty of the pandemic’s 
effect on most companies’ day-to-day operations will wane. COVID will likely become 
one of many broad risk categories to balance when conducting business in 2022.
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Portfolio

The Sprott Real Asset Value+ Strategy was slightly less active in the second half of 2021 than the first half. The turnover rate 
for the portfolio in 2021 was 17.82%. This rate implies an average investment holding period of just over five and a half 
years. A lower-than-average turnover rate reflects the long-term nature of our investment philosophy and is a critical element 
of our strategy for compounding capital.

The cornerstones of the Strategy are (1) a high active share and (2) low turnover. “Active share” refers to the extent our 
portfolio overlaps the holdings in our benchmarks. If we did not own any companies in our benchmarks, our active share 
would be 100%. We currently own non-index names alongside a few stocks in our benchmark indexes like Nutrien Ltd. and 
Franco-Nevada Corp. The few positions we have in common with our benchmarks, we typically hold in significantly different 
proportions to the benchmark’s weighting. As such, our active share compared to our benchmark index with the most overlap 
in holdings is just under 90%. The high level of active share in the Sprott Real Asset Value+ Strategy demonstrates our intent 
to construct and manage a distinctive portfolio of investments.

Likewise, we think portfolio turnover is a hidden cost that investors should consider. A manager who only holds companies 
for a short period and trades frequently, implicitly assumes market timing will generate excess returns. After considering 
the additional trading costs and taxes, an ‘investment treadmill’ becomes a formidable headwind to outperformance. In 
contrast, we believe that identifying and holding companies that produce consistent returns on capital can create more certain 
economic value over time. We like the prospect of letting good decisions compound much like the retained earnings on a 
well-shepherded balance sheet. While resilient cash flows can be tough to find in capital-intensive sectors, we believe they 
set long-term performers apart in cyclical markets.

Figure 1. Current Exposures 
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Current Exposures
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*As of December 31, 2021.  Strategy holdings are subject to change and should not be considered a recommendation to buy or sell any security.
*As of December 31, 2021. Strategy holdings are subject to change and should not be considered a recommendation to buy or sell any security.
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In the 4th quarter, the portfolio bought Altius Renewable Royalties Corp. and added more shares of AppHarvest, Inc. The 
portfolio sold the remaining shares of Solaris Oilfield Infrastructure, Inc.

The top and bottom contributors to 4th quarter and 2021 performance were as follows:

Figure 2. Performance Contributors

Q4 Top Contributors 2021 Top Contributors

 
Company Name

Average  
Weight 

Contribution 
(basis points)

 
Company Name

Average  
Weight 

Contribution 
(basis points)

Nutrien Ltd. 5.19% 87 Texas Pacific Land Corporation 6.37% 392

CF Industries Holdings, Inc. 2.86% 83 Stelco Holdings Inc. 4.22% 314

Kennedy-Wilson Holdings Inc. 5.10% 76 Nutrien Ltd. 3.44% 265

Atalaya Mining Plc 1.91% 64 CF Industries Holdings, Inc. 2.30% 213

CME Group Inc. 3.24% 60 Cheniere Energy, Inc. 3.36% 196

Q4 Bottom Contributors 2021 Bottom Contributors

 
Company Name

Average  
Weight 

Contribution 
(basis points)

 
Company Name

Average  
Weight 

Contribution 
(basis points)

AppHarvest, Inc. 1.47% -73 AppHarvest, Inc. 0.70% -186

Core Laboratories N.V. 1.46% -30 Rubis SCA 2.25% -87

Rubis SCA 1.66% -25 Scotts Miracle-Gro Company 2.00% -53

OMV AG 2.35% -15 Chr. Hansen Holding A/S 1.46% -34

Atlas Corp. 2.25% -15 Sandstorm Gold Ltd. 2.07% -24

Company highlights for this quarter will focus on some companies that have not been discussed in previous commentaries.

Sandstorm Gold Ltd. (SAND): -11.17% in 2021

Sandstorm Gold Ltd. is a precious metals royalty and streaming company. The company collects revenues from operating mines 
without the obligation of the large upfront and ongoing capital costs. Since 2008, the company has acquired 230 royalty or 
streaming contracts. The company currently receives payments from 29 producing mines. 2021 revenues are estimated to be 
around $115 million. 

Sandstorm announced the acquisition of over $140 million in streams and royalties in 2021. Sandstorm’s most significant 
and recent purchase was a deal for participating royalty units covering a diverse package of select operating and exploration 
assets of Vale S.A. This purchase is especially attractive due to the combination of immediate cash flow and the long-life 
expectation of the collective mines. Despite the lackluster share performance in 2021, Sandstorm increased its 2021 full year 
production guidance to between 62,000 and 69,000 gold-equivalent ounces heading into the end of the year.
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Stelco Holdings Inc. (TSX:STLC): +86.15% in 2021

Stelco Holding Inc.’s history dates back to 1910 under its original name – The Steel Company of Canada. After being acquired 
by U.S. Steel in 2007, the company is now an independent and vertically integrated steelmaker. Stelco produces value-added 
steels like premium-quality cold-rolled and hot-rolled sheet products. The company’s business benefited from higher steel 
prices and more customer demand throughout 2021. 

Stelco’s 2020 upgrade of their Lake Erie Works blast furnace proved to be perfectly timed. The additional production capacity 
fortuitously came online in time to capture the 164% year-over-year increase in average selling price per net ton of steel in 
the third quarter. The tailwind of higher prices led to free cash flow of nearly C$1.2 billion in the first nine months of 2021. 
The considerable cash flow led to the company arranging a buyback and cancellation of approximately 13% of its outstanding 
shares in August. If you combine Stelco’s recently hiked quarterly dividend and its share buybacks through October, the 
company had returned more than C$450 million to shareholders for the year. Low legacy pension costs also played a crucial 
role in Stelco’s cash flow generation this year and are a clear differentiator from their larger competitors.

Scotts Miracle-Gro Company (SMG): -18.08% in 2021

Scotts Miracle-Gro Company may be one of the more recognizable companies in the portfolio due to its consumer lawn and 
garden products. It primarily manufactures and sells soil, plant food and insecticides in large retail stores such as Home Depot 
and Lowe’s. 

Scotts’ core consumer business is highly seasonal, with almost all profits historically reported in the year’s second and third 
fiscal quarters. While this may be an inconvenience to analysts and shorter-term shareholders, it doesn’t change the favorable 
long-term nature of their businesses. Consumer trends towards home gardening as an activity have accelerated markedly in 
the last couple of years. With secular household formation growth, Scotts will likely benefit as one of the largest players in 
consumer gardening. 

Since 2015, the fastest-growing segment of Scotts Miracle-Gro has been Hawthorne Gardening Company, the company’s 
indoor and hydroponic gardening business. The growth rate in this business is closely tied to the emergence of the legal 
cannabis industry. Licensed cannabis growers in the U.S. frequently use select equipment, or more holistic growing solutions, 
from Hawthorne’s multiple brands. With the recent slowdown of state-level cannabis legalization, 2021 dampened demand 
for growing equipment. Hawthorne has been active with new acquisitions of lighting and water purification businesses which 
should support the long-term growth of Hawthorne beyond the recent slowdown. Hawthorne’s margins are unlikely to match 
those of the consumer business, but its early investment into hydroponics should allow them to capture a significant portion 
of a lucrative emerging market. 

Africa Oil Corp. (TSX:AOI): +59.77% in 2021

Part of the Lundin Group of Companies, Africa Oil Corp. is an Africa-focused oil company with cash-flowing interests, 
development projects and exploration activities. The company made a transformational acquisition of 50% interest in the 
Prime Oil and Gas Cooperatief UA (“Prime J.V.”) from Petrobras Oil and Gas B.V. in early 2020. Prime J.V. is involved in 
producing oil in three areas off the coast of Nigeria.

Prudent hedge contracts protected the company’s cash flow during the COVID-related oil sell-off of 2020. Africa Oil is now 
reaping the benefits of higher energy prices and, as of November, had no oil cargoes hedged beyond April 2022. 
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From Africa Oil’s November 29th press release:

 “ Since acquiring its 50% shareholding in Prime for a cash consideration of $520 million in January of 2020, Africa Oil has received ten 
dividends from Prime for a total amount of $400 million, representing 77% of the cash consideration paid.”

Money distributed from the joint venture has drastically reduced the company’s debt and it has begun to increase spending on 
high-impact exploration targets. Africa Oil now expects results from drilling across three exploration targets in South Africa, 
Namibia and Guyana.

Final Thoughts

Last year, I expected precious metals companies to be the ‘star of the show’ in 2021. Allow me to repeat myself. My expectations 
remain that a rising rate environment could play havoc with financial markets and then may disproportionately benefit gold 
and silver companies. While relative valuations seem to be on the side of precious metals miners, the myopic use of traditional 
value ratios has proven to be an ineffective timing tool – including for long-term investors.

Disruptions in supply chains, low inventories of many raw materials and rising inflation may continue to prove me wrong. 
Energy and other metals could sustain their momentum given the under-investment in maintenance capital and the lack of 
exploration success over the past decade. Either way, the Sprott Real Asset Value+ Strategy has a diverse set of businesses 
that we believe can grow in many market environments.

On behalf of Sprott, we look forward to working together in 2022. Please reach out to us with any questions or comments 
regarding your investments.

Very truly yours,

Jason J. Stevens, CFA
Portfolio Manager

Telephone: 800.477.7853
Email: jstevens@sprottglobal.com

mailto:jstevens@sprottglobal.com
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Please contact me at 800.477.7853 for more information. You can also email me at jstevens@sprottglobal.com.

Past performance is no guarantee of future results. Sprott Asset Management USA, Inc., affiliates, family, friends, employees, associates, 
and others may hold positions in the securities it recommends to clients, and may sell the same at any time.

This commentary is intended solely for the use of Sprott Asset Management USA, Inc. for use with investors and interested parties. Investments, commentary 
and statements are those of the author and may not be reflective of investments and commentary in other strategies managed by Sprott Asset Management 
USA, Inc., Sprott Asset Management LP, Sprott Inc., or any other Sprott entity or affiliate. Opinions expressed in this presentation are those of the presenter 
and may vary widely from opinions of other Sprott affiliated Portfolio Managers or investment professionals.

The intended use of this material is for information purposes only and is not intended to be an offer or solicitation for the sale of any financial product or 
service or a recommendation or determination that any investment strategy is suitable for a specific investor. Investors should seek financial advice regarding 
the suitability of any investment strategy based on the objectives of the investor, financial situation, investment horizon, and their particular needs. This 
information is not intended to provide financial, tax, legal, accounting or other professional advice since such advice always requires consideration of individual 
circumstances. The investments discussed herein are not insured by the FDIC or any other governmental agency, are subject to risks, including a possible loss 
of the principal amount invested.

Generally, natural resources investments are more volatile on a daily basis and have higher headline risk than other sectors as they tend to be more sensitive to 
economic data, political and regulatory events as well as underlying commodity prices. Natural resource investments are influenced by the price of underlying 
commodities like oil, gas, metals, coal, etc.; several of which trade on various exchanges and have price fluctuations based on short-term dynamics partly driven 
by demand/supply and also by investment flows. Natural resource investments tend to react more sensitively to global events and economic data than other 
sectors, whether it is a natural disaster like an earthquake, political upheaval in the Middle East or release of employment data in the U.S. 
®Registered trademark of Sprott Inc. Sprott Asset Management USA | 1910 Palomar Point Way, Suite 200, Carlsbad, CA 92008 | Toll Free: 800.477.7853 | sprottusa.com
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