
The Sprott Strategic Fixed Income Fund continued where it left off in February by posting another month of solid gains. Most of our 
strategies posted solid returns and many of our positions which had underperformed in the fall have retraced approximately 50%-60%. 
Liquidity has been injected back into the financial markets and for the time being the financial system is functioning. Now it’s time for 
policy makers to address the many fiscal and growth challenges that the developed world is facing. This is a longer term issue that 
will weigh on the markets, but from our perspective this is not an immediate concern. We are still bullish on risk assets in the short to 
medium term and are constantly looking out to the horizon for signals that the market will turn negative. We’ll borrow a description of 
the current LRTO operations and its effects on the markets from a chief economist we recently met with. The ECB is in effect taking 
in excess of 1 Trillion dollars of risky asset off the public market and replacing it with cash. This in effect is crushing volatility, which 
to put another way is driving the cost of risk down and equity prices higher. This is not a market to be short and more importantly it is 
important to harvest alpha when the opportunity presents itself as these opportunities will not last indefinitely.

Sprott Strategic Fixed Income Fund

We’ve enjoyed a very strong start to 2012 with the NAV of the fund increasing 1.24% for the month and 3.91% year to date as of 
February 29th. Recall this fund has far more flexibility than the Sprott Diversified Yield Fund and allows us to invest across more markets 
including currency options and credit default swaps. One of the lessons we learned from 2011 is the importance of always maintaining 
“structural liquidity”. This is crucial in that while we are sanguine about the prospects for the markets in the comings months we want 
to ensure that when our view changes we can move the fund to either a neutral or a bearish position quickly.

We managed to generate the bulk of our returns from credit and foreign exchange. Leverage is running at about 2:1 and we’ve employed 
various foreign exchange strategies via the options market. Currently our bias is to see interest rates trade in a range, eventually 
breaking higher and have thus employed trades which will generate positive returns in the event the yield curve steepens.

Presently, the Sprott Strategic Fixed Income Fund has 30% in high yield (both cash and credit default swaps) and 50% in investment 
grade debt with the balance invested in cash and very short-term investment grade debt. The fund is currently yielding 5%1.
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1	� The yield expressed is the estimated annual income from the investment expressed as a percentage of the investment’s current value. It does not reflect the 
return of the Fund.
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Sprott Asset Management LP is the investment manager to the 
Sprott Funds (collectively, the “Funds”). Commissions, trailing 
commissions, management fees, 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 A units of the Fund for the period 
ended February 29, 2012 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 offer or solicitation by anyone in the United 
States or in any other jurisdiction in which such an offer or 
solicitation is not authorized or to any person to whom it is 
unlawful to make such an offer or solicitation. Prospective 
investors who are not resident in Canada should contact their 
financial advisor to determine whether securities of the Fund 
may be lawfully sold in their jurisdiction.

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 Sprott Asset Management LP. 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 Sprott Asset 
Management LP is or will be invested. SAM LP and/or its 
affiliates may collectively beneficially own/control 1% or more 
of any class of the equity securities of the issuers mentioned in 
this report. SAM LP and/or its affiliates may hold short position 
in any class of the equity securities of the issuers mentioned in 
this report. During the preceding 12 months, SAM LP and/or its 
affiliates may have received remuneration other than normal 
course investment advisory or trade execution services from 
the issuers mentioned in this report. 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.

Sprott Asset Management LP: Toll Free: 1.866.299.9906 

DEALER SERVICES: RBC Dexia Dealer Services  
Tel: 416.955.5885; Toll Free: 1.877.874.0899

Please visit www.sprott.com for past commentaries.


