
Performance Summary

The first quarter of 2023 started strong for commodities overall, but was punctuated by 
turmoil in the banking sector both in the U.S. and in Switzerland, giving way to fears of 
another global financial crisis. When it became apparent that these bank failures had 
more to do with poor risk-management practices, the contagion worries subsided and 
hard assets continued to gain momentum. Precious metals have so far led the charge 
but base metals have been not far behind.

The Sprott Resource Alpha Separately Managed Account (the “Strategy”) enjoyed 
healthy gains during the quarter, climbing over 5% from the previous quarter-end. Gains 
came from across the board, but most notably occurred in our gold and silver positions.

Total Returns (Net of Fees %)

As of 3/31/2023 1 MO* YTD Q1 2023* 1 YR

Cumulative  
Since Inception* 

(March 1, 2021)

Sprott Resource Alpha 
Separately Managed Account 5.62 5.68 5.68 -9.94 13.95

Blended Benchmark1 8.35 6.11 6.11 -10.26 17.36
Past performance is not indicative of future returns. Please see important information on page 5. The performance results 
shown do not reflect trading in any client’s account but reflect solely a model portfolio. Your investment advisor puts your assets to 
work by following the model portfolio. The Sprott Asset Management USA, Inc. performance team ran actual composites of each 
underlying account in the portfolio. As your advisor, we are responsible for the trading of the separately managed account program. 
After our analysis, we do not believe there are any material differences between the model portfolio and the actual composite, 
which is less than 4% and net of advisory fees.
* Not annualized.
1  The benchmark is a composite of the following underlying benchmarks at equal weights and rebalanced quarterly; Morningstar

Global Upstream Natural Resources Total Return Index (MUNRT), NYSE Arca Gold Miners Index (GDMNTR), and the S&P/TSX 
Global Mining Total Return Index (TXGMAR). The S&P/TSX Global Mining Total Return Index is a Canadian dollar denominated 
index that is converted to USD via Bloomberg.
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Portfolio Composition

The Strategy sought to take some risk off the table, prudently scaling back positions 
which had grown overweight or where the investment thesis was no longer valid, briefly 
taking our cash position up close to 10%.
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STRATEGY OBJECTIVE
The primary objective is to deliver a risk-
adjusted return through long-term capital 
appreciation for investors. The investment 
team aims to establish equity holdings 
in companies exploring, developing or 
producing commodities with a focus 
on companies that have consistently 
delivered, or are expected to deliver, the 
highest quartile operating margins in their 
respective industries.
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Gains were harvested from six positions (OceanaGold Corporation, Africa Oil Corp., ATEX Resources Inc., CES Energy Solutions 
Corp., Ero Copper Corp., and i-80 Gold Corp.) with another three investments sold outright. One because the original 
investment thesis had changed (GR Silver Mining Ltd.) and two were culled due to heightened business risks (Sandstorm Gold 
Ltd., and SLB).

Four of the purchases throughout the quarter were additions to existing holdings (Predictive Discovery Limited, Vizsla Silver 
Corp., Triple Flag Precious Metals Corp., and Ecora Resources PLC) whilst two new positions were established (Coronado 
Global Resources Inc., and G Mining Ventures Corp.). Coronado Global is a substantial producer of metallurgical coal used 
for steelmaking and G Mining Ventures is developing a fully funded gold mine in Brazil. The company boasts a best-in-class 
construction team and has growth aspirations.

At the end of March, the current portfolio makeup included a 56% allocation to North American equities, 23% allocation to 
Australian-listed companies and a further 21% invested in European equities as well as 10% cash.

Commodity Sector Breakdown

The specific breakdown of commodities to which the portfolio is exposed is as follows:

Precious Metals 45.88%

Copper (moly) 14.18%

Oil & Gas 10.82%

Cash and Cash Equivalents 9.79%

Nickel 7.77%

Uranium 4.83%

Lead/Zinc 2.71%

Bulks (Ti, coal/iron ore/lithium/potash) 2.06%

Alternative Energy 1.96%
Data as of 3/31/2023.

Q1 2023 Performance Contributors

Bravo Mining Corp. (TSXV: BRVO)
Bravo Mining Corp. a Brazilian focused PGM (platinum group metals) and nickel explorer, was one of the top performing 
positions in Q1, rising 56% over the quarter and contributed 0.95% positive performance to the strategy. The company 
continued to put out a series of eye-catching drill results through the quarter, including 93m @ 3.2g/t PGM+Au, from surface, 
with the results driving significant investor interest and share price appreciation throughout the quarter. 

Bravo is a newly listed and thus relatively under-followed company in the exploration and development space. The company 
has high levels of insider ownership and an extremely tight share structure/registry, resulting in relatively low levels of 
liquidity. This illiquidity can result in outsized positive price performance when capital flows into a story, particularly in a 
speculative drill play that presents the market with eye-catching drill results. Bravo was clearly the beneficiary of this dynamic 
during its positive Q1.

Bravo continues to remain a core high risk with high potential reward exploration and development name in the Strategy and 
is a company we look forward to seeing progress their flagship Luanga project.

https://bravomining.com/investors/news-releases/bravo-intercepts-93m-at-3.2g-t-pgm-au-from-surface-16.7m-at-36.1g-t-pgm-au-from-surface-including-8.5m-at-63.3g-t-pgm-au-which/
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ATEX Resources Inc. (TSXV: ATX)
ATEX Resources Inc. had a strong quarter, rising over 96% in Canadian dollar terms over the past three months and 
contributing 0.92% to the overall performance of the portfolio. The company is in the midst of their Phase III drill program at 
their Valeriano Copper-Gold Project located in the Atacama Region, Chile. To date, four holes from the program have been 
released with another two holes currently being drilled with highlights including 0.63% CuEq over 1,270m in February and 
0.73% CuEq over 1,342.5m in March. Results like this further demonstrate the district scale potential.

Q1 2023 Performance Detractors

Centaurus Metals Limited (ASX: CTM)
Centaurus Metals Limited is a core holding in the Strategy but experienced a poor quarter with its share price retreating 
approximately 17%, causing a net drag on performance of (0.74%) during the period. The pullback in the stock reflected both 
a weakening in the Nickel price and from the delays to their Definitive Feasibility Study (DFS) until late Q4, 2023. Despite this, 
we remain bullish longer term on the stock. 

The company is well funded (A$34M at year-end) and is now drilling aggressively to grow its already considerable resource 
base, for which we ascribe a high probability of making additional discoveries. The coming DFS and mining permit should 
be key de-risking milestones for the stock and we expect the DFS will demonstrate a profitable nickel sulfide operation of 
sufficient size and quality to attract potential acquirers. 

Sitio Royalties Corp. (NYSE: STR)
After closing two corporate acquisitions in 2022, Sitio Royalties Corp. had a rough start to 2023 dropping just over 21% 
alongside energy prices in the first quarter and detracting (0.62%) from the portfolio. 

Sitio’s 2022 cash royalty transactions and corporate acquisitions now make them one of the largest U.S. mineral and royalty 
companies in the oil and gas space and their consolidation strategy has increased net royalty acres (NRAs) by 147% from 
year-end 2021. 180,000 of the company’s NRAs are now located in the Permian Basin, the largest unconventional resource 
area in the U.S. and one of the most attractive areas for oil production. The Permian Basin hosts several oil-containing 
formations, many of which are “stacked” atop one another creating profitable drilling and production efficiencies.

In March, the company released its Full Year 2023 Guidance of 34,000-37,000 barrel-of-oil-equivalents per day (boe/d). In 
our opinion, this represents conservative estimates for the newly acquired Brigham Minerals, Inc. properties and provides the 
company ample liquidity to sustain its strong dividend and assess new royalty acquisitions.

https://www.atexresources.com/_resources/news/nr-20230227.pdf
https://www.atexresources.com/_resources/news/nr-20230330.pdf


Sprott Resource Alpha Separately Managed Account 
Q1 2023 Quarterly Commentary

4

Figure 1. Sitio Meaningfully Increased its Permian Basin Acreage Footprint During 2022

Sitio meaningfully increased its Permian Basin
acreage footprint during 2022

Acreage acquired during 2022

Acreage as of 12/31/21

As of 1/1/22, Sitio had  
83,580 Delaware Basin 
NRAs and 21,982 
Midland Basin NRAs

On 12/31/22, Sitio had 
140,596 Delaware 
Basin NRAs and 42,881 
Midland Basin NRAs

17Source: Sitio Royalties Corporation, March 21, 2023 Corporate Presentation.

Concluding Comments

There continues to be considerable macro and geopolitical headwinds weighing on near-term demands for some commodities. 
The performance of this portfolio, like all natural resource investments, will continue to be influenced by global economic 
conditions. The current backwardation in the oil futures market perfectly highlights the current paradox and has historically 
been a precursor to strong moves higher in energy markets. 

The Resource Alpha Strategy aims to give investors exposure to event-driven upside potential across the entire natural 
resource industry. As such there is an inherent diversification in the portfolio which can mitigate some of the volatility that is 
typically commonplace with commodities. Lastly, an advantage of the Strategy being actively managed is the flexibility to trim 
allocations from strong performing commodities and redirect towards those offering greater discounts.
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IMPORTANT INFORMATION

Past performance does not guarantee future results. An investor could lose all or a substantial amount of any investment pursuant to this 
strategy. The intended use of this material is for informational 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 
and 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. Sprott Asset Management USA, Inc., (“Sprott USA”) 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.

Sprott USA is responsible for the execution of the strategy in connection with the separately managed account program. The performance results shown 
do not reflect trading in any client’s account, but reflect solely a model portfolio (see footnote 2 on page 1), and are net of advisory fees, and reflect 
performance of that account commencing as of March 1, 2021, although the actual trading in internal account to execute the strategy commenced 
on March 2, 2021.

The information has been provided for illustrative purposes only, and should not be relied upon by you in evaluating the merits of investing in any 
securities or strategies mentioned herein
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