




Insight. Resolve. Conviction.

Our investment team is comprised of independent thinkers, united by one common goal: delivering superior long-term  
returns to our investors. Sprott’s portfolio managers, investment strategists and research professionals evaluate trends and  

conduct rigorous fundamental company analysis to identify undervalued stocks with the greatest return potential.
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LETTER TO SHAREHOLDERS

In the wake of the global financial crisis, North American stock markets rallied in 
2009, with the S&P/TSX Composite Index rising by 30.7% for the year, an increase 
of 57% from the market’s bottom on March 9, 2009. This recovery was achieved 
despite weak economic fundamentals in most developed countries, including the 
United States and Canada. In this market environment most of our mutual funds 
performed well, with all but the two smallest funds beating their benchmarks, some 
by a wide margin. The most dramatic increase was reflected in the performance of 
the Sprott Gold and Precious Minerals Fund, managed by Charles Oliver and Jamie 
Horvat, which posted a return of 113% for the year. The returns for the year from  
the majority of our hedge funds were modest, as their short positions were 
constrained by buoyant equity markets. 

The strong performance of our mutual funds led to a $0.4 billion increase 
to our Assets Under Management (“AUM”), which stood at $4.8 billion at the 
end of 2009. While some of our funds earned performance fees in 2009, overall 
performance fees were lower than for 2008. The main reason for the decrease was 
$35.6 million in performance fees contributed by Sprott Consulting in 2008. However, 
the strong performance of our mutual funds during 2009 significantly reduced many 
accumulated deficits. We feel confident to be entering 2010 in a much better position 
to generate performance fees than we found ourselves in a year ago. 

One of our key objectives for 2010 is to diversify our business by introducing  
new products, services and investment opportunities for our clients. In support of  
this goal, in 2009, we announced senior level appointments at Sprott Inc. and Sprott 
Asset Management. Last fall, Kevin Bambrough was named President of Sprott 
Inc. Kevin has achieved great success in his roles as Chief Executive Officer of 
Sprott Consulting and Market Strategist with Sprott Asset Management. Kevin’s 
appointment will allow me to focus exclusively on my portfolio management activities. 

Eric Sprott 

CEO, Sprott Inc.

Kevin Bambrough

President, Sprott Inc.



“One of our key objectives for 
2010 is to diversify our business by 
introducing new products, services 

and investment opportunities  
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James Fox was named President of Sprott Asset Management. James is an  
accomplished sales and marketing professional who has been a key contributor  
to Sprott Asset Management’s sales efforts and strategic business initiatives over  
the past decade. James will be responsible for overseeing an increasingly dynamic 
asset management operation that we believe has the potential for exceptional 
growth in the years ahead. 

Corporate Reorganization
In addition to our focus on investment performance, we have also undertaken  
a number of initiatives to better serve our clients and leverage our brand name,  
as our business continues to grow and evolve. In 2009, we completed a corporate  
reorganization and now have three separate business units: Sprott Asset  
Management; Sprott Private Wealth; and Sprott Consulting.

Sprott Asset Management 

As noted earlier, new product development is a key priority for Sprott Asset 
Management in 2010, as we work to diversify our asset management business. 
To lead these efforts, we have added a number of specialists to our product and 
investment teams. In December 2009, Peter Loach joined the team as Executive  
Vice President of Product Development. Peter is one of Canada’s foremost  
fund analysts and brings with him a wealth of experience and a tremendous 
perspective on the fund industry. Peter will lead our new product development 
efforts. We recently made another significant hire, with the addition of Scott 
Colbourne as Senior Portfolio Manager. Scott is a four-time winner of the  
Best Foreign Bond Fund at the Morningstar Canadian Investment Awards  
and his experience managing fixed-income portfolios will be extremely valuable  
to Sprott Asset Management as we continue to build out our product lineup.  
We also announced two internal promotions within the investment team as  
David Tomljenovic and Eric Nuttall became Portfolio Managers.

In 2010, we have begun to broaden our product lineup and, as of the date of  
this letter, have already introduced two new funds. We successfully launched our 
first flow-through fund, the Sprott 2010 Flow-Through Limited Partnership, with 
gross proceeds of more than $50 million. In March, we announced the closing  
of the Sprott Physical Gold Trust IPO, with gross proceeds of approximately  
$442 million. We expect to continue adding innovative new funds to our  
platform during 2010.

Sprott Private Wealth 

Sprott Private Wealth was created as a platform to brand and grow our wealth  
management service offering. With more than 2,100 private client accounts 
representing more than $1 billion of our total AUM, we believe we have a strong 
platform in place to build Sprott Private Wealth into a full service wealth manager 
capable of managing a larger share of our private clients’ portfolios. To lead 
the development of Sprott Private Wealth, Mike Ricafort was recently brought 
on board as Director of National Sales. Mike will be responsible for putting a 
strategy and team in place to efficiently drive Sprott Private Wealth’s growth 
initiatives. Our first priority is increasing Sprott Private Wealth’s asset base 
through new products and services designed to meet the full range of  
investment needs of high-net worth investors.

Scott Colbourne is 

a four-time winner of 

the Best Foreign Bond 

Fund at the Morningstar 

Investment Awards.



Sprott Consulting 

Through its model of providing management and administrative services to  
other companies, Sprott Consulting adds a private equity-type component to our 
business. In the past, Sprott Consulting has made significant contributions to our  
overall performance, generating performance fees through its management of  
Sprott Resource Corp. (TSX: SCP). Led by Kevin, Sprott Consulting is run by a  
team of professionals with strong business, legal, accounting, operational and 
capital markets expertise. They monitor and analyze global trends and seek to 
identify investment opportunities that would stand to benefit the most from those 
trends. We believe the upside for this business is exceptional. Through its ability  
to generate substantial performance fees, we expect Sprott Consulting to be a  
source of continued revenue growth in the future.

We will speak about each of our business units in more detail in the growth 
strategy section of this annual report.

Our company remains financially strong and well positioned for future success.  
In 2009, we generated $48.5 million in EBITDA and closed the year with nearly  
$50 million in cash and cash equivalents. Our cost structure ensures that our  
largest expenses are correlated to revenues, while fixed costs represent a relatively  
low percentage of overall revenue. 

As always, we are focused on delivering the strong investment performance on 
which we have built this business. We have a top-flight team of portfolio managers, 
each of whom is committed to his or her individual investment philosophy and 
dedicated to the success of the entire team. With nearly all of our funds and managed 
accounts eligible to generate performance fees, there is significant torque built into 
our business model. When our funds are generating performance fees, those fees can 
multiply very quickly, delivering exceptional profitability for our shareholders.

In closing, we would like to thank our shareholders for their ongoing support 
and our Board of Directors for their guidance and counsel. We look forward to 
updating you on the progress of each of our business units as they continue to  
grow and evolve in 2010 and beyond. 

Yours sincerely,

Eric Sprott
Chief Executive Officer 
Sprott Inc.

Kevin Bambrough
President
Sprott Inc.

“Sprott Consulting adds a 

private equity-type component 

to our business.” 
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Net income was $31.8 million in 2009, compared  
with $52.1 million the previous year. Base EBITDA1 
was $33.7 million, compared to $57.1 million in 
2008. The decline was the result of lower management 
and performance fees, partially offset by gains on 
proprietary investments and lower expenses.

Net Income

In Millions ($)

In Millions ($)

In Billions ($)
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AUM increased to $4,774 million, compared to 
$4,449 million at December 31, 2008. The market 
value of portfolios increased by $896 million during 
the year but the increase was offset by net redemptions 
of $571 million. 

Assets Under Management
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1 �Base EBITDA is a financial measure used by the Company to assess the performance of its business that is not recognized under Canadian generally accepted accounting principles 
(GAAP). This non-GAAP measure should not be considered an alternative to performance measures determined in accordance with GAAP and may not be comparable to similar  
measures presented by other issuers. For additional information regarding the Company’s use of non-GAAP measures, including the calculation of these measures, please refer to  
the Non-GAAP Financial Measures section of the Company’s Management’s Discussion and Analysis and its financial statements.

Management fees declined by 29% to $88 million,  
from $124 million in 2008, as monthly average  
AUM decreased by approximately 29% over the 
same period. Management fee margins remained  
fairly constant at 2% during 2009.
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Corporate Reorganization
In June 2009, Sprott completed a corporate reorganization and now has three business units:  

Sprott Asset Management LP

Sprott Consulting LP

Sprott Private Wealth LP

New Product Development
Sprott currently manages 22 investment products and is increasing its focus on product development.  
Since January 2009, four new funds have been launched:

Sprott Gold Bullion Fund, March 2009

Sprott Multi-Manager Fund, April 20092

Sprott 2010 Flow-Through Limited Partnership, February 2010

Sprott Physical Gold Trust, March 2010

Awards & Accolades

March 2009 
Sprott Canadian Equity Fund — Named the “Number One Fund in Canada  
for Ten-Year Return” by Globefund

May 2009 
Sprott Offshore Fund Ltd.— Listed on the Barron’s Hedge Fund 100

February 2010 
Sprott Gold and Precious Minerals — Thomson Reuters Lipper Award   

“Best Fund Over One Year”, Precious Metals Equity Category

2 In October 2009, the FNSSC-Multi Manager Fund was renamed Sprott Multi-Manager Fund.

7

Sprott Inc. Annual Report 2009

OPERATIONAL HIGHLIGHTS



Sprott Asset Management  
manages the Sprott family  
of funds and discretionary  

managed accounts. 

SPROTT ASSET MANAGEMENT



Over the years we have built our reputation by delivering superior performance to 
our investors. We have one of the deepest and most accomplished investment teams 
in the business. Each portfolio manager has an individual style and investment 
philosophy, but the entire team shares a commitment to fundamental analysis and 
independent research. Together with our research team and investment strategists,  
the portfolio managers work to identify promising investment themes early on.  
They then move quickly to capitalize, picking stocks that they believe have the  
best return potential. 

Our investment team’s ability to generate superior returns has given Sprott Asset  
Management one of the best long-term track records in the industry, and established 
us as one of Canada’s leading asset managers. However, we believe we can do 
more to attract new investors and assets and have recently increased our sales and 
marketing efforts. We are now focused on continuing to build our sales team and 
extend our reach, both nationally and internationally. 

We also understand that solid long-term relationships are critical to our success. 
That’s why we are always looking for new ways to provide added value to our  
clients. We conduct regular events to provide advisors with opportunities to hear 
directly from our portfolio managers, including our annual cross-Canada road show. 
In addition, our website provides an excellent forum for our portfolio managers to 
share their perspectives. Our monthly “Markets at a Glance” publication is now 
available via online subscription, and the site includes a “Manager Insights”  
section dedicated to the team’s outlook on the markets. 

Our key priority for 2010 is new product development. As our organization 
continues to grow and evolve, it is important that we broaden our product lineup 
to meet our clients’ diverse investment needs and attract new investors to our funds. 
With the addition of Peter Loach, we have one of the foremost product development 
experts in the industry. We have already launched two new funds this year — the 
Sprott 2010 Flow-Through Limited Partnership and the Sprott Physical Gold 
Trust — and we expect to introduce more over the course of the year, including  
at least one fixed-income product. 

“We understand that solid, 

long-term relationships are  

critical to our success.”
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Sprott Asset Management 



Sprott Consulting provides  
management, administration  

and consulting services to  
other companies.

SPROTT CONSULTING 



Sprott Consulting was created to identify and capitalize on new investment opportunities 
in the private equity space. We have an exceptional team with tremendous investment 
experience and knowledge. Each team member is an independent thinker with a unique 
way of evaluating investment opportunities. Together, we have a diverse skill set that 
includes an in-depth understanding of the capital markets, as well as the operational 
and legal expertise that allows us to effectively advise other companies, such as Sprott 
Resource Corp. (“SRC”), on how to operate most efficiently. When we evaluate an 
investment opportunity, we don’t all approach it from the same angle and that’s our 
great strength. 

 What distinguishes us from other players in the private equity space is that we don’t 
just invest in existing companies, we also have the capability to create new businesses.  
If we look at an industry and identify a gap that we can fill to deliver premium returns  
to our investors — we’ll do it. 

We currently manage SRC under a Management Services Agreement, through which 
Sprott Consulting earns management and performance fees. SRC was created to focus 
on investments in the resource sector and, to date, it has been a tremendous success, 
generating more than $35 million in performance fees for Sprott Consulting in 2008. 

One Earth Farms is a good example of our approach in action. When we looked at 
the agricultural space, we saw an opportunity to capitalize on the economic trends and 
industry dynamics that were driving global interest in large-scale farming investments. 
One Earth Farms is now in the process of building North America’s largest fully-
integrated corporate farm. Over the next three to five years, we hope it will be  
comprised of more than one million acres of extremely fertile agricultural land. 

Our goal for 2010 is to continue to increase the value of SRC’s subsidiaries in order 
to generate more fees for Sprott Consulting. We are pleased with SRC’s early progress 
this year. SRC recently announced that Stonegate Agricom plans to complete an IPO  
in the coming months. 

We are also investigating other private equity opportunities with the potential to 
generate significant management and performance fees for Sprott Consulting. We look 
forward to an exciting year. 

“We don’t just invest in  

existing companies, we  

also have the capability  

to create new businesses.”
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Kevin Bambrough is President of Sprott Inc.  
and President of Sprott Consulting 



Sprott Private Wealth  
provides customized investment 

services and products for  
high net worth clients.

SPROTT PRIVATE WEALTH



Michael Ricafort is the Director of National Sales,  
Sprott Private Wealth

Sprott has been providing private client services to high-net worth families and 
individuals for over 20 years. These accounts currently represent more than  
$1 billion in Assets Under Management. This gives us a tremendous platform  
on which to build as we look to focus and expand this business. 

To succeed in the competitive wealth management space, we need to be able  
to differentiate ourselves from other wealth managers. We think we can achieve 
this by offering a premium service that is consistent with the service and investment 
philosophy that our clients have come to expect from Sprott. Within Sprott Private 
Wealth, our advisors are able to leverage and access the deep research, analysis and 
economic views of Sprott Asset Management’s team of portfolio managers, on a 
direct and daily basis. That’s something no other wealth manager can offer.

Over time, our goal is to grow into a wealth manager capable of managing a 
larger percentage of our private clients’ portfolios. To do this, we need to gradually 
expand our service offering, with the objective of eventually providing enhanced 
wealth planning services.

In 2010, we will begin to leverage our in-house product development expertise  
to tailor innovative products that meet the specific needs of our private clients.  
We will also consider adding externally-managed funds to our platform, if they  
help us to provide our clients with a more comprehensive service offering. 

We have an excellent opportunity to build from our Toronto base and increase  
our presence and profile across the country. Over time, we expect to establish 
Sprott Private Wealth as a truly national brand. 

“Over time, we expect to  

establish Sprott Private Wealth 

as a truly national brand.” 
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Sprott Mutual Funds
YTD

(26/02/10)  1 year
 

3 years
  

5 years
 

10 years
(Net of  all fees) 

Inception

Sprott Canadian Equity Fund
Series A

-1.6% 36.0% -4.5% 6.6% 21.7% 19.8%

Sprott Gold & Precious Minerals Fund
Series A

-5.0% 113.8% -3.4% 10.3% — 22.3%

Sprott Energy Fund 
Series A

4.8% 76.1% -9.7% 2.2% — 9.0%

Sprott Growth Fund
Series A 

-5.9% 54.8% -7.8% — — -1.4%

Sprott Global Equity Fund
Series A 

-5.0% -6.9% — — — -17.8%

Sprott Small Cap Equity Fund
Series A

1.9% 76.0% — — — -4.6%

Sprott All Cap Fund
Series A

-1.2% 18.7% — — — 7.3%

Sprott Hedge Funds
YTD

(26/02/10)  1 year 3 years 5 years 10 years
(Net of  all fees) 

Inception

Sprott Hedge Fund L.P.  
Series A

-3.5% 2.4% 6.7% 11.2% — 21.9%

Sprott Hedge Fund L.P. II  
Series A

-3.9% -0.6% 9.0% 11.8% — 9.0%

Sprott Bull/Bear RSP Fund -4.3% 0.3% 10.2% 13.1% — 12.2%

Sprott Opportunities Hedge Fund L.P.  
Series A

0.2% 6.4% 8.4% 15.1% — 19.5%

Sprott Opportunities RSP Fund 0.2% 6.3% 8.2% — — 10.3%

Sprott Small Cap Hedge Fund 0.7% 78.0% — — — 2.4%

For the period ended December 31, 2009 

For the period ended December 31, 2009 

FUND PERFORMANCE



Sprott Offshore Funds
YTD

(26/02/10)  1 year 3 years 5 years 10 years
(Net of  all fees) 

Inception

Sprott Offshore Fund 
Series A

-4.3% 20.0% 13.8% 16.4% — 22.3%

Sprott Offshore II Fund 
Series A

-4.3% 20.0% 13.8% 16.3% — 22.0%

Sprott Capital, L.P. -5.6% 9.8% — — — 8.9%

Sprott Capital, L.P. II -5.5% 9.9% — — — 3.7%

Sprott Opportunities Offshore Fund Ltd.,  
Class A

-1.0% 4.9% 8.6% — — 8.3%

Sprott Opportunities Capital Fund, L.P. -1.4% 4.6% 8.4% — — 8.1%

 Indices
YTD

(26/02/10)  1 year 3 years 5 years 10 years
(Net of  all fees) 

Inception

S&P/TSX Composite Total Return Index -0.6% 35.1% -0.2% 7.7% 5.6% —

S&P/TSX Global Gold Index -3.4% 7.0% 0.9% 10.0% — —

S&P/TSX Capped Energy Total Return Index -4.5% 41.5% 0.4% 11.3% — —

S&P 500 Index -1.0% 50.3% -7.8% -1.7% -2.1% —

S&P 500 Index (CAD) -0.9% 24.8% -11.0% -4.8% -5.2% —

Dow Jones Industrial Average -1.0% 18.8% -5.8% -0.7% -1.0% —

NASDAQ Composite -1.4% 43.9% -2.1% 0.9% -5.7% —

S&P/TSX Small Cap Total Return Index 1.4% 62.4% -3.7% 2.0% — —

MSCI World Index (CAD) -2.7% 12.3% -8.8% -0.7% -3.4% —

For the period ended December 31, 2009 

For the period ended December 31, 2009 
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