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Kopernik International Fund                              Third Quarter 2019 
 
Dear Kopernik Investor, 
 
Below, please find the mutual fund performance of the Kopernik International Fund (“International” or “Fund”) as of September 30, 2019. 
 

Fund Performance           
As of September 30, 2019           
            

Class September 2019 Q3 2019 YTD 1 Year Since Inception1 

  Class I2 -0.96% -0.80% 10.80% 9.40% 6.18% 

  Investor Class3 -0.96% -0.88% 10.63% N/A 9.88% 

  MSCI ACWI ex-USA (Net)4 2.57% -1.80% 11.56% -1.23% 3.42% 
 
1Annualized 
2Class I inception date: 06/30/2015 
3Investor Class inception date: 12/10/2018 
4MSCI ACWI Since Inception period in table above begins on Class I inception date 06/30/2015. 
 

Past performance does not guarantee future results. The performance data quoted represents past performance and current returns may be lower or higher. 
The investment return and principal value of an investment will fluctuate so that an investor’s shares, when redeemed, may be worth more or less than the 
original cost, and current performance may be lower or higher than the performance quoted. For the most recent month-end performance please call Kopernik 
Funds at 1-855-887-4KGI (4544) or visit www.kopernikglobal.com. 
 

Gross expense ratios for the fund - Class I: 1.13%, Investor Class: 1.38%    
Net expense ratios for the fund - Class I: 1.10%, Investor Class: 1.35% 
Expense ratios shown are reflective of the Fund's current prospectus. 
 

Kopernik has contractually agreed to reduce its fees and/or reimburse expenses in order to keep Total Annual Fund Operating Expenses (excluding interest, 
taxes, brokerage commissions, acquired fund fees and expenses, and non-routine expenses) from exceeding 1.10% of the Fund’s Class I shares’ average 
daily net assets and 1.35% of the Fund’s Investor Class shares’ average daily net assets until February 28, 2020. 
 
WHY KOPERNIK? 
Philosophically, we view ourselves as owners of businesses. Our job is to appraise these businesses and take advantage at times when an 
inefficient, emotional marketplace offers securities at a price that is significantly different from our appraisal. Like our namesake, Kopernik 
(better known by his Latin name – Copernicus), we trust the results of our own analysis even when (especially when) it generates vastly 
different conclusions from those of the crowd and/or those taught by many academics. Similarly, we commonly question the data issued by 
governments, central bankers, and companies themselves. We understand that bargains appear often because people focus on fear or panic, 
and other forms of risk that are not relevant to the investment portfolio. High tracking error, bad headlines or unpopular stocks/countries/ 
regions/industries can present a degree of risk to a manager’s career, while often lowering the potential of permanent loss of capital (due to 
lower initiation prices and higher potential upside) to the portfolio. Similarly, Kopernik believes volatility and other measures of past price 
movements are not relevant to long-term investors’ assessment of risk. It can be indicative of potential risk to short-term speculators or to 
highly levered players but can often present opportunity for true long-term investors. 
 
QUARTER REVIEW 
For the third quarter of 2019, the NAV of Class I Shares of the Kopernik International Fund returned -0.80% compared to a +1.80% return for 
the MSCI All Country World ex USA Index.   

While a long-awaited rally in gold and silver spot prices helped drive positive returns for many of the Fund’s Metals and Mining holdings, 
unfortunately, these gains were offset by declines in the Consumer Staples sector as well as negative results in some Energy holdings. The 
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negative quarter returns were disappointing, but our conviction in the long-term sizable upside potential of the portfolio holdings, as well as our 
investment process, remain as strong as ever. 

Though many of our holdings in the metals and mining space generated positive returns during the quarter, Turquoise Hill Resources 
(“Turquoise Hill”) fell 61.7% and was a detractor to the Fund’s performance. The stock price fell largely due to news of a delay and cost overrun 
at its giant underground copper project in Mongolia’s Gobi Desert. Cost overruns in the mining industry are not uncommon, and we believe 
they often provide long-term value investors with attractive buying opportunities since the market often overreacts to bad news. We lowered 
our estimated value of Turquoise Hill by around 8% based on the cost overruns, so we believe the market’s decline in this case seems like a 
gross overreaction. Turquoise Hill owns one of the largest copper resources in the world and is expected to be the world’s third largest copper 
mine once fully operational. We remain bullish on the name.    

Golden Agri-Resources Ltd. (“Golden Agri”), the largest palm oil plantation company in Indonesia, was another poor performer during the third 
quarter, registering losses of 24.1% for the period. The losses are attributed to the declining price of palm oil on a year-over-year basis. While 
palm oil prices are in a multi-year bear market, we feel that the palm oil supply and demand dynamics suggest higher long-term prices. Golden 
Agri is trading at a discount to Kopernik’s risk-adjusted intrinsic value and we continue to find the stock attractively priced.     

Cameco Corp. (“Cameco”), our largest Energy sector holding, also had a turbulent quarter and finished down 11.5%. Cameco produces about 
25% of the world’s mined uranium from three mines in Canada and Kazakhstan. During the quarter, the price of uranium moved up on news 
that the Trump Administration will not impose quotas and/or tariffs on foreign uranium. While Cameco rallied temporarily on this news, the 
upside move was short lived, and the stock continued its decline from last quarter. We remain bullish on the long-term uranium supply and 
demand fundamentals: uranium’s extended low prices have resulted in a reduction of mine supply while demand is expected to increase in the 
future since more nuclear reactors are being constructed than are being shut down. While we do not forecast the timing, we believe the spot 
price of uranium of $25/lbs is unsustainably low and will eventually revert to a long run incentive price that is multiples higher. Cameco remains 
a top-five holding within the Fund. 

Following several years of disappointing results, we were pleased to see the materials sector contribute positively to the Fund’s overall 
performance in the third quarter. Gold and silver spot prices increased 4.5% and 10%, respectively for the period, and helped provide a tailwind 
for the sector. A few of our metals and mining names had outsized gains including Polyus PJSC (“Polyus”), Wheaton Precious Metals Corp. 
(“Wheaton”), and Royal Gold Inc. (“Royal Gold”) which rose 23.2%, 8.9%, and 20.5%, respectively. Polyus is the largest gold producer in 
Russia and the world’s second largest gold company by reserves. It is also one of the lowest cost producers globally due largely to the high 
grade of its deposits. Since many of its mines are in production already, there is reduced geological and capex inflation risk. Our resource 
valuation suggests Polyus shares could offer a sizeable risk-adjusted upside. 

Wheaton Precious Metals, a Canadian-based streaming company which had sold off -28.8% in 2018, has rebounded nicely this year and had 
another strong quarter, finishing up 8.9%. Wheaton’s streaming model provides it with leverage to rising gold and silver prices since the 
company is not exposed to operating cost inflation. Lastly for the precious metals space, Royal Gold, a company that acquires and manages 
precious metals royalties, finished up 20.5%. The company seeks to acquire existing royalties or to finance projects that are in production or 
near production in exchange for royalty interests. Royal Gold's gold-focused portfolio contains royalties from the production and development 
to the evaluation and exploration stages. On the back of its strong quarter, Royal Gold is up 45.1% year-to-date. 

A Canadian oil explorer and producer, Crescent Point Energy Corp (“Crescent Point”), gained 29.3%. Crescent Point has high quality reserves 
with long lives. We added to Crescent Point in 2018 after it fell nearly 60%. During the quarter, Crescent Point announced the sale of its entire 
Uinta position and certain non-core South East Saskatchewan assets for aggregate proceeds of $912 million which helped improve the strength 
of its balance sheet. The stock is up 42% year-to-date, and we maintain our conviction in the company. 

We initiated one new name during the quarter, Fresnillo PLC (“Fresnillo”). With operations in Mexico, Fresnillo is the world’s largest primary 
silver producer. Our thorough research suggests that the company’s management team and solid balance sheet are positive drivers, though 
the shares are currently trading well below their risk adjusted intrinsic value. We did not eliminate any positions during the quarter.  

In closing, although the Fund lost some ground in the third quarter, our conviction in the long-term positioning of the portfolio remains strong 
and we continue to be excited by the portfolio’s significant potential for upside over the long run. As the highflying global momentum market 



 
 

   3 
 

continues its upward trend longer than we ever could have imagined, we continue to opportunistically buy and hold companies that we believe 
are trading at significant discounts to their risk-adjusted intrinsic value. We remain true to our core value principles, which prevents “style-drift” 
and provides investors with a portfolio constructed utilizing an active management approach, and a research-driven and fundamentals-based 
investment process. 

As always, thank you for your continued support. 

Kind regards, 

Kopernik Global Investors, LLC 

__________________________________________________________________________________ 
Important Information 

The information presented herein is confidential and proprietary to Kopernik Global Investors, LLC. This material is not to be reproduced in whole or in part or used for any 
purpose except as authorized by Kopernik Global Investors, LLC. 

This report may contain forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. Forward-looking statements involve inherent 
risks and uncertainties, and we might not be able to achieve the predictions, forecasts, projections and other outcomes we may describe or imply. A number of important factors 
could cause results to differ materially from the plans, objectives, expectations, estimates and intentions we express in these forward-looking statements. We do not intend to 
update these forward-looking statements except as may be required by applicable laws. 

Forward-looking statements are not guarantees of future performance and are subject to risks, uncertainties and other factors, some of which are beyond our control and are 
difficult to predict. As a result, actual results could differ materially from those expressed, implied or forecasted in the forward-looking statements. 

The holdings mentioned herein represent the following percentage of net assets of the Kopernik International Fund as of September 30, 2019: Cameco Corp. 4.15%, Crescent 
Point Energy Corp 1.41%, Fresnillo PLC 0.52%, Golden Agri-Resources Ltd 1.73%, Polyus PJSC 3.50%, Royal Gold Inc 1.59%, Turquoise Hill Resources Ltd. 1.52%, Wheaton 
Precious Metals Corp 4.17%. These positions may change over time without notice. The holdings listed should not be considered recommendations to purchase or sell a 
particular security. It should not be assumed that securities bought or sold in the future will be profitable or will equal the performance of the securities in this portfolio. Current 
and future portfolio holdings are subject to risk. 

Please consider all risks carefully before investing. An investment in a Kopernik Fund, or any other vehicle using the same strategy, is subject to many risks including sudden 
changes in general market valuations and market liquidity. Investments in small and mid-capitalization companies also tend to involve greater risk and portfolio price volatility 
than investments in larger capitalization stocks. Further, investing in non-U.S. markets, including emerging and frontier markets, involves certain additional risks, including 
potential currency fluctuations and capital controls, restrictions on foreign investments, less governmental supervision and regulation, less liquidity, less disclosure, and the 
potential for higher market volatility, share expropriation, confiscatory taxation, and social, economic and political instability. Further, investments in energy and other natural 
resources companies tend to be greatly impacted by developments in global commodities markets, which can be more volatile than equity markets. 

Past performance herein should not be construed as an accurate indication of future returns. 

The MSCI All Country World ex-USA Index is an un-investable index that captures over two thousand primarily large and mid-cap companies across 22 developed and 26 
emerging market countries as of September 30, 2019. The MSCI indices returns do not reflect any management fees, transaction costs or expenses. Individuals cannot invest 
directly in an Index. Additionally, The MSCI All Country World ex-USA Index is different from the strategy in a number of material respects, including being much more diversified 
among companies and countries, having less exposure to emerging markets, and having no ability to invest in fixed income or derivative securities. MSCI ACWI ex-USA 
performance includes theoretical dividends distributed. Past performance is no guarantee of future results. 

Mutual fund investing involves risk, including possible loss of principal. There can be no assurance that the Fund will achieve its stated objectives. Equity funds are subject 
generally to market, market sector, market liquidity, issuer, and investment style risks, among other factors, to varying degrees, all of which are more fully described in the 
fund’s prospectus. Investments in foreign securities may underperform and may be more volatile than comparable U.S. securities because of the risks involving foreign 
economies and markets, foreign political systems, foreign regulatory standards, foreign currencies and taxes. Investments in foreign and emerging markets present additional 
risks, such as increased volatility and lower trading volume. For more information on the Kopernik International Fund, call our toll-free number at 1-855-887-4KGI or email 
funds@kopernikglobal.com. 

This material must be preceded or accompanied by a current prospectus. Investors should read it carefully before investing. 

The Kopernik International Fund is distributed by SEI Investments Distribution Co., One Freedom Valley Drive, Oaks, PA, 19456, which is not affiliated with Kopernik Global 
Investors, LLC. 


