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Fund Review

In May, the Fund returned (6.7%), as compared to
the TSX Venture index and TSX Total Return index, which returned
(11.5%) and 0.1% respectively. We outperformed the TSXV during the
month of May gaining back all of the lost ground against the index on a
YTD basis.
Our energy positions continued to perform well despite the otherwise
poor market conditions. New Stratus Energy (TSXV:NSE) gained 48%
during the month of May. We are optimistic that NSE will be one of our
big winners in 2022. Our investment has already returned nearly 400%.
Byrna Technologies (NASDAQ:BYRN), one of our core holdings,
reaffirmed revenue guidance for 2022 of $55-60 million recently. This
represents continued strong growth over 2021 revenue despite the
supply chain challenges they faced earlier in the year which have now
been rectified. The shares rebounded during the month of May by 36%.
The Fund has been fortunate to have avoided crypto which has recently
strongly underperformed the market. The Fund maintains zero exposure
to this area.
Our warrant positions contribute meaningfully during bull markets.
However, when there is a broad market decline as we have experienced
over the past several months, they have a leveraged impact and thus
contributed negatively to returns. Warrant coverage at monthend was
58%.

Outlook

We are at one of those times in equity markets when the primary
driver of share prices shifts from fundamentals to that of liquidity. There are
numerous indicators which are at negative extremes which have not been seen
since the Global Financial Crisis. Investors with margin issues and program
selling contribute to the selling pressure. A selection of these datapoints
include: the number of companies trading below cash value is now
approximately 5% for the constituents of the Russell 3000 in the U.S. (lowest
since 2008); the BofA Bull and Bear Indicator is down to zero (lowest reading
possible); the AAII investor survey of the Bull-Bear spread has been below –10
for 21 weeks (lowest since 1991) and the year over year change in P/E multiple
for the S&P has had the sharpest drop in over 65 years. This level of
pessimism and fear is not warranted in our view as the situation in 2008 was
significantly different than it is today. In 2008, the worldwide banking system
was on the verge of collapse with ripple effects on the economy that were
unknown or unquantifiable. At present, investor fears are primarily a result of
high inflation and the impact of rising interest rates to combat this issue. The
potential for a recession is now expected by many and equity prices have
declined to reflect this.
We believe that over the longer term, fundamentals will ultimately prevail as the
primary driver of share prices. The current weakness driven by fear and
liquidity issues present many opportunities in our view. Although, it is often
difficult to precisely time the exact bottom, the current extremely negative
investor sentiment has typically correlated with major equity market lows.
Please follow us on Twitter for more timely market tidbits of
equity news and charts. The charts referenced above can be
found on our Twitter feed.

Current sector allocations are as follows: 30% technology, 16% life
sciences, 12% consumer, 12% precious metals, 15% metals, 10%
energy, 8% warrants and 0% shorts.

Steve Palmer, CFA
President and CIO

Performance* (Class A)

Key Reasons to Own This Fund
PROVEN LONG TERM PERFORMANCE:
• Management team has a 24 year track record of generating
industry leading returns of 18.1% annualized compared to
–1.0% for the BMO Small Cap/TSXV**
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DIVERSIFICATION THROUGH SMALL CAP:
• AlphaNorth Partners Fund is well diversified across the

resource, technology and life sciences sectors
• One of the best performing asset classes over the long term
which compliments any investment portfolio and greatly
enhances wealth accumulation

UNIQUE ASPECTS:
• Management owns a significant portion of fund assets
• All performance fees are reinvested into the fund
LEVERAGE WITH WARRANTS:
• Participate in numerous private placements to accumulate
warrants for upside leverage
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Investment Strategy
The AlphaNorth Partners Fund Inc. (the “Fund”) is a long-biased, small cap hedge fund which focuses primarily on Canadian companies. The Fund’s
investment objective is to maximize returns over the long term through superior selection of principally Canadian securities. AlphaNorth believes that superior
long term investment returns are achievable by exploiting inefficiencies in the Canadian small cap universe through careful security selection on both a long
and short basis. Fundamental analysis of companies is used in combination with technical analysis techniques, which has proven to be successful, to assist in
the timing of buy/sell decisions. The firm combines both a bottom-up and top-down strategy in the selection of investments offering the best risk/reward
characteristics.

Company Profile
Founded in 2007, AlphaNorth Asset Management’s goal is to achieve superior long term returns for investors. Our value added approach combines the
successful track record and investment experience of Steven Palmer and Joey Javier who have worked together as a team since 1998 managing small cap
portfolios. AlphaNorth manages the AlphaNorth Partners Fund, a long biased small cap focused hedge fund.
Prior to founding AlphaNorth, Steve and Joey managed an award winning small cap equity fund at one of the largest investment firms in North America for 9
years that had an annualized return of 35.8% over their term significantly beating all relevant benchmarks. Founding AlphaNorth Asset Management in 2007,
Steve and Joey launched the AlphaNorth Partner Fund which is a two-time winner for best 3 year return at the Canadian Hedge Fund Awards. The Fund
recently won 2nd place for best one year return at the 2020 Canadian Hedge Fund Awards. Steve Palmer is President and CIO and a Chartered Financial
Analyst (CFA). Joey is the trader and is a Chartered Investment Manager (CIM).
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