Our Hedge Fund
Experts Speak
Their Minds:

MORE PRINTED
MONEY
MAY MAKE
COMMODITIES
WORTH MORE

SILVERPEPPER
COMMODITY
STRATEGIES GLOBAL
MACRO FUND

4Q 2020

GOOD NEWS:
During the second half of 2020, the SilverPepper Commodity Strategies Global Macro Fund (SPCIX) posted a very
strong 19.09% return. For the full calendar year, the Fund generated a positive 3.95% return, which was more than
700 basis points better than our benchmark, the Bloomberg Commodity Total Return Index, which instead suffered
a loss of -3.12% for the year. As a result, our Fund continues to outperform our Index by more than 400 basis
points, annualized, since its inception on October 31, 2013.

Also, even though we have substantially better performance than our benchmark, we have also had far lower risk.
If you define risk as standard deviation, or total volatility, the Fund has had about 40% less volatility than the index.
Or if your definition of risk is downside volatility (loss of capital), the Fund’s maximum drawdown is 50% lower
than the index. In a day and age when indexing is considered de rigueur, we think generating substantially better
returns — with less risk — makes a solid case for our active management of commodities.

Support
Pillars For
Commodities

As we enter 2021, we see four pillars that should support the upward move
in commodity markets.

#1: Commodities are cheap now.

Relative to most every

other asset class, commodities are cheap. For example, stock valuations
compared to commodity prices are as high as they have been since the 1970s. Same with bonds. Since interest
rates are near zero, commodities face a much smaller headwind if they are to outperform interest-paying bonds.

#2: COVID vaccines should re-boot the economy.

Citizens are happy — maybe for the first

time in their lives — to go to the doctor for a shot! Yes, the COVID vaccines that were developed in Operation Warp
Speed should support a rebound in global growth, potentially as early as the second quarter of 2021.
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Much of the oversupply of specific commodities, which has weighed on
Much of the oversupply of specific commodities, which has weighed on

commodity performance since 2014, has largely evaporated. Consequently, we are moving from the supply or overcommodity performance since 2014, has largely evaporated. Consequently, we are moving from the supply or over-supply
supply of commodities dominating market prices, to a demand-led recovery, that will tug prices higher in the future.
of commodities dominating market prices, to a demand-led recovery, that will likely tug prices higher in the future.
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Washington’s
Reflation Agenda

Let’s talk about inflation, and the impact of
the U.S. dollar, on commodities.

Inflation, generally,

coincides with rising commodity prices. Why? Because inflation
comes from printing more dollar bills. If governments create more

units of money (dollar bills), it usually leads to more dollars chasing one unit of oil (a barrel) or one unit of corn
(a bushel). Therefore, with inflation, the price of that one unit of a commodity will typically rise in tandem with
inflation, holding all other factors equal. So, inflation should be supportive of rising commodity prices.

What drives inflation?

Fiscal and Monetary Policies are the primary tools for jacking up inflation. On the

fiscal side, nearly $5 trillion in recent fiscal stimulus (the CARES Act, et al.) has pushed the money supply (M2)
from $6 trillion, pre-2008, to more than $19 trillion at the close of the 2020. Think of it — in little more than 12
years, we have more than tripled the money supply. That’s a lot of dollars blowing around out there.

And on the monetary side, Fed Chair Jerome Powell has set short-term interest rates at near-zero levels. But,
the Federal Reserve also wants to keep lots of liquidity in the market and keep longer-term rates lower. So, in
2020, the Fed instituted another bond-buying program (also akin to “printing money”). According to the Fed’s
Committee Notes, the Fed will be shelling out $120 billion for bonds each month. That’s $1.44 trillion dollars
per year. For how long? According to the Fed’s notes: “Until substantial further progress has been made toward
the Committee’s maximum employment and price stability goals.” Mind you, the Fed’s definition of price-stability
may be different than most folks’ definition of price-stability. To the Fed and economists, price-stability means
increasing prices at an average of 2% per year. So, for commodities, that means the Fed wants corn to cost 2%
more tomorrow than it does today.

There’s a word that Washington uses to describe its “price stability goals.”

It’s called

“reflation.” What’s the difference between reflation and inflation? Well, inflation is what happens when you print
more money. Inflation devalues each existing dollar. Reflation is more or less the Fed’s goal of gradually restoring
a deflated level of prices to a previous and higher level of prices. In essence, reflation can be described as
“controlled inflation.” Reflation is a cornerstone objective of U.S. policy makers under the Federal Reserve, under
the last several Administrations, and for the foreseeable future under the next Administration. Nonetheless, the
unanswerable question is, once inflation picks up, can it be kept to a controlled 2% per year? That’s why we are
paying keen attention to the Big Picture.
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Our Differentiated
Strategy Is The Lens
Through Which We
Watch Washington

We are the only “commodity strategies global macro”
fund in the mutual-fund marketplace. We believe this
differentiated strategy is an advantage for the Fund.
Why? Because it gives us more avenues to potentially
find cheaper, better, or less volatile ways to take
advantage of changing commodity prices. Although we

are primarily investors in commodities, the Big Picture, “global macro” component of our strategy gives us the
freedom to invest in other assets (currencies, stocks, or bonds) that are tied to commodity prices. As a result,
in the latter half of 2020, we used our global-macro freedom to establish two different trading positions to take
advantage of Washington’s reflation policy.

First,

because of this heavy increase in the money supply, we see a weakening U.S. dollar, the primary currency

in which commodities are priced and traded. So, beginning in the second quarter of 2020, and accelerating to the
year’s second half, we sold the U.S. dollar against both the euro and the yen, which are two of the world’s primary
global-trading currencies. We also sold the dollar against other “commodity currencies,” most notably the Australian
dollar, which is correlated with raw materials, particularly gold. As of the end of 2020, our short U.S. dollar position
was 35% of the portfolio’s exposure. The positions paid off nicely for the Fund, contributing about 18% of the Fund’s
profit for the year. (As a side note, currencies tend to be less volatile than commodities, which helps us tamp
down the volatility of the Fund relative to our Index). The U.S. dollar has fallen against a broad-basket of foreign
currencies from about 97 at the beginning of 2020, to approximately 90 at the end of the year. I see continued
dollar weakness. Indeed, I am not ruling out another downdraft of 30% to 40% in the coming years.

Second, we also played the reflation trade through precious-metal commodities, most notably gold and silver.
Gold, which underpinned the value of the U.S. dollar for nearly the first 200 years of this country’s existence, has
properties of both currencies and commodities. But, in 2020, it served as a safe-haven, hard-asset currency,
whose value would appreciate against paper-based currencies. We actively traded gold throughout the year, with
it ranging between 32% of the portfolio, to having no position whatsoever. At the end of the year, it was about
11% of assets.
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In addition, we have been buyers of silver.

Right now, I like silver a bit better than gold for two

reasons. First, silver has currency properties like gold, but it is a slightly cheaper currency relative to gold on a
historical basis. Second, silver has more sources of demand than does gold. Silver has many industrial uses, from
bonding on computer chips to use in alternative energy applications, such as solar panels. The more numerous,
and growing demand uses for silver versus gold, should better support demand, even if inflation does not re-ignite.
With inflation a concern, gold and silver prices shot up about 26% and 47% respectively in 2020. For the Fund,
both positions were among the portfolio’s top money-makers, and contributed about one-third of the Fund’s
profitability for the year. Moreover, our active management of these precious metals contributed approximately 75
basis points in outperformance relative to our index.

We believe inflation will be a positive factor lifting commodity prices.

However, we do

not believe that inflation is a necessary condition for rising commodity prices in 2021. There are plenty of demand
factors at play as well, also stemming from the policy moves anticipated out of Washington.

Washington-Led
Demand Surge?

With one-party control of both houses of Congress and the
Executive Branch, not much can stand in the way of The
Biden Plan to Build a Modern, Sustainable Infrastructure and
Equitable Clean Energy Future, a $2 to $3 trillion plan.

Well, the good news for commodities investors is, Biden’s policy goals run smack-dab down commodity lane.
Infrastructure — including roads and bridges, green spaces, water systems, electricity grids, and universal
broadband — will create future demand for a number of industrial metals, ranging from copper to nickel.
Additionally, the shift to clean energy will change the supply and demand of commodities in many ways as well,
in both positive and negative ways, making active management and supply and demand analysis, a critical
success factor.
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Can Oil Mix With
Clean Energy?

The stated goal of the Biden plan is to get the U.S. to net-zero
carbon emissions by 2050. Much depends on whether policy or
ideology will drive decarbonization. If it’s policy, the cheapest
way for the U.S. to achieve net-zero emissions is with fossil

fuels continuing to play an important part of our energy provisions. However, if its ideology, the Administration may
not tolerate fossil fuels for long. And, with ESG investors also growing in influence on capital allocation, growth
capital may become dear for oil and gas exploration companies.

When I think about the Biden Plan, or the Paris Climate Accord, it’s hard to
envision growing demand for oil.

In fact, it’s easier to imagine that demand for oil has peaked

at 100 million barrels a day, and the commodity is doomed for death. The movement towards clean energy is
strong, particularly in the developed world. But while the Biden Administration is thinking about the composition
of our energy sources in 2050, I can’t stop thinking about the demand for energy in 2050. It’s going to be bigger
— maybe 30% to 40% larger. Remember that emerging countries consume only about 1/3 of the energy that
developed nations consume. And, they would like to consume more. To make that happen, they may be willing to
accept more pollution in favor of plentiful and cheaper fuel sources. Although 190 nations have joined the Paris
Climate Accord, it is voluntary, and some countries may be willing to walk-back their pledge, if it means satisfying
demand, and growing GDP and the average incomes of their citizens.

From a Big Picture perspective, I have maintained the investment theme “Climate
Change — Clean Energy,” since the Fund’s inception in 2013.

In general, over that period of time, it has

translated into a negative bias to own oil in the portfolio. But that doesn’t mean that the ongoing tug of war between
supply and demand won’t create significant opportunities going forward to be either long or short oil. So, going
forward, active management of the energy sector will be critical. The energy sector accounts currently for about 19%
of the Index, down from about 33% at the beginning of 2020, with crude oil accounting for 11% of the Index weight.

After 2020’s rather tumultuous and fascinating price action in the oil and energy sector, we see relative stability in
prices between $40 and $60, with spikes up and down. OPEC and OPEC+ have been disciplined since their horrific
cat fight on March 7, when the Saudis spiked production to spite Russia, and caused crude oil prices to tank 30%
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in a single trading session. Moreover, investors are demanding U.S. energy producers show discipline and pay down
debt, rather than use capital to drill more holes. Currently, in the near term, we are structuring our position to take
advantage of pent-up, post-COVID demand. Thereafter, we anticipate that oil demand will soften, but that oil will
continue to be an important source of energy. Hence, we will continue to watch supply and demand for long term
trends, and use our “if this happens, then that…” scenario analysis to put in place call or put options that either take
the Fund out of oil, or turn its exposure outright short, if we get price spikes to the downside, or get us long, convex
exposure if prices spike to the upside. This trading posture served us well in 2020. Even though the energy sector
was the worst performing sector of the Fund, our trading helped us outperform our Index by about 550 basis points.

Lots Of
Optimism
In 2021

Fiscal and monetary policy, along with the incoming Administration’s policy objectives,
add up to lots of money being created, and lots of optimism that that money will find its
way to commodities. Therefore, we are structuring the portfolio to reflect our views. As
of December 2020, the Fund’s overall investment exposure was 144% of assets (109%
commodities, 35% currencies), which is our highest level of exposure in recent memory.

Since the worst days of 2020, my team and I, like all Americans lucky enough to have work, have been working
overtime, to make the Fund’s portfolio reflect the short-term volatility and the long-term opportunities we see in
commodities. I just want to thank you for your continued investment in the SilverPepper Commodity Strategies
Global Macro Fund, where we believe we can help you employ commodities, as a hard-asset hedge to some of the
sky-high-priced paper assets in your portfolio.

Thank you for your continued interest in the SilverPepper Commodity Strategies Global Macro Fund.

Respectfully,
Renee Haugerud
Portfolio Manager

More ➤
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Investors should carefully consider the Fund’s investment objectives, risks, charges and expenses.
Please see the prospectus for a complete discussion of the risks of investing in this Fund. To obtain
a prospectus, please call 855-554-5540 or visit silverpepperfunds.com. The prospectus is boring but
should be read carefully before investing.
All investing involves risk including the possible loss of principal. There can be no assurance that the Fund will
achieve its investment objective. The Fund’s specific risks include futures/commodities risk, derivatives risk,
Subsidiary risk, high-fee risk, tax risk, foreign investment risk and non-diversification risk. Futures contracts may
fluctuate significantly and unpredictably over short time periods and commodities are subject to disruptions and
distortions, causing loss of principal. All these risks may increase costs, volatility and lower performance. See
the prospectus for a complete discussion of investing in this Fund.
As of December 31, 2020, notional exposure of futures and/or options in WTI Crude Oil, 4.31%; Brent
Crude Oil, 4.93%; Gold, 10.59% and Silver, 5.36% of the SilverPepper Commodity Strategies Global Macro
Fund’s total net assets. Portfolio holdings are subject to change without notice and are not intended as
recommendations.
IMST Distributors, LLC
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