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Macro
The covid-19 pandemic continued to dominate the
narrative throughout the month of April. Thankfully, the
growth rate of new cases peaked late March and has
continued to decline, sitting at about 2% at the beginning
of May (Figure 1). Europe now seems to be past the worst
and many countries are starting to relax some of the
harshest social distancing measures. In the U.S., the daily
number of new cases has stabilized, but remains
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elevated. Emerging markets, particularly in Africa and Latin America, are starting to see large
increases in cases. Brazil has been hit particularly hard, thanks to an inadequate government
response.
Overall, it feels like the rst wave of Covid-19 infections is past its peak and the focus of policy
makers around the G7 is now on how, when and at what pace they should reopen their respective
economies. It will likely be a slow process and progress in di erent phases. As this happens, the
main concern by the authorities and individuals is whether or not there will be a second wave of
infections once countries start relaxing stay-at-home orders.

From the information we gathered, listening to various experts and policy makers, three things
need to happen before we can go back to the “old normal”:

1. access to broad and rapid testing technology to be able quickly isolate new cases and know
who has immunity,
2. an e cient way to treat the disease, so that hospitals discharge patients quicker and reduce
the load on the health care system
3. a vaccine, so that vulnerable populations can be immunized and that over time, we can
achieve herd immunity (i.e. enough of the overall population has antibodies and does not
contract/spread the disease).
There is no stopping human ingenuity, particularly in di cult times. Testing is improving both in
quality and quantity. Some drugs, such as Gilead’s Remdesivir, have been shown to reduce the
duration of the disease in severe cases and other drugs are in development or various stages of
testing. As for a vaccine, several reputable companies have announced phase 1 trials and are
hopeful that approval and production can be achieved by year end or early 2021.
Unfortunately, until there’s a vaccine social distancing measures will continue and the best we can
hope for is a partial reopen of the economy. This is why we do not think that this recession and
subsequent recovery will be as fast (i.e. V-shaped) as market participants seem to think it will. As
we’ve shown in the chart (Figure 2), the trajectory of this recession is on track to be potentially
worse in depth and duration than the Great Financial Crisis. The US unemployment rate for April is
at a staggering 14%; over 20 million people have lost their jobs. Yes, over time, some of this will
reverse itself as the economy partially reopens, but what about the rest of the businesses and
workers that might have to wait for 2021 for things to go back to “normal”? Furthermore, there will
likely be permanent or at least very persistent changes in consumer and business behaviour
resulting from the very unusual times we are going through. For example, several airline CEOs have
been on the record predicting that it could take three to ve years before ight volumes come back
to normal. And that’s just the start.

This implies that the recovery phase of this recession will be long and shallow, which seems
inconsistent with the way risk assets have recently performed. Using US equities as a proxy for

growth expectations, we see that the market is willing to assign a 2021 price to earnings multiple of
about 17.5 times, the same as it was in December 2018 (after the big US tax cuts) and December
2019 (when expectations were for double digit earnings growth) (Figure 3).
Either we are wrong on the recession and the growth path forward for the economy (i.e. it will
rebound really quickly), or risk assets are grossly mispriced here.

Credit
Since the Fed and the BoC announced their corporate bond buying facilities, liquidity conditions in
credit markets have normalized quite rapidly. Spreads are tighter than they were in March,
re ecting that the uncertainty about the economic environment has eased somewhat, panic selling
has subsided, dealers are once again making (reasonable) markets and new issue activity has
rebounded. Interesting to note: neither the Fed nor the BoC have actually bought any corporate
bonds to date, and so far, the knowledge of a potential backstop has been enough to calm markets.
The new issue market has been extremely active in April, particularly in the US, where massive
multi-tranche deals were almost a daily occurrence. Corporations have been keen to raise liquidity
for what they see as very challenging times ahead. Investors have looked past the economic
hardship and met this issuance with gusto; deals have been several times oversubscribed, even with
thin new issue concessions.
We have been very active, but selective, in the new issue market, buying what we think makes sense
from a portfolio diversi cation perspective and where we thought things were particularly cheap.
Given the large amount of maturities both funds have over the next 12 months and client in ows,
we have had a lot of cash to put to work.
Still, after the rally in credit and equities since the March lows, it feels like we have come too far too
fast. As discussed earlier, at this current juncture, there seems to be more downside than upside to
equities, and another leg down could put pressure on credit. Therefore, we are in no rush to deploy
all our excess liquidity, preferring a more progressive and measured approach.

Diversi ed Bond Fund (DBF)
The DB fund continues to perform according to expectations, returning 1.4% in April, mostly driven

by the normalization in credit mentioned above. We did not make any signi cant changes to the
overall portfolio characteristics in April. On the margin, new positions in IG had longer duration
than the maturities they were replacing, taking the fund’s duration up to 4 years. Naturally, as we
recycle maturing bonds into new issues, the portfolio’s duration drifts upwards. Later in the cycle
we’ll start disposing of our government bonds, which should stabilize duration in the 3 to 4 years
range. The increase in our cash position re ects client in ows, which will be deployed as
opportunities present themselves.

Credit Income Opportunities Fund (Credit Opps)
After a challenging March, the Credit Opps bounced back in April, returning 2.78%. The
normalization in credit conditions mentioned above was the primary driver of last month’s returns.
Above the surface, the overall characteristics of the fund have not changed materially. However, we
have been quite active in the past few weeks, recycling capital into new investment grade credit
opportunities, particularly in the US market. We also modi ed our HYG hedge quite a bit during the
month; after the Fed announced that fallen angels would be eligible for their corporate bond
buying program, HYG rallied by more than 8% in a single day. This was clearly an overreaction. We
took advantage of this to monetize the call options we had bought as part of our short position.
Subsequent to that, HY has continued to sell o and retraced more than half of the Fed induced
pop. Consistent with our view that HY will remain challenged, we are maintaining our hedge,
preferring to invest in higher rated securities.

Conclusion
This year will continue to be volatile, presenting us with both challenges and opportunities. We
believe that our performance over the past few years has demonstrated our ability to anticipate
challenges and capitalize on opportunities. We remain con dent in our ability to do so in the future.
We wish our clients and their families good health and the best of luck navigating these unique
conditions.
Until next month,
The Bond Team: Mark, Etienne and Chris
Ninepoint Partners

NINEPOINT DIVERSIFIED BOND CLASS - COMPOUNDED RETURNS¹
AS OF APRIL 30, 2020 (SERIES F NPP221)

Fund

1M

YTD

3M

6M

1YR

3YR

5YR

INCEPTION

1.4%

1.6%

0.3%

1.0%

3.5%

2.5%

3.2%

4.5%

NINEPOINT DIVERSIFIED BOND FUND - COMPOUNDED RETURNS¹
AS OF APRIL 30, 2020 (SERIES F NPP118)

Fund

1M
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3M
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INCEPTION

1.4%

1.7%

0.4%

1.1%

3.6%

2.7%

3.4%

4.4%

NINEPOINT CREDIT INCOME OPPORTUNITIES FUND - COMPOUNDED RETURNS¹
AS OF APRIL 30, 2020 (SERIES F NPP507)

Fund

1

1M
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3M

6M

1YR
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2.8%

-3.2%

-3.7%

-2.6%

-1.0%

1.4%

3.0%

All Ninepoint Diversi ed Bond Fund/Class returns and fund details are a) based on Series F units; b) net of fees;

c) annualized if period is greater than one year; d) as at April 30, 2020 1 All Ninepoint Credit Income Opportunities
Fund returns and fund details are a) based on Class A units (closed to subscriptions); b) net of fees; c) annualized
if period is greater than one year; d) as at April 30, 2020.
The Risks associated worth investing in a Fund depend on the securities and assets in which the Funds
invests, based upon the Fund's particular objectives. There is no assurance that any Fund will achieve its
investment objective, and its net asset value, yield and investment return will uctuate from time to time
with market conditions. There is no guarantee that the full amount of your original investment in a Fund will
be returned to you. The Funds are not insured by the Canada Deposit Insurance Corporation or any other
government deposit insurer. Please read a Fund's prospectus or o ering memorandum before investing.
Ninepoint Credit Income Opportunities Fund is o ered on a private placement basis pursuant to an o ering
memorandum and are only available to investors who meet certain eligibility or minimum purchase amount
requirements under applicable securities legislation. The o ering memorandum contains important information
about the Funds, including their investment objective and strategies, purchase options, applicable management
fees, performance fees, other charges and expenses, and should be read carefully before investing in the Funds.
Performance data represents past performance of the Fund and is not indicative of future performance. Data
based on performance history of less than ve years may not give prospective investors enough information to
base investment decisions on. Please contact your own personal advisor on your particular circumstance. This
communication does not constitute an o er to sell or solicitation to purchase securities of the Fund.
Ninepoint Partners LP is the investment manager to the Ninepoint Funds (collectively, the “Funds”). Commissions,
trailing commissions, management fees, performance fees (if any), other charges and expenses all may be

associated with mutual fund investments. Please read the prospectus carefully before investing. The indicated
rate of return for series F units of the Fund for the period ended April 30, 2020 is based on the historical annual
compounded total return including changes in unit value and reinvestment of all distributions and does not take
into account sales, redemption, distribution or optional charges or income taxes payable by any unitholder that
would have reduced returns. Mutual funds are not guaranteed, their values change frequently and past
performance may not be repeated. The information contained herein does not constitute an o er or solicitation
by anyone in the United States or in any other jurisdiction in which such an o er or solicitation is not authorized
or to any person to whom it is unlawful to make such an o er or solicitation. Prospective investors who are not
resident in Canada should contact their nancial advisor to determine whether securities of the Fund may be
lawfully sold in their jurisdiction.
The opinions, estimates and projections (“information”) contained within this report are solely those of Ninepoint
Partners LP and are subject to change without notice. Ninepoint Partners makes every e ort to ensure that the
information has been derived from sources believed to be reliable and accurate. However, Ninepoint Partners
assumes no responsibility for any losses or damages, whether direct or indirect, which arise out of the use of this
information. Ninepoint Partners is not under any obligation to update or keep current the information contained
herein. The information should not be regarded by recipients as a substitute for the exercise of their own
judgment. Please contact your own personal advisor on your particular circumstances. Views expressed regarding
a particular company, security, industry or market sector should not be considered an indication of trading intent
of any investment funds managed by Ninepoint Partners LP. Any reference to a particular company is for
illustrative purposes only and should not to be considered as investment advice or a recommendation to buy or
sell nor should it be considered as an indication of how the portfolio of any investment fund managed by
Ninepoint Partners LP is or will be invested. Ninepoint Partners LP and/or its a liates may collectively bene cially
own/control 1% or more of any class of the equity securities of the issuers mentioned in this report. Ninepoint
Partners LP and/or its a

liates may hold short position in any class of the equity securities of the issuers

mentioned in this report. During the preceding 12 months, Ninepoint Partners LP and/or its a liates may have
received remuneration other than normal course investment advisory or trade execution services from the
issuers mentioned in this report.
Ninepoint Partners LP: Toll Free: 1.866.299.9906. DEALER SERVICES: CIBC Mellon GSSC Record Keeping Services:
Toll Free: 1.877.358.0540

