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August was a strange month for global  nancial markets
as currencies, credit and pretty much every equity market
outside the United States re ected growing concern over
rising instability in emerging markets. Both Turkey and
Argentina devolved into full blown crises last month with
short term  nancing rates exploding to 20% and 60%
respectively. Turkey continues to insist that they can
dictate their own monetary and  scal policies while also
keeping their currency stable. Regardless of whether they
believe this or not, the Turkish Lira has plummeted over 50% and will continue to drop until
Turkey’s economy adjusts (most likely by a collapse in growth). Argentina is now broken (again) and
is begging for IMF help. Equity markets in China are in bear market territory and currencies and
equity markets in India, the Philippines, Indonesia, Russia and Brazil are not far behind.

Despite anxiety elsewhere, U.S. equity markets continued their run from July climbing 3% in August
to close the month near their all-time highs. Market breadth has remained challenging, with a
relatively small segment of the market accounting for the lion’s share of the year’s gains. A market
joke has been that “the rule of 10” is in play whereby growth stocks trading at a multiple of 10 or
more times sales mostly go higher while value stocks trading at 10 or less times earnings largely go
nowhere or down. The lack of con rmation from credit markets has also been puzzling. Credit
spreads for Investment Grade (IG) bonds were at their best levels when the U.S. equity market
peaked back in January and then widened out as the equity market sold o  in March. Since then
however, equity markets have rallied back to their highs while IG bond spreads have yet to recover
even half of their widened spreads. Maybe equity markets are right and credit markets are slow to
catch up but we think it more likely that markets are simply paying more attention to global
instability while U.S. equity markets remain entirely focused on the growth picture at home.

Closer to home, the TSX lost roughly 1% in August while crude oil prices climbed sharply with WTI
up over 3% from July and Brent crude up over 4%. Despite the continued strong performance of
crude oil prices, stocks of oil producers and service companies continue to lag substantially. Crude
oil prices are up roughly 20% so far this year and yet energy stocks have barely budged (the XEG
energy producers ETF is up less than 3% YTD). With inventories shrinking, supply growth well below
that of demand and the U.S. government set to enact further sanctions on Iran later this year, we
continue to believe the fundamentals supporting higher crude oil prices remain in place. Our
portfolio is well positioned to bene t from improving sentiment toward energy as this thesis plays
out.

Although challenging for fundamentally oriented investors focused on absolute value and
risk/reward tradeo s like ourselves, we also know we are not overpaying for the future cash  ow
stream of our companies and that our overall portfolio construction using market hedging
instruments will drive attractive risk/reward payouts over time. The good news is that our hedging
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costs have remained below normal so far year to date as more active trading has been able to take
advantage of opportunistic pricing levels as we enter and exit positions.

Until next month,

The Enhanced Team

 

COMPOUNDED RETURNS¹

1M YTD 3M 6M 1YR 3YR 5YR INCEPTION

Fund -0.5% -0.9% 0.5% 0.6% 6.8% 1.6% 4.2% 5.9%

Index 1.4% 8.1% 5.2% 8.5% 17.5% 12.4% 14.0% 14.6%

All returns and fund details are a) based on Class/Series F shares/units; b) net of fees; c) annualized if period is

greater than one year; d) as at August 31, 2018; e) inception date for Ninepoint Enhanced Equity Class is

04/16/12.  50% of S&P/TSX Composite TRI; 50% of S&P 500 TRI CAD and is computed by Ninepoint Partners LP

based on available index information.

The Fund is generally exposed to the following risks. See the prospectus of the Fund for a description of these

risks: capital depletion risk (series T and series FT securities only); capital gains risk; class risk; commodity

risk; concentration risk; credit risk; currency risk; cybersecurity risk; derivatives risk; exchange traded

funds risk; foreign investment risk; in ation risk; interest rate risk; market risk; regulatory risk; securities

lending, repurchase and reverse repurchase transactions risk; series risk; short selling risk; tax risk.

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 August 31, 2018 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
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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: RBC Investor & Treasury Services: Tel:

416.955.5885; Toll Free: 1.877.874.0899


