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The outbreak of the Covid19 virus rattled equity markets
as slower global growth concerns weighed on stocks -
over 6 days global equity markets lost US$6 trillion. In
such a market the general reaction is to sell as no one
really knows how deep or how long the slow down will
last. Good companies however, with the appropriate
levels of debt, will recover once the crisis is better
understood or passes. Not panicking should prove to be pro table. With the month end sell-o , the
S&P/TSX fell 5.9% with all sectors in the “red”. Healthcare (-17%), Materials (-8%) and Consumer
Discretionary (-7%) led the decline while Information Technology (-3%), Utilities (-3%) and Real
Estate (-3%) fell less than the market.

Despite security selection gains in Financials and Industrials along with sector underweight gains
from no positions in Healthcare (cannabis stocks remain unattractive), security selection losses in
Energy, Materials and Consumer Discretionary caused our portfolio to detract value in the month.

In Financials, our position in Element Fleet Management (-1%) and no positions in either Bank of
Montreal (-10%) nor Manulife (-11%) contributed. Element Fleet reported strong Q4 results in its
core business and took a $194mln charge on the 19th Capital JV,  nally putting a problematic
investment behind it.
Excellent execution on their cost cutting plan provides visibility for operating leverage driven
earnings and free cash  ow growth through 2020 - we remain overweight the name. Bank of
Montreal, along with all the banks, reported Q1 results. While generally the results were strong,
Bank of Montreal (do not own) declined as they announced  at ROE’s (at 13.5%) and higher credit
provisions losses in their business banking loan book. Manulife was weak on concerns that the
virus in Asia will impact their business. We continue to prefer CIBC, TD, Bank of Nova Scotia and
Royal Bank.

In the Industrials, Transcontinental (+4%) outperformed as they reported Q1 results. Their
packaging operations announced improved margins and they expect ongoing improvements
throughout 2020 (synergy and e ciency gains). They used the proceeds of the sale of paper
packaging business to reduce debt. We continue to  nd Transcontinental attractive at these levels.

The Healthcare sector underperformed the market by ~10% (adding value) as the cannabis
companies continued to face challenges. We are avoiding these companies, along with the rest of
the Healthcare sector, given the extreme valuations.

In Energy, Ovintiv Inc. (-25%), Crescent Point Energy (-16%) and Cenovus Energy (-14%) all
underperformed. While all three companies fell on the back of declines in oil prices (WTI -13% to
US$44.76/bbl), Ovintiv (old Encana) was particularly weak. Despite Ovintiv announcing results mid-
month with better postacquisition cost savings, higher free cash  ow (reduced debt), and an in line
2020 budget, there is continued selling by investors given their change of domicile to the U.S.
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Assuming a normalized oil price of $60, all three companies are discounted based on their cash
netbacks and free cash  ow generation and trade at under 4X forward cash  ow per share for
Cenovus and 1X forward cash  ow per share for Crescent Point and Ovintiv.

In Materials, Teck Resources (-21%) and Hudbay Minerals (-19%) underperformed. Both companies
were weak due to the underlying weakness in commodity prices plus concerns about a broad
economic slowdown caused by the ongoing Covid19 virus. We remain of the view that both stocks
are very attractive as each company operates at the lower end of their respective industry cost
curves and the valuations appear inexpensive.

In Consumer Discretionary Linamar (-15%) declined on concerns of an economic slowdown as a
result of the Covid19 virus. While the supply-chain impact from Covid19 on auto sales remains
unknown, Linamar is trading at price-to-book valuation levels comparable to 2008-2009 levels and
we remain comfortable with our overweight position.

Looking back to the 1930’s at performance during past market shocks for the S&P500, if an investor
was out of the market for the best 10 days in each decade, their returns would have been a mere
91% versus 14,962% overall. While painful, all 10+% corrections have occurred, on average, once
per year since 1930.

Thus our rationale for not trying to time markets. Instead, we focus on our fundamental bottom-up
analysis of earnings, cash  ow and book value, investing in companies that trade at a discount to
their intrinsic worth (knowing that market fundamentals will reassert themselves at some point).
No one knows where this is going to end, but we do know that it will end at some point and we are
well positioned in companies that will bene t from an inevitable recovery.

With Regards,

Ratul Kapur

Vice President & Portfolio Manager
Scheer, Rowlett & Associates Investment Management Ltd

 



NINEPOINT CONCENTRATED CANADIAN EQUITY FUND - COMPOUNDED RETURNS¹ 
AS OF FEBRUARY 29, 2020 (SERIES F NPP152)

1M YTD 3M 6M 1YR INCEPTION

Fund -8.0% -11.8% -8.1% -1.0% -1.7% -3.7%

Index -5.9% -4.3% -3.8% 0.4% 4.9% 6.6%

 All 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 February 28, 2020; e) since inception (March 29,2018). The index is 100% S&P/TSX composite

Index and is computed by Ninepoint Partners LP based on publicly available index information.

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

risks: ADR risk; Concentration risk; Credit risk; Currency risk; Cybersecurity risk; Foreign investment risk;

In ation risk; Liquidity risk; Market risk; Regulatory risk; Securities lending, repurchase and reverse

repurchase transactions risk; Series risk; Small company risk; Speci c issuer risk; Sub-adviser 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 February 28, 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 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 Funds 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
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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


