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July was once again another quiet month for equities and
volatility, a trend that not even earnings season could
meaningfully change. While earnings season saw broad
based strength across sectors, with 5.5% revenue growth,
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10% EPS growth and 4.5% earnings surprises amongst
S&P 500 companies, stocks generally traded lower on
these results (Figure 1). In fact many sectors that delivered
the largest positive surprises on the EPS line during the quarter incurred the worst single day
performance on the back of those results. This generally supports our narrative that much was
“priced in” with “good” being “not good enough” at current valuations. We also note that despite
economic data being quite stable, economic surprises decelerated into the summer and only
recently started to improve. Figure 2 highlights the drop since March in economic surprises as well
as the positive correlation between YOY momentum in equities and broad economic surprises.
Although the data has been weak over the past few months, economic surprise indices do show
some seasonality. It’s not atypical to see economic surprises accelerate into the fall as Figure 3
depicts. We see this potential for modest upside surprises on U.S. economic data as a potential
upside catalyst to stocks near-term though we doubt that positive estimate revisions for stocks are
likely to occur from current levels, a second important factor we think is needed to get signi cant
upside from here for North American equities.
On the political front, market hopes for a substantial tax reform package this year are losing steam
quickly as the Trump administration lurches from one self-in icted crisis to the next. At this point,
there appears to be very little upside for any member of Congress, including Republicans, to be seen
as working closely with Trump. O cially, the White House is still talking about launching a new tax
bill this fall with a goal of passing it by November but our view is that the rst quarter of next year is
the best case – and that is assuming no further political blundering by Trump, which, let’s face it,
feels like a pipe dream.
In the Enhanced funds earnings for our companies were largely in line with our expectations.
Frustratingly, our most expensive valued holdings continue to be our best performing stocks, while
our cheapest (theoretically most compelling) portfolio positions continue to underperform. We are
aware that “cheap” does not always mean a stock will outperform, at least not in the near or even
medium term. That said, the momentum nature of leadership over the past eighteen months has
been di cult for our style which is heavily focused on downside risk and risk adjusted returns.
Accordingly, we are focused on weeding out “cheap” holdings without visible near term catalysts and
using options to reduce downside on our best performing, more expensive positions.
On the downside protection front, we recently moved to increase the convexity (convexity is a
measure of how quickly our portfolio protection increases in value as markets fall) of our index put
protection book and lowered our projected downside capture for the enhanced funds. This was done
at a relatively low cost as we covered (bought back) the bottom strike of a put spread we had

entered into several months ago anticipating that markets would likely o er a poor risk/reward
coming into and after Q2 earnings for the reasons we’ve discussed in past commentaries. While we
like the prospects for long-term earnings growth in our holdings, many of the concerns about the
market environment and low volatility will undoubtedly impact these companies. We feel that in this
environment it’s much more cost e ective to hedge a portfolio with broad index hedges vs.
individual stocks given the events that “could” derail the current bull market are likely to broadly
impact all equities. Volatility to us seems like a reasonable bet at this juncture and we’ve increased
our exposure this month in a very cost-e ective fashion.
Until next month,
The Enhanced Strategy Team:

John, Colin and Etienne

1

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 July 31, 2017; e) inception date for Ninepoint Enhanced Equity Class is
04/16/12. The index for the Ninepoint Enhanced Equity Class; Ninepoint Enhanced Long Short; and Ninepoint
Enhanced Long Short RSP is 50% TSX & 50% S&P 500 (CAD) Blended Index and is computed by Ninepoint Partners
LP based on publicly available index information. The index for the Ninepoint Enhanced US Equity Class is S&P
500 TR USD and is computed by Ninepoint Partners LP based on publicly available index information.
The risks associated with investing in a Fund depend on the securities and assets in which the Fund 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 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 July 31, 2017 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

