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The end of June marked not just the half way point in the
current calendar year but also made the current U.S.
economic expansion the longest on record. This
milestone has been reached after a decade long recovery
from the GFC (Global Financial Crisis) of 2008/2009 and
has driven unemployment to record lows and the stock
market to record highs. Despite all the good news,
interest rates have plummeted this year due to concerns
over global growth - principally related to Trump’s Trade
War. Now there seems to be one question on everyone’s mind: are we entering a period marking
the end of this expansion or can the current expansion overcome old age and continue for a few
more years?

How did we get here? The initial tari s and fears over future ones have begun to understandably
impact both trade - particularly in Asia but also Europe – as well as business investment in the U.S.
This has caused economic data and forward forecasts to soften globally through the  rst half of the
year which in turn has pushed yields lower across the curve. The trade con ict overhang and lower
yields have pushed the Federal Reserve into a corner and their bias has switched from raising rates
to neutral to now broadly hinting they are moving to an easing bias. Fed fund futures markets are
pricing in a 25bp cut in their July meeting with at least one more, and probably two, before year
end.

Stocks have reacted by rotating to “sure thing” growth – those companies seen as being secular
growers, largely in tech, and a group that could be called GAAP (Growth At Any Price). The
momentum following strategies have pushed this leadership group to levels of relative value never
seen before. The group now trades at a 25% premium to the premium it normally trades at. Value
stocks, which have been abandoned over the past three years, now trade at a bigger discount to this
leadership group than they did in 1999.

Our view? The Fed will cut 25bps twice this year as “insurance” against a slowing economy and any
potential escalation in the trade war. Trump will keep his trade rhetoric in high gear, periodically
threatening and potentially enacting new tari s over the next year. Blaming foreigners through
trade and immigration were the two key planks of Trump’s 2016 election victory and we expect him
to ratchet up the volume heading into the 2020 election year. We do not expect a recession, either
here in North America or in China. The Chinese have taken close to 90 separate easing actions over
the past year and we expect more to come. With rates lower and no recession, the market can push
higher on better earnings but not much more on valuation. That said, the chances for a correction
scare similar to Q4 of last year are also elevated and could be triggered by more US/China trade
con ict, the US/Iran stando  or even the long forgotten “hard exit” option for Brexit.

We continue to own names with high free cash  ow yields, excellent capital return programs
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(dividends, buybacks or both) and low valuations. Our largest positions at quarter end were Parex
Resources (PXT), Brook eld Infrastructure Partners (BIP-U), Bank of America (BAC), Citigroup (C),
Intercontinental Exchange (ICE) and Brook eld Property Partners (BPY-U).

Our hedging book is in place with puts starting just below 2900 on the S&P 500 down through
2800. We also continue to maintain our hedge on the Canadian/U.S. dollar exchange rate. The
Canadian dollar rallied 3% in June as markets repriced their expectations for rate cuts by the U.S.
Federal Reserve (Fed). Chart 1 highlights the strong relationship between short term rate
di erentials in the U.S. and Canada and the value of the Canadian Dollar. As U.S. 2-year rates have
moved lower relative to Canadian 2-year rates, re ecting the anticipated Fed rate cuts, the Canadian
dollar has strengthened. Rates markets are now pricing in almost 3 rate cuts by the U.S. Federal
Reserve over the 6 to 8 month timeframe and e ectively no rate cuts by the Bank of Canada (BOC).
This would appear to us to be a slightly optimistic scenario. We think either the Fed will only cut
rates 2 times or that the BOC may end up leaning a bit more dovish in future statements. We
therefore expect Canadian dollar gains to moderate going forward. We continue to maintain our
hedged position but would consider adjusting it on further strength in Canadian dollar.

Chart 1: Canadian Dollar vs. US Dollar (USDCAD) and rates predicted value (2yr US Rate – 2yr CAD
rate)

Ninepoint Partners, Bloomberg LP

Until next month,

The Enhanced Team.

 

 

 



 

NINEPOINT ENHANCED BALANCED FUND - COMPOUNDED RETURNS¹

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

Fund 0.6% 4.6% 0.3% 4.6% -5.1% 1.4% 1.1% 3.5%

NINEPOINT ENHANCED EQUITY CLASS - COMPOUNDED RETURNS¹

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

Fund 0.8% 7.3% -1.1% 7.3% -10.6% 0.0% 0.1% 3.6%

Index 3.0% 14.9% 2.3% 14.9% 6.9% 11.5% 10.1% 13.3%

NINEPOINT ENHANCED LONG SHORT EQUITY FUND L.P. - COMPOUNDED RETURNS¹

1M YTD 3M 6M 1YR 3YR 5YR 10YR INCEPTION

Fund 1.0% 3.7% 0.3% 3.7% -7.8% 1.0% -1.1% 1.5% 1.9%

Index 3.0% 14.9% 2.3% 14.9% 6.9% 11.5% 10.1% 12.1% 8.1%

NINEPOINT ENHANCED LONG SHORT EQUITY RSP FUND - COMPOUNDED RETURNS¹

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

Fund 0.9% 3.1% 0.0% 3.1% -9.0% 0.0% -1.7% 0.8%

Index 3.0% 14.9% 2.3% 14.9% 6.9% 11.5% 10.1% 11.9%

NINEPOINT ENHANCED US EQUITY CLASS - COMPOUNDED RETURNS¹

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

Fund 2.0% 7.7% 1.3% 7.7% -0.5% 3.9% 1.4%

Index 7.0% 18.5% 4.3% 18.5% 10.4% 14.2% 11.2%

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 June 28, 2019; e) inception date for Ninepoint Enhanced Equity Class is
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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 June 28, 2019 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


