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The S&P/TSX fell 6.3% as Healthcare (-18%), Energy (-9%),
and Information Technology (-8%) led the market lower
while Consumer Staples (-1%), Telecoms (-2%) and
Utilities (-3%) gave up less than the market. Of these six
sectors, the concentrated portfolio only has investment in
the energy sector, along with four other sectors.

Our portfolio underperformed as the gains from security selection in Financials and our sector
underweight in Healthcare (based on our lack of  nding any value names in the sector), were more
than o set by losses from security selection in Energy and Materials.

In Financials, Element Fleet Management (+17%) added value. Re-invigorated with a new
independent Board and new executive leadership, Element Fleet unveiled a comprehensive
strategic roadmap to stabilise the business and bolster its foundation for sustainable future growth.
As a result, the stock increased to the ~$8 level – far o  the $4 lows in March when they announced
a write-o  in their JV truck leasing business and a leadership change. Having added to our position
during the decline, we believed the underlying value was not impaired. Given the strength of the
stock, we exited during the month.

The Healthcare sector underperformed the market by ~12%; our zero weight added value. Having
garnered signi cant gains over the past few quarters, the cannabis stocks declined as the
legalization date came and went. Despite the declines, the three listed names still command a 1.1%
index weight and remain extremely volatile. As a bottom-up value investor, we  nd the valuations
extremely di cult to justify given the low barriers to entry and unknown pro t metrics.

In Energy, Trican Well Service (-22%) and Crescent Point Energy (-24%) both detracted value as they
fell with Canadian oil prices (light and heavy), as di erentials to WTI widened to record levels. Trican
is experiencing a di cult operating environment (lower than expected utilization and competitive,
low pricing), as customers decrease activity to re ect lower cash  ows. Trican has low debt and
trades at a substantial discount to book and replacement value, which we expect to be realized once
di erentials normalize. Crescent Point has struggled due to recent light oil price weakness,
especially as it attempts to restructure and improve returns. We believe signi cant value exists and
will materialize as the energy sector recovers.

In Materials, Sherritt International (-29%) and Lundin Mining (-21%) detracted value. Sherritt, which
bene ted earlier in the year on improved nickel and cobalt price outlook (a by-product in their
operations with both metals used in electric vehicle batteries), pulled back as nickel prices declined.
We believe Sherritt has strong longer term upside potential on improvements in the nickel supply
environment (LME inventory levels are down 40% YTD). While Lundin reported decent Q3 results,
like others in the base metal space, they were negatively impacted by weaker copper prices (-4% in
the month) and concerns about a global economic slowdown. Trading at 12X forward price/earnings
multiple, 5X forward price/cash- ow and at 0.8X price/book value per share, Lundin is a very



attractive portfolio holding for direct copper exposure and represents almost 50% upside from
current levels, whereas Sherritt could be a double, if not a triple, as it trades at a mere 0.2x BV.

With central bank policy rates increasing in both the U.S. and Canada, we are in a tightening phase
as North American economies continue to expand. Rising rates along with some early Q3 results
that did not meet aggressive expectations have caused markets to sell o  in the last few weeks, with
a cheaper market like Canada not being spared from the negative sentiment. Based on our
fundamental bottom-up value investment approach, our portfolio of 21 selective names, remains
completely out of some of the expensive stocks in the market (cannabis shares, Shopify &
Constellation Software) and not invested in expensive stocks that are sensitive to rising interest
rates (some of the REIT’s & Utilities). However, we are invested in a number of very attractively
priced companies in  nancials (banks), energy (services and producers), airlines and materials.

With Regards,

Robert Dionne

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

 

 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 October 31, 2018; 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 October 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
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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


