
Investment Team

Jeff Sayer, CFA
Vice President, Portfolio
Manager

Ninepoint Focused Global
Dividend Class
October 2019 Commentary

Year-to-date to October 31, the Ninepoint Focused Global
Dividend Class generated a total return of 15.40%
compared to the S&P Global 1200 Index, which generated
a total return of 16.29%. For the month, the Fund
generated a total return of -0.94% while the Index
generated a total return of 1.90%.

The investment themes prevalent in September carried on through October, driven by the same
factors that we have discussed in our prior monthly commentary. Consensus longs linked to
momentum factors underperformed consensus shorts linked to value factors by a wide margin.
Using the respective S&P indexes as proxies, the S&P Momentum Index generated a total return of
-0.12% while the S&P 500 Value Index generated a total return of 2.65% in October. The disparity is
even more dramatic over the past three months, as the S&P Momentum Index generated a total
return of -0.22% while the S&P 500 Value Index generated a total return of 3.73%. Despite the
challenging environment, our investment process is now clearly picking up individual investment
candidates that are diversi ed between growth or momentum factors and value or cyclical factors,
so we have actively rebalanced our portfolios.

The regime change, whether or not it persists into 2020, was driven by two key factors. First,
continued progress toward de-escalating the US-China trade war has gone a long way in terms of
improving investor con dence. Markets celebrated the announcement, on October 11, of
preliminary details of a “phase one” trade deal, that included a delay in the proposed tari  increases
in exchange for certain intellectual-property rights, access to  nancial services and agricultural
purchases. Second, central banks around the world continued to ease monetary conditions. In a
widely anticipated move, on October 30, the US Fed cut interest rates by 25 bps for the third time
this year, reducing the overnight rate by a total of 75 bps since this mini-easing cycle began.

The e ects of these two factors, in addition to simply the passing of time as investors work through
what still appears to be a mid-cycle correction, can be seen in the rebound of the US 10-year bond
yield (from a low of 1.43% in early September to just over 1.90% recently), the steepening of the 2-
year/10-year yield curve (from -4 bps in late-August to 16.5 bps by the end of October) and the
stabilization of certain economic data points. In fact, some early economic releases for October have
indicated positive trends, with the US  ash manufacturing PMI improving (to 51.5 from 51.1 in
September), the Eurozone  ash manufacturing PMI stabilizing ( at at 45.7 relative to September)
and the China Caixin manufacturing PMI improving (to 51.7 from 51.4 in September).

Despite the volatility caused by the uncertain macroeconomic environment, we will continue to
follow our investment process (both on the buy side and the sell side of trades), construct a
concentrated but diversi ed portfolio and watch the incoming data extremely closely for any signs
of weakness. However, we believe that postponing the previously announced tari  increases should
be enough to avoid the worst-case scenario, an economic downturn culminating in a recession.
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Further, for Trump to win re-election next November, he must ensure a reasonably  rm domestic
economy driven by strong consumer con dence, solid employment  gures and a recovery in the
manufacturing sector. If this scenario continues to play out, the broad markets should be able to
gain ground through the balance of the year.

Top contributors to the year-to-date performance of the Ninepoint Focused Global Dividend Class
by sector included Information Technology (+470bps), Industrials (+352 bps) and Communication
(+202 bps) while only the Energy sector had a negative contribution on an absolute basis. On a
relative basis, positive return contributions from the Industrials, Real Estate, Communication,
Utilities and Information Technology sectors more than o set negative contributions from the
Financials, Consumer Discretionary, Consumer Staples, Health Care, Energy and Materials sectors.
Note that the underperformance in the Materials sector was primarily due to a sector allocation
decision as opposed to individual stock picks.

We are currently slightly overweight the Information Technology, Financials, Industrials, Energy,
Health Care and Real Estate sectors, while slightly underweight the Consumer Staples, Utilities,
Communication, Materials and Consumer Discretionary sectors. After the market whipsaw over the
past few months, we have reduced the impact of sector allocation decisions on the portfolio while
we await clarity on interest rate policy, trade negotiations and economic growth.



At the stock speci c level, top contributors to the year-to-date performance included Microsoft
(+205 bps), Mastercard (+187 bps) and Brook eld Asset Management (+130 bps). Top detractors
year-to-date included Citigroup (-67 bps), Anthem (-56) and Chevron (-54 bps).
In October, our top performing investments included FMC Corporation (+25 bps), TJX (+19 bps) and
Raytheon (+15 bps) while McDonalds (-30 bps), Constellation Brands (-30 bps) and ONEOK (-19 bps)
underperformed.

We have been underweight the Materials sector for several years now, which has served us
reasonably well. However, with the onset of the rotation to sectors and stocks more traditionally
associated with value or cyclical factors we have been digging around for some investment ideas in
the sector. Several potential candidates have appeared on our screens, but we are unwilling to
allocate capital to pure commodity plays at this point. But after completing our work on FMC
Corporation (FMC), we felt con dent in building a position in the portfolio.

FMC Corporation, classi ed as a diversi ed chemicals manufacturer, is really an agricultural sciences
company that provides crop protection solutions (including insecticides, herbicides and fungicides)
to growers around the world. The Company is well-positioned to bene t from the mega-trends of
population growth, rising demand for food (including the plant-based protein craze) and fewer
arable acres per capita, which all drive the quest for improved crop yield. With the acquisition of
DuPont’s Crop Protection business on November 1, 2017 and the distribution of all the Company’s
lithium business (now known as Livent Corporation) to shareholders on March 1, 2019, FMC has a
strong enough product portfolio and pipeline to become the industry leader in crop protection.

At the Company’s 2018 investor day, management articulated their optimistic  ve-year plan for
shareholders. Essentially, by spending approximately $1.8 billion of capital over the next  ve years,
FMC is looking to grow revenue at a 5% to 7% CAGR to between $5.5 and $6.0 billion by 2023 and



grow EBITDA at a 7% to 9% CAGR to between $1.5 and $1.7 billion (implying approximately 300 bps
of margin expansion over the period). Based on management’s projections, the free cash  ow
conversion rate doubles, FCF as a percentage of net income grows from 35% to 70% and EPS growth
outpaces EBITDA growth as cash is deployed to reduce the number of shares outstanding.

The release of the Company’s Q3 2019  nancial results validated management’s strategic plan thus
far, with revenue growth of 10%, adjusted EBITDA growth of 18% and adjusted EPS growth of 32%,
beating consensus expectations by a wide margin. As seasonal payables are collected, free cash  ow
is expected to total more than $500 million in Q4 2019, with almost $400 million earmarked for
share repurchases. Although the shares rallied nicely after the release of the  nancial results, with
the stock currently trading well below prior peak multiples and at more than a two multiple-point
discount to the market (based on consensus EPS), we expect continued strength through year end.

The Ninepoint Focused Global Dividend Class was concentrated in 30 positions as at October 31,
2019 with the top 10 holdings accounting for approximately 33.8% of the fund. Over the prior  scal
year, 26 out of our 30 holdings have announced a dividend increase, with an average hike of 16.9%.
We will continue to apply a disciplined investment process, balancing various quality and valuation
metrics, in an e ort to generate solid risk-adjusted returns.

Je rey Sayer, CFA

NINEPOINT FOCUSED GLOBAL DIVIDEND CLASS - COMPOUNDED RETURNS¹

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

Fund -0.9% 15.4% 0.1% 1.0% 10.0% 9.7% 6.8%

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

one year; d) as at October 31, 2019; e) 2015 annual returns are from 11/25/15 to 12/31/15. 

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

risks: ADR risk; Capital depletion risk; Capital gains risk; Class risk; Credit risk; Currency risk; Cybersecurity

risk; Derivatives risk; Exchange traded funds risk; Foreign investment risk; In ation risk; Interest rate risk;

Liquidity risk; Market risk; Securities lending, repurchase and reverse repurchase transactions risk; Series

risk; Short selling risk; Speci c issuer 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), and other expenses all may be associated with

investing in the Funds. Please read the prospectus carefully before investing. The indicated rate of return for

series F shares of the Fund for the period ended October 31, 2019 is based on the historical annual compounded

total return including changes in share 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.
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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.

The information provided is general in nature and is provided with the understanding that it may not be relied

upon as, nor considered to be, the rendering or tax, legal, accounting or professional advice. Readers should

consult with their own accountants and/or lawyers for advice on the speci c circumstances before taking any

action.

Ninepoint Partners LP: Toll Free: 1.866.299.9906. DEALER SERVICES: CIBC Mellon GSSC Record Keeping Services:

Toll Free: 1.877.358.0540


