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Ninepoint Silver Equities Class Fund ended the month of
August down 4.31% while the MSCI Silver Select Index
declined 2.63%. September saw the US 10-year yields
move convincingly past the 3% level. With this move, the
30-year bull market in bonds is likely behind us. The
implications of higher yields will take months, if not years,
for investors to digest.

Source: Bloomberg

Higher yields lead to lower bond prices. As yields rise, bond portfolios, especially those portfolios
with higher duration, rapidly lose value. Higher yields also lead to higher discount rates when
valuing equities. The most commonly used valuation tool used by equity analysts is the Discounted
Cash Flow model. This method utilizes a discount factor, which is derived using the prevailing risk-
free rate, which is usually the 10-year yield. Therefore, as yields rise, the discount factor rises along
with it, which in turn leads to lower implied valuations of all equities. With P/E ratios near record
highs, along with the price of the S&P 500, one has to worry about the impact of higher yields on not
just the bond portfolios, but also on broader equities. As yields rise, valuations multiples will have to
compress.
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There is one key takeaway for our readers. As yields rise, a traditional stock and bond portfolio may
no longer be safe as correlations between stocks and bonds will rise. Introducing more uncorrelated
assets such as precious metals could provide the answer.

The top three contributors to the fund performance in the month of September were Cia de Minas
Buenaventura, Wheaton Precious Metals and Dundee Precious Metals. Buenaventura did not have
news during the month, but the stock held in in relation to peers and post month-end the company
reported a positive Q3 production update and increased 2018 guidance. The driver for the good
performance was Yanacocha with strong gold production o setting weaker silver production at
other mines. Wheaton Precious began recovering from extremely oversold levels. The Company
provided a positive update at the Denver Gold Forum highlighting the fact that there are deal
opportunities on the horizon and that over time it will likely become a yield company rather than a
growth company, with its dividend potentially increasing from 30% of operating cash  ows to 50%
or more. Dundee Precious has been executing at its producing mine and smelter and building a new
gold mine in Bulgaria. The Company also highlighted positive resource growth and good metallurgic
results at their exploration project in Serbia.

The top three detractors from the fund performance in September were Fresnillo Plc, Argonaut Gold
and Pan American Silver. Fresnillo is a high quality company with a long track record of success
building and operating silver-gold mines in Mexico. The stock has underperformed recently due to
some issues at some of their mines, but we believe these are transitory and will be resolved over
time. Argonaut has high leverage to the gold price as it operates low grade mines and fell prey to
short positions in September as its short interest ratio increased to 11.8 on September 14th. Pan
American underperformed after having outperformed since the beginning of the year and gave up
some of those gains likely due to its base metals and Argentina exposure.

 



 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 September 30, 2018; e) 2012 annual returns are from 02/28/12 to 12/31/12. The index is 100%

MSCI ACWI Select Silver Miners IMI (CAD) 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: capital gains risk; class risk; commodity risk; concentration risk; currency risk; cybersecurity risk;

derivatives risk; exchange traded funds risk; foreign investment risk; in ation risk; liquidity risk; market

risk; securities lending, repurchase and reverse repurchase transactions risk; series risk; short selling risk;

small capitalization natural resource company risk; speci c issuer risk; sub-advisor risk; substantial

shareholder risk; tax risk; uninsured losses 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 September 30, 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

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. 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 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
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