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Monthly commentary discusses recent developments across both
the Diversi ed Bond and Credit Income Opportunities Funds.

Macro
The highlight of the month was certainly the March 17  FOMC
meeting, where the Fed was  nally given an opportunity to weigh in
on the recent interest rate gyrations. The result was predictably
disappointing; while they continued to reiterate previous guidance,
they failed to address the rapid increase in interest rates, simply
acknowledging that it is consistent with an improving economic
outlook. However, the bond market continues to price-in a much steeper pace of rate increases than the
average FOMC participant (Figure 1).

While the Fed has signi cantly increased its economic growth forecast for this year, most FOMC participants
still see no rate hikes for the next few years. In subsequent speeches, the central bank’s leadership is intently
focused on its employment goals (still 9.5 million fewer employed Americans than pre-pandemic), setting aside
any concerns about in ation. 

To be clear, they do expect in ation to increase in the short term, mostly due to base e ects (very low prices in
March and April of 2020), but expect prices to normalize as the pre-pandemic in ation dynamics re-establish
themselves. At the very least, the market and the Fed seem to be on the same page with regards to their
in ation expectations. In Figure 2 below, we show the in ation (headline CPI) expectations by the bond market
for each of the next 10 years. Consistent with the FOMC’s views, we should observe higher but declining
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in ation over the next few years, settling down to levels consistent with their in ation mandate in about 4
years .

From the chart above, the bond market and the Fed are on the same page with respect to in ation dynamics
over the next few years. Higher in ation is seen by both as a temporary phenomenon. In fact, judging by the
breakeven for years 9 and 10 in the chart above, the bond market does not even believe the Fed will achieve its
long run goal of 2% in ation.

The biggest point of contention between the Fed and the market is the pace of lifto . If the FOMC’s forecasts
are internally consistent, they must assume that we will get the economic outcomes they are predicting
consistent with their path for the funds rate (i.e., very shallow, no chance of a hike until late 2023). By contrast,
the market is expecting the Fed to start raising rates in early 2022, when the unemployment rate is expected by
both the Fed and consensus macroeconomic forecasters to be around 4-5%. Even if we were to have a
furiously quick recovery in the second half of 2021, we are far from where the FOMC sees full employment;
they will not even “think about thinking about raising rates” (to use the Chairman’s own words). Therefore, our
expectation is that the 100bps (and 1-year) wedge we are currently observing on Figure 1 will slowly close,
probably because over time the Fed will nudge forward their rate hike expectations, and in turn the bond
market will tamper its enthusiasm. In other words, the bond market has moved too far too fast, and the Fed is
(probably purposefully) behind the curve on rate hikes, trying to keep  nancial conditions as accommodative
as possible.

A meaningful risk to this base case, and one that shouldn’t be dismissed too easily, is that higher realized
in ation in the short-term increases in ation expectations of  rms and households. As we have discussed in
previous commentaries, the scope and scale of the  scal stimulus that is being deployed in the US, coupled
with the meaningful savings accumulated in 2020 could unleash tremendous demand once things gradually
return to “normal”. Economic experiments of this scale are few and far between in the history books, and we
would not be surprised if things did not play out exactly as intended. If, as expected, in ation does accelerate
over the next few months but does not show signs of stabilization later this summer, we expect that the
in ation overshoot narrative will pick up steam, and with it interest rates will march higher, potentially making
new 2021 highs.

Credit
After a period of new issue indigestion, the market is once again performing well. Spreads have been
tightening gradually as investors regain con dence and put money to work. As discussed last month, we have
been active in the primary and secondary market, using up some of our cash to take advantage of more
attractive spreads and all in yields.
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Diversi ed Bond Fund (DBF)
As discussed last month, we have been busy reinvesting maturing bonds into more attractive opportunities in
the 7-10 year part of the yield curve. Due to higher rates, we are now  nding good quality corporate bonds with
yields in the 2.5-3.5% range and in some cases as much as 4%, much better than what we could  nd just a few
months ago. The portfolio now has a current yield of about 3.3%, and with 15% of our portfolio maturing within
the next 12 months, reinvested at these higher rates, we should be able to increase the fund’s yield by another
40-50bps.

We retain a short position in government bonds (-8%) as a hedge against our longer duration corporates
(anything 10 to 30 years is interest rate hedged). Since these shorts generate cash, we have bought some short
duration (<1y) corporate bonds, which explains our Investment Grade weight slightly above our limit (84%).
Buying these bonds as opposed to holding cash helps limit the carry cost of the short positions. We expect to
keep this interest rate hedge until we have a better sense of how the in ation dynamics we discussed above
pan out.

In the coming months, investors should expect the portfolio duration to remain stable, and for spread duration
to increase mildly as we invest maturing positions further out on the curve. Over time, as we close our
government bond short positions, duration should equal spread duration.

Credit Income Opportunities Fund (Credit Opps)
It was another good month for the Credit Opps, returning 37bps. Like last month, slightly wider credit spreads
were more than o set by the income the fund generates, and with its very low duration, performance was not
materially impacted by higher rates.

We have had a few loans mature since the beginning of 2021 and we are actively looking to replace them, so
we expect their proportion of the portfolio to nudge higher over time. Another subsector we are slowly and
selectively adding to is HY, mostly fallen angels, higher quality companies (BB+) or hybrid bonds of IG
companies that are rated HY.



Conclusion
The interest rate volatility surrounding the March FOMC meeting has now subsided, and the path forward for
the economy has markedly improved. While there are in ationary tail risks, we won’t get clarity on those until
later in the year, so for now we think that prudently deploying our dry powder to take advantage of much
better all-in yields is a sensible thing to do.

Until next month,

Mark & Etienne
Ninepoint Partners

 It is important to note that the bond market prices in ation based on headline CPI, whereas the Fed targets the PCE
measure of in ation. Historically, CPI is on average 30bps higher than PCE, so 2% in ation on the Fed preferred measure
translates to approximately 2.3% headline CPI in ation.
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NINEPOINT DIVERSIFIED BOND CLASS - COMPOUNDED RETURNS¹ 
AS OF MARCH 31, 2021 (SERIES F NPP221)

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

Fund -0.3% -1.4% -1.4% -0.7% 4.6% 2.9% 3.9% 4.4%

NINEPOINT DIVERSIFIED BOND FUND - COMPOUNDED RETURNS¹ 
AS OF MARCH 31, 2021 (SERIES F NPP118)

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

Fund -0.3% -1.4% -1.4% -0.7% 4.7% 3.1% 4.0% 3.9% 4.4%

NINEPOINT CREDIT INCOME OPPORTUNITIES FUND - COMPOUNDED RETURNS¹ 
AS OF MARCH 31, 2021 (SERIES F NPP507)

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

Fund 0.4% 1.6% 1.6% 7.3% 23.6% 6.8% 7.2% 5.8%

 All Ninepoint Diversi ed Bond Fund/Class 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 March 31, 2021  All Ninepoint Credit Income Opportunities Fund
returns and fund details are a) based on Class F units (closed to subscriptions); b) net of fees; c) annualized if period is
greater than one year; d) as at March 31, 2021.

The Risks associated worth investing in a Fund depend on the securities and assets in which the Funds 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 Credit Income Opportunities Fund is o ered on a private placement basis pursuant to an o ering
memorandum and are only available to investors who meet certain eligibility or minimum purchase amount
requirements under applicable securities legislation. The o ering memorandum contains important information about
the Funds, including their investment objective and strategies, purchase options, applicable management fees,
performance fees, other charges and expenses, and should be read carefully before investing in the Funds. Performance
data represents past performance of the Fund and is not indicative of future performance. Data based on performance
history of less than  ve years may not give prospective investors enough information to base investment decisions on.
Please contact your own personal advisor on your particular circumstance. This communication does not constitute an
o er to sell or solicitation to purchase securities of the Fund. 

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 March 31, 2021 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
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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


