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The interim management report of fund performance is an analysis and explanation that is designed to complement and supplement an investment fund’s 

financial statements. This report contains financial highlights but does not contain the complete interim financial statements of the investment fund. You can get 

a copy of the interim financial statements at your request, and at no cost, by calling 1-888-362-7172, by visiting our website at www.ninepoint.com or SEDAR 

at www.sedar.com or by writing to us at: Ninepoint Partners LP, Royal Bank Plaza, South Tower, 200 Bay Street, Suite 2700, P.O. Box 27, Toronto, 

Ontario M5J 2J1. Securityholders may also contact us using one of these methods to request a copy of the investment fund’s proxy voting policies and 

procedures, proxy voting disclosure record or quarterly portfolio disclosure. 
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Management Discussion of Fund Performance 

Investment Objective and Strategies 
The objective of Ninepoint Bitcoin ETF (the “Fund”) is to seek to provide exposure to digital currency bitcoin (“Bitcoin”) through an 

institutional-quality platform that is cost-efficient to investors and to provide a secure, simpler and exchange-traded investment alternative for 

buying and holding Bitcoin. To achieve the Fund’s investment objective, the Fund invests directly in Bitcoin while using high quality service 

providers, including digital asset trading counterparties, trading platforms and custodians, and independent auditors, legal and valuation agents, 

in order to manage the assets of the Fund. By having in-house expertise, the Manager offers a cost-efficient structure to investors for ongoing 

management fees. The Fund invests in Bitcoin on a passive basis, and does not speculate with regard to changes in Bitcoin prices and sales of 

Bitcoin will generally only be undertaken by the Fund as required to fund expenses and redemptions. The Fund provides investors with the 

ability to invest in Bitcoin without the inconvenience and additional transaction and storage costs associated with a direct investment in 

Bitcoin. The Fund purchases Bitcoin through established, regulated platforms as well as in the over-the-counter (“OTC”) market using 

regulated counterparties. The Manager has undertaken and will undertake due diligence to ensure that all counterparties and vendors adhere to 

anti-money laundering rules and requirements. Generally, the Fund does not intend to borrow money or employ other forms of leverage to 

acquire Bitcoin for its portfolio but may borrow money on a temporary short-term basis to acquire Bitcoin in connection with a subscription for 

Units by a dealer. Any borrowing by Ninepoint Bitcoin ETF will be made in accordance with the borrowing restrictions applicable to an 

alternative mutual fund under NI 81-102. 

Risks 
The risks of investing in the Fund are described in the Fund’s simplified prospectus. This Fund is suitable for those investors seeking exposure 

to Bitcoin. This Fund is suitable for investors with a high tolerance for risk and have a medium-term investment horizon. 

 

Digital Assets Risks 
Digital assets are a relatively new asset class, and given the speculative nature of digital assets and the volatility of digital asset markets, there 

is considerable risk that Funds which directly invest in digital assets will not be able to meet their investment objectives. Digital assets markets 

are speculative, highly volatile, and are sensitive to new developments. Any significant changes in market sentiment can induce large swings in 

volume and subsequent price changes, and such volatility can adversely relate the NAV of the Fund’s units. Specific risks related to the Fund’s 

investments in digital assets are described below. 

VOLATILITY IN THE PRICE OF BITCOIN 

Volatility in the price of Bitcoin is the risk that volatility can adversely affect the NAV of the units as the Bitcoin markets are sensitive to new 

developments, and since volumes are still maturing, any significant changes in market sentiment (by way of sensationalism in the media or 

otherwise) can induce large swings in volume and subsequent price changes. The digital assets of the Fund are subject to normal market 

fluctuations and the risks inherent in the financial markets. The maximum risk resulting from purchased assets held by the Fund is limited to 

the fair value of these digital assets. The Manager moderates this risk through in-house expertise and close monitoring of the cryptocurrency 

markets. 

CRYPTOCURRENCY RISK 

Cryptocurrency risk is the risk that the NAV of the Fund’s units may be significantly impacted as Bitcoin operates as a decentralized, peer-to-

peer financial exchange and value storage that is used like money. Bitcoin operates without the oversight of a central authority or the banks and 

is not backed by any government and indirectly may experience high volatility. As Bitcoin is not legal tender, governments may restrict the use 

and exchange of it. The Fund may also trade at a significant premium to net asset value. Additionally, Bitcoin platforms may stop operating or 

permanently shut down due to fraud, technical glitches, hackers or malware.  

MANAGER, CUSTODIAN AND SUB-CUSTODIAN STANDARD OF CARE 

The Manager, the Custodian and the Sub-Custodian are each subject to a contractual standard of care in carrying out its duties concerning the 

Fund. In the case that the Fund suffers a loss of its Bitcoin and each of the Manager, the Custodian and the Sub-Custodian satisfied its 

respective standard of care, the Fund will bear the risk of loss with respect to these parties. Under the terms of the Custodian Agreement, the 

Custodian is required to exercise the standard of care required by NI 81-102. However, the Custodian will not be liable to the Fund for any loss 

of the Fund’s Bitcoin held by the Sub-Custodian unless such loss is directly caused by the Custodian’s gross negligence, fraud, willful default, 

or the breach of its standard of care. In the event of such loss, the Custodian is required to take reasonable steps to enforce such rights as it may 

have against the Sub-Custodian pursuant to the terms of the Sub-Custodian Agreement and applicable law. 
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CYBER SECURITY RISK 

As the use of technology has become more prevalent in the course of business, investment funds such as the Fund have become potentially 

more susceptible to operational risks through breaches in cyber security. A breach in cyber security refers to both intentional and unintentional 

events that may cause the Fund to lose proprietary information or other information subject to privacy laws, suffer data corruption, or lose 

operational capacity. This in turn could cause the Fund to incur regulatory penalties, reputational damage, additional compliance costs 

associated with corrective measures and/or financial loss. Cyber security breaches may involve unauthorized access to the Fund’s digital 

information systems (e.g. through “hacking” of Bitcoin or malicious software coding), but may also result from outside attacks such as denial-

of-service attacks (i.e. efforts to make network services unavailable to intended users). In addition, cyber security breaches of the Fund’s third-

party service providers (e.g. the Registrar and Transfer Agent, the Custodian and the Sub-Custodian) can also subject the Fund to many of the 

same risks associated with direct cyber security breaches. Like with operational risk in general, the Fund has established risk management 

systems designed to reduce the risks associated with cyber security. 

 

Recent Developments 
The Fund launched series A units and series F units on January 5, 2022. 

 

Results of Operations 

The Fund, ETF Series (USD) returned -58.7% in the first half of 2022. 

The price of Bitcoin declined by more than 50% in the first half of 2022 with other digital assets faring worse as a combination of factors 

weighed on the asset class. Whereas historically, Bitcoin had a low correlation to other asset classes, in the first half of 2022 it periodically 

traded in line with equity indices, particularly the NASDAQ Composite, reaching a correlation high of 1. Inflation, slowing growth and rising 

interest rates all combined to drag many asset classes lower, particularly so-called ‘risk assets’ like equities, and Bitcoin was no exception. 

As the Fund passively invests in Bitcoin, there were no factors unique to Ninepoint that led to our performance. The Fund did its job and 

tracked the price of Bitcoin. The Fund provides investors with a cost-effective, simple and secure way to get price exposure to Bitcoin. No 

changes were made to the mandate’s portfolio during this time. Since the Fund only holds Bitcoin, 100% of the investment performance can be 

attributed to this single asset. 

There were also some factors unique to Bitcoin and digital assets more generally which contributed to its poor performance. In May, 2022, 

UST, a popular algorithmic stablecoin, which was designed to track the US dollar, broke its peg, eventually bringing down the platform on 

which it was built, called Luna. Luna was by no means the largest stablecoin, and whereas other stablecoins are fully collateralized, Luna was 

not, something that was well known by the market as its code base was public. Still, this led to investor losses in the tens of billions of dollars. 

The collapse of Luna also had a cascading effect into a number of digital asset lenders and investment funds, namely Three Arrows Capital, 

which filed for bankruptcy. Right now, the asset class is going through a de-leveraging process that has caused prices to suffer. 

It was not only bad news in the first half of 2022. One bright spot—on June 8th, Ethereum successfully took a step towards the Merge, which 

is when the blockchain will migrate from a proof of work to proof of stake system. The Ropsten test-net launched its proof-of-stake beacon. In 

simple terms, Ropsten is Ethereum's oldest proof-of-work test-net, kind of like a sandbox where developers get to play around in but where the 

stakes are lower. The successful launch on the Ropsten test-net is significant for Ethereum and the broader market and should be followed 

closely by investors. The merge will move Ethereum to a proof of stake system that will be more sustainable and scalable long term. We also 

believe it will be a catalyst for price appreciation of Ethereum and other digital assets. 

Cryptoasset markets have lost around $2 trillion in value since their peak late last year. Predictably, some in the mainstream media have rolled 

out the obituaries for Bitcoin and others. To be sure, the breakdown in prices has been painful if you have a short-term time horizon. Declining 

asset values also suggest investors may have cooled on the sector, at least for now.  

But if you look beyond daily market gyrations, you'll see that the industry is still growing and attracting new talent, capital and ideas. Indeed, 

so-called Crypto "Winters" are typically when a new breed of innovative company and organization gets formed. For example, the last bear 

market introduced NFTs, Decentralized Finance (DeFi), Stablecoins, and Play-2-Earn gaming, to name a few new industries, asset classes and 

innovations. We believe that this bear market will lead to a similarly disruptive period of innovation. As such, we remain very confident in the 

long-term prospects of the asset class and underlying technology.   

The Fund’s net asset value decreased by 58.7% during the year, from $56.2 million as at December 31, 2021 to $23.2 million as at June 30, 

2022. This change was predominantly due to net redemptions of $0.2 million, and by net realized and unrealized losses on digital assets of 

$32.4 million. 
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Related Party Transactions 

MANAGEMENT FEES 

The Fund pays a management fee to the Manager at an annual rate of 1.70% for Series A units, and 0.70% for Series F and ETF Series units. 

The management fee is calculated and accrued daily and is paid monthly based on the daily net asset value of the Fund. For the period ended 

June 30, 2022, the Fund incurred management fees (including taxes) of $192,528. The breakdown of the services received in consideration of 

the management fees, as a percentage of management fees, is as follows: 

 

 

Portfolio 

Advisory 

Trailing 

Commissions 

Ninepoint Bitcoin ETF – Series A 100% – 

Ninepoint Bitcoin ETF – Series F 100% – 

Ninepoint Bitcoin ETF – ETF Series 100% – 

 
OPERATING EXPENSES 

The Fund pays its own operating expenses, which include, but are not limited to, audit, legal, custodial, filing and administrative expenses as 

well as shareholder reporting costs. The Manager pays certain of these expenses on behalf of the Fund and then is reimbursed by the Fund. At 

its sole discretion, the Manager may waive or absorb a portion of the operating expenses of the Fund. Amounts waived or absorbed by the 

Manager are reported in the Statements of Comprehensive Income. Waivers or absorptions can be terminated at any time without notice. For 

the period ended June 30, 2022, the Manager absorbed $142,076 of expenses. 

 
OTHER RELATED PARTY TRANSACTIONS 

The Fund relied on the approval, positive recommendation or standing instruction from the Fund’s Independent Review Committee with 

respect to any related party transactions. 
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Financial Highlights 

The following tables show selected key financial information about the Fund and are intended to help you understand the Fund’s 

financial performance for the period ended June 30, 2022 and each of the previous years ended December 31 shown, unless otherwise 

indicated.   

The Fund’s Net Assets per Unit1 

Series A  

 June 30, 

20226 

$ 

 

Net assets, beginning of period2  10.00  

Increase (decrease) from operations:    

Total revenue  –  

Total expenses  (0.10)  

Realized gains (losses)  0.29  

Unrealized gains (losses)  (5.19)  

Total increase (decrease) from operations3  (5.00)  

Distributions:    

Total annual distributions  –  

Net assets, end of period  5.00  

 

Series F  

 June 30, 

20226 

$ 

 

Net assets, beginning of period2  10.00  

Increase (decrease) from operations:    

Total revenue  –  

Total expenses  (0.06)  

Realized gains (losses)  0.29  

Unrealized gains (losses)  (5.19)  

Total increase (decrease) from operations3  (4.96)  

Distributions:    

Total annual distributions  –  

Net assets, end of period  5.02  
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ETF Series  

June 30, 

2022 

$ 

Dec 31, 

20215 

$ 

Net assets, beginning of period2 13.71 9.55 

Increase (decrease) from operations:   

Total revenue 0.00 0.00 

Total expenses (0.08) (0.24) 

Realized gains (losses) 0.36 7.76 

Unrealized gains (losses) (8.22) 1.75 

Total increase (decrease) from operations3 (7.94) 9.27 

Distributions:   

Total annual distributions4 – – 

Net assets, end of period 5.66 13.71 

1 This information is derived from the Fund’s interim and audited annual financial statements. 

2 Net assets per unit were initially offered at $10.00 per unit less agents’ fees and issue costs of $0.45 per unit. Agents’ fee and issue expenses of the Offering were recorded as a reduction in 

partners’ capital. 

3 The increase/decrease from operations is based on the weighted average number of units outstanding over the financial period. Net asset and distributions are based on the actual number of units 

outstanding at the relevant time. This table is not intended to be a reconciliation of the beginning to ending net assets per unit. 

4 Distributions were reinvested in additional units of the Fund. 

5 Information provided is for the period from January 27, 2021 (launch date) for ETF Series, to December 31, 2021. 

6 Information provided is for the period from January 23, 2022 (first issuance) to June 30, 2022 for Series A and Series F. 
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Ratios and Supplemental Data 

Series A 

 June 30, 

2022 

 

Total net asset value (000’s)1   $5   

Number of Units outstanding1  1,000  

Management expense ratio2  2.51%  

Management expense ratio before waivers or absorptions2  3.25%  

Trading expense ratio3  0.00%  

Portfolio turnover rate4  15.89%  

Net asset value per Unit1  $5.00  

Closing Market Price  $5.00  

Closing Market Price (CAD)  $6.44  

 

Series F 

 June 30, 

2022 

 

Total net asset value (000’s)1   $5   

Number of Units outstanding1  1,091  

Management expense ratio2  1.45%  

Management expense ratio before waivers or absorptions2  2.12%  

Trading expense ratio3  0.00%  

Portfolio turnover rate4  15.89%  

Net asset value per Unit1  $5.02  

Closing Market Price  $5.02  

Closing Market Price (CAD)  $6.46  

 

ETF Series 

June 30, 

2022 

Dec 31, 

2021 

Total net asset value (000’s)1 $23,208 $56,214 

Number of Units outstanding1 4,098,866 4,098,866 

Management expense ratio2 1.45% 1.45% 

Management expense ratio before waivers or absorptions2 2.06% 1.58% 

Trading expense ratio3 0.00% 0.00% 

Portfolio turnover rate4 15.89% 118.63% 

Net asset value per Unit1 $5.66 $13.71 

Closing Market Price $5.64 $13.67 

Closing Market Price (CAD) $7.25 $17.27 

1 This information is provided as at June 30, 2022 and December 31 for the years prior to 2022. 

2 Management expense ratio (“MER”) is based on total expenses (including incentive fees, if any; excluding commissions and other portfolio transaction costs) for the stated period and is expressed 

as an annualized percentage of daily average net asset value during the period. The Manager may waive or absorb a portion of the operating expenses of the Fund. Waivers and absorption can be 

terminated at any time. 

3 The trading expense ratio represents total commissions and other portfolio transaction costs expressed as an annualized percentage of daily average net asset value during the period. 

4 The Fund’s portfolio turnover rate indicates how actively the Fund’s portfolio adviser trades its portfolio investments. A portfolio turnover rate of 100% is equivalent to the Fund buying and 

selling all of the securities in its portfolio once in the course of the year. The higher the portfolio turnover rate in a year, the greater the trading costs payable by the Fund in the year, and the 

greater the chance of an investor receiving taxable capital gains in the period. There is not necessarily a relationship between a high turnover rate and the performance of the Fund.  
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Past Performance 
 
The indicated rates of return are the historical total returns including changes in unit values and assume reinvestment of all distributions in 

additional units of the relevant Series of the Fund. These returns do not take into account sales, redemption, distribution or optional charges or 

income taxes payable by any unitholder that may reduce returns. Please note that past performance is not indicative of future performance. All 

rates of return are calculated based on the Net Asset Value of the particular Series of the Fund. 

 

Year-by-Year Returns 
The following chart indicates the performance of each Series of the Fund for the period ended June 30, 2022 and each of the previous years 

ended December 31 shown, unless otherwise indicated. The chart shows, in percentage terms, how much an investment made on the first day 

of each period would have grown or decreased by the last day of each period. Returns are not shown for a Series in any period in which there 

were zero outstanding units as at the end of the period. 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

* Return from January 27, 2021 (launch date) to December 31, 2021 (not annualized). 

** Return from January 23, 2022 (first issuance) to June 30, 2022 for Series A and Series F (not annualized). 
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Summary of Investment Portfolio 

As at June 30, 2022 

 

Portfolio Allocation     All Long Positions   

  

% of  

Net Asset Value   Issuer 

% of  

Net Asset Value 

Bitcoin 98.2   Bitcoin 98.2 

Cash 1.9   Cash 1.9 

Other Net Liabilities (0.1)   All long positions as a percentage of Net Asset Value 100.1 

Total Net Asset Value 100.0    

        

      The Fund held no short positions as at June 30, 2022. 

          

      

This summary of investment portfolio may change due to the ongoing 

portfolio transactions of the Fund. Quarterly updates of the Fund’s 

investment portfolio are available on the Internet at www.ninepoint.com. 
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