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The annual 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 annual financial statements of the investment fund. You can get 

a copy of the annual 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 (in U.S. dollars) 

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. 

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 

The Bitcoin held by the Fund is valued, including for purposes of determining the NAV of the Fund, based upon the MVIBBR at a certain time 

of the day. The MVIBBR is calculated hourly as the volume weighted median price average, based on twenty, three-minute intervals from five 

exchanges. 

The MVIBBR will not necessarily be reflective of the price of Bitcoin available at a given time when executing the Fund’s trades and on any 

given Bitcoin trading platform or other venue where the Fund’s trades are executed. This may adversely affect the unitholder and the Fund. 

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. 

 
RISKS ASSOCIATED WITH THE CUSTODY OF BITCOIN 

There is a risk of the loss or destruction of certain private keys held by the Custodian and Sub-custodian associated with the public addresses 

that hold the Fund’s Bitcoin.  When this occurs, it could prevent the Fund from accessing its Bitcoin.  Loss of these private keys may be 

irreversible and could result in the loss of the Fund’s assets.   

The Bitcoin network can also be subject to security breaches and cyber-attacks, which can be a prevalent concern for the digital asset trading 

platforms.  Such cyber security breaches could adversely affect the Fund’s business operations and may result in loss of the Fund’s assets.   
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Holding digital assets with a third-party custodian may increase certain risks rather than holding digital assets in a private wallet, which may 

include insolvency risk (credit risk), fraud risk or proficiency risk on the part of a custodian or sub-custodian.  There may be difficulties in 

enforcing legal rights against digital asset sub-custodian if it is resident, or substantially all of its assets are located, outside Canada. 

 
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. 

 
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.  

 
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. 

 
POTENTIAL DECREASE IN DEMAND OF BITCOIN AND ACCEPTANCE OF BITCOIN AS A METHOD OF PAYMENT 

As a currency Bitcoin must serve as a means of exchange, store of value, and unit of account. Many people using Bitcoin as money-over-

internet-protocol (MoIP) do so with it as an international means of exchange. Speculators and investors using Bitcoin as a store of value then 

layer on top of means of exchange users, creating further demand. If consumers stop using Bitcoin as a means of exchange, or its adoption 

therein slows, then Bitcoin’s price may suffer, adversely affecting the Fund.  

Investors should be aware that there is no assurance that Bitcoin will maintain its long-term value in terms of purchasing power in the future or 

that the acceptance of Bitcoin for payments by mainstream retail merchants and commercial businesses will continue to grow. In the event that 

the price of Bitcoin declines, the Manager expects the NAV to decline proportionately. As relatively new products and technologies, Bitcoin 

and the Bitcoin Network have only recently become widely accepted as a means of payment for goods and services by many major retail and 

commercial outlets, and use of Bitcoin by consumers to pay such retail and commercial outlets remains limited. Banks and other established 

financial institutions may refuse to process funds for Bitcoin transactions, process wire transfers to or from Bitcoin trading platforms, Bitcoin-

related companies or service providers, or maintain accounts for persons or entities transacting in Bitcoin. Conversely, a significant portion of 

Bitcoin demand is generated by speculators and investors seeking to profit from the short-term or long-term holding of Bitcoin. Price volatility 

undermines Bitcoin’s role as a medium of exchange as retailers are much less likely to accept it as a form of payment. Market capitalization for 

Bitcoin therefore, as a medium of exchange and payment method, may continue to be low. A lack of expansion by Bitcoin into retail and 

commercial markets, or a contraction of such use, may result in increased volatility which could adversely impact the NAV. The Manager 

believes that, like any commodity, Bitcoin will fluctuate in value, but over time will gain a level of acceptance as a store of value, similar to 

precious metals. 
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Results of Operations 

The Fund, ETF Series (USD) returned -64.1% in 2022, while its benchmark, MVIS CryptoCompare Bitcoin Benchmark Rate Index 

(“MVIBBR”) maintained by MV Index Solutions GmbH (“MVIS”), returned -64.0%. 

2022 proved to be an “annus horribilis” for investors who have found few, if any, safe harbors amidst the rough financial seas and Bitcoin was 

not immune from these forces. Inflation forced the hand of central bankers, who had to jack up rates quickly to stem rising prices. Rising rates 

crushed bond markets, which were on pace for their worst year on record while the broad risk-off trade drove the U.S. dollar to new highs, at 

the expense of almost all other asset classes.  

Yet, in a year when the 60/40 portfolio had a historically weak performance, with U.S. equities and treasuries down approximately 15.0% 

respectively, Bitcoin has managed to distinguish itself, falling approximately 64.0% from its all-time highs to lead all major asset classes to the 

downside. 2022 was a reminder of Bitcoin’s volatility. Indeed, in nine of the last twelve years, Bitcoin has been the best performing asset class, 

but in the other three it was the worst. 

Sometimes the most obvious decision is the best one. Bitcoin is down approximately 64.0% year-to-date and 77.0% from its all-time high. The 

last time this happened was 2017-2018. In 2019, Bitcoin was up 87.0% and led all asset classes. 

There were several reasons for Bitcoin’s poor performance. The macro headwind was compounded by the collapse of several high-profile 

crypto-related businesses, most notably FTX. The subsequent indiscriminate liquidation of positions and de-leveraging caused the bottom to 

fall out of many digital assets before stabilizing somewhat. New regulation, which will almost certainly follow in the wake of recent events, 

may stymie the growth of the industry or provide a surer footing for long term success. Users, stung by these failures, may be slow to return to 

digital assets.  

Our long-term view is that the investment case for Bitcoin is intact. Bitcoin is a community-based currency that represents one of the biggest 

leaps forward in computer science and monetary theory in a generation. It is a store of value and medium of exchange that enables free and 

lawful peer to peer exchanges of value. 2022 was a year mired by setbacks but also full of positive developments. The world of digital assets 

showed marked resilience and maturity as DeFi weathered the blows which knocked out centralized competitors like BlockFi and Celsius. The 

Ethereum Merge, where the network moved to the more sustainable ‘proof of stake’ system, was successful and will help unlock greater 

enterprise adoption of digital assets.  

Because the Fund passively invests in Bitcoin, there were no unique factors that led to the Fund’s 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 Bitocin.  

Volatility has been the norm historically in digital assets. As an emerging asset class, it’s in a constant state of price discovery. Through their 

history, digital assets have become accustomed to and therefore resilient to volatility. Even though Bitcoin has been declared dead in the 

mainstream media more than 400 times, it keeps coming back.  Indeed, with each market cycle Bitcoin has returned to hit a new high in price 

and total market capitalization.  

Overall, investors continue to accumulate Bitcoin. During the absolute worst of the recent bear market, the number of wallets holding at least 

0.01 Bitcoin has steadily hit new highs. The amount of Bitcoin on exchanges keeps hitting multi-year lows, as investors park their assets for 

the long run, causing a supply shortage of readily tradable coins. The number of mid-sized investors who hold between 1 and 10 Bitcoin has hit 

new highs. Businesses may be next: The Financial Accounting and Stability Board proposed new accounting rules for digital assets which 

should come into effect in 2023, making it easier for companies to hold digital assets, which will remove a big obstacle to enterprise adoption. 

Ultimately, we are only beginning to scratch the surface of Bitcoin and Web3’s potential. Americans and Canadians this past year got to 

experience the sting of high inflation, something many people all over the world have suffered with for generations. Indeed, today over 2.1 

billion people are living in a country with inflation over 7 percent.  Bitcoin continues to be used as a lifeline for the unbanked, and those 

suffering under the yoke of oppressive regimes. It is used a store of value in countries with high inflation, like Turkey and Venezuela. It is used 

to fund unpopular and lawful actions like some protests and lawful but difficult to execute transactions, like funding the Ukrainian military to 

fight the Russian invasion. It is also emerging as the global reserve currency for Web3, and the wider world of digital assets. 

The Fund’s net asset value decreased by 71.5% during the year, from $56.2 million as at December 31, 2021 to $16.0 million as at December 

31, 2022. This change was predominantly due to net redemptions of $4.9 million, and net realized and unrealized losses on digital assets of 

$34.7 million. 
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Recent Developments 
The Fund launched Series A units and Series F units on January 5, 2022 and both series were fully redeemed in December, 2022. 
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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 year ended 

December 31, 2022, the Fund incurred management fees (including taxes) of $267,508. 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 year ended December 31, 2022, the Manager absorbed $237,227 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 year ended December 31 shown, unless otherwise indicated.   

The Fund’s Net Assets per Unit1 

Series A  

 Dec 31, 

20226 

$ 

 

Net assets, beginning of period2  10.00  

Increase (decrease) from operations:    

Total revenue  0.00  

Total expenses  (0.12)  

Realized gains (losses)  (0.39)  

Unrealized gains (losses)  (5.05)  

Total increase (decrease) from operations3  (5.56)  

Distributions:    

Total annual distributions  –  

Net assets, end of period  –  

 

Series F  

  Dec 31, 

20226 

$ 

 

Net assets, beginning of period2   10.00  

Increase (decrease) from operations:     

Total revenue   0.00  

Total expenses   (0.05)  

Realized gains (losses)   (0.46)  

Unrealized gains (losses)   (4.89)  

Total increase (decrease) from operations3   (5.40)  

Distributions:     

Total annual distributions   –  

Net assets, end of period   –  
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ETF Series  

Dec 31, 

2022 

$ 

Dec 31, 

20215 

$ 

Net assets, beginning of period2 13.71 9.55 

Increase (decrease) from operations:   

Total revenue – 0.00 

Total expenses (0.12) (0.24) 

Realized gains (losses) (0.52) 7.76 

Unrealized gains (losses) (8.27) 1.75 

Total increase (decrease) from operations3 (8.91) 9.27 

Distributions:   

Total annual distributions4 – – 

Net assets, end of period 4.92 13.71 

1 This information is derived from the Fund’s 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) for Series A and Series F, until all outstanding units were fully redeemed during the period ended December 31, 2022. 
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Ratios and Supplemental Data 

As Series A and Series F units were first issued and fully redeemed during the year-ended December 31, 2022, the ratios and supplemental 

data tables are not shown.  

 

ETF Series 

Dec 31, 

2022 

Dec 31, 

2021 

Total net asset value (000’s)1 $16,040 $56,214 

Number of Units outstanding1 3,258,866 4,098,866 

Management expense ratio2 1.45% 1.45% 

Management expense ratio before waivers or absorptions2 2.13% 1.58% 

Trading expense ratio3 0.00% 0.00% 

Portfolio turnover rate4 21.50% 118.63% 

Net asset value per Unit1 $4.92 $13.71 

Closing Market Price5 $4.90 $13.67 

Closing Market Price (CAD)5 $6.65 $17.27 

1 This information is provided as at December 31 for the years shown. 

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 (“TER”) represents total commissions and other portfolio transaction costs expressed as an annualized percentage of daily average net asset value during the period. The 

TER includes dividend expense and securities borrowing expense paid by the Fund in connection with securities sold short. 

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.  
5 Last closing price before the year end December 31 for the years shown. 
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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 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. 

 

As Series A and Series F units were first issued and fully redeemed during the year-ended December 31, 2022, year-by-year return charts are 

not shown. 

 

 

 

 

 

 

 

 

 

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

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Series ETF

- 6 4 .1

3 7.2

-90%

-60%

-30%

0%

30%

60%

90%

20
21

*
20

22



Ninepoint Bitcoin ETF                                                                                                December 31, 2022 
 

NINEPOINT PARTNERS LP ANNUAL MANAGEMENT REPORT OF FUND PERFORMANCE 2022 

 

Annual Compound Returns 
The following table illustrates the annual compound total return for each Series of units of the Fund for the periods shown. As a basis of 

performance comparison, the annual compound return of the Fund is compared to that of MVIS CryptoCompare Bitcoin Benchmark Rate 

(the “Index”). The Index is designed to broadly represent the performance of managed futures hedge funds. Since the Fund does not 

necessarily invest in the same futures or in the same proportion as the Index, the performance of the Fund is not expected to equal the 

performance of the Index. 

   1-Year  

Since 

Inception* 

Ninepoint Bitcoin Fund – ETF Series    -64.1%  -30.8% 

MVIS CryptoCompare Bitcoin Benchmark Rate   -64.0%  -28.6% 

* Since first issuance of January 27, 2021 for ETF Series. Returns for Series A and Series F are not shown as there were no units outstanding as at December 31, 2022. 
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Summary of Investment Portfolio 
As at December 31, 2022 

Portfolio Allocation All Long Positions 

% of 

Net Asset Value  Issuer 

% of 

Net Asset Value 

Bitcoin 98.1  Bitcoin 98.1 

Cash 1.6  Cash 1.6 

Other Net Assets 0.3 All long positions as a percentage of Net Asset Value 99.7 

Total Net Asset Value 100.0 

The Fund held no short positions as at December 31, 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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