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Yesterday was a historic day. Following the (temporary?)
dissolution of OPEC+ last Friday the price of oil fell by
24%, its largest decline since 1991. Energy stocks across
the board were absolutely savaged. The S&P TSX Capped
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Energy Index fell by 27%...its largest one day decline in
history. Household names like Canadian Natural
Resources and Cenovus fell by 29% and 52% respectively. There was nowhere to hide. Our Fund
fell by 36%...roughly its worst day ever by a factor of 3.
As a result of the price collapse, companies have overnight gone into survival mode with Cenovous,
Marathon, and others aggressively cutting 2020 capital spending while one small cap reduced its
dividend by 90%. This is only the beginning. The oil and gas industry does not function at current
oil prices: Large cap oilsand companies require $41-$46WTI to maintain dividend payouts and keep
production at, US shale requires around $55WTI for production maintenance, and the average
Canadian midcap requires around $48-$52WTI to maintain at production (and pay their
dividends). At the same time, the viability of many nations is threatened due to meaningfully
higher scal break-evens…Russia and Saudi Arabia included. The easiest call in the world to make
today is that the current oil price is completely unsustainable…the more di cult call is how long
can the price collapse go on for? When will Saudi Arabia and Russia come back to the negotiating
table?
Saudi Arabia’s unprecedented actions of discounting their oil and ramping “production” to 12.3MM
Bbl/d are a result of a di erence in strategy with Russia and are clearly intended to exert as much
short-term pressure as possible to bring them back to the table. Everyone loses in a price war.
Every member of OPEC+ other than Russia supported a meaningful production cut due to the
demand hit from the coronavirus. Russia is purportedly mi ed at the US for ongoing sanctions and
for using “energy independence” as a tactical weapon against it. Despite some rather boastful
claims over the past day from all parties, no one can withstand current prices over the long term.
All of our main consultants believe that the current policy will only last a few months before Saudi
Arabia and Russia ultimately arrive at a solution. By that time it is likely that the demand
destruction from the coronavirus outbreak will have peaked. Better days are ahead…we just have
to make it to them.
So what were we doing yesterday? We sold our one US name and bought a low-cost oilsands
producer whose stock was down by 50% (the Fund now has 100% Canadian content…Canadian
producers at least bene t from a $0.73 loonie when they sell their oil in US dollars but have
operating costs in $CDN). We added to another oilsand name that is 55% hedged this year at
$59WTI (with swaps) as the stock collapsed by 56%. We also went through the structure of the
hedge books of our positions and trimmed exposure to any name that may fall into trouble if the
price rout lasts for longer than 6 months. Now is not the time to take on extreme risk. Our goal is
to be in companies that can weather this storm as best as possible to allow us to be fully exposed to

the sector for the inevitable turn. All it will take is one headline about a Saudi/Russia meeting and
energy stocks could easily gap up by 20%+ in a day…if you’re not positioned for that event human
psychology will prevent you from chasing the rally hoping for a pullback that may never come.
How can we possibly still be bullish over the medium term on the energy sector? The world’s
population continues to grow and living standards are rising and this corresponds to increasing
energy demand. There is no substitution for oil for air travel, marine travel, long haul
transportation, and petrochemcials. Demand (other than during global pandemics) will continue to
grow by about 1MM Bbl/d per year for many years to come. Supply before this price war was
already about to shrink and will now collapse. US shale growth was already imploding and now will
likely hit a negative year-over-year run rate in the coming months. Global o shore production (1 in
4 barrels produced) was already set to plateau/decline beginning in 2020 and last until there is
adequate reinvestment (not likely below $60 Brent). Spare capacity globally (adjusted for the Saudi
production spike) was only ~2MM Bbl/d in a 100MM Bbl/d market which is very thin.
We are living through the most di cult time for the energy sector in history. Never before have we
had to deal with both a demand shock resulting from a viral pandemic while the #2 and #3 largest
oil producers enter into a short-term price war. It is impossible to predict when things will turn but
with some stocks down 70%+ YTD and nancial viability for most not in question there comes a
point when you’ve reached the point of maximum pessimism. Following yesterday’s capitulative
action (stocks down 50% on record high volumes) it feels that at least the worst may be nearly
over. Now it is a question of patience and staying power to ensure that we are all positioned for the
turn. This too shall pass.
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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 February 29, 2020; e) 2004 annual returns are from 04/15/04 to 12/31/04. The index is 100%
S&P/TSX Capped Energy TRI 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: concentration 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; regulatory
risk; securities lending, repurchase and reverse repurchase transactions risk; series risk; short selling risk;
small capitalization natural resource company 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), 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 February 29, 2020 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

