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Year-to-date to September 30, the Ninepoint Global Real
Estate Fund generated a total return of -24.75% compared
to the MSCI World IMI Core Real Estate Index, which
generated a total return of -24.36%. For the month, the
Fund generated a total return of -7.64% while the Index
generated a total return of -8.48%.'

The broader equity markets continued to slide from mid-August highs through the end of September
and closed at a new low for the year. It had looked like the market was attempting to make a higher
low in the early part of the month but, once again, a strong US CPI print on September 13 spoiled
the recovery rally. The in ation report for August showed that the index rose 0.1%, on a seasonally
adjusted basis, after being unchanged in July. Over the last twelve months, the index increased 8.3%
in August compared to 8.5% in the prior month, slightly better sequentially but not enough to
dampen in ation concerns. Perhaps even more disappointing, the core CPI (all items less food and
energy) rose 0.6% in August, a reacceleration from the July reading, and increased 6.3% year over
year compared to 5.9% in the prior month.

Unsurprisingly, the FOMC responded by another 75-bps interest rate increase on September 21 to a
new range of 3.00% to 3.25%. The futures curve is currently pricing additional hikes at the
November and December FOMC meetings, implying a Fed funds rate of approximately 4.25% to
4.50% by yearend. The curve also suggests a high probability of another 25-bps hike by March 2023,
when the tightening cycle is priced to  nally come to an end. As we’ve said before, we think a pause
in the interest rate tightening cycle is more likely than a pivot to interest rate cuts in 2023.

But with the European energy crisis and the Russian invasion of Ukraine continuing to threaten
global stability, signs of stress have started to appear in the  nancial markets. In the currency
markets, the US Dollar has maintained its safe haven status, hitting a twenty-year high against a
basket of global currencies, with notable weakness in the Euro and Yen. In the bond markets, the US
2-year Treasury yield hit a  fteen-year high of 4.36% and the US 10-year Treasury yield hit a twelve-
year high of 4.02%. Further, corporate bond spreads have blown out by almost 80 basis points since
the beginning of the year. To say the least, it has been an extremely di cult environment for both
bond and equity investors thus far in 2022.
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Given the number of cross currents in the markets, it is tough to  nd a concrete explanation for
some of these outsized moves, with sentiment and positioning swinging wildly around any
macroeconomic or geopolitical bit of news. However, we would point to the new UK Prime Minister’s
“mini-budget” that contained signi cant tax cuts without any revenue o sets (essentially a large,
unfunded  scal stimulus package), which exacerbated some of the gyrations in both the currency
and bond markets. Speci cally, the British pound fell to an all-time low against the US Dollar (almost
breaking par) and UK 30-year Gilts were down 59% year-to-date and 36% month-to-date at the lows
before rebounding after intervention by the Bank of England. Because of the potential for contagion
from some of these cross asset moves, we still believe that the risks of a monetary policy-induced,
cyclical (but relatively mild) recession are elevated.

Despite the fear of an impending recession, consensus earnings forecasts for the S&P 500 have been
stable around $230 for 2022 and $240 for 2023 but we should expect the numbers for next year to
decline as companies work through the Q3 2022 and Q4 2022 reporting periods. At the minimum,
the stronger US Dollar and in ated operating costs are likely to pressure margins through the
balance of 2022 and into 2023. As investors try to determine the appropriate P/E multiple to put on
potentially falling forward earnings expectations, the markets are trying to balance good but
backward-looking data today with the threat of potential weakness tomorrow, weighing soft-landing
versus recession valuation scenarios.

We remained focused on watching for either the negative earning revision cycle to bottom or a Fed
pause to signal the in ection toward a return to economic growth. In keeping with our mandates, we
are concentrating our e orts on free cash  ow positive, high quality, dividend growth companies
and real asset investments given our positive assessment of the risk/reward outlook over the next
two to three years.

Top contributors to the year-to-date performance of the Ninepoint Global Real Estate Fund by sub-
industry included only Internet Services & Infrastructure (+61 bps) while top detractors by sub-
industry included Industrial REITs (-864 bps), Specialized REITs (-455 bps) and Residential REITs (-410
bps) on an absolute basis.

On a relative basis, positive return contributions from the Real Estate Operating Companies (+71
bps), Diversi ed REITs (+126 bps) and O ce REITs (+124 bps) sub-industries were o set by negative
contributions from the Industrial REITs (-285 bps), Specialized REITs (-142 bps) and Residential REITs
(-91 bps) sub-industries.
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We are currently overweight Specialized REITs, Industrial REITs and Real Estate Services while
underweight Real Estate Operating Companies, Health Care REITs and Diversi ed REITs. With signs
of a global slowdown materializing and the US Federal Reserve committed to regaining control of
in ation, we have been focused on high quality REITs with the greatest potential for revenue and FFO
growth.

Given the correction across the Real Estate sector year-to-date, we are much more comfortable with
valuations today on an absolute and relative basis. Recently, we have been able to  nd several
attractive investment opportunities in the Specialized REITs and Industrial REITs sub-industries, and
we are carefully watching for either the negative earnings revision cycle to bottom or a Fed pause to
signal that the global equity markets can move sustainably higher.
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The Ninepoint Global Real Estate Fund was concentrated in 26 positions as at September 30, 2022
with the top 10 holdings accounting for approximately 36.2% of the fund. Over the prior  scal year,
18 out of our 26 holdings have announced a dividend increase, with an average hike of 10.6%
(median hike of 3.8%). Using a total real estate approach, we will continue to apply a disciplined
investment process, balancing valuation, growth and yield in an e ort to generate solid risk-adjusted
returns.

Je rey Sayer, CFA
Ninepoint Partners

 

 

 

 

 

 

 

 

 

 

 



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, 2022; e) 2015 annual returns are from 08/04/15 to 12/31/15. The index is 100%

MSCI World IMI Core Real Estate NR (CAD) and is computed by Ninepoint Partners LP based on publicly available

index information

The Fund is generally exposed to the following risks. See the Simpli ed Prospectus of the Fund for a

description of these risks: capital depletion risk, concentration risk, credit risk, currency risk, cybersecurity

risk; derivatives risk, emerging markets risk, equity real estate investment trust (REIT) risk, exchange traded

funds risk, foreign investment risk, income trust risk, in ation risk, interest rate risk, liquidity risk, market

risk, real estate risk, regulatory risk, series risk, short selling 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), and other expenses all may be associated with

investing in the Funds. 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, 2022 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 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 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 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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