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Transcript

Mark Wisniewski: Hi there. It's Mark Wisniewski and Etienne Bordeleau talking about the
performance of the funds this year, the Diversified Bond Fund, our Liquid Alternative fund, and
the Credit Income Opportunities fund. We're also going to provide a first half review and what
we expect for the balance of the year and next year. I guess it's fair to say that inflation is still
incredibly topical. So we are going to talk about inflation and also about rate hikes.

So the game plan for today is to discuss the performance of the funds, and then unpackage that
into what our expectations are for this year and a little bit of next year. With that, I’ll get Etienne
to kick it off and talk a little bit about the inflation situation here in Canada and the US.

Etienne Bordeleau: Yes, thanks, Mark. Thanks for taking the time, everybody. Inflation has
continued to decline this year. That’s the good news. It was always going to be an uneven
process, Earlier this year we've had the tailwind of lower energy prices. We've also had lower
goods prices. The demand for goods and goods supply chains have normalized post the
pandemic. Those two factors have contributed to lower inflation in Canada, the US, the
Eurozone and even in the UK, but it's taking longer there.

There are still other large drivers of inflation which is why inflation is still double what the Bank
of Canada and the Federal Reserve would like it to be. One of those is shelter inflation which is
the price of lodging or housing. The good news is that house prices have stabilized and rents
have actually declined, particularly in the US where about a million apartments are currently in
the process of being finished. Supply of apartments is going to increase materially in the US.
Everybody. including us, sees the shelter component of inflation, which is pretty meaningful,
starting to contribute to the decline in overall inflation.

Mark: It's fair to say that shelter has been a big sticking point for inflation. However, shelter is
finally moving, so that's the good news.

Etienne: Yes. Goods are finally no longer inflating, energy prices have stabilized, hard to say for
how long and then shelter contributing to the downside. We'll continue to see improvement in
inflation towards the Fed and the Bank of Canada’s 2% target. The last piece of the puzzle for
inflation is really the service sector excluding housing. What's particular about that is a lot of this
value chain is driven by wages. It's very people-intensive and so the wage dynamics in the
economy have a large impact on that part of the inflation conundrum.

Mark: The real surprise obviously is that even with all of these rate increases and the
expectation of recession is that we've had no material move in the unemployment rate, which is
putting a lot of pressure on wages.



Etienne: That's the issue, and if you look at the Fed’s dot plot, they're forecasting unemployment
to move up almost a full percent by the end of next year. We need the labor market to soften to
finish this fight against inflation. In our minds, it's completely unrealistic to expect inflation to go
back to the 2% target if we don't get a significant reduction in the tightness of the labor market
and by extension, a significant economic slowdown. Historically, since the Second World War,
there's never been a time where the unemployment rate in the US or Canada goes up by more
than 50 basis points and we don't have a recession.

It would be quite unusual if this time around we managed to do that. That's why we still believe
that a slowdown is coming. It just takes time, and the cracks are starting to appear. We saw some
cracks in March with the banking turmoil. Lending conditions are very tight. We're starting to
see some defaults in lower-quality companies in the loan space. Delinquency rates in consumer
credit is starting to perk up. Personal bankruptcies are back above pre-COVID levels in Canada.

There's many little things that we are identifying that are telling us that we're at the end of the
credit cycle. These data points don’t jive for us when we look at the rich valuations in the high
yield market.

Mark: Yes, high-yield spreads are incredibly low right now. High yield valuations resemble
equity market valuations in that they both are pricing in a fairly rosy scenario (i.e. not much of a
recession and probably a soft landing). With that, our expectation is that, again, we think
inflation probably doesn't get to that 2% level this year. There's a shot at it next year, depending
on what happens with the recession severity. The good news is that we're pretty well done in
terms of additional interest rate hikes. Could we get an interest rate increase in Canada this year?
Probably unlikely, but possible. I think interest rate hikes are pretty well done, and it's the same
thing in the US.

So the good news is from an interest rate increase perspective, we're pretty well done. I guess the
bad news is that it looks to us like rates are going to be higher for longer until we get that desired
slowdown next year that moves the unemployment rate up and basically finishes off things with
inflation.

Etienne: There's not a chance in the world that they'll cut rates if unemployment rate is at cycle
lows. This is a fantasy. They will cut rates when the downturn happens.

Mark: Right now, for the first six months of the year, performance has been pretty good across
all our funds, the Diversified Bond Fund, our Liquid Alternative strategy, and the Credit Income
Opportunities fund all have relatively low duration. All the funds, depending on which one you
look at, are up in the low to mid single digits area. They're annualizing to potentially make mid
to high single digits this year, which is in line with our prior expectations.

Investment-grade credit moved out to 175 basis points over during that banking crisis earlier this
year, and as of today stand at 143 basis points, which is a pretty significant reversal. As we
touched on, high yield spreads right now are down to about 390 over, which to us makes
absolutely no sense. If you think that at some point we do get this slowdown, default rates will



go up. Certainly, if we go back to some of the last episodes where we had a recession, high yield
spreads went to the 800 basis point range.

Mark:. We don't really like high yield right now. We're still concentrated in investment grade
credit. We think that's the best place to invest on the planet right now. Good quality companies
are trading in the range of 5% to 6%. You'd only have to go back a year and a half ago, and we'd
be lucky to get 2% or 3% on a good quality company. We're really being given a gift right now.
Everybody knows we've talked a lot about discount bonds to improve the tax efficiency of the
fund. We continue to buy discount bonds anywhere we can with any companies that we feel
really good about.

The average price of the bonds we own across the portfolio is around $90.
Etienne: Yes, in the three funds.

Mark: We have a lot of tax efficiency. The yield in the funds right now is anywhere from 8% to
10%. They have a lot of yield, a lot of capital gain potential. We think things are positioned
really, really well. The last thing I just want to touch onis the characteristics of the portfolio. We
think a recession is coming, although the market thinks it's going to be a fairly soft landing. We
just want to make sure the portfolio is positioned appropriately.

We are pretty well positioned and almost everything that we wanted to do in terms of positioning
to tilt the funds to a more defensive posture has been done. The first thing that we've done is a
few options trades, one involving governments and one involving credit. You may want to touch
on that a little bit.

Etienne: Yes. As we approach the end of the cycle, and that's not a surprise for anybody, our
playbook has been to have less credit exposure because the yield curve is always inverted at the
end of the cycle. You can hide in the front end. Short-term bonds in credit yield quite a bit. As
Mark hinted at earlier, we own a lot of very short-dated investment-grade bonds that yield
anywhere from 5.5 to 7%. That’s where the bulk of the carry comes from and 30% of the
portfolios have bonds that mature inside of a year.

Mark: Yes. We have a lot of liquidity that we're hoping to put to work at attractive valuations.

Etienne: The nice thing is we get paid for this liquidity because the yield curve is so inverted.
That's the carry. The bulk of the portfolio is in the front end and IG and a little bit of high yield,
but the high yield we have left is very, very short and very high-quality high yield. Then what we
added, the other side of the barbell is a little bit of government bonds. 30-year government bond
exposure in Canada and the US. In the Diversified Bond fund, we bought 30-year government
bonds outright in Canada, and in all the funds, we layered TLT option exposure. TLT is the 30-
year US government bond ETF.

We added exposure to long-term government bonds through a combinations of calls and puts on
TLT. That affords us the ability to have a little bit of a margin of safety because of the way that
the trade is structured. Also, because we do it through options, we don't need to sell a lot of high-



yielding short-term paper to buy more government bonds. The overall government bond
exposure is about 12% in the Diversified Bond fund and 8% in the Liquid Alternative fund and
OM product.

So far this year, it's added a little bit of volatility because interest rates have not rallied yet, but
we know that typically as we enter recession, 10 and 30-year government bonds rally between
anywhere between 100 and 150 basis points. We expect to get some good capital gains from that
position when the recession finally happens. Then finally, we've also introduced a short position
in HYG. HYG is the US high-yield ETF, as we mentioned earlier, high yield is priced to
perfection right now.

Having this short position in high yield is also allowing us to potentially reduce the volatility of
the fund and generate some capital gains once recession hits. The nice thing is right now, if you
short HYG and you generate a bit of cash by shorting it, you can reinvest that cash in high-
quality, short-term commercial paper, for example. It almost fully offsets the carry cost of being
short HYG. We think this is a no-brainer at this point to have this almost flat carry credit hedge
in the portfolio.

Mark: To summarize all across the board, our funds yield depending on the mandate, around 8%
and as much as 10%. We have more liquidity in the fund because we want to be positioned if and
when that recession happens. We have government bond exposure to give us a little ballast. We
have hedges in credit to dampen out some of the volatility. The other thing that I'll touch on
briefly is that we have also basically really minimized sectors that we think will be vulnerable.

Obviously one of the most topical things right now is real estate and we really don't have too
much of that. We've reduced sectors that we think will be a little bit vulnerable. So the portfolios
have lots of yield, defensively positioned, and our expectation is that this year will be more about
carry than it will be about capital gains. With that said, I would also say that we’re fairly
optimistic about next year. Obviously we don’t want to be talking about next year too early, but
the way we’re thinking about it right now is this year is really going to be about carry and next
year will be about capital gains.

As I said, the funds are well positioned. We have good yield in them and the potential to make a
pretty good return from the income in the portfolio. If we're right, next year at some point we get
into recession, obviously, central banks will be cutting rates and at the point they start cutting
rates, then we'll see probably a pretty significant rally in all risk markets. With that, credit will
start to move. Then a lot of the corporate bonds that we bought over the years at these big
discounts will start moving back up to par.

Again, we're pretty constructive this year. We're really constructive next year. Overall, I would
say we're incredibly optimistic about fixed income just because we really, really get paid a lot
more to invest in governments and credit than we have in 15 years. This is, to me, the best
opportunity I've seen in ages. We don't have to go back that far where people would say, "Oh,
geez, can you give me 2% or 3%?"



Now it's easy for us to get 5%, 6%, 7% while not taking a lot of risk. I don't think that interest
rates are ever going to be as low as they were a year and a half ago because I think we're through
that cycle. Anyway, that's another discussion.

Etienne: That's it for us.
Mark: Yes.

Etienne: Thank you.
Mark: Thank you so much.

Etienne: Have a good day and enjoy the rest of the summer.

NINEPOINT DIVERSIFIED BOND FUND - COMPOUNDED RETURNS! AS OF JUNE
30, 2023 (SERIES F NPP118) | INCEPTION DATE: AUGUST 5, 2010

m YTD 3mM 6M 1YR 3YR 5YR 10YR Inception
Fund 0.1% 18% 00% 18% 06% -21% 04% 24% 3.0%

NINEPOINT CREDIT INCOME OPPORTUNITIES FUND - COMPOUNDED RETURNS'
AS OF JUNE 30, 2023 (SERIES F NPP507) | INCEPTION DATE: JULY 1, 2015

M YTD 3M 6M 1YR 3YR 5YR Inception
Fund 0.5% 3.3% 1.4% 3.3% 3.3% 4.3% 3.8% 4.2%

NINEPOINT ALTERNATIVE CREDIT OPPORTUNITIES FUND - COMPOUNDED
RETURNS' AS OF JUNE 30, 2023 (SERIES F NPP931) | INCEPTION DATE: APRIL
30, 2021

im YTD 3M 6M 1YR Inception
Fund 0.6% 3.2% 1.5% 3.2% 2.0% -2.4%

TAll Ninepoint Diversified Bond Fund returns and fund details are a) based on Series F units; b) net of fees; ¢)
annualized if period is greater than one year; d) as at June 30, 2023 ' All Ninepoint Credit Income Opportunities Fund
returns and fund details are a) based on Class F units; b) net of fees; c) annualized if period is greater than one year;
d) as at June 30, 2023. TAll Ninepoint Alternative Credit Opportunities Fund returns and fund details are a) based on
Class F units; b) net of fees; ¢) annualized if period is greater than one year; d) as at June 30, 2023.

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 fluctuate 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 offering memorandum before investing.



Ninepoint Credit Income Opportunities Fund is offered on a private placement basis pursuant to an offering
memorandum and are only available to investors who meet certain eligibility or minimum purchase amount
requirements under applicable securities legislation. The offering 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 five 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 offer 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 June 30, 2023 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 offer or solicitation by anyone in the United
States or in any other jurisdiction in which such an offer or solicitation is not authorized or to any person to whom it is
unlawful to make such an offer or solicitation. Prospective investors who are not resident in Canada should contact
their financial 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 effort 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 affiliates may collectively beneficially 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 affiliates 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 affiliates 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



