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Alternative Asset Trust Third Quarter 2022 Report: 
 
The MacNicol Alternative Asset Trust is a multi-strategy, alternative investment platform 
designed to generate returns that are positive and uncorrelated with public stock or bond 
markets. The Trust, through its underlying limited partnerships invests in real estate, 
private equity, and hedge funds. In total, the Alternative Trust is invested in more than 
150 separate real estate projects, private businesses, and hedge funds. The advantages of 
our approach to alternative assets include effective diversification, enhanced liquidity and 
a less volatile return profile compared to the individual asset classes themselves. 
 

Chart 1 – Investment Structure MacNicol Alternative Trust 

 
 
Alternative Trust Update: The goals of the Alternative Trust are to generate attractive 
risk-adjusted returns and help alleviate investor reliance on public market investments. 
During the 3rd quarter of 2022 the Trust was higher by approximately 3.5% in an 
environment that continues to grapple with geopolitical risk, high inflation, tightening 
monetary policy and fiscal policy mistakes in parts of Europe. The Trust’s positive third 
quarter result helped bring the 2022 year-to-date performance to 4.7% with the 
annualized rate since inception at 10.4%. As always, the performance figures referenced 
in this commentary account for any fees an investor in the Trust would pay and therefore 
do not require additional adjustment.  
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Third Quarter 2022 Highlights: 
 
As previously mentioned, the third quarter of 2022 was defined by many of the same 
investment themes that dominated the second quarter, but with the added complication of 
a widening gap between domestic investment opportunities in North America and those 
of Europe and Asia. Since we now hold both Canadian and US registration, domestic 
investors include our large base of Canadian clients and new investors in the United 
States. Where appropriate, we point out cross border currency factors, but for now take a 
perspective that is broader than even the 49th parallel. Global equity markets concluded 
yet another negative quarter in 2022. The MSCI ACWI ex-USA fell another 11.26% 
during the quarter, and this latest quarterly kerplunk dragged global equities down to 
27.19% for the year, well into bear market territory.  
 
By historical standards, global stock markets are oversold, but only technically and we 
are not as convinced that historical precedent provides guidance on when the situation 
shall improve. There are several factors putting pressure on both stocks and bonds in 
general but some of them clearly impact investments in the east more than the west. For 
example, in response to stronger inflation (but more specifically more persistent 
inflation) most of the world’s major central banks are raising interest rates and reducing 
the size of their balance sheets more forcefully than during past tightening cycles. 
Exceptions to tight money policies do exist but they include “special cases” like the Bank 
of Japan and the People’s Bank of China. These special cases offer investors little relief 
and aren’t all that “special” to investors here in North America. Geopolitical risk is high, 
and Russia’s war with the Ukraine, a conflict where no de-escalation is in sight, makes it 
higher on any given day. With respect to economic momentum, demand slack is 
beginning to signal economic fatigue, but the domestic economies of the west are fairing 
better than their global counterparts. Eurozone and UK economies are now in a de facto 
recession, and even professional economists struggle to paint an optimistic picture in 
Europe. German private sector business activity was lower during the third quarter and 
compounded by stubbornly high inflation primarily as a result of rising energy prices. 
Energy prices are a harbinger for German stocks. The MSCI Germany Index declined by 
nearly 16% during the quarter and it is yet unclear as to whether the situation will 
improve. The French economy, in contrast, recorded a slight increase in growth during 
September with a recovery in the services sector driven mainly by tourism. But with the 
onset of a cooler fall and winter, many of France’s cafes, museums and villas are 
preparing for quieter times ahead.  
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France has a reputation for producing excellent finance professionals, but this fact makes 
the 12.31% drop in MSCI France Index more worrisome to us. British manufacturing 
registered a sharp contraction in September, falling at the fastest pace in 18 months with 
inflationary pressures also running very high. British stocks, which for a time were 
outperforming, declined some 13.42% during the quarter, and added insult to injury for 
investors with exposure to the pound. The UK’s new Truss government required dramatic 
action by the Bank of England almost as soon as it took office’ and was the subject of our 
lead article in the firm’s general distribution commentary which is also out now. Back 
home in Canada, manufacturing PMI signaled contracting output in both August and 
September and an economy that is losing steam, with a deepening correction in housing.  
 
Indeed, there was no place to hide during the third quarter of 2022. No place to hide that 
is but the growing world of alternative assets. Well located private real estate, well run 
private businesses and hedge funds run by well trained and well incentivized managers 
proved that even in these appalling conditions, you can make money in 2022 if you 
simply eliminate the noise and stay focused on what matters. 
 

Chart 2 – Alternative Asset Trust Asset Mix, as of September 30th, 2022 
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Alternative Asset Trust: 3rd Quarter 2022 Overview 
 
As described in Chart 2 on page 3, the Trust’s overall asset mix changed only slightly 
during the third quarter. Minor asset mix changes masked a quarter that was active in 
terms of new investment activity and realizations. We will draw your attention to the 
salient features of more notable alternative asset transactions, noting that if at any point in 
time, you seek additional clarification or guidance, it is our pleasure to assist.  
 
North American Private Real Estate: 360 Degree US Realty Income Fund  
 
The Alternative Asset Trust invests in North American real estate through the MacNicol 
360 Degree US Realty Income Fund. The 360 Fund focuses on value-added projects in 
the United States and Canada while also providing investment capital to residential and 
commercial mortgages providers. In total, the 360 Degree Fund holds over 150 real estate 
projects across 6 well defined product types described in Chart 3 and in select locations 
illustrated in Chart 4. 

 
Chart 3 – 360 Degree Fund Product Mix, as of September 30th, 2022 

 
 

Compared to the second quarter of 2022, the fund’s position in multifamily residential 
and industrial assets was higher as the third quarter ended and this is consistent with the 
Portfolio Manager’s guidance and expectations earlier in the year.  



MACNICOL & ASSOCIATES ASSET MANAGEMENT INC. 
 

 

 
 
5 | Page 

 
Also consistent with our view on office and retail assets, these categories featured lower 
allocations during the quarter but for differing reasons. In our office portfolio, and in the 
interest of caution, partners elected to implement voluntary reductions in the net asset 
value of certain core assets. On the other hand, retail assets, some of which were vacated 
during the quarter, were not replenished with new retail assets, and we discuss this below. 
Prior to doing that, we highlight the fund’s geographic exposure, and disclose our 
activities relating to the destructive Hurricane Fiona.  
 
Hurricane Fiona Update: 
 
In the waning days of the third quarter, the powerful Hurricane Fiona was approaching 
Florida’s West coast. Prior to Fiona making landfall, the Portfolio Manager spoke with 
all of equity partners in the state to confirm that: a) staff and tenants of the buildings were 
safe and accounted for and b) to verify that any of the buildings in Fiona’s path were 
fully insured against storm surge and wind damage. The 360 Degree fund owns several 
assets in Florida, and we are extremely pleased to communicate that none of them 
sustained damage that would temporarily or permanently impair the ability of the asset to 
generate “NOI” or net operating income. Chart 4 below highlights the fund’s geographic 
mix at the end of the third quarter, where no changes were seen compared to the second 
quarter.  

 
Chart 4 – 360 Degree Fund Geographic Exposure, as of September 30th, 2022 

 
“VETCOM” markets consist of Vancouver, Edmonton, Toronto, Calgary, Ottawa, and Montreal 
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360 Degree US Realty Income Fund 3rd quarter performance review 
 
During the third quarter of 2022, the fund was lower by 4.2% in local currency terms 
though higher by 2.8% to Canadian investors. A heavy allocation to US multifamily 
residential assets in southeast growth markets, in addition to US industrial assets helped 
Canadian investors offset tighter Canadian lending standards and a slowdown in domestic 
housing.  
 
360 Degree US Realty Income Fund 3rd Quarter: asset class highlights 
 
Multifamily Residential: By now most investors know that American multifamily 
residential real estate is our favorite alternative asset class, and the 360 Degree Fund’s 
exposure to this area is consistent with this view. But a large allocation to anything, even 
residential real estate requires heightened monitoring, and a keen sense of what is 
happening at the ground level. Through the early part of 2021 we observed a relatively 
dwindling number of investment opportunities relative to a normal year such as 2019. 
Many properties that did transact did so for prices that we could not justify. Capital 
continued to chase the narrow quantity of multifamily deals that came to market and 
pushed valuations too levels with which we did not agree. In recent quarters, markets 
have opened, and we are seeing the initial stages of a busy final quarter of the year. An 
increased volume of deals has already started to hit the market, but we remained focused 
on only those deals that are conservatively underwritten, attractively priced, and most 
likely to produce strong long-term returns to our investors.  
 
Industrial: Growth in e-commerce penetration is expected to accelerate in top tier 
markets where there is a convergence of logistics infrastructure and population. Many of 
these global gateway markets are found in markets we know and invest in. According to 
the World Economic Forum, an estimated 70% of the new value created in the economy 
over the next decade will be based on digitally enabled platform business models. 
American e-commerce sales are forecast to grow at a cumulative average growth rate of 
18% over the next five years, adding approximately $900 billion in e-commerce sales. 
Importantly, American e-commerce penetration is expected to increase to 21.5% by 2025 
from 14% today. These figures bode well for the fund as global comparisons in Europe 
and Asia suggest a long and stable runway. China’s e-commerce penetration rate, at 51% 
in 2021, was significantly higher than that of the US. Britain’s 28% rate of e-commerce 
penetration in 2021 while not as impressive as the Chinese, signals that Americans have 
many more clicks yet to make before they catch up to their global counterparts.  
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Who would have thought that the safest way to gain technology exposure is by owning 
the buildings online retailers so badly needed to bring products to your doorstep even 
more quickly.    
 
Commercial Real Estate (CRE):  Investment activity in the US commercial real estate 
property sector simply overwhelmed the final quarter of 2021, increasing in volume 
following the pandemic. Last year’s nearly $809 billion into commercial property deals 
exceeded the prior year’s haul by over 80% but in our opinion the more relevant 
comparison is the previous pre-pandemic record high (in 2019) which 2021 eclipsed by 
35%.  Increasing optimism around income growth has outweighed broader economic and 
business concerns bringing the US real estate sector back to the forefront of investor 
appetites. Despite omnipresent media attention to higher rates and more stringent lending 
requirements, our own appetite for US real estate is modest in comparison to foreign 
investors looking for a safe and reliable place to park capital. 
 

 
[As investors in US multifamily and industrial assets, tables like this one from Deloitte make us smile. 

Multifamily served an increased helping of the foreign investors’ appetite, coming in second only to industrial at 
just under 30%.  Foreign investors have previously targeted the sector nearly two-thirds less than domestic 

investors, though the shift into multifamily as of late likely comes from the added benefits of annual rent level 
resets as income protection during a period of high inflation and wage growth.] 
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Office: Return to work has progressed more slowly in the wake of the pandemic and 
demonstrated success in virtual conferencing services. But as senior leaders in many 
organizations are now calling workers to get back to their desks, a marked increase in 
office utilization rates has been observed. Ultimately, the future of office both here in 
Toronto and in the US is a function of tenant need and tenant evaluation. More CFOs and 
corporate managers are assessing the extent to which remote working or hybrid work 
policies are on balance positive to their businesses, and this is resulting in lease deals that 
are taking longer to close. But lease deals are closing it is just that investors will need to 
focus on assets that will be most attractive to tenants, like those that differentiate with 
location, amenities, and flexibility.  
 
Retail. You might think that, based on our asset class highlight of industrial, we view 
retail properties as lumbering dinosaurs from the past. But retail foot traffic, sales and 
leasing have improved since the peak of the pandemic. Retail outlets in malls are 
adapting and evolving from basic walk in, point-of-sales locations to important “hubs” 
for retailers’ omni channel sales platforms. Retail store fronts are important for brand 
development and for driving sales through to the end consumer. Investment demand for 
enclosed retail assets continues to be subdued while demand for unenclosed properties 
remains robust. The fund was an on-balance seller of retail during the quarter, but we 
engage in frequent discussions on the topic to stay acclimatized of developments. 
 
360 Degree US Realty Income Fund 3rd quarter: transaction summary 
 
During the 3rd quarter, the fund acquired an equity stake in Orlando, Florida based Luma 
at Headwaters. Luma is a 328-unit, 4-story multifamily community completed in 2020 
and offers studio, one, two, and three-bedroom garden-style residences that range from 
600 - 1,323 square feet in twelve unique floor plans. The apartment’s feature quartz 
countertops, stainless steel appliances, deep under-mount sinks with chef-sprayer faucets, 
oversized closets, contoured garden tubs, and washers and dryers. Luma is well situated 
off S. John Young Parkway, adjacent to the International Drive tourism corridor. The 
location is convenient to several major employers and tourist attractions such as Sea 
World, the Orange County Convention Center, and the future Universal Epic Universe 
Orlando theme park all within 5 minutes of the property. As with many of our recently 
orchestrated multifamily deals, Luma was consummated off market and through more 
complicated diligence, and this is the primary way in which the fund was able to avoid 
overpaying and thus compromising on exit multiple.  
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[Residents can enjoy Luma's best-in-class amenity package and spend time in the well-appointed pool areas with 
grilling areas and social spaces. Additional on-site amenities include a bark park, pet salon, state-of-the-art 

fitness center, connected yoga/spin studio, remote office space, clubhouse with billiards, and more. Investors can 
enjoy the building’s 2020 vintage and competitive positioning in the marketplace.] 

During the quarter, the fund received exit distributions from a partnership with 13th Floor 
Investments. The distributions represent the net return of 1.7x of contributed capital in 
the partnership and were generated by the recent closings of minority retail positions, 
Grove Plaza and a mixed retail asset anchored by a Chevron fuel station. 

 
 

[Grove Plaza has approximately 125 feet of frontage on South Dixie Highway, which has a traffic count of more 
than 100,000 vehicles per day.] 
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[ Chevron “MiMo” (Miami Modern) was a 0.53-acre parcel improved with a 4,000 square foot operating gas 
station, convenience store, and car wash, in June 2011. The property sits on a well-located corner at the entrance 

of the rapidly evolving historic sub-market, MiMo District, in Miami, Florida.] 
 
Real Estate: Industry News 
 
One of our recent real estate partner additions to the fund, Bridge Investment Group 
recently launched the $1.7 billion Bridge Workforce and Affordable Housing Fund II. 
Bridge Investment Group engages in the real estate investment management business in 
the United States. It manages capital on behalf of approximately 100 global institutions 
and 6,500 individual investors across approximately 25 investment vehicles. The 
company was founded in 2009 and is headquartered in Salt Lake City, Utah and Fund II 
is not only 3 times the size of Fund I which launched in 2017, but also the biggest 
workforce and affordable housing fund ever. The fund is of course an investor in certain 
Bridge Investment Group vehicles though not the workforce and affordable housing Fund 
II and we anticipate receiving an update from them on December 1st, 2022, as part of the 
real estate property forum. 
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Real Estate: Closing Remarks 
 
Higher rates, higher prices and even higher risk climate events like Hurricanes are all 
reasons to not invest in real estate. So why then do many institutions and high net worth 
individuals do it? We think the answer is strength. Strong demand for assets, a strong 
recovery in debt markets that has reduced volatility in capital costs, strong capital flows 
from both domestic and foreign investors and strong capital commitments from 
institutional investors leave us feeling confident. And so, we do feel confident about the 
360 Degree Fund’s existing holdings. 
  

 
But institutional real estate is not an infallible magic market elixir that can be left on its 
own. The MacNicol Investment Team will continue to scrutinize all incoming financial 
performance data from the fund’s properties and property partnerships leaving nothing to 
chance.   
 
Private Equity: MacNicol Emergence Fund 

 
Private equity is an alternative asset class comprised of capital that is not found on public 
stock exchanges. Through direct ownership in private companies, equity co-investments 
in private companies and limited partnerships that hold several private companies, the 
Emergence Fund invests in a range of technology, data analytics and artificial 
intelligence and venture capital strategies and lends to growing companies and which are 
quantified by their allocations in Chart 6 on page 12. 
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Chart 6 – Emergence Fund Sector Allocation, as of September 30th, 2022 
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During the third quarter of 2022, the Emergence Fund was higher by 3.1 percent. Private 
equity secondaries and data analytics companies dominated returns and offset weakness 
in digital currencies.  As described in Chart 7, Emergence increased its position in direct 
private company holdings, which we comment on in detail below. Most other features of 
the fund’s investment portfolio were unchanged compared with the previous quarter.  

 
Chart 7 – Emergence Fund Investment Vehicle Mix, as of September 30th, 2022 
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Private Equity Portfolio: Activity 
 
During the quarter, the fund supplied additional capital to two portfolio companies: 
Jurissa Financial Holdings and RealVision. In the case of Jurissa Financial Holdings, 
which will be more fully discussed in October’s monthly webinar, we supplied equity 
capital in a series A2 financing that pertains to the company having been given 
permission to form and organize as a bank, and therefore to build a capital base of what 
the banking sector terms Tier 1 capital. In the case of RealVision, strong company 
fundamentals led us to act on a right of first refusal share offering, at an attractive entry 
point. A right of first refusal deal is a contractual right to enter a business transaction with 
a person or company before anyone else can. If the party with this right declines to enter 
into a transaction, the obligor is free to entertain other offers. The fund was also offered 
the opportunity to acquire a RealVision convertible note which, among other things, 
gives Emergence a discount of between 10%-20% on next funding round, and a 25% 
change of control premium. As the third quarter commentary went to distribution, a 
definitive agreement around the convertible had not been made.  
 

 
 

RealVision recenly dropped prices. Not always something you want to hear. We 
discovered that the company’s lowest price tier is the smallest from a revenue standpoint, 
only about $4 million in trailing 12-month revenues expected here. However, for the last 
2 years, the company has performed well on upselling engaged ‘essential’ subscribers, 
and therefore ultimately increasing total revenues through engagement and not just 
number of users. In order to break even over the lifetime of a customer RealVision would 
only need to bring in 11% more users at the $99 price point than the $239 price point and 
this is a risk worth taking. But by far the investment making the bigest splash in the fund 
during the quarter was the addition of Australian electric surfboard maker Fliteboard.  
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Fliteboard sales began as online reservations in March 2018. The company then started 
exhibiting at major boat shows such as the Cannes Yachting Festival which created 
demand and offered exposure to showcase products to potential resellers. Formally 
launched in the United States in October of 2019 at the Fort Lauderdale Boat Show, US 
sales steadily grew to represent half of the company’s sales. New regions such as the 
Middle East, Asia, South America have grown organically and have a lot of potential 
once more structured plans are in place in these regions. The Emergence Fund believes 
that over time, sales at Fliteboard can reach $200 million ($50 million already) and we 
look forward to updating you on how this new investment opportunity takes flight.  
 
Hedge Funds: MacNicol Absolute Return Fund 

  
The objective of the MacNicol Absolute Return Fund is to generate positive returns under 
most market and economic conditions, and to have little or no correlation to the US and 
Canadian stock markets. During the third quarter of 2022 the fund was higher by 
approximately 5%. The most notable impact on the fund was the commitment on the part 
of central banks to bring inflation under control, despite the inherent risks to the growth 
outlook. Equity and fixed income markets alike felt the impact of tighter, more restrictive 
policy. Higher sovereign yields led to negative returns for most fixed income markets last 
month. As indicated in Chart 8 on the following page, multi-strategy funds represented 
the funds largest segment. Drilling down the equity long/short strategy was the third 
largest contributor to the multi-strategy segment. The equity long/short strategy held a 
relatively low net exposure to stocks in the quarter.  
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The global macro strategy was the second largest contributor to the performance during 
the quarter with the primary drivers being positioning in rates and currencies. Statistical 
or programmatic trading, a market neutral strategy was the multi-strategy segments top 
performer during the quarter. Statistical programs are inherently volatile and may employ 
substantial gross or net exposure but feature perhaps the least emotional allocators at the 
controls: computer programs. Adding to performance in the quarter was the fund’s 
position in small capitalization specialist managers which benefitted from the run up in 
the US dollar. Small companies tend to operate more domestically and thus do not have 
to contend with (as many) currency cross currents as larger companies do. Emerging 
Market distressed debt and high yield investments were lower during the quarter, and the 
Portfolio Manager continues to engage our Partners there for more insight.  
 

Chart 8 – Absolute Return Fund Strategy Mix, as of September 30th, 2022 

 
Overall, however, the fund’s investment strategy mix as detailed in Chart 8 was 
comparable to that seen last quarter.  

 
Absolute Return Fund: Activity 
 
During the quarter, we added to the fund’s position in the Universa tail risk strategy, 
which began to add value in late September due to the event risk surrounding Hurricane 
Fiona and the policy challenges experience in Britain.  
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Closing Comments 
 
The third quarter of 2022 was a positive one for the Trust and while we are generally 
pleased with underlying holdings, we continue to engage sponsors and partners in active 
discussions about what they are doing to better protect and grow our clients’ capital. We 
also continue to actively sort through new investment opportunities for the Trust, and we 
look forward to bringing those to you when the Trust completes it 2022 campaign in the 
fourth quarter. Before concluding, we feel we would be remise if we did not acknowledge 
you our valued investor. The pages of this commentary, by definition, deal with the 
performance of the investments we make for you. But we don’t always acknowledge the 
trust you have placed in us through your savings. We appreciate that trust, and we 
appreciate you, and even during these appalling market conditions, we have experienced 
nary a hint of redemptions in the Trust or it’s Partnerships and we thank you for that.  
 
For more about the MacNicol Alternative Asset Trust or the services we offer to private 
investors please feel free to contact us at toll free: 1 866 367 3040 or 1 416 367 3040 – 
info@macnicolasset.com. 
 
MacNicol & Associates Asset Management Inc. 
October 2022 


