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Investment Highlights
 Alitis Private REIT (“fund”) was formed in March 2016 with
the objective of offering investors the potential to generate a
7% to 10% p.a. return over a 5 – 7 year hold period, through
investments in Canadian and U.S. based income producing
real estate investments, and potential long-term capital
appreciation from real estate development projects.
 The fund of funds structure allows the fund to lower
investment-specific risks, by holding diversified investments.
 The fund’s manager, Alitis Investment Counsel Inc., was
formed in 2009, and currently manages a total of six funds
with $279 million under management.
 Management’s current focus is primarily on private funds
focused on development stage multi-family residential
properties.
 At the end of 2017, the fund had $27.38 million in
investments across 18 investments, up from $19.29 million
across 11 investments at the end of 2016.
 The Net Asset Value (“NAV”) was $11.76 per unit at the end
of 2017, versus $10.41 per unit at the end of 2016.
 We estimate the total return (including realized and
unrealized capital gains) in 2017, was 13.5%, exceeding
management’s target of 7% - 10% p.a.

*see back of report for rating definitions

Risks
 Shareholders’ principal is not guaranteed, as the NAV per
unit could decrease from current levels.
 The fund has ability to use leverage, which would increase its
exposure to negative events.
 Redemptions are not guaranteed.
 Timely deployment of capital is crucial.
 There is no guaranteed return on investment.
 Investments in private funds are not as liquid as investments
in public companies.
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Overview and
Manager

The fund was created as an open-end investment trust in March 2016, with Alitis Investment
Counsel Inc. as the manager. The manager, incorporated in March 2009, is primarily owned
by Cecil Baldry-White. The fund and the manager are based out of Campbell River, B.C.
Alitis is registered as:
 a portfolio manager with the securities commissions in British Columbia, Alberta,
Saskatchewan, and Manitoba, and
 an investment fund manager with the securities commission in British Columbia.
The manager currently manages six funds, as shown below. We had published a report on
Alitis Mortgage Plus Pool on October 26, 2017, with an overall rating of 2 (Very Good
Return to Risk) and a risk rating of 2 (Below Average). As of June 2018, the funds
totaled $280 million in assets, up from $253 million as of October 2017.

Source: Management

Brief biographies of the key management team of Alitis, as provided by the manager, follow:
Cecil Baldry-White, President & CEO / Director
Cecil Baldry-White has over 30 years’ experience in the financial services industry, almost
all of which has been focused on working with retail clients in Campbell River and other
areas of British Columbia. Prior to the formation of Alitis in 2009, Mr. Baldry-White was a
Branch Manager and Investment Advisor at the Campbell River Branch of Dundee
Securities Corporation and its predecessor companies, Cartier Partners Securities Inc. and
Great Pacific Management Co. Ltd. During his time with these firms, he has built the
business from a one-man operation to a team of 5 fully licensed financial advisors and a
support staff of 6 managing approximately $225 million in client assets. Mr. Baldry-White
has also served on the board of the Campbell River Community Foundation and the
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Development Advisory Planning Commission of the City of Campbell River. Mr. BaldryWhite’s qualifications include the Canadian Investment Manager (CIM) designation,
completion of the Branch Managers course, completion of the Options Supervisors course, a
Bachelor of Science in Forestry (BSc) degree from the University of British Columbia in
Vancouver, B.C., and the attainment of a Level II Life License.
Kevin Kirkwood - Chief Investment Officer
Kevin Kirkwood has over 25 years’ experience in the financial services industry primarily in
the areas of investment analysis, portfolio design, and compliance. In addition to his roles as
Chief Investment Officer and Chief Compliance Officer with the Manager, Mr. Kirkwood is
also the President and part owner of Global Portfolio Review Inc., a consulting firm focused
on helping retail brokers design and manage investment portfolios for their clients. Prior to
starting Global Portfolio Review Inc. in 2005, Mr. Kirkwood was employed as an
Investment Advisor with Dundee Securities Corporation after that company acquired Cartier
Partners Securities Inc. (“CPS”) in 2004. At CPS, Mr. Kirkwood held the position of Chief
Operating Officer and Director, Investment Portfolios with Cartier Partners Portfolio
Management. Prior to these positions, Mr. Kirkwood was the Manager, Specialty
Investments for CPS and its predecessor firm, Great Pacific Management Co. Ltd. Mr.
Kirkwood’s qualifications include the Chartered Financial Analyst (CFA) designation, a
Master of Business Administration (MBA) degree from McMaster University in Hamilton,
Ontario, and a Bachelor of Arts (BA) degree from the University of British Columbia in
Vancouver, B.C.
Aileen Collings - Executive Vice President
Ms. Collings provides strategic planning for the company and oversees the investment
management, compliance, operations, finance, business development and marketing
departments. She is also Chair of Alitis’ Investment Committee Governance Board. Ms.
Collings has over 25 years’ experience in the financial services industry; in an advisory
capacity, working with retail client advisors and as an executive in national securities and
insurance distribution. Ms. Collings was former Head of Wealth Planning and National
Director of Tax & Estate Planning for a number of large national Investment Dealers. Prior
to joining Alitis as EVP, she provided Alitis strategic business planning consulting services
through her firm Blue Ocean Wealth Strategists Inc. Earlier in her career Ms. Collings
rounded out her professional development with public practice experience as a Chartered
Accountant. As an Investment Industry Professional, Ms. Collings has completed multiple
securities and insurance industry, business planning, facilitation, in-depth tax and financial
planning courses. She is a Certified Financial Planner (CFP), Trust and Estate Practitioner
(TEP) and holds the CPA, CA designation. She is a member of the Society of Trust and
Estate Practitioners and the Canadian Tax Foundation.
Stacey Blyth MBA, CAMS - Chief Operations Officer / Chief Compliance Officer
Stacey Blyth is the Chief Compliance Officer and Chief Operating Officer of Alitis
Investment Counsel and has over 20 years’ experience in the financial services industry in
the areas of Regulatory and Anti-Money Laundering Compliance, Privacy and Operations.
Her specialty is working with firms through periods of strategic growth and change. She has
worked across a broad spectrum of financial industries including Securities, Insurance, Asset
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Management, Retail and Commercial Banking, Alternative Lending and Internet Commerce.
Prior to joining Alitis Stacey worked regionally, nationally and internationally based out of
Vancouver, Toronto and the Caribbean, respectively. As an Investment Industry
Professional, Stacey completed multiple securities industry courses including CSC, BMQE,
PDO and number of others. She is a Certified Anti-Money Laundering Specialist (CAMS)
and associate member of the Association of Certified Fraud Examiners. Stacey completed a
Master of Business Administration (MBA) at Queens University in Kingston Ontario.
We believe that the board of a company should include independent or unrelated directors
who are free of any relationships or business that could materially interfere with the
director’s ability to act in the best interests of the company. The manager currently has
one director - Cecil Baldry-White, who is not independent. Management holds 0.7% of
the total units outstanding.

Source: Offering Memorandum

Investment
Mandate

The fund was formed to offer investors the potential to generate an annual yield from a
diversified portfolio of income generating real estate investments, with a potential for longterm capital appreciation. Management’s target return is 7% to 10% over a 5 - 7 year hold
period. Although the fund is not restricted from holding individual securities, its primary
focus is on investments in limited partnerships, funds, pooled products, real estate
investment trusts, exchange-traded funds, closed-end funds, mortgage investment
corporations, etc.
The "Fund of Funds" structure allows the fund to lower investment-specific risks by holding
diversified investments across geographic regions, and property types. This structure can
also improve liquidity. The fund intends to invest in investments focused on income
producing and development projects in Canada and the U.S. Although there is no target
allocation for each property type, management expects to have at least 75% of the portfolio
in income producing properties, with a special focus on multi-family residential properties.
As the market is currently more conducive / cheaper to develop and build such
properties (instead of purchasing already existing properties), management is more
focused on development / construction stage properties. We believe, such properties offer
potential for capital gain as well as near-term income potential.
Management anticipates that, over the long-term, publicly-listed investments will account for
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15% of the portfolio while private investments will account for 85%. Public investments
will not exceed 30% of the total.

Source: Manager

No single investment will account for over 15% of the portfolio.
The fund may use debt to leverage performance (up to a maximum of 25%). As per the
Offering Memorandum, management monitors and reviews the fund’s investments on a
regular basis, and will align / realign the weighting of each investment based on their
investment strategy.
Management looks for the following key factors in their investments:





manager must have a minimum track record of at least 10 years in real estate
investing.
must have managed or developed at least $200 million of real estate with current or
previous firms.
Maximum allowable time to liquidity for an individual investment is 10 years.
Maximum weighted average time to liquidity for the portfolio as a whole is 5 years.

The following table shows investors’ returns on a few of the well-known REITs in the U.S.
and Canada. Returns to investors fell over a wide range (3.7% p.a. and 11.5% p.a.),
indicating that investors have to be really selective in order to find attractive opportunities in
the sector.
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Source: FRC / Company Websites / Sedar

Portfolio
Details

The following chart shows a summary of Alitis Private REIT’s holdings since inception.
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Source: Offering Memorandum

At the end of 2017, the fund had $27.38 million in investments across 18 investments,
up from $19.29 million across 11 investments at the end of 2016. The fair value of $27.38
million reflects a gain of 15.3% from the cost of $23.75 million. Approximately 4.6% of the
portfolio was invested in a Mortgage Investment Corporation, 66.2% in Canadian real estate
funds, and 29.2% in a U.S. real estate fund. Since the year-end, the investment in the MIC
was sold. The fund had no investments in publicly traded securities.
Currently, 55% of the portfolio is invested in income producing properties (generating rental
revenues), and 17% in projects under development that are being built to be retained as
income-producing properties. The remaining portfolio is exposed to developments where the
underlying properties are intended to be sold.
Market Update

The following chart shows the average home prices in Vancouver and Toronto – Canada’s
two key housing markets.
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Source: TREB and REBGV

Despite a significant drop in the sales to active ratio in both markets, housing prices continue
to remain strong in both markets.

Source: TREB and REBGV

We believe the strong rental market in both Vancouver and Toronto suggest a healthy
outlook for multi-family residential properties (the fund’s key focus). For example, despite
the expected slowdown in real estate sales, Vancouver’s rental market remains extremely
tight, with rental rates at historical highs, and vacancy remaining low.
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The following table from a recent Goodman Report showed that the total number of
apartment units in the City of Vancouver has only increased by 0.6% p.a. from 2010 to 2017.
Apartment units in suburban areas increased at 0.5% p.a.

According to the Goodman Report, 17,229 units are currently under
construction/development/planning in Metro Vancouver. These units will take at least five
years to be completed, and will not be sufficient to meet demand as Vancouver’s annual
population is growing by 30,000–35,000.
We expect rising mortgage rates will also increase demand for rentals. The Bank of Canada
(“BoC”) has raised the overnight lending rate four times over the past 12 months (July
2017, September 2017, January 2018, and July 2018).
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Canada - overnight lending rate

Source: Bank of Canada

Structure

The fund offers three types of units to investors:

Source: Offering Memorandum

Class F units are offered through securities dealers, while Class D and Class E units are
offered through Alitis to its private clients. Class D units are held by clients with over $1
million with Alitis. The units have voting rights, which we believe is positive for investors.
There are no sales commissions / trailer fees charged on any of the units.
Management Fees – Management fees (paid monthly) range between 0% and 1.10% p.a. of
the NAV depending on the type of units. We believe the average fees of comparable funds
fall in the 1.0% to 1.5% range. Management also receives a performance bonus of 20% of
the returns in excess of the hurdle rates shown in the table above. We estimate that the
performance bonus of comparable funds typically fall in the 5% to 15% range, but their
hurdle rates are lower (typically 5% to 7%).
As of May 2018, 2.65 million units were outstanding, of which, 40.6% of them were Class D
units and the remaining 59.4% were Class E units.
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Source: Offering Memorandum

There is no market or exchange that the units trade on. The units are non-transferable. They
are eligible for redemption, at the NAV, upon submitting a redemption request. The fund
recently amended its redemption policies, which will apply to all unitholders (existing and
new). As of July 2018, a redemption penalty of 5% applies if the request is made within the
first 12 months of investment or if less than 6 months notice is given. There is no penalty if
the units are held for at least a year, and if six months’ notice is given. We believe this is a
better feature than comparable funds as most comparable funds have redemption penalties in
the first few years. The trust will not redeem more than 1% of the NAV per month.
Redemption proceeds may be made with cash, promissory note or underlying assets of the
REIT.
The fund has arrangements with the following third parties. The financial statements are
audited by KPMG LLP. The NAV of each class of units is calculated every month by SGGG
Fund Services Inc.
Service Providers

Trustee

Custodian

NAV Calculations

Auditor

BNY Trust Company of
Canada
Qtrade Institutional Services
/ BMO Capital Markets

SGGG Fund Services Inc.

KPMG LLP

Source: Offering Memorandum

SGGG also handles unitholder recordkeeping as well as the general fund administration for
the pool.
Financials

The following table shows a summary of the income statement since inception. We have
reviewed all the audited financial statements.
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YE – Dec 31st

Source: FRC / Offering Memorandum

Revenues grew from $1.05 million in 2016 (9 months of operation) to $3.98 million in 2017.
Interest revenues were $0.53 million, realized gain from sale of investments were $0.34
million, and unrealized gains were $3.11 million in 2017. Since inception, the company has
reported total realized gains on the sale of investments of $0.30 million. The change in
valuation of investments (unrealized) is due to the value of the holdings being adjusted to
fair market value.
Net income increased from $0.85 million ($0.37 per unit) in 2016, to $3.34 million ($1.42
per unit) in 2017.
The distribution policy of the fund is to distribute net realized income on a quarterly
basis and net realized capital gains annually (at the end of the year).
Revenues as a percentage of investments were 17% p.a. in 2017. Excluding unrealized gains,
revenues were just 3.72% p.a. The net income was 14.30% p.a. of investments.
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 Note that the above figures may be slightly different from the figures reported by the fund due to the
difference in the method of calculation. We used the average of the opening balance, and year-end balance of
the investments, and invested capital, to arrive at the above figures.

Source: FRC / Offering Memorandum

We estimate that distributions as a percentage of invested capital was only 0.45% in
2017. This is because the net income (excluding unrealized gains) was only 0.9% of the
invested capital. Note that as the fund is currently significantly invested in development
projects, management expects returns to come primarily from capital gains. We estimate the
total return (including realized and unrealized capital gains) in 2017, was 13.5%,
exceeding management’s target of 7% - 10% p.a.
The following table shows a summary of the fund’s balance sheet.
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Source: FRC / Offering Memorandum

At the end of 2017, the fund had $27.38 million in investments, up from $19.29 million at
the end of 2016. The fund had no debt.
Risk

We believe the following are the key risks of this offering (most of the risks mentioned
below are industry specific):
 Shareholders’ principal is not guaranteed, as the NAV per unit could decrease from
current levels.
 The fund has ability to use leverage, which would increase its exposure to negative
events.
 Redemptions are not guaranteed.
 Timely deployment of capital is crucial.
 There is no guaranteed return on investment.
 The fund may invest in publicly listed entities; such investments are exposed to daily
volatility in share prices.
 Investments in private funds are not as liquid as investments in public companies.
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Rating

Based on our review of the offering, management track record, and our outlook on the
target markets, we are assigning an overall rating of 3+ (Good Return to Risk Ratio),
with a risk rating of 3 (Average Risk) on the fund.
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Fundamental Research Corp. Rating Scale:
Rating – 1: Excellent Return to Risk Ratio
Rating – 2: Very Good Return to Risk Ratio
Rating – 3: Good Return to Risk Ratio
Rating – 4: Average Return to Risk Ratio
Rating – 5: Weak Return to Risk Ratio
Rating – 6: Very Weak Return to Risk Ratio
Rating – 7: Poor Return to Risk Ratio
A “+” indicates the rating is in the top third of the category, A “-“ indicates the lower third and no “+” or “-“ indicates the middle third of the category.
Fundamental Research Corp. Risk Rating Scale:
1 (Low Risk)
2 (Below Average Risk)
3 (Average Risk)
4 (Speculative)
5 (Highly Speculative)

Disclaimers and Disclosure
The opinions expressed in this report are the true opinions of the analyst about this company and industry. Any “forward looking statements” are our best estimates and opinions based upon
information that was provided and that we believe to be correct, but we have not independently verified with respect to truth or correctness. There is no guarantee that our forecasts will
materialize. Actual results will likely vary. The analyst and Fundamental Research Corp. “FRC” does not own any shares of the subject company, does not make a market or offer shares for
sale of the subject company, and does not have any investment banking business with the subject company. Fees have been paid by the issuer to FRC to issue this report. The purpose of the
fee is to subsidize the high costs of research and monitoring. FRC takes steps to ensure independence including setting fees in advance and utilizing analysts who must abide by CFA Institute
Code of Ethics and Standards of Professional Conduct. Additionally, analysts may not trade in any security under coverage. Our full editorial control of all research, timing of release of the
reports, and release of liability for negative reports are protected contractually. Distribution procedure: our reports are distributed first to our web-based subscribers on the date shown on this
report then made available to delayed access users through various other channels for a limited time. The performance of FRC’s research is ranked by Investars. Full rankings and are available
at www.investars.com.
To subscribe for real-time access to research, visit http://www.researchfrc.com/subscription.htm for subscription options. This report contains "forward looking" statements. Forward-looking
statements regarding the Company and/or stock’s performance inherently involve risks and uncertainties that could cause actual results to differ from such forward-looking statements. Factors
that would cause or contribute to such differences include, but are not limited to, continued acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of
the Company's new product lines/services; competitive factors; new product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other
risks discussed in the Company's periodic report filings, including interim reports, annual reports, and annual information forms filed with the various securities regulators. By making these
forward looking statements, Fundamental Research Corp. and the analyst/author of this report undertakes no obligation to update these statements for revisions or changes after the date of this
report. A report initiating coverage will most often be updated quarterly while a report issuing a rating may have no further or less frequent updates because the subject company is likely to be
in earlier stages where nothing material may occur quarter to quarter.
Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING THIS INFORMATION AND
MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE. ANYONE USING THIS REPORT ASSUMES FULL RESPONSIBILITY FOR
WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO.
ALWAYS TALK TO YOUR FINANCIAL ADVISOR BEFORE YOU
INVEST. WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO DEPENDS ON ONE’S RISK TOLERANCE, OBJECTIVES, SITUATION, RETURN ON OTHER ASSETS,
ETC. ONLY YOUR INVESTMENT ADVISOR WHO KNOWS YOUR UNIQUE CIRCUMSTANCES CAN MAKE A PROPER RECOMMENDATION AS TO THE MERIT OF ANY
PARTICULAR SECURITY FOR INCLUSION IN YOUR PORTFOLIO. This REPORT is solely for informative purposes and is not a solicitation or an offer to buy or sell any security. It is
not intended as being a complete description of the company, industry, securities or developments referred to in the material. Any forecasts contained in this report were independently prepared
unless otherwise stated, and HAVE NOT BEEN endorsed by the Management of the company which is the subject of this report. Additional information is available upon request. THIS
REPORT IS COPYRIGHT. YOU MAY NOT REDISTRIBUTE THIS REPORT WITHOUT OUR PERMISSION. Please give proper credit, including citing Fundamental Research Corp
and/or the analyst, when quoting information from this report.
The information contained in this report is intended to be viewed only in jurisdictions where it may be legally viewed and is not intended for use by any person or entity in any jurisdiction where
such use would be contrary to local regulations or which would require any registration requirement within such jurisdiction
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