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Investment Highlights
 Three Point Capital was incorporated as a Mortgage
Investment Corporation (“MIC”) in February 2017. Its focus
is on first mortgages on owner occupied residential properties
in Western Canada.
 At the end of 2017, the fund had $57 million in mortgage
receivables (gross) across 249 properties.
 First mortgages accounted for 92% of the portfolio at the end
of 2017. The portfolio was reasonably diversified with
approximately 72% of the portfolio in British Columbia
(“B.C.”), 17% in Saskatchewan (“SK”), and the rest in Alberta
(“AB”) and Manitoba (“MB”).
 The average mortgage size was $229k at the end of 2017, with
a low loan-to-value (“LTV”) of 56%.
 Management and directors own a total of 5.83 million shares,
or 12.8% of the total outstanding shares. Including
management and the board’s family members’ holdings, the
total investment is 10.26 million shares, or 23% of the total.
Six out of the seven members of the board are independent.
 Investors received a return of 7.08% in 2017. Management’s
goal for 2018 is 7% - which we believe is relatively high
compared to other private MICs focused on first mortgages.
We believe this is likely because the Manager passes 100% of
the origination and lender fees to the MIC.
 We are initiating coverage with an overall rating of 2- and a
risk rating of 2.

*see back of report for rating definitions
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Overview of
MICs

The Government of Canada introduced MICs in 1973, through the Residential Mortgage
Financing Act, to make it easier for small investors to participate in the residential mortgage
and real estate markets. A MIC typically provides short-term (typically one year) loans secured
by real estate properties in Canada. MICs, like other non-bank lenders, do not conform within
the strict lending guidelines of banks and other traditional lenders. MICs are more flexible in
their lending guidelines, and therefore, can offer individually structured / tailor made loans to
meet the specific requirements of a borrower. Also, banks have lengthy due diligence
processes, and are typically not able to meet borrowers’ quick capital needs. All the above
reasons allow non-bank lenders, including MICs, to charge a higher interest rate on their loans
compared to banks / institutional lenders.
The following chart shows the business model of a typical MIC:

Source: CMHC


Almost all MICs are externally managed by the founders through a separate management
company, which originates and manages mortgages for the MIC. In return, the
management company earns asset management and/or a performance fee from the MIC,
and usually receives 100% or a portion of the origination fees received from the borrower.
In Three Point’s case, 100% of the origination fees are passed on to the fund.



A MIC’s revenues primarily come in the form of interest earned from borrowers.



MICs finance their mortgage portfolio through debt (banks) and equity (investors).



After deducting management / origination fees, loan interest and other operational
expenses, MICs pay out net income as dividends to investors.

MICs pay no corporate tax and act as a flow-through entity. In order to avoid entity level
taxation, a MIC has to pay 100% of all of its income as dividends to investors. MIC dividends
are treated as interest income for tax purposes. A key benefit of MIC shares for investors is
that they are eligible for registered plans such as RRSPs, RESPs, TFSA, etc. As 100% of the
income is distributed, the value of a MIC’s share should remain the same (allowing for capital
preservation) unless the MIC suffers a capital loss.
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MICs are governed by Section 130.1 of the Income Tax Act. In order for an entity to maintain
its status as a MIC, it has to comply with several rules; a few of the key rules are listed below.


Invest at least 50% of the assets in residential mortgage loans, cash and CDIC (Canada
Deposit Insurance Corporation) insured deposits.



Have a minimum of 20 shareholders, and no shareholder can own over 25% of the total
outstanding shares.



All MIC investments must be in Canada.



May invest up to 25% of its assets directly in real estate, but cannot be involved in
development or construction.

Approximately 85% - 90% of the mortgages in Canada are originated by federally or
provincially regulated entities such as chartered banks, credit unions and caisses populaires.
The remaining mortgages are originated by lenders that are either partially regulated or totally
unregulated. MICs account for a major share of the unregulated mortgage lending sector in the
country. They are considered unregulated as they are not subject to federal government
mortgage lending rules, such as reserve requirements and loan to value limits. This is primarily
because unlike banks and the other major financial institutions, MICs do not take deposits.
Note that MICs are audited / regulated by their respective provincial securities commissions,
so the term ‘unregulated’ only applies to the federal mortgage lending rules.
In a recent market study conducted for the Canada Mortgage Housing Corporation (“CMHC”),
we estimated that there are approximately 200 MICs in the country. Based on the quality of
data we were able to gather from publicly available information, company websites,
management interviews and surveys, we shortlisted 89 entities. These 89 entities, we estimate,
held a total of $8.75 billion in mortgages at the end of 2017. Since our database includes all of
the large MICs (over $100 million), we estimate that our study represents at least 75% of the
total mortgages held by the MIC industry. This implies a total market size of approximately
$11 - $12 billion.
Overview of
Three Point

The following section provides a background on the MIC and its manager.
Three Point Capital was incorporated in February 2017 to purchase a portfolio of performing
mortgages as part of a re-organization of Paradigm Mortgage Investment Corporation. The
MIC began operations in June 2017, after acquiring approximately $49 million of mortgages
from Paradigm in exchange for 39,789,727 shares, and the assumption of $9.30 million of debt
from TD.
Paradigm was founded in 1994 as Mission Creek Mortgage Ltd by Donald Crompton and Rae
Meier. Its name was subsequently changed to Paradigm Mortgage Investment Corporation in
2012. Paradigm was focused on residential and commercial mortgages in Western Canada.
Upon reviewing Paradigm’s audited financial statements, we estimate that the fund reported
write-offs totaling approximately $47 million over the 5-year period from 2012 to
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2017. Despite these write-offs, management reports that Paradigm’s annual return on
investment from inception still averaged 6.82% p.a. The losses were a result of uncollectible
interest and the fund’s exposure to large land development properties, which Three Point does
not lend on. In our discussions, management indicated that Paradigm still expects to recover
a total of $7 million for their shareholders ($3.7 million recovered to date) as the largest
development loan has just been approved for bare land strata, and sales have commenced.
At the time of the purchase of performing mortgages by Three Point from Paradigm, Paradigm
had approximately $23 million in non-performing loans on large development properties.
Paradigm’s management decided to sell the fund’s performing mortgages (totaling $49
million) to Three Point Capital, and start the process to wind up Paradigm over 3 - 5 years.
The sale of Paradigm’s performing mortgages, and migration of Paradigm’s investors over to
Three Point Capital, was completed on June 28, 2017.
Of the $49 million mortgages purchased, approximately $3 million (or 4.2% of the total) were
purchased at a discount as they were either in default or in foreclosure. Three Point has agreed
to refund to Paradigm any amount received in excess of the original purchase price. Paradigm
has provided a corporate guarantee for up to $1.50 million for three years on 55 mortgages
totaling $13.46 million (of which, $3.09 million was impaired at the end of December 2017).
Paradigm is currently conducting an orderly wind down, and is not engaged in any new
originations.
Another key aspect of the transaction is that in order to reduce or eliminate substantial
registration fees, the registrations of the acquired mortgages were not changed from Paradigm
to Three Point. Although Paradigm holds legal title to the mortgages, they are merely a
nominee and Three Point is the sole beneficial owner as per Declaration of Trust Agreements
signed by both companies.
To run Three Point, a new CEO (Ryan Lee) was appointed. Mr. Lee has nearly 20 years of
experience in real estate, mortgage lending and private capital markets. The Manager of Three
Point is Three Point Capital Management Corp., which was incorporated in 2001. The manager
does not originate or administer loans for third-parties. Three Point and its predecessors
have originated approximately $679 million in mortgages since 2004, and currently
originates approximately $5 million per month.
In return for their services, the manager charges an annual management fee (paid monthly) of
1.95% of the Assets Under Management (“AUM”) by the MIC, but receives no fee for
origination of each loan. 100% of the origination fees are passed on to the fund. The fee drops
to 1.75% p.a. when the AUM is between $100 and $150 million, and to 1.50% when the AUM
is over $150 million. Overall, we believe the management fee and operating expenses of
the MIC are towards the lower end of comparable MICs of similar size, which are
typically in the 1.0% to 2.0% p.a. range. We estimate that the management fee and operating
expenses, net of revenues from the origination fees received, of Three Point, were
approximately 1.4% of the net mortgage receivables in 2017.

 2018 Fundamental Research Corp.

“10+ Years of Bringing Undiscovered Investment Opportunities to the Forefront “

www.researchfrc.com

PLEASE READ THE IMPORTANT DISCLOSURES AT THE BACK OF THIS REPORT

Page 5

Management /
Board

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 interest of the company. The MIC has a seven member board of
directors, of which, six are independent and do not hold any management position.
Management and directors own a total of 5.83 million shares, or 12.8% of the total outstanding
shares. In total, key management personnel, directors, and their immediate families hold
10.26 million shares, and $1.1 million of promissory notes. The high equity ownership
(relative to comparable MICs) strongly aligns management and the board’s interest with
investors. The shares have voting rights – a feature that further enhances alignment of interest.
Most comparable MICs do not offer any voting rights to investors.

Source: Company

As shown in the table above, the Manager is owned by six individuals. We consider this
a good sign as it lowers key person risks. Management has also formed a related company
(as a capital raising arm) named Three Point Capital Marketing Corp (TPCM). TPCM is
entitled to receive sales commissions for new capital raised for the MIC.
Brief biographies of the management and directors of the MIC, as provided by the company,
follow:
Donald J. Crompton - Chairman
Don Crompton, along with co-founder Rae Meier, founded Paradigm Mortgage Corporation
in 1994. Don has a Bachelor of Commerce degree in Urban Land Economics and is the former
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President of Carruthers & Meikle real estate brokerage firm (1972-2003) and the former
National Director for Young Life of Canada (2003-2012). Don is also the Past Chair of the
Real Estate Council of British Columbia as well as Past Chair of Real Estate Errors and
Omissions Corp Ltd.
Ryan G. Lee – President
Ryan Lee has a Bachelor of Commerce Degree in Finance from the University of Calgary
followed by completing the Canadian Securities Course from the Canadian Securities Institute
and the Mortgage Brokerage course from Sauder School of Business at UBC. Ryan has nearly
20 years of experience in real estate, mortgage lending and private capital markets and was
formerly the President of a national private capital investment firm. Ryan is a licensed
mortgage broker in the Province of British Columbia.
Bradley D. Graham
Brad Graham spent 19 years with TD Bank Commercial Banking and was the TD commercial
banker assigned to Paradigm Mortgage. In 2009 Brad left his position at TD Bank to join
Paradigm Mortgage as their Portfolio Manager. Brad is now the Chief Credit Officer and
Portfolio Manager for Three Point Capital. Brad is a licensed mortgage broker in the
Provinces of British Columbia and Alberta. He is also a member of the Mortgage Brokers
Association of British Columbia and a member of the Alberta Mortgage Brokers Association.
Marylyn W. Needham
Marylyn Needham is a highly skilled Chartered Professional Accountant. Marylyn is also a
Director of the B.C. MIC Managers Association (BCMMA) and the former Chief Financial
Officer of Royal LePage Kelowna. Marylyn is now the Vice President and Chief Financial
Officer of Three Point.
Leanne P. Wilson
Leanne Wilson began her career as the assistant to Paradigm Mortgage co-founder Rae Meier
and eventually grew into the role of President & CEO of Paradigm. Leanne is currently Three
Point Capital’s Chief Operating Officer. Leanne is a licensed mortgage broker in the
Provinces of British Columbia and Alberta, a member of Mortgage Professionals Canada and
a member of Mortgage Brokers Association of British Columbia.
Francis R. Braam
Director of the company since February 23, 2017; Director of Paradigm since November 5,
2014 and also from 2004 to 2009. Principal and Director of Royal LePage Kelowna, a real
estate agency, since 1997. Past President of Brokers Council of BC and past Director of
Okanagan Mainline Real Estate Board (Strategic Planning).
Duncan R. Kippan
Director of the company since February 23, 2017 / Director of Paradigm since 1994. Retired,
Licensed Real Estate Agent after 43 years in residential sales and development.
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Alan R. MacKenzie
Elected as a Director of the company in 2018. Recently retired from Sun Life Financial as a
Financial Planner for 28 years. Director of Paradigm from 2011 to 2014.
Richard J. Pushor
Director of the company since February 23, 2017 / Director of Paradigm since 2014. Retired
lawyer and founding partner of Pushor Mitchell LLP, the largest law firm in BC outside of the
Lower Mainland.
Grant R. Turik
Director of the company since February 23, 2017. Licensed Realtor with Royal LePage
Kelowna (real estate agency) since 1998. Director of Paradigm since 2011. Three decades of
experience in residential real estate throughout the Okanagan Valley.
Joseph F. Ungaro
Director of the company since February 23, 2017. Director of Paradigm since 2014. Licensed
Realtor, Royal LePage Kelowna, a real estate agency, since 1997 and Hoover Realty Ltd. from
1980 to 1997. Four decades of experience in residential, multi-family developments,
commercial real estate and development projects.
Investment
Mandate

The following points highlight management’s key investment strategy for the MIC:
 The MIC’s primary focus is on first mortgages (at least 80% of the portfolio) on already
built residential properties to homeowners primarily in, or within 50 km of urban centres
in Western Canada.
 The primary target property types are single-family dwellings, duplexes, townhouses, and
condominium units. The MIC also invests a small portion of the portfolio in commercial
properties (multi-family residential properties / retail / office buildings) and residential
construction projects. Residential construction cannot exceed 15% of the portfolio or $10
million. Commercial mortgages cannot exceed 10% of the portfolio. The company is
currently not lending on any additional commercial properties beyond what was acquired
from Paradigm.
 Maximum LTV of 75% at the time of origination of already built residential properties,
50% on vacant residential land, and 65% for residential construction and commercial
mortgages.
 Mortgages over $500k require approval of one director.
 Maximum loan amount is $1 million.
 No single loan to account over 2% of the portfolio.
 The primary focus is on mortgages with a term of 1 year.
The following table presents sample mortgages.
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Source: Company

Our discussions with management indicated that Paradigm used to lend to large development
projects and commercial properties, some of which went into default. Three Point’s lending
guidelines and investment philosophy are significantly different and specifically prohibit such
lending. As mentioned in the previous section, Three Point’s strategy is strictly focused on
lower risk first mortgages on residential homes in urban locations. No mortgage will exceed
$1 million.
Overall, we believe management’s guidelines are in line with industry best practices and
indicate their intent to manage a portfolio with low to medium risk levels.
Portfolio
Review

The following section presents a detailed analysis of the fund portfolio’s key parameters.
At the end of 2017, the MIC had $57 million in mortgage receivables (gross) across 249
properties, up 16% from $49 million across 238 properties at the end of July 2017. The
following chart shows the growth in the portfolio.

Data Source: Company
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Mortgages by Type: Approximately 79% of the mortgages were on residential properties,
11% on residential construction, 3% on vacant land, and 7% on commercial properties. These
commercial mortgages were acquired from Paradigm. Considering Three Point’s primary
focus is on residential properties, we believe the portfolio’s exposure to commercial mortgages
is likely to drop as existing mortgages are paid out.
Mortgages by Type
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Data Source: Company

Mortgages by Priority: First mortgages accounted for 92% at the end of 2017.

Data Source: Company

Mortgages by Region: At the end of 2017, approximately 72% of the portfolio was in B.C.,
17% in SK and the rest in AB and MB. The chart below shows the distribution of mortgages
by region. Management’s proposed mix by the end of 2018 is B.C. (75%) : SK (10%): AB /
MB (15%). We believe geographical diversification is vital to reduce exposure to region
specific risks.
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Data Source: Company

The following image shows the mortgages by city / region. Okanagan dominates the mix with
approximately 49%. The remaining 51% of the portfolio is relatively well diversified. From
our discussions, management expects to continue to diversify across western Canada while
minimizing exposure in Greater Vancouver, reducing exposure in Saskatchewan, and
considering expansion into select markets in Ontario, outside of the Greater Toronto Area.

Source: Company
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Mortgages by Size: The average mortgage size at the end of 2017 was $229k. B.C. had the
highest average ($254k), while SK had the lowest average ($181k). Management expects the
portfolio average to stabilize at $250k.

Data Source: Company

At the end of 2017, approximately 65% of the mortgages were under $0.25 million, 34% were
between $0.25 million and $1 million, and 1% were over $1 million. Note that this 1% of
mortgages over $1 million was acquired from Paradigm as Three Point does not lend on
mortgages over $1 million.

Data Source: Company

Mortgages by Duration: At the end of 2017, approximately 92% of the portfolio had terms
of 12 months or less versus 98% at the end of July 2017. Note that a lower duration generally
implies lower risk.
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Data Source: Company

Lending Rate: The following chart shows the interest rates charged to borrowers.
Approximately 83% of the mortgages had rates between 7% and 10%.

Source: Company

Loan to Value (LTV): The portfolio’s LTV was 56% at the end of 2017. As the MIC is
focused on first mortgages, we believe the portfolio’s LTV is likely to stay below 65%.
Market Outlook The following chart shows the average home price in Vancouver and Toronto – Canada’s two
key housing markets.
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Source: TREB and REBGV

The B.C. government recently announced plans to introduce new measures to stabilize housing
prices. Among the new measures, the key ones include raising the existing 15% foreign buyer
tax to 20%, introducing a new property tax targeting out-of-province home owners, and axing
the program that offered interest-free loans to first-time homebuyers.
As a result of the new measures, Vancouver’s February 2018 real estate sales dropped for the
first time since July 2017. Sales subsequently dropped by 30% in March 2018. Sales declined
across all property types.

Source: Real Estate Board of Greater Vancouver

Despite the drop, the average price increased 1.1% MoM, and 17.9% YoY, in March 2018.
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Source: Real Estate Board of Greater Vancouver

The sales to active ratio was 30% in March 2018, versus 47% in March 2017. Generally, a
sales to active ratio of over 20% indicates a seller’s market (strong price environment).
However, we remain very cautious and expect the new measures to continue to impact sales
in the near-term. Note that the introduction of foreign property tax in 2016 had impacted
sales in the first half of 2017. We note that the entire mortgage lending industry will be
significantly impacted from a market downturn. In such a scenario, MICs with low LTVs and
lower duration will have an edge over others. We expect Three Point’s low LTV of 56% at the
end of 2017, to provide a reasonably good cushion.
The Bank of Canada has raised the overnight lending rate three times over the past 12
months – first in July 2017, second in September 2017 and the third in January 2018.

Source: Bank of Canada

Rising bond yields, we believe, are a strong indication that Three Point’s mortgage rates will
rise this year.
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GOC Bonds – Average Yield – 1 to 3 years

Source: Bank of Canada

In October 2017, the Office of the Superintendent of Financial Institutions (OSFI) announced
new mortgage guidelines. Starting 2018, all uninsured loans will be subject to a stress test.
Previously, only insured borrowers had to undergo such a test. Sources indicate that the new
policy could result in a 20% reduction in a buyer’s purchasing power. We believe the new
regulations clearly indicate the government’s intent to stabilize the real estate market in the
country, and potentially avoid a major downturn. The tighter lending policies, we believe,
are likely to encourage more borrowers to seek financing from MICs. A recent article on
the Financial Post mentioned that mortgage brokers indicate the borrower rejection rate by
large banks is up 20%, resulting in a stronger deal flow for MICs.
The other factors that are likely to contribute to an increase in lending, and partially offset the
impact from the expected slowdown in real estate sales and the rising interest rate
environment, we believe, are decreasing unemployment rates (see chart below), and relatively
low default rates.

 2018 Fundamental Research Corp.

“10+ Years of Bringing Undiscovered Investment Opportunities to the Forefront “

www.researchfrc.com

PLEASE READ THE IMPORTANT DISCLOSURES AT THE BACK OF THIS REPORT

Page 16

Although there was a rise in mortgage arrears during recessions (mid-1990s and 2008-2009),
rates have dropped considerably since 2010, as shown in the chart below. The national average
had dropped to 0.24% by the end of Q3-2017, down from 0.28% at the end of 2016. BC’s rate
dropped from 0.33% in 2015 to 0.16% by Q3-2017, and ON’s dropped from 0.16% to 0.10%.
AB’s rate increased from 0.27% to 0.44%.

Source: CMHC

The Canadian national average is significantly lower than the default rates in the U.S. (see
chart below).
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Source: CMHC

The following table shows the average, minimum and maximum rates in Canada since 2002.

Data Source: CMHC

Financials

The company’s financial statements are audited by Grant Thornton LLP. At the end of
2017, the fund had 42.61 million shares outstanding. Approximately 39.79 million were issued
to the previous shareholders of Paradigm.
The MIC intends to raise capital through three channels:
1. Exempt Market Dealers – the MIC is offering sales commissions of up to 5% of the
gross proceeds raised (paid upfront), plus a 1% p.a. trailer to third-party EMDs.
2. IIROC members - trailer fees of up to 1% p.a.
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3. The company may also pay commissions (up to 5% and no trailer) to TPCM for new
capital raised.
There is no market or exchange that the shares trade on. They are eligible for redemption, at
book value, at any time. As per the OM, the MIC will not have to redeem if there are
redemption requests totaling more than 10% of the total number of shares outstanding per
year. A redemption fee is applicable to new investors to offset the 5% commission paid
upfront. The penalties will be 3% within the first year, 2% within the second year, 1% within
the third year, and nil penalties after that. We believe that penalties for early redemption are
not unusual for MICs that pay out a relatively high sales commission.
In 2017, the MIC generated $2.58 million in revenues and reported $1.48 million in net
income. As operations started in June, the 2017 figures only represent six months performance.

YE – December 31st

We estimate that Interest + Other income as a percentage of mortgage receivables was 9.02%
p.a. in 2017. The dividend yield (dividends as a percentage of invested capital) was 6.88% p.a.
in 2017.
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Note that the above figures may be slightly different from the figures reported by Three Point due to the difference in the
method of calculation. We used the average of the opening balance, and year-end balance of the mortgages outstanding, and
invested capital, to arrive at the above figures.

According to the MIC, investors received 7.08% in 2017, exceeding management’s target of
6.50%. The regular dividend for 2018 is 6% p.a. (paid monthly), with a special dividend likely
to be paid at the end of the year. Management’s target yield for 2018 is 7% - which we
believe is relatively high compared to other private MICs focused on first mortgages. We
believe this is likely because the Manager passes 100% of the origination and lender fees to
the MIC. The following table shows management’s guidance for 2018:

Source: Management Guidance
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In 2017, the MIC had nil realized losses. At the end of the year, a loan loss provision of $0.18
million, or 0.33% of the portfolio, was assigned. We estimate that comparable MICs typically
assign 0.5% - 1.25% of their portfolios as loan loss provisions. The low loan loss provision,
we believe, is an indicator of the portfolio’s health.

Data Source: Company
Another point to consider in the above table is the high reinvestment rate – implying investors’
conviction in the management team.
The following table shows a list of all the discounted mortgages in the portfolio, totaling $3.1
million (as of December 31, 2017). Not all mortgages listed are impaired, or in foreclosure,
but were discounted as part of the purchase agreement from Paradigm due to their higher loan
to value.

 2018 Fundamental Research Corp.

“10+ Years of Bringing Undiscovered Investment Opportunities to the Forefront “

www.researchfrc.com

PLEASE READ THE IMPORTANT DISCLOSURES AT THE BACK OF THIS REPORT

Page 21

Source: Company
At the end of 2017, $4.8 million of mortgages were in arrears (60+ days), or 8.5% of the total.
Not all mortgages in arrears are considered impaired by the company. However, $3.09 million
of the arrears are mortgages that have been guaranteed by Paradigm. Three Point believes that
there is adequate security underlying the delinquent mortgages that the $1.5 million guarantee
will sufficiently cover any realized impairment losses on the guaranteed mortgages.
The following table shows a summary of the company’s balance sheet. At the end of 2017, the
MIC had $57.13 million (net) in mortgage receivables. Management’s goal is to grow its
portfolio to approximately $65 million by the end of 2018.

Data Source: Financial Statements
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Line of credit – The company has a credit facility with TD Bank for $25 million at the bank
prime rate plus 1.00%. At the end of 2017, the outstanding balance was $11.51 million. In
addition, the company had $3.43 million in promissory notes (prime rate less 0.5%) payable
to shareholders. We estimate that comparable MICs typically use debt levels ranging between
20% and 40%. The interest coverage ratio was strong and was 7.0x in 2017.
Risk

Investors are exposed to the following risks:
 Loans are short term and need to be sourced and replaced quickly.
 Timely deployment of capital is crucial.
 A drop in housing prices will result in higher LTVs, and higher default risk, as the value of
collateral decreases.
 Shareholders’ principal is not guaranteed, as the NAV per share could decrease from current
levels (as a result of loan losses). Shareholders are also not guaranteed minimum
distributions.
 The fund has the ability to use leverage, which would increase the exposure of the fund to
negative events.
 Although the MIC’s primary focus is on first mortgages, it may invest in second mortgages
which carry higher risk.
 Annual redemptions may be limited to 10% of the total invested capital.

Rating

We are initiating coverage with an overall rating of 2-, and a risk rating of 2. Our rating
reflects Three Point’s above average expected yield to investors for a MIC primarily focused
on first residential mortgages.
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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.
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

 2018 Fundamental Research Corp.

“10+ Years of Bringing Undiscovered Investment Opportunities to the Forefront “

www.researchfrc.com

PLEASE READ THE IMPORTANT DISCLOSURES AT THE BACK OF THIS REPORT

