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Peyto’'s RLI 17.2 years at
the time, not 10.5 years
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Energytrust
sector leads
strongmonth

PENGROWTH REBOUNDS

Reserve Life index
helps you factor in
depleting resources

By Eric KIRZNER

It was another strong four|
weeks for income trusts, whichl||

extended their 2004 gains.

The leader was the energy trust |
sector, where the average income |
trust fund in the CIBC World |
tracking universe |

recorded a 9.5% gain over the |

past month. Energy, with 2 6.9% |
loss, was the weakest sector in |
the previous month when con- |
cerns about a writedown of re- |
serves by Pengrowth Energy |

Trust, one of Canada’s largest en- |

ergy trust based on market capi- |
talization, had a dampening ef- |

Markets

_properties in general are ba:
non-renewable resources. ffo ana-|

fect on the entire sector. Pen-
growth rebounded with an 11%
gain over the past month al-
though the units have lost 10.3%
in the year to date, including div-
idends received. Thus far in
2004, the average energy trust
has recorded a 3.8% total return,
although the average is skewed
upward by the 31.4% return of
the relatlvely small (market capi-
talization is only $356 million)
Enterra Energy.

The average cash-on-cash yield
in the energy trust sector is 13.3%,
down from last month. Cash-on-
cash yields run relatively high in
this sector since the underlying

yze an energy trust properly you
should measure the cash-on-cash
yield against the expected life of
the property, or the Reserve Life
index. The RL1is calculated by di-
viding the reserves by the annual
rate of production. The shorter
the RLI, the faster the reserves
and portfolio assets will be deplet-
ed and the sooner the investment
will cease to pay off. Income trusts

based on renewable resources, |
such as power generating stations |

or that are based on contmumg
businesses, which should spin
cash in perpetulty, are not sub_]ect
to this pot
cordingly, the cash-

on-cash yields, at 7.7% for the
power trusts and 8.7% for the
business trusts, are commensu-
ratelylower.

THE POWER GROUP

The 16 funds in the CIBC Power
and Pipeline group recorded an
average return of 3.9% over the
month, leaving the sector ahead
by 6.1% on the year on a total re-|
turn basis. The leader of the
group is Boralex Power Income|
Fund, which owns and operates
10 power-generating stations i 1y
Quebec and the United Stat

tal return thus
lor NGL,

In general power and pipeline
are the most sensitive to interest |
rate changes and have the more
pronounced fixed income style|
characteristics. |

See TRUSTS on Page FP9

This statement from the U of T
professor is seriously flawed for
the following reasons:

1.Every trust has a different
payout ratio. The cash on cash
yield does not necessarily reflect
how much is being paid out.

2.Every business, whether its an
energy business or an automotive
business has to invest capital in
order to be sustainable. There is
no such thing as a business that
can spin cash in perpetuity without
additional capital investments.

3.In order to differentiate between
investments you must look at the
assets and you must also evaluate
how profitably the business
invests capital.




