
 

Siddharth Rajeev, B.Tech, MBA, CFA 
 

 
 
 

November 5, 2019 

 

 
© 2019 Fundamental Research Corp.                    “15+ Years of Bringing Undiscovered Investment Opportunities to the Forefront”                         www.researchfrc.com 

PLEASE READ THE IMPORTANT DISCLOSURES AT THE BACK OF THIS REPORT 

Antrim Balanced Mortgage Fund Ltd. – Reports Record Revenues and Net Income in FY2019  

 

Sector/Industry: Real Estate Mortgages                     Click here for more research on the company and to share your views 

 

 
 

 
 

 
 
 

 
 

 
 
 

 

 
*see back of report for rating definitions 

Highlights 

➢ As of June 30, 2019, Antrim Balanced Mortgage Fund Ltd. 

(“fund”, “Antrim”) had $567 million in mortgage receivables 
(up 19% YoY) secured by 1,668 properties (average - 

$340k).  
 

➢ Antrim remains the largest private Mortgage Investment 

Corporation (“MIC’) in the country. 

 

➢ Revenues grew 32% YoY to $43 million in FY2019 (12 
months ended June 30, 2019). Net Income grew 35% YoY to 

$34 million in FY2019. Both figures are the company’s 
highest ever since inception in 2007.  

 

➢ Despite a 19% increase in portfolio size, we believe the 
MIC’s risk profile remains unchanged. The focus continues 

to be on first mortgages on owner-occupied single-family 
houses in the Greater Vancouver area. 

 

➢ We are slightly concerned over a significant increase in 
foreclosures, to 3.8% of the portfolio, by the end of FY2019 

(1.4% at the end of FY2018). The fund had zero realized 
losses in FY2019.  

 

➢ With the Vancouver market showing signs of stabilization, 

we have a cautiously optimistic outlook for new originations 
over the next 12 months. This is likely to be partially offset 
by a lower interest rate environment.  

 

➢ We expect investors’ yield in 2020 to be in the 6% - 7% 

p.a. range depending on the type of shares held.  

 

 
 

 
  

 

https://www.researchfrc.com/
http://www.researchfrc.com/
https://www.researchfrc.com/website/company/antrim/


 

Page 2 

 

 

© 2019 Fundamental Research Corp.                    “15+ Years of Bringing Undiscovered Investment Opportunities to the Forefront “                        www.researchfrc.com 
PLEASE READ THE IMPORTANT DISCLOSURES AT THE BACK OF THIS REPORT 

Antrim 

Maintains Its 

Position as the 

Largest Private  

MIC  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

We estimate there are approximately 200 MICs / Mortgage Investment Entities (“MIEs”) in 
the country. In a recent report conducted for the Canada Mortgage Housing Corporation / 
CMHC, we estimated that the Assets Under Management (“AUM”) held by MICs / MIEs 

across the country, grew approximately 10% YoY to $12.5 billion by the end of 2018, versus 
the country’s total residential mortgage credit growth of 1.50% YoY. Antrim is the fifth 

largest MIC / MIE, and the largest private MIC. Note that Romspen Mortgage 
Investment Corporation is a private entity, but is not structured as a MIC.  
 

Largest 10 MICs by Portfolio Size (2018 Year-End) 

 
*This chart reflects Romspen’s Canadian Portfolio. 

Source: Company Filings 

 
The following table shows how Antrim’s portfolio compares to the average of nine other 
direct comparables (lenders focused on mortgages to owner-occupied residential units). All 

these entities have over $100 million in assets, with mortgages focused almost exclusively 
on individual borrowers.  

 
Antrim vs Comparables 

 
Source: Various Companies / FRC 
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As shown above, Antrim has a higher exposure to first mortgages, limited use of 

leverage, and correspondingly lower risk and yield. Antrim’s portfolio is heavily 
concentrated in B.C., while most of the comparables are more geographically diversified. 

Antrim’s average LTV, loan size, and delinquent / foreclosure rates are similar to the 
averages. 

 
Antrim Investments Ltd., incorporated in November 1973, is the fund’s Manager. The 
manager currently has four in-house mortgage brokers (unchanged since the time of our 

previous report in November 2018) that exclusively originate mortgage loans for the fund 
through referrals by a network of over 200 third-party brokers, who are typically paid a one-

time finder’s fee.  
 

The manager currently originates approximately $250 million per year for the fund. They do 

not originate or administer loans for third parties. The Manager typically receives a 
brokerage fee of 1% on first mortgages, and 2% on second mortgages, at the time of 

origination. These origination fees are not passed on to the fund. We believe this is a 
common practice by private MICs. In FY2019, the average management fee, trailer fee, 

and G&A expenses of the fund, were approximately 1.56% of the mortgage receivables 

outstanding, versus 1.55% in FY2018. We believe this is in line with industry averages. 
 

At the end of FY2019, management held 3.07% of the total preferred shares, versus 3.3% at 
the end of FY2018.  
 

The following chart shows average home prices in Vancouver and Toronto.  
 

 
Source: TREB and REBGV  

 

Vancouver’s real estate sales, which declined every month on a YoY basis from February 
2018 to June 2019, were up 24% YoY in July 2019, 16% YoY in August 2019, and 46% in 
September 2019. The average price was down 7% YoY in September 2019, and 0.3% MoM.  
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Source: Real Estate Board of Greater Vancouver 

 

The sales to active ratio was 19% in September 2019, versus 12% in September 2018. 

 
Source: TREB and REBGV  

 

With the Vancouver market showing signs of stabilization, we have a cautiously 

optimistic outlook for new originations over the next 12 months. This is likely to be 
partially offset by a lower interest rate environment. Despite the steady benchmark rate, 

mortgage rates in Canada have been declining (as shown below), primarily due to the overall 
weakness in the economy.  

 

 
Source: Ratehub 
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As of June 30, 2019, the fund had $567 million in mortgage receivables (up 19% YoY) 
secured by 1,668 properties (average - $340k), up from $478 million by 1,328 properties 
(average - $360k) as of June 30, 2018.  

 

The percentage of first mortgages decreased slightly YoY (from 77% to 76%). The 

percentage of first mortgages in the portfolio has been over 75% over the past few years, 
indicating management’s strategy to maintain a low risk-profile. First and second mortgages 
accounted for 98.9% of the total at the end of FY2019, versus 98.7% at the end of FY2018.  

The following chart shows the distribution of mortgages.  
 

Portfolio Size 

 
Data Source: Manager / Prepared by FRC 

 

The average value per mortgage decreased by 6% to $340k, and has been on a declining 
trend since 2017. We believe a lower average, typically, implies lower risk. 

 
Data Source: Manager / Prepared by FRC 
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The largest loan in the current portfolio is a $3.28 million loan (previously - $3.38 million).   
 

Mortgage Term: At the end of FY2019, 100% of the mortgages had a term of less than 12 

months, up from 87% at the end of FY2018. We believe lower duration (term) implies lower 
risk. 

 

 
Data Source: Manager / Prepared by FRC 

 
Type of Mortgage: Approximately 97% of the mortgages were secured by residential 

properties at the end of FY2019, versus 98% at the end of FY2018.  
 

 
• 2014 -2016 are based on the number of mortgages, while 2017-2019 percentages are based on 

the value of mortgages.  
Data Source: Manager / Prepared by FRC  

 

Loan to Value (“LTV”) – The portfolio's LTV (based on appraised value when the loan 

was advanced) at the end of FY2019 was 59% versus 58% at the end of FY2018. 
 

Geographical Diversification: Approximately 96% of the portfolio, as of June 2019, was 

secured by properties in B.C., unchanged compared to June 2018. The rest of the portfolio 
was secured by properties in metro Calgary and Edmonton. Although MICs tend to 

geographically diversify their portfolios as they expand, our discussions with management 
indicated that they will continue to focus on BC. They expect their exposure to AB to remain 
stable for the next 12 months.  
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Mortgage by Region 

 

 
Data Source: Manager / Prepared by FRC  

 

Lending Rate: The weighted average lending rate was 8.12% p.a. in FY2019, up from 
7.92% in FY2018. As rates have been declining this year, we expect Antrim’s average 

lending rate to be lower in FY2020.  
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Data Source: Manager / Prepared by FRC 

 

The following chart shows the realized and unrealized losses and a few other key parameters 

of the portfolio. 
 

 
Data Source: Manager / Prepared by FRC 

 
We estimate that the MIC did not have any realized loss in FY2019. However, the number of  

foreclosures increased significantly from 6 ($6.59 million / 1.4% of total mortgages 
outstanding) at the end of FY2018, to 26 ($21.53 million / 3.8% of the total) at the end of 

FY2019. Our discussions with management indicated that the current level of foreclosures 
are within normal ranges, and that previous years’ figures were extremely low. Although 

the significant increase in foreclosures is concerning, Antrim’s 3.8% is still slightly 

lower than the average delinquencies / foreclosures of comparables of 4%. There was a 
provision for loan losses of $0.50 million (0.09% of the total mortgage outstanding) at the 

end of FY2019, because management estimates there is sufficient equity in all the non-
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Structure of the 

Fund 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

performing loans. Larger MICs tend to assign a general provision of 0.75% to 1.00% of the 
portfolio.  
 

Despite a 19% increase in portfolio size, we believe the MIC’s risk profile remains 

unchanged. However, we will be closely monitoring the fund’s foreclosure / 

delinquencies going forward. The following chart summarizes the change in risk levels 
based on YoY changes in key parameters.   

 

 
• red implies an increase in risk / green implies a decrease in risk 

Source: FRC 

 
The following table shows the structure of the fund: 
 

 
Data Source: Manager / Prepared by FRC 

 
Management and long-term shareholders own 100% of the common shares of the fund. As 

of June 2019, the fund had 555 million preferred shares outstanding, all of which were 
issued at, and currently priced at, $1 per share. 

 
According to management, currently, approximately 75% (unchanged) of capital is raised 
through IIROC dealers and the remaining 25% internally.    

 
The preferred shares (non-voting) are classified into: Class A, Class B - Series B, and 

Class B - Series C. Class A shares are sold directly by the fund to investors. Class B – 
Series B shares are sold through financial advisors who operate on a trailer fee model. Class 
B - Series C shares are sold through fee-based brokerage accounts. The following table 

shows the management fee and trailer fee associated with each class of shares. The expected 
returns for each class of shares vary with their trailer fees.  
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Data Source: Manager / Prepared by FRC 

 

Management fees and trailer fees (paid monthly) are tied to the principal amount of the 
mortgage portfolio. Management does not charge any performance based fee, which we 
believe is a common practice adopted by managers of low-risk funds focused primarily on 

first mortgages.  
 

The preferred shares are eligible for redemption, at book value, upon submitting a 
redemption notice. This is a good aspect as comparable private funds tend to apply a 
redemption penalty in the first few years of investment. The following table shows  

redemptions since 2014, which we believe indicates management’s ability and willingness to 
meet redemption requests. Our discussions with management indicate that redemptions have 

been high in recent years because of an increasing number of portfolio managers in the mix 
of investors, and portfolio managers tend to make more trades (buy and sell) through the 
year as part of rebalancing their funds.  

 

 

Data Source: Manager / Prepared by FRC 

 
The following table shows a summary of the income statement since 2015. 
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YE – June 30th 

 

Revenues grew 32% YoY, from $33 million in FY2018, to $43 million in FY2019. Net 
Income increased by 35% YOY, from $25 million to $34 million in FY2019. Both figures 

are the company’s highest ever since inception in 2007.  
 
Interest + Other income as a percentage of mortgage receivables were 8.30% p.a. in FY2019, 

up from 7.57% in FY2018, due to the higher lending rate mentioned earlier in this report.  
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Note that the above figures may be slightly different from the figures reported by Antrim 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. 

Data Source: Manager / Prepared by FRC 
 

The following table and chart show investors’ yields relative to GOC 2-year bonds: 
 

 

 
Data Source: Manager / Prepared by FRC 
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Risk 

 

 

 

 

 

The following table shows a summary of the company’s balance sheet. The total loans 
outstanding increased by 19% YOY from $478 million to $567 million by the end of 
FY2019.  

 

 
Data Source: Manager / Prepared by FRC 

 

Line of credit – The fund has a line of credit with TD Trust Canada for $75 million 
(previously $50 million). The interest rate is prime + 0.75% p.a. (unchanged). As of June 30, 

2018, the fund had used just $10 million, reflecting a low debt to capital of 1.8%. Larger 
MICs, we estimate, tend to use a higher debt to capital in the 20% to 40% range. 

Management does not intend to have a debt to capital higher than 15% to maintain the fund’s 
low risk-profile. We note that it is not uncommon for MICs focused on first mortgages to not 
use much leverage; such MICs typically use debt to meet immediate cash requirements, and 

not as a strategy to enhance returns. These funds adopt this strategy to ensure that their risk 
profile is very low. 

 

We believe the following are the key risks of this offering (most of the risks mentioned 
below are industry specific and impact comparable MICs as well):  

 

• There is no guaranteed return on investment. 

• Loans are short term and need to be sourced and replaced quickly. 

• Timely deployment of capital is crucial. 
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• A drop in housing prices will result in higher LTVs, and higher default risk, as the value of 
collateral decreases. 

• Volatility in real estate prices.  

• The preferred shares do not have any voting rights. 

• High average loan size.  

• Preferred shareholders’ principal is not guaranteed, as the NAV per unit could decrease 
from current levels (as a result of loan losses).  

• Loans are primarily interest only loans. 

• The fund has the ability to use leverage, which would increase the exposure of the fund to 
negative events. Note that the fund uses much lower leverage than its peers.  

• The fund can invest in second and third mortgages which carry higher risk. 

• Redemptions are not guaranteed.  

• The fund will have less geographical diversification than peers as management intends to 
continue to focus on BC.  

  

As we are cautiously optimistic on Antrim’s target areas, we believe the MIC will have a 
healthy pipeline for new originations. This positive impact will be partially offset by a low 

interest rate environment. Antrim’s mandate to maintain a reaonsably low risk profile makes 
it attractive for investors with a larger focus on capital preservation rathern than yield 

generation. We expect investors’ yield in 2020 to be in the 6% - 7% p.a. range 

depending on the type of shares held. Management indicated to us that they expect yield to 
remain stable or increase by 0.05% - 0.10% over the next 12 months. 

 
We are maintaining our overall rating and the risk rating at 2. Despite the significant 

increase in foreclosures, we are maintaining our risk rating as the Vancouver market is 
showing signs of stabilization, the portfolio’s average LTV remains under 60%, and 
Antrim’s primary focus remains on first mortgages on owner occupied single family units, 

which we believe has the lowest risk profile among property types. As mentioned earlier, we 
will be closely monitoring the fund’s foreclosure / delinquencies going forward. 
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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)  
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