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 “Warren Buffett is famous for saying, ‘We simply attempt to 
be fearful when others are greedy and to be greedy only 
when others are fearful.’ Well, today the fear is palpable.”

- Tom Bradley (The Globe and Mail, February 10th) 
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Bradley’s Brief
In February, while our client tour was working its way west, stock 
markets were going decidedly south. The timing would have been 
awkward for some firms, but in our view it was a perfect backdrop 
to remind clients what investing and Steadyhand are all about, 
namely being prepared, realistic, patient, courageous, willing to be 
contrarian and of  course, steady.
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In our presentations, we’re always pressed for time, so 
this year’s firm update was brief. I’m going to do a more 
fulsome review here using a framework we follow to 
assess other investment managers. It’s called the ‘6 P’s’. 

People – quality and continuity of the team. There are 12 
of us at Steadyhand. Our team has been very stable, as 
have the decision-makers at our fund managers. And 
the co-investment quotient is off the charts – 89% of our 
financial assets are invested in the same funds you are. 

Parent – sponsorship and culture. Steadyhand is 100% 
employee-owned and passionate about it. We set out to 
create a culture that’s transparent and puts clients first ... 
always. Our commitment to that goal has not wavered.  
  
Philosophy – how we manage your money. We regularly 
talk about our undexing approach to investing, but we 
should reinforce our core underpinnings: 

• The most enduring inefficiency in the markets 
(read: opportunity) is time frame. 

• Bottom-up research is the most reliable way to 
generate extra returns for our clients.   

• Valuation is the closest thing to gravity we have.
• The only free lunch in investing is diversification. 
• Volatility is not a risk. For an active manager like 

us, it’s a beautiful thing. 

Process – implementing the philosophy. From day one, 
we’ve paid attention to division of labour. We want 
passionate investment professionals managing the funds 
(geeks, not marketers), while our team answers the 
phones, helps clients establish and stick to their plans, 
provides lots of communication and does the marketing.   

Price – total cost of investing. For our client base, the 
average, all-in fee is 1.01%, although it’s dropping as 
our clients’ tenure lengthens and their portfolios grow.  

Performance – long-term returns. Over 9 years, we’ve  seen 
dramatic booms and busts in economies, commodities, 
stocks, bonds and currencies. Our clients have navigated 
well through the turbulence, with balanced portfolios 
earning a cumulative return of 55-65%. 

At this point you might say, “Sure, the P’s are important, 
but you haven’t made me any money in the last year.” 
Well, we’ve said for a couple of years now that generating 
decent returns is getting tougher. There’s very little 
yield on income securities, stock valuations have been 
rich and our debt-burdened world is not only growing 
slowly, it’s also more vulnerable to shocks. 

But while some newer clients are discouraged, we feel 
that the opportunity to generate attractive returns is 
better today than it’s been in a number of years. The 
risks are highly visible (China slowing, negative interest 
rates, and debt). The positives are under-appreciated 
(stimulative energy prices, European recovery and ultra-
strong corporations). Stock valuations are reasonable. 
And investor sentiment is still at the gloomy end of the 
greed-fear spectrum, which is a good thing. 

As you can tell from this update, our purpose, 
philosophy and people are solid, or should I say steady. 
We want our clients to develop a plan that takes an 
appropriate amount of risk, confidently absorb the 
bumps along the way and take full advantage of their 
time horizon and low costs. 

https://www.steadyhand.com/company/philosophy/
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Key Takeaways

Stocks

• Stocks had a mixed quarter, marked by intense volatility. 
• The Canadian market (S&P/TSX Composite Index) gained 4.5%. The index, 

however, dropped nearly 10% in the first three weeks of  the year and then staged a 
substantial rally starting in mid-February to close the quarter in positive territory.

• Commodity prices saw huge movements. Oil, for example, was down 30% early in 
the year but then rebounded 50% off  its low and ended the quarter up 4%. 

• Foreign stocks were more muted. The American market (S&P 500 Index) edged 
slightly higher (up 1.3% in U.S. dollars), while many European markets posted 
modest losses in their local currencies. Japan was a notable laggard, falling 12%.  

• For Canadian investors, foreign returns were dampened by a stronger loonie, which 
appreciated against the U.S. dollar (7%), Euro (2%) and British pound (10%).   

Bonds

• The Canadian bond market (FTSE TMX Canada Universe Bond Index) provided a 
total return (interest and capital appreciation) of  1.4% in the quarter. 

• Overall interest rates touched new lows early in the year, but retraced part of  their 
downward move later in the quarter. The 10-year Government of  Canada bond 
yield ended the quarter at 1.2% (down from 1.4% at the end of  2015). Investors 
benefited from this decline, as bond prices rise when yields fall.   

Our Funds

• Our funds had a mixed quarter: The Income, Equity and Small-Cap Funds were up, but 
the Global Fund had a rough start. Balanced clients experienced returns in the range of  
-1% to +1%. Over our performance history (9 years), the range is 5-6% per year.

• The Founders Fund deployed some of  its cash in the quarter, increasing its weighting 
in stocks, as markets declined early in the year and valuations looked more reasonable. 

• Our foreign stock exposure has a tilt towards Asia and Europe, rather than the U.S. 
• In the context of  our balanced portfolios, key transactions in the quarter included the 

purchase of  celgene (U.S.) and ubisoft (France), and the sale of  microsoft (U.S.).

Our Advice to Clients

We recommend that your equity weighting be close to your long-term target. In the 
Founders Fund, we took advantage of  weak markets early in the year and added to our 
equity weighting. Our outlook for the bond market is more subdued as current yields are 
unattractive and interest rates are near historic lows. We continue to recommend a below-
average position in bonds; as an alternative, we recommend a healthy cash holding. In the 
Founders Fund, for example, 10% of  the portfolio is currently held in cash. 

For our thoughts on asset mix and the advice we’re giving clients, visit the Current 
Outlook page on our website, or give us a call at 1.888.888.3147.

3M 1Y

Savings 0.2% 0.7%

Income 2.7% -0.3%

Founders -0.5% -2.0%

Equity 1.6% 2.3%

Global -9.6% -9.3%

Small-Cap 1.6% -11.8%

3M 1Y

Bonds 1.4% 0.8%

3M 1Y

Canada 4.5% -6.6%

World -6.5% -0.7%
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Market Returns

Fund Returns

https://www.steadyhand.com/thinking/outlook/
https://www.steadyhand.com/thinking/outlook/
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Steadyhand Portfolios (Hypothetical)*
Compound Annualized Returns (as of March 31, 2016)

Balanced Income Portfolio (50/50) 

Long-term asset mix: 
Fixed Income – 50% 
Cdn Equities – 30% 
U.S. Equities – 10% 
Overseas Equities – 10%

Balanced Equity Portfolio (70/30) 

Long-term asset mix: 
Fixed Income – 30% 
Cdn Equities – 34% 
U.S. Equities – 18% 
Overseas Equities – 18% 

Growth Portfolio (85/15) 

Long-term asset mix: 
Fixed Income – 15% 
Cdn Equities – 37% 
U.S. Equities – 24% 
Overseas Equities – 24%

Aggressive Growth Portfolio (100/0) 

Long-term asset mix: 
Fixed Income – 0% 
Cdn Equities – 40% 
U.S. Equities – 30% 
Overseas Equities – 30%

Capital Market Performance (as of March 31, 2016)

3M YTD 1Y 2Y 3Y 5Y 9Y

Cash (FTSE TMX Canada 91 Day T-Bill Index) 0.1% 0.1% 0.5% 0.7% 0.8% 0.9% 1.4%

Cdn Bonds (FTSE TMX Canada Universe Bond Index) 1.4% 1.4% 0.8% 5.4% 3.9% 5.2% 5.2%

Cdn Stocks (S&P/TSX Composite Index) 4.5% 4.5% -6.6% 0.0% 5.0% 2.1% 3.3%

Cdn Small Cap Stocks (BMO Small Cap Index) 7.7% 7.7% -7.2% -7.7% -0.4% -3.2% 1.0%

U.S. Stocks (S&P 500 Index $Cdn) -5.0% -5.0% 4.1% 16.0% 21.3% 18.2% 7.9%

Global Stocks (MSCI World Index $Cdn) -6.5% -6.5% -0.7% 10.2% 16.5% 13.5% 5.1%

 Income Fund  
 Equity Fund 
 Global Equity Fund 
 Small-Cap Equity Fund

*The referenced portfolios are hypothetical portfolios comprised of Steadyhand funds. Each portfolio assumes that it is rebalanced on a quarterly basis to 
the target fund allocation. The indicated rates of return are the historical compound annualized returns (unaudited). See the back page of this report for 
performance disclaimers. For further details on the portfolios, visit steadyhand.com.

3M YTD 1Y 2Y 3Y 5Y 9Y

0.9% 0.9% -1.8% 3.6% 6.6% 7.0% 5.5%

3M YTD 1Y 2Y 3Y 5Y 9Y

-0.6% -0.6% -3.1% 2.6% 7.9% 7.7% 4.9%

3M YTD 1Y 2Y 3Y 5Y 9Y

-1.8% -1.8% -4.0% 1.7% 8.8% 8.3% 4.5%

3M YTD 1Y 2Y 3Y 5Y 9Y

-2.9% -2.9% -5.0% 0.9% 9.7% 8.8% 4.0%

40%

40%

20%

20%

32%
32%

16%

40%

24%

24%

12%

66%
14%

13%

7%

Steadyhand Investment Funds       04



Quarterly Report Q1 2016

Founders Fund

Fund Overview

• The Founders Fund is a balanced mix of  our fixed income and equity funds.

• It has a long-term asset mix target of  60% equities and 40% fixed income, 
although there’s considerable scope to adjust these weightings.

• Tom Bradley manages the fund, and as such, it reflects his views on valuations, 
corporate fundamentals and asset mix.

Portfolio Specifics

• The fund’s preference for foreign stocks (35%) was a headwind as the Canadian 
dollar rose against most major currencies over the period. When the loonie 
appreciates against the U.S. dollar, Euro, British Pound and other currencies, the 
price of  foreign stocks goes down in Canadian dollar terms.  

• Our Global Equity Fund, which makes up 24% of  the portfolio, was the greatest 
detractor to performance in the quarter (-9.6%). That said, we still feel foreign 
stocks are more attractive from a valuation perspective.  

• At home, Canadian stocks rose on the back of  higher prices for industrial and 
precious metals. The fund has only limited exposure to mining-related companies 
given their inherent volatility. Several other sectors performed well, however, and 
the fund benefited from holding a variety of  high-quality companies in the industrial 
and financial services sectors, among others.  

• With stocks falling sharply in the first half  of  the quarter, and valuations looking 
more reasonable, we took the opportunity to increase the fund’s equity holdings. 
This helped performance, as Canadian and U.S. stock markets have since 
rebounded. Overseas markets, however, have continued to decline, mitigating gains 
from North America. Stocks now account for 66% of  the fund. 

• The fund’s Canadian equity exposure (31%) includes a mix of  income-oriented 
securities (Income Fund), high-quality companies with growing dividends (Equity 
Fund), and smaller companies with higher growth profiles (Small-Cap Fund).

• We have long been of  the view that near-zero interest rates are unsustainable. As a 
result, the fund’s bond allocation (24%) continues to be well below the long-term 
target of  35%. Fixed income investments are focused in corporate and provincial 
government securities.

• The fund’s cash level decreased over the quarter, though it remains higher than 
normal. Between the Savings Fund and cash held in the equity funds, it finished the 
quarter at 10% of  total assets. Cash and short-term securities offer little in the way 
of  yield, but provide protection against rising interest rates and are a ready source 
of  liquidity in volatile markets.

Positioning

• Refer to pages 7-15 for details on the underlying funds.

Fund Mix

Income      32%
Equity      30%
Global      24%
Small-Cap       8%
Savings        6% 

Foreign Stocks     35%
Canadian Stocks     31%
Corporate Bonds     12%
Gov’t Bonds     12%
Cash & Short-term   10% 

Asset Mix

The fund was down 
0.5% in the quarter. 
Since inception (Feb 
2012), it has a cumulative 
return of 36%, which 
equates to an annualized 
return of 7.8%.

Fund size       
       

$256,534,958

Steadyhand Investment Funds       05
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Top Stock Holdings  
(% of Fund)

TD Bank  2.5%
Suncor Energy  1.8%
Novartis  1.7%
CVS Health  1.6%
Loblaw Companies 1.6%
Visa   1.5%
CCL Industries  1.4%
CN Rail   1.4%
PrairieSky Royalty 1.3%
Franco-Nevada  1.2%

Sector Allocation (Stocks)

Industrial Goods & Svc 21.5%
Financial Services 21.3% 
Oil & Gas  11.2%
Consumer Cyclical 8.4%
Healthcare  8.1%
Retailing  6.3%
Technology  5.7%
Comm. & Media 4.6%
Basic Materials  4.2%
Consumer Products 4.1%
Real Estate  2.9% 
Utilities & Pipelines 1.7%

Asset Mix

12.5%

Long-term                  Current

5%

35%

35%

12.5%

10%

24%

31%

12%

23%

Overseas 
Stocks

U.S. Stocks

Canadian 
Stocks

Bonds

Cash

Growth of $10,000 Since Inception 
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Compound Annualized Returns (as of March 31, 2016)

Performance
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*Feb 17, 2012

Founders Fund

3M YTD 1Y 2Y 3Y 5Y 9Y Incep*

Founders Fund (after-fee) -0.5% -0.5% -2.0% 3.2% 7.3% N/A N/A 7.8%

FTSE TMX Canada Universe Bond Index 1.4% 1.4% 0.8% 5.4% 3.9% N/A N/A 3.9%

S&P/TSX Composite Index 4.5% 4.5% -6.6% 0.0% 5.0% N/A N/A 5.1%

MSCI World Index ($Cdn) -6.5% -6.5% -0.7% 10.2% 16.5% N/A N/A 16.1%
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Income Fund

Market Context

• The Canadian bond market rose 1.4% in the quarter (interest and capital appreciation). 

• The 10-year Government of  Canada bond yield fell from 1.4% to 1.2%. This was a 
positive for investors, as bond prices typically rise when yields fall. 

• The Canadian stock market gained 4.5%. Resource, telecom and utility stocks were 
areas of  strength.   

Portfolio Specifics

• The fund benefited in the quarter from both falling bond yields and rising 
Canadian stock prices. The manager, Connor, Clark & Lunn (CC&L), has favoured 
bonds with 7-10 year maturities (‘mid-term’ bonds) for quite some time. This was a 
positive in Q1 as the yields of  these bonds fell the most during the period.     

• Corporate bonds also performed well as economic concerns eased. However, 
CC&L believes this may be short-lived given high levels of  global debt and low 
interest rates. As such, the manager is moving to a more defensive position. 
Corporate bonds were reduced to 37% of  the portfolio, which is close to their 
lowest weighting in the fund since its inception in 2007.  

• The fund’s corporate bond investments are focused in higher quality issuers such 
as financials, telecoms and utilities, with a bias towards highly liquid securities (e.g. 
bonds that are easier to sell). The manager is avoiding bonds of  companies with 
exposure to emerging markets.       

• In keeping with its cautious view, CC&L believes bond yields will decline further. 
The manager slightly increased the fund’s duration to take advantage of  this 
(duration is a measure of  interest rate sensitivity; higher duration results in greater 
sensitivity to changes in interest rates).      

•  The fund’s equity holdings (26% of  the portfolio) were up 7% in the quarter. Key 
areas of  investment include banks, insurers, real estate investment trusts (REITs) 
and consumer stocks. A major theme in the fund’s equity strategy continues to be 
exposure to companies with growing dividends. Businesses with highly leveraged 
balance sheets or unsustainable dividends are avoided.      

•  The fund paid a distribution of  $0.07/unit at the end of  March. 

Positioning

• The manager expects interest rates to remain low and continues to favour 
corporate and provincial bonds over Government of  Canada securities. 

• Stocks make up one-quarter of  the portfolio and high yield bonds comprise 9%, 
as both asset classes provide diversification and additional sources of  yield. The 
portion in high yield bonds may decrease, however, in keeping with the manager’s 
increasingly cautious view.  

Stock Transactions

Buy

Cott Corporation*
Peyto Exploration & Dev*
Thomson Reuters

Sell

Crombie REIT 
Granite REIT
Telus

The fund was up 2.7% 
in the quarter. Since 
inception (Feb 2007), it 
has a cumulative return 
of 73%, which equates 
to an annualized return 
of 6.2%.

Fund size       
Pre-fee Yield       
Avg Term to Maturity
Duration

$91,353,137
3.0%

9.5 yrs
7.0 yrs

Steadyhand Investment Funds       07
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Income Fund

3M YTD 1Y 2Y 3Y 5Y 9Y Incep*

Income Fund (after-fee) 2.7% 2.7% -0.3% 4.9% 4.9% 6.0% 6.2% 6.2%

FTSE TMX Canada Universe Bond Index 1.4% 1.4% 0.8% 5.4% 3.9% 5.2% 5.2% 5.2%

S&P/TSX Composite Index 4.5% 4.5% -6.6% 0.0% 5.0% 2.1% 3.3% 3.4%

Top Holdings (% of Fund)

CC&L High Yield Bond Fd 8.7%
Canada 1.25% (02/01/18) 3.8%
Ontario 3.50% (06/02/24)  3.4%
Quebec 2.75% (09/01/25) 2.7%
CHT 2.00% (12/15/19)     2.5%
TD Bank       2.2%
RBC 2.82% (07/12/18)     1.9%
BNS 3.27% (01/11/21)     1.8%
Ontario 3.45% (06/02/45)  1.7%
Loblaw Companies     1.6%

Issuer Allocation (Bonds)

Federal Government 16.9%
Provincial Government 32.1% 
Corporate   51.0%

Rating Summary (Bonds)

AAA   23.5%
AA   28.0%
A   26.3%
BBB   14.9%
BB (or lower)  7.3% 

Asset Mix

Compound Annualized Returns (as of March 31, 2016)

Attributes

Performance

Growth of $10,000 Since Inception Best and Worst Annualized Returns
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Equity Fund

Market Context

• The Canadian stock market (S&P/TSX Composite Index) gained 4.5% in the 
quarter. Resource companies rebounded, led by gold stocks, while the healthcare 
sector was down considerably (due largely to Valeant’s precipitous decline).  

• Global stocks, as measured by the MSCI World Index, were down 6.5% in Canadian 
dollar terms. Much of  the decline was attributable to a rising Canadian dollar.  

Portfolio Specifics

• The fund holds 25 stocks, of  which 14 are headquartered in Canada, 6 in the U.S., 
4 overseas and 1 in Mexico.

• The fund’s Canadian investments drove performance in the quarter. Holdings 
that had a rough 2015, including home capital group and westshore terminals, 
bounced back nicely from oversold levels, and companies such as loblaw and ccl 
industries continued to execute well and turn in strong results.

• The Canadian dollar recovered some ground on the greenback (up 7%), which 
detracted from the performance of  the fund’s U.S. holdings. Notwithstanding the 
currency headwind, most American investments fared reasonably well.  

• novartis was the only real laggard. The stock was down about 15% due to some 
issues with its eyecare division (Alcon). The manager (CGOV Asset Management) 
has confidence that the necessary steps are being taken to right the ship and bought 
additional shares on price weakness.

• Resource stocks held their ground by and large. The price of  oil ended the quarter 
slightly higher, although intra-quarter price movements were substantial, while gold 
surged (franco-nevada was a top performer). Investments in the oil & gas, mining 
and fertilizer sectors make up roughly 20% of  the portfolio.  

• Turnover was low in the quarter. No stocks were added or removed from the fund. 
The intense volatility, however, created opportunities to add to a few holdings. Along 
with novartis, additional shares were purchased in ritchie bros., magna int’l, suncor 
and agrium. The manager was reluctant to add a lot to U.S. positions given the 
unfavourable exchange rate. As a result, Canadian investments now make up close 
to 60% of  the fund (up from 53% last quarter). Further, Canadian stocks have been 
unloved for a while and have attractive upside potential relative to their U.S. peers.      

• The fund currently has a cash position of  5%.   

Positioning

• Focus remains on best-in-class companies with leading market positions across a broad 
range of  industries. 

• Foreign stocks remain a key part of  the fund, providing exposure to multinational 
companies not available in Canada in the healthcare, retailing and consumer sectors.

Transactions

Buy

Novartis
Ritchie Bros. Auctioneers 
Magna International
Suncor Energy

Sell

Home Capital Group
Loblaw Companies

The fund gained 1.6% 
in the quarter. Since 
inception (Feb 2007), it 
has a cumulative return 
of 71%, which equates 
to an annualized return 
of 6.0%.

Fund size       
No. of stocks 
      

$73,422,162
25
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Top Stock Holdings

Suncor Energy  6.0%
TD Bank  6.0%
CVS Health  5.4%
Visa   4.9%
CCL Industries  4.8%
PrairieSky Royalty 4.1%
Franco-Nevada  4.0%
Magna International 3.9%
Ecolab   3.8%
CN Rail   3.8%

Sector Allocation (Stocks)

Industrial Goods & Svc 31.2%
Financial Services  20.9%  
Oil & Gas  13.1%
Retailing  12.3%
Basic Materials  8.0% 
Consumer Products 6.6%
Consumer Cyclical 4.1%
Healthcare  3.8%

Attributes

Geographic Profile (Stocks)

Growth of $10,000 Since Inception 

Equity Fund

3M YTD 1Y 2Y 3Y 5Y 9Y Incep*

Equity Fund (after-fee) 1.6% 1.6% 2.3% 7.8% 13.3% 10.8% 6.1% 6.0%

S&P/TSX Composite Index 4.5% 4.5% -6.6% 0.0% 5.0% 2.1% 3.3% 3.4%

MSCI World Index ($Cdn) -6.5% -6.5% -0.7% 10.2% 16.5% 13.5% 5.1% 4.8%
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Global Equity Fund

Market Context

• The MSCI World Index was down 6.5% in Canadian dollar terms in the quarter.

• Japan was a key area of  weakness (-12%), and most European markets were down. 
The American market (S&P 500 Index) was up modestly (1.3%) in U.S. dollar terms. 

• The Canadian dollar had a strong quarter, rising against the U.S. dollar (7%), British 
Pound (10%) and Euro (2%). This detracted from the $Cdn returns of  foreign stocks.          

Portfolio Specifics

• The fund holds 39 stocks across 13 countries. Asian stocks make up 42% of  the 
fund, while Europe (including the U.K.) accounts for 38% and the U.S. 20%.  

• The portfolio had a weak start to the year, largely attributable to two factors: 
(1) Japanese stocks suffered widespread declines, and (2) European bank and 
pharmaceutical stocks sold off  sharply.

• Japanese stocks make up 24% of  the fund and continue to be the largest area of  
investment, although their weighting has come down modestly. The manager, 
Edinburgh Partners, feels many companies have made good progress in becoming 
more profitable and shareholder friendly. The recent weakness in stock prices 
makes their longer-term prospects more compelling. 

• European stocks in general had a down quarter, but banks and drug companies were 
notable laggards. While low interest rates make it more challenging for institutions 
such as hsbc, bnp paribas and commerzbank to grow profits, these companies 
have been cutting costs effectively and are cheap on a number of  measures. As 
for pharmaceutical stocks, they’re presently unloved for reasons relating in part to 
politics, but are cheaper than they’ve been in a number of  years. The manager feels 
investors are overly pessimistic on the prospects for both sectors.            

• A noteworthy story in the financial sector this year has been the rebound in emerging 
market banks. bangkok bank and bank mandiri both saw double-digit gains in Q1.

•  Energy stocks have also been a positive story in 2016. The fund’s three holdings,  
shell, bp and apache, bounced back in the quarter as the price of  oil rebounded. 

• Two companies were added to the portfolio: celgene and ubisoft. celgene is an 
American drug company that is emerging as a powerhouse. ubisoft is a French 
video game company with 4 of  the top 10 branded games globally.

• The fund currently has a cash position of  4%.      

Positioning

• The fund has a much different look than the overall global market. Specifically, 
investments are focused in Asia and Europe as opposed to the U.S. As well, the 
portfolio has a value bias, favouring companies that are cheap on numerous valuation 
measures. While these stocks have been out-of-favour, the tide will turn at some point.  

The fund was down 
9.6% in the quarter. 
Since inception (Feb 
2007), it has a cumulative 
return of 11%, which 
equates to an annualized 
return of 1.1%.

Fund size       
No. of stocks 
      

$56,534,739
39
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Transactions

Buy

Celgene*
Ubisoft*
Panasonic
Harman International

Sell

Toshiba
Microsoft
Apache

*New Holding
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Global Equity Fund

3M YTD 1Y 2Y 3Y 5Y 9Y Incep*

Global Equity Fund (after-fee) -9.6% -9.6% -9.3% 0.9% 11.0% 8.0% 1.1% 1.1%

MSCI World Index ($Cdn) -6.5% -6.5% -0.7% 10.2% 16.5% 13.5% 5.1% 4.8%

Top Stock Holdings

Shell   3.6%
Whirlpool  3.2%
Japan Tobacco  3.2%
Bayer   3.0%
Panasonic  3.0%
Galaxy Entertainment 2.9%
BP   2.9%
Roche   2.8%
AstraZeneca  2.8%
Nokia   2.8%

Sector Allocation (Stocks)

Financial Services 22.8%
Consumer Cyclical  19.6%  
Healthcare  16.4%
Technology  11.9%
Oil & Gas  9.5% 
Industrial Goods & Svc 8.9%
Comm. & Media 7.6%
Consumer Products 3.3%

Geographic Profile (Stocks)

Attributes

Growth of $10,000 Since Inception Best and Worst Annualized Returns  

Compound Annualized Returns (as of March 31, 2016)

Performance

Steadyhand Investment Funds       12
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Small-Cap Equity Fund

Market Context

• The Canadian small-cap market (BMO Small Cap Index) rose 7.7% in the first three 
months of  2016.

• Mining stocks led the charge as the price of  most metals increased. Of  note, the 
price of  gold rose more than 15% to close the quarter at about $1,200/ounce.       

Portfolio Specifics

• The fund holds 16 stocks, with market capitalizations ranging from $240 million 
(zcl composites) to $3 billion (macdonald dettwiler). Twelve of  the 16 holdings 
are under $1 billion. Fourteen are Canadian and two are American.  

• Resource stocks, which have struggled over the past two years, rebounded in the 
quarter. new gold in particular benefited from an increase in precious metal prices. 
As for energy-related holdings, zcl composites, a maker of  tanks used for fuel 
storage among other things, paid a special dividend in light of  strong earnings and 
saw a double-digit gain in its share price.

• Not all the portfolio’s resource stocks performed well, however. primero mining’s 
Mexican subsidiary was hit with an unexpected tax claim from that country’s 
authorities. transglobe energy also continued to struggle, and suspended its 
quarterly dividend in light of  low profitability. Both stocks suffered double-digit 
declines.         

• avigilon (profiled in this quarter’s Stock Snapshot on page 16) had a strong showing 
in the quarter. The company’s management was able to double its production 
capacity ahead of  schedule, and the stock has regained some lost ground.            

• The manager’s (Wil Wutherich) investment emphasis has always been on steady-
eddy businesses, with a smaller complement of  cyclical stocks. This balance has 
historically served the fund well. While recent quarters have been challenging 
for both this fund and Canadian small-cap stocks in general, Wutherich took the 
opportunity to buy more shares of  quality companies such as badger daylighting, 
medical facilities and directcash payments. He feels these stocks offer good value 
and would be an active buyer if  they (and others) continue to experience weaker 
prices in the near term.  

• The fund currently has a cash position of  12%.     

Positioning

• The manager is finding the best value in industrial goods & services, resource and 
technology companies, which is where the majority of  the fund’s assets are invested. 

• Although the market is not universally cheap, Wutherich is finding areas of  
opportunity and is selectively adding to companies that he feels have been oversold.      

The fund was up 1.6% 
in the quarter. Since 
inception (Feb 2007), it 
has a cumulative return 
of 65%, which equates 
to an annualized return 
of 5.7%.

Fund size       
No. of stocks 
      

$41,647,387
16
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Transactions

Buy

Badger Daylighting
DirectCash Payments
Pure Technologies

Sell

TransGlobe Energy
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Attributes

Growth of $10,000 Since Inception Best and Worst Annualized Returns  

Small-Cap Equity Fund

3M YTD 1Y 2Y 3Y 5Y 9Y Incep*

Small-Cap Equity Fund (after-fee) 1.6% 1.6% -11.8% -12.9% -0.4% 5.3% 4.8% 5.7%

BMO Small Cap Index 7.7% 7.7% -7.2% -7.7% -0.4% -3.2% 1.0% 1.3%

Top Stock Holdings*

CBIZ             10.3%
Stantec   7.9%
Medical Facilities 6.9%
ZCL Composites 6.5%
MacDonald Dettwiler 6.2%
Pure Technologies 6.2%
DirectCash Payments 6.0%
Total Energy Services 5.9%
Hibbett Sports  5.9%
Avigilon   5.6%

*As of Jan 31

Sector Allocation (Stocks)

Industrial Goods & Svc 39.1%
Oil & Gas   15.4%  
Technology  14.4%
Healthcare  8.7%
Basic Materials  7.8% 
Financial Services 7.7%
Retailing  6.9%

Geographic Profile (Stocks)

Compound Annualized Returns (as of March 31, 2016)

Performance
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Savings Fund

Market Context

• The Bank of  Canada left its key lending rate unchanged in the quarter, at 0.5%.

• The Bank expects global economic growth to strengthen this year and next, but low oil 
prices will continue to dampen growth in Canada. The country’s employment rate has 
held up despite job losses in the resource sector, and household spending continues to 
underpin domestic demand. Overall business investment remains weak, however.           

Positioning

• There were few changes to the positioning of  the fund in the first quarter. The 
weighting in bank paper decreased modestly, while investments in government 
securities continue to be focused in provincial rather than federal T-Bills.  

• The manager, Connor, Clark & Lunn, expects the Bank of  Canada to remain 
vigilant in maintaining its low interest rate policy, and the portfolio will remain 
positioned to take advantage of  potential further monetary easing.  

• The pre-fee yield of  the fund at the end of  March was 0.8%.

3M YTD 1Y 2Y 3Y 5Y 9Y Incep*

Savings Fund (after-fee) 0.2% 0.2% 0.7% 0.9% 0.9% 0.9% 1.3% 1.3%

FTSE TMX Canada 91 Day T-Bill Index 0.1% 0.1% 0.5% 0.7% 0.8% 0.9% 1.4% 1.4%

Compound Annualized Returns (as of March 31, 2016)

Performance

Growth of $10,000 Since Inception Best and Worst Annualized Returns  

Steadyhand Investment Funds       15
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Overview

Avigilon develops and manufactures advanced surveillance 
systems. This includes everything from manufacturing 
high definition surveillance cameras to software that 
allows its customers to monitor and analyse video.

HD cameras are not a new concept. However, their use 
in surveillance is limited because of  the strain they can 
place on technology infrastructure. To illustrate, consider 
the last time you were downloading a big file or watching 
an HD movie on your computer. You may have noticed 
the file or video loading slowly (the dreaded hourglass). 
This happens because the large size of  these videos can 
take longer to reach and be processed by our computers. 
Now imagine if  you were to watch 100 real-time HD 
videos at once – common for security teams at large 
scale operations like airports or public transit. 

Avigilon’s patented technology deals with this limitation. 
It breaks down the file into layers. Customers only see the 
layer of  info they need for the task they are undertaking.

The Vancouver-based firm has also built software to 
analyse videos. The HD video feed allows the software 
to better identify patterns and alert security personnel. 
The superior image detail can also help in litigation.

The stock is held in our Small-Cap Equity Fund (6.4% 
position size). It was purchased in the summer of  2015.
   
Investment Case

Avigilon’s products become more useful in our 
increasingly insecure world. 

Most surveillance companies tend to specialize in a 
specific area: cameras, software, installation, etc. This has 
created a fragmented industry where no one company 
has more than 5% market share. Avigilon is one of  

the few companies that can serve as a one-stop shop. 
This gives it a leg up in capturing share in an industry 
estimated to be as large as $25 billion. 

The company’s strong product lineup has led to 
extraordinary growth rates. Avigilon just expanded 
its production capacity with a facility in Texas to 
accommodate for this growth.
 
Risks to Outlook

Avigilon’s growth potential was largely recognized by the 
market after it went public in late 2011 as the stock price 
soared. However, the company has faced higher-than-
normal personnel turnover, including senior managers, 
in the last two years. The stock price took a hit as a 
result, allowing Wil Wutherich, the manager of  our 
Small-Cap Fund, to buy it at an attractive price last year. 

The potential of  further turnover continues to be a risk. 
It is somewhat limited, however, by the retention of  its 
key personnel: its founder and CEO Alex Fernandes and 
chief  technology officer Mahesh Saptharishi.
   
An interesting fact: Avigilon’s camera and surveillance 
software is used by the city of  Venice, Italy, to help 
safeguard tourists, residents and the city’s historical 
buildings. We’re not sure if  that makes Venice more or 
less romantic.  

Stock Snapshot
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Avigilon: Price History

Source: Reuters

20162012 2013 2014 2015

$30

$20

$10



Quarterly Report Q1 2016

Steadyhand Investment Funds       17

Gillian Tett, a columnist with the Financial Times of  
London, wrote a piece three years ago that I tucked in 
my “Reread” file. I dusted it off  this week.

It referenced the late Pierre Bourdieu, a French intellectual 
who opined that it’s not just what we discuss in public that 
matters, but what we don’t discuss that’s really important 
in terms of  reinforcing the status quo. He said, “Subtle 
cultural signals reproduce the position of  the elite.”

This is heavier stuff  than I normally contemplate, but it 
relates well to my more mundane world of  investment 
management. There are topics that keep repeating 
themselves – what Mr. Bourdieu calls the Universe of  
Discourse – that serve to entrench the industry’s social 
and political hierarchies, but do little to enhance investor 
returns. Indeed, they likely hurt returns.

Our current Universe of  Discourse is heavily reliant on 
economists and their predictions, with the ones who 
have been most accurate recently having the loudest 
voices. There is no differentiation between skill and luck, 
nor is there accountability for previous forecasts.

The Discourse places importance and urgency on short-
term events and returns, most of  which are forgotten 
weeks or months later. There’s also a predisposition to 
provide simple explanations for complex events – a cause 
for every effect. The result is a pulsing desire to adjust our 
investments to what’s going on in the world. To take action.

To be successful, however, investors need to think beyond 
the established Discourse and focus on what’s important 
to them. The urgent news and short-term market moves 
should be on the radar, but it’s the undiscussed and 
undisputed that has a more profound impact on returns, 
and needs to be deeply understood. In my view, the 
following concepts don’t garner enough coverage.

Investing based on short-term strategies and 
forecasts is futile.

Outfoxing the market can work for a while, but doing 
it consistently is impossible. The world is complex and 
unpredictably interconnected, and too many variables 
are hidden in the shadows. And importantly, frequent 
trading doesn’t cash in on the biggest advantage most 
investors have – a long time horizon.

Time and risk are at the core of  investing.

Time is required to unleash the power of  compounding 
– Einstein’s 8th wonder of  the world. It allows investors to 
earn returns on their returns. We witness the wonder when 
long-standing clients are surprised by how much they’ve 
made from earning high-single-digit annualized returns.

And time is linked to risk. For long-term investors who 
are well diversified, loss of  capital is not an issue, nor is 
short-term volatility, although both feature prominently in 
today’s discourse. An investor’s true risk is the possibility 
of  not achieving a reasonable long-term return.

Valuation is way more important than central 
bankers, politics and capital flows.

While investors watch the market’s every move and hang 
on economists’ every word, the best predictor of  medium-
term returns for bonds is the level of  yields, and for stocks 
it’s P/E multiples. Admittedly, valuation measures are just as 
useless at predicting short-term market moves as dissecting 
the Fed’s meeting minutes or Donald Trump’s utterings, but 
they’re quite reliable when investors look further out.

Rarely discussed is the fact that the interests of  the 
industry are not the same as the clients.

Warren Buffett said it best: “Wall Street makes its 
money on activity. You make your money on inactivity.” 
Corporate growth strategies and compensation schedules 
are all about activity – new products, sales campaigns 
and strategy shifts. In the meantime, investors’ most 
effective option, most of  the time, is ‘do nothing.’

And finally, emotion is the most consistent crippler 
of  portfolio returns.

Yes, security selection and fees are important, but they 
pale in comparison to the impact that investor behaviour 
has. That’s because investing runs against human nature. 
We’re wired to buy high and sell low. As a result, changing 
direction at market extremes and/or abandoning the plan 
when it’s needed the most are all too common occurrences.

Investors need to develop a plan that takes an appropriate 
amount of  risk, absorb the bumps along the way and take 
full advantage of  a time horizon that is far beyond what the 
Universe of  Discourse ever contemplates.

From the Globe and Mail: Five investing concepts that don’t get enough coverage
By Tom Bradley (published March 24) 



Commissions, trailing commissions, management fees and expenses all may be associated 
with mutual fund investments. Please read the prospectus before investing. The performance 
data provided for the Steadyhand Savings Fund assumes reinvestment of distributions only 
and does not take into account sales, redemption, distribution or optional charges or income 
taxes payable by any securityholder that would have reduced returns. The indicated rates of 
return for the funds other than the Savings Fund are the historical annual compounded total 
returns including changes in unit value and reinvestment of all distributions and do not take 
into account sales, redemption, distribution or optional charges or income taxes payable by 
any securityholder that would have reduced returns. Mutual fund securities are not covered 
by the Canada Deposit Insurance Corporation or by any other government deposit insurer. 
There can be no assurances that the funds will be able to maintain their net asset value per 
security at a constant amount or that the full amount of your investment in the funds will be 
returned to you. Past performance may not be repeated.

Steadyhand Investment Management Ltd. is the manager of the Steadyhand funds. 
Steadyhand Investment Funds Inc. (SIFI) is the principal distributor of the funds.
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steadyhand.com

1.888.888.3147
1747 West 3rd Avenue
Vancouver, BC  V6J 1K7

Lunch & learn - At your office

We’ve got a real hunger to make sure our clients 
achieve better returns than the average investor.

As part of this, we feel there are a few key 
elements to achieving top-notch results. And 
we’d love to expand on them over lunch with you 
and your team. In fact, we’ll come to your office 
(in Vancouver or Toronto) and present to your 
group! Call us at 1-888-888-3147 for details.


