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The first quarter has come to a close with both stocks and bonds recording positive returns.  Bonds, as measured by the FTSE-TMX Canada 
Universe Bond Index recorded a 4.2% return, driven by economic macro factors, and even disruptive weather patterns across North Ameri-
ca’s east coast which slowed economic activity.   Stocks in Canada, denoted by the S&P/TSX Composite, managed a rise of 1.9%, while the 
S&P 500 eked out a gain of 0.4%.  Total returns (including dividends) were 2.6% and 1.0% respectively.  The Canadian dollar declined from 
its Dec 31 level of 86.1 cents to a lowly 78.8 cents at March 31.  That 8.4% decline in the dollar had the effect of boosting the total return of 
the S&P 500 to 10.2% for Canadian investors. 

Several factors influenced economic activity and investment markets in the first quarter.  The U.S. recovery remained intact, despite one-
off disruptions including a port strike on the west coast and a relentless winter on the east coast.  Canada didn’t fare as well.  First quarter 
GDP growth was probably in the order of 1.0% (vs U.S. growth of 2.4%). The winter took some steam out of the domestic economy, and 
lower oil prices here have a dual impact of lowering activity in the oil patch, and a detrimental effect on the country’s export revenues.  It is 
little wonder that the Bank of Canada instituted a 25 basis point reduction in the Target Overnight Rate in January.  And Bank Governor 
Poloz has even telegraphed another possible cut in coming months.  It is difficult to see the Canadian currency rising significantly against 
the weak economic backdrop and potential for even lower short term interest rates.  Barring a disruption to world oil prices, the loonie is 
probably destined to drift even lower. 

Canada is not the only country to opt for a lower currency vs the U.S. Dollar.  Japan took this road last year.  Most recently the EURO has 
‘broken down’, with the express approval of the EURO Monetary Authorities as they introduced their own Quantitative Easing program.  
Some have referred to this strategy as a ‘race to the bottom’, which is not the best recipe for growth, but easy money has never been detri-
mental to stocks. 

Meanwhile, against the background of world currency devaluation, the U.S. Dollar continues its upward march.  The outcome of its appre-
ciation is still an unknown for stock prices of U.S. domiciled companies.  Those companies with a predominantly domestic revenue base are 
little affected, but multinationals will see their foreign sales translated back into fewer U.S. dollars.  That will create a headwind to earnings 
of these global companies.  But investors in foreign lands who choose to protect their investments from local currency depreciation will opt 
to invest more money in the U.S., even though earnings growth may be slowing.  That could ultimately result in a rise in price earnings rati-
os for U.S. stocks, something we will consider in our valuation work as the year unfolds. 

One must remain cognizant of the Canadian currency and its impact on Canadian investors.  SEAMARK managed portfolios have benefitted 
nicely from the loonie’s decline to date.  And that may well continue.  But, at the margin, we are now combing the Canadian landscape for 
attractively valued Canadian companies that should contribute more to performance in the event the Canadian currency should rebound 
strongly from under 80 cents.  This is an integral part of our Master List process, wherein we require the U.S. dollar denominated holdings 
to achieve an additional currency hurdle to stack up on a comparative valuation basis to an alternative Canadian investment.  We remain 
confident that our investment process of impacting asset mix, one security at a time, is well grounded, and will deliver attractive risk-
adjusted returns to SEAMARK clients.   
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Robert G. McKim, CFA 

Chief Investment Officer 
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SEAMARK's portfolio managers and analysts strive to stay on top of new technologies and potential dis-
ruptions in industries we follow, not only by following outside research, but by also doing our own detec-
tive work.  
 
Joel, who covers the technology sector, recently had the privilege to make a pilgrimage to the technology 
mecca, Silicon Valley, to attend a technology investment conference to learn and meet with management 
teams operating within his coverage.  
 
“I went to San Francisco in the hunt to uncover new companies to add to our clients’ portfolios, and alt-
hough I did come back with dozens of new ideas, I came away with something I consider to be far more 
important; and that is the potential threat that technology is going to have on all industries.” 
  
Technology and the internet have been putting pressure on traditional business models for some time 
now.  One such model is the traditional build it and they will come model. The big-box retailing model is  
volume based where retailers build large stores in locations outside of core density areas within a typical 
urban centre. With significant buying power, these retailers are able to source the goods they supply in 
store at a lower cost per item, allowing savings to be passed onto customers in the form of lower prices. 
The model only holds if volumes are significant enough to maintain this buying power and hence lower 
prices for consumers. 
  
Along comes Amazon…which decided to instead build huge warehouses and ship competitively priced 
items found in many big box stores directly to each customer, bypassing the big-box altogether. The ubiq-
uitous use of the internet and increased shipping efficiency has caused a seismic shift of purchases to be 
completed online, which many big-box retailers have yet to adjust to. Even shipping is being pressured 
now with Amazon hoping to deliver packages with drones. While that possibility might be years away be-
fore mass adoption (if ever…), this illustrates the disruptive nature and ensuing ripple effects technologi-
cal change brings.  
  
We need to look no further than how Sears, RadioShack, Linens & Things and other traditional big –box 
retailers have been essentially put out of business by online merchants such as Amazon. We can also 
think about what Netflix did to Blockbuster. ShopperTrak reported that during the 2013 holiday season, 
retailers received about half the holiday foot traffic of 2010.  
  
SEAMARK takes the long view towards the durability of a company’s competitive advantage.  Technologi-
cal change, and the impact it brings to purchasing behaviour cannot be understated.  But in some cases it 
takes years to 'roll out', one generation at a time.  As long term investors we are always cognizant of the 
competitive advantages of the companies in which we invest.  Technological change is one of the biggest 
disruptors to a company’s ability to sustain its competitive advantage. Avoiding the losers is just as im-
portant as holding on to the winners!  
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Joel Muise, CFA  
Google Mountain View | 1600 Amphitheatre Parkway | Mountain View, CA 
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Annualized Return a          13.3% 
 

S&P/TSX Composite a         7.3%        
(Annualized Total Return)                     

 

Dividend Yield                     3.7%                
(ex-cash)                               

 

Yield on Original Cost        

(ex-cash)                                                       4.4%             

 

% of Companies With  

Dividend Increasesb             92% 

 

Average Rate of Dividend 

Increasesb                             7.3% 

 

Correlation a,c                          0.3 

 

Standard Deviation d          5.9% 

 

Standard Deviation -    

S&P/TSX Composite d             9.6% 

 

Portfolio Beta a,c                     0.3 

 

Upside 

Capture Ratio a,c                 70.9% 

 

Downside  

Capture Ratio a,c                 0.08% 

 
As at March 31, 2015 
 
A) Since  Low Volatility Equity composite inception date 
– Jan 1, 2011 

B) Past 12 months 

C) Vs. Benchmark S&P/TSX Total Return Index.  
 
D) Annualized since Jan 2, 2011 
 
 
1.  The Low Volatility Equity Composite includes assets of the 
SEAMARK Pooled Low Volatility Equity Fund and similar 
mandates, one of which was under the management of 
McKim, Wishart and Loughery during their partnership at 
LeeSide. All rates of return are time-weighted historical 
compounded total returns calculated on an actual basis 
before fees. Past performance is not necessarily indicative of 
future returns.  Performance is reported in CA$ 

In the last 12 months SEAMARK has undergone the scrutiny of three due diligence teams, every one 

of which has given us a passing grade, and entered into a business relationship with us. The latest is 

Lysander Funds, the retail affiliate of institutional bond manager, Canso Investment Counsel - the 

latter manages in excess of $14 billion in AUM. We are proud to announce two new funds were 

launched on Jan 2, 2015 in conjunction with Lysander Funds, the Lysander-SEAMARK Balanced Fund 

(akin to a successful retail mandate SEAMARK managed in the past), and the Lysander-SEAMARK To-

tal Equity Fund. These are traditional flagship mandates offered by SEAMARK. We have partnered 

with Lysander to offer these funds, as opposed to the typical third party sub-advisory relationships 

prevalent in the industry. We think this is an attractive arrangement for SEAMARK, and for investors 

in the funds. Both parties are very excited about the new partnership. SEAMARK has great story to 

tell...a remarkable comeback, and interesting flagship mandates. In addition to accessing professional 

money management, an attractive discounted management fee is offered to early adopters - a rate 

that is grandfathered for subsequent investments into the new mutual funds. We are pleased to an-

nounce that we will be extending the early adopters discount beyond the initial February 28, 2015 

deadline 2.  Read more 

Low Volatility Equity Update1 

Early Adopter Extension—Mutual Funds 

2014 API Money Management Award 

API Asset Performance Inc. (API) is Canada’s largest independent investment consulting firm focused 

solely on the needs of the institutional investment community. We are proud to have received recogni-

tion by API Asset Performance Inc. for the performance of SEAMARK’s Balanced Pooled Fund in the 

2014 Money Manager Awards .  

To view the award click here  

To learn more about SEAMARK’s suite of Pooled Funds click here 

This bar chart illustrates how $100 invested in the S&P/TSX Total Return Composite - using negative 

return months only - performed versus how $100 invested in the SEAMARK Low Volatility Equity Com-

posite performed during those same 

months. Compounding those negative 

return months would have caused 

$100 invested in the S&P/ TSX Total 

Return Composite to decline to $64 

whereas $100 invested in the SEA-

MARK Low Volatility Equity Composite 

would have been preserved at $100. 

The downside capture ratio represents 

the relative proportion lost in negative 

return periods versus a comparative 

benchmark. SEAMARK’s Low Volatility 

Equity Composite boasts a downside 

capture ratio of 0.08%! 

 

http://lysanderfunds.com/seamark-asset-management/
http://www.seamark.ca/images/API_Asset_Performance_Inc._-_2014_Top_Money_Manager_Awards.pdf
http://www.seamark.ca/what-we-do/pooled-funds.html
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Pooled Fund Capital Gains Tax Deferrals 

Performance Update1                       As at March 31, 2015 

1. Performance data is calculated on an actual basis for periods of less than one year, and on an annualized basis for periods of one or more years. Perfor-
mance data assumes the reinvestment of all distributions and does not take into account management fees or income taxes (except for withholding tax, if 
any, on foreign income) payable by any unitholder that would have reduced returns. Past performance is not necessarily indicative of future returns. 

 

Links to Q1 2015 Pooled Fund Profiles 

 

Balanced     Canadian Bond     Canadian Equity     U.S. Equity     Low Volatility Equity     Total Equity 

Stay in touch! Subscribe to The Latest and follow us on LinkedIn and Twitter 

 Telephone:  902-423-9367     |     Toll Free: 888-303-5055     |      Email:  information@seamark.ca 
2. Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please read 

the prospectus before investing. Mutual funds are not guaranteed, their values change frequently and past performance may not be re-

peated.  

  One One Six Nine YTD One Two Five Ten Inception Inception 

  Month Quarter Months Months   Year Years Years Years Return Date   

SEAMARK Balanced Fund -0.9 5.9 9.4 12.5 5.9 14.3 15.2 10.2 7.4 7.9 6/30/1997 

Balanced Benchmark* -0.7 5.6 7.6 8.7 5.6 12.1 12.2 8.8 6.6 6.4   

                        

SEAMARK Canadian Equity -1.3 1.3 1.6 2.4 1.3 8.8 14.0 7.4 7.3 9.0 6/30/1997 

S&P/TSX Composite Index -1.9 2.6 1.1 0.5 2.6 6.9 11.4 7.4 7.4 6.8   

                        

SEAMARK Low Volatility Equity -1.0 5.3 9.5 13.2 5.3 16.4 17.1 0.0 0.0 18.5 8/31/2012 

S&P/TSX Composite Index -1.9 2.6 1.1 0.5 2.6 6.9 11.4 0.0 0.0 12.3   

                        

SEAMARK Canadian Bond Fund -0.3 4.2 6.7 7.7 4.2 9.7 5.0 5.6 5.7 6.2 6/30/1997 

FTSE TMX Canada Universe Bond 
Index  

-0.3 4.2 7.0 8.1 4.2 10.3 5.5 6.1 5.6 6.1   

                        

SEAMARK U.S. Equity Fund 0.2 9.6 16.1 23.4 9.6 22.1 24.4 16.3 7.3 7.5 
06/30/1997 

  

S&P 500 Index (CAD) -0.2 10.4 19.9 27.3 10.4 29.3 31.0 19.7 8.5 5.9   

                        

SEAMARK Total Equity Fund -1.7 5.5 8.6 12.9 5.5 14.9 0.0 0.0 0.0 17.5 12/31/2013  

Total Equity Benchmark** -1.0 7.1 9.5 11.3 7.1 15.6 0.0 0.0 0.0 17.6   

 *5% FTSE TMX 91 Day T-Bill Index, 40% FTSE TMX Canada Universe Bond Index, 30% S&P/TSX Composite Index, and 25% MSCI World (ex Canada) Index                       

**50% S&P/TSX Composite Index, 35% S&P 500 Index, and 15% MSCI EAFE Index    

 Tax Loss Carry Forwards*  

SEAMARK Pooled U.S. Equity Fund $22,787,553 
Some of these tax loss deferrals are significant   
compared to the assets in the respective Pools. 
Please contact Beste Alpargun for more infor-
mation.  902 423 9547 balpargun@seamark.ca 

SEAMARK Pooled Total Equity Fund $17,915,620 

SEAMARK Pooled Low Volatility Equity Fund $5,825,222 

SEAMARK Pooled Canadian Equity Fund $5,163,873 

SEAMARK Pooled Balanced Fund $1,902,304 

   

*Audited Financial Statements, as at December 31, 2014  

http://www.seamark.ca/images/pdf/pooledfunds/BalancedQ115.pdf
http://www.seamark.ca/images/pdf/pooledfunds/CdnBondQ115.pdf
http://www.seamark.ca/images/pdf/pooledfunds/CdnEqQ115.pdf
http://www.seamark.ca/images/pdf/pooledfunds/USEquityQ115.pdf
http://www.seamark.ca/images/pdf/pooledfunds/LowVolEqQ115.pdf
http://www.seamark.ca/images/pdf/pooledfunds/TotalEqQ115.pdf
mailto:aslawter@seamark.ca?subject=The%20Latest%20-%20Subscription
http://www.linkedin.com/company/seamark-asset-management
https://twitter.com/seamarkasset
mailto:information@seamark.ca

