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After investors endured a roller coaster ride in the first quarter, Q2 should have been less exciting. But with just one week remaining in June, a surprise vote by the 

Brits to leave the European Union gave investors another unexpected dose of volatility.  

Many market players had already positioned portfolios for a ‘remain’ vote in Britain. In particular, hedge funds had been laying their bets on a status quo scenario. In 

fact, equities, and the value of the British Pound had been rising ahead of voting day. However, when investors awoke to a win by the ‘leave’ side, short term traders 

were left scrambling to reverse their positions. As a consequence, markets fell quickly for a couple of days, giving up almost 5% in the U.S., but less in Canada, thanks 

to gold shares that appreciated in the face of the uncertainty.  

Then, almost as quickly as share prices declined, they abruptly reversed course and traded up during the last days of the quarter. Indeed, most of the Brexit slide was 

reversed by the end of the month. This left the S&P\TSX Composite Index ahead for the quarter, with the price index rising by 4.2%. U.S. shares also advanced in the 

quarter, but the rise of the S&P 500 Index was a more modest 1.9% in U.S. dollar terms. The Canadian dollar was virtually unchanged during the quarter, so it was a 

benign factor in return calculations for Canadian investors.  

Fixed income investments were buoyed by several developments during the quarter. Federal Reserve officials took on a more dovish tone when the number of new 

jobs created in the U.S. collapsed in May, registering a mere 38 thousand vs an expected 164 thousand. In Canada, forest fires ravaged much of northern Alberta, 

bringing a virtual halt to economic activity around Fort McMurray. Talk began to emerge of Canada once again considering an interest rate cut to offset the expected 

decline in GDP that could be blamed on the impact of the forest fires. To top it all off, there was the Brexit surprise. Investors ran to safe haven bonds in the face of 

the turmoil in equities. But even as calm returned to stock markets, the investing world concluded that growth rates would be crimped by the two year process that 

lies ahead for the Brits to make their exit from the Eurozone. Thus , bond yields remained depressed. Ten year Canada yields were 1.06% by quarter-end (down 20 

basis points from March 31), while the yields on U.S. ten year Treasuries slipped to 1.47%, down 30 basis points from their level at the end of the first quarter.  

Equity markets appear to be breathing a sigh of relief after the surprising outcome of the Brexit vote. With a few days behind us, this is now being viewed more as a 

political event, and less of an economic one. In which case, what might lie ahead for investors?  

Conventional wisdom would suggest that interest rates will remain lower for longer. The pall that overhangs Europe as the divorce proceedings get underway will 

likely undercut an already weak growth outlook for the continent. But in saying ‘lower for longer’, one must take pause and be reminded that interest rates have 

been in decline for 35 years. Is the culmination of the decline right in front of us? Can we go any lower when rates have already reached negative levels in countries 

like Germany, Switzerland and Japan? Possibly. It may not be based on the economic growth that still appears intact for North America, but money flows from 

around the globe could flee to North American debt markets in search of any yield, regardless of how paltry. We may be near the end of declining rates, but, only 

time will tell.  

In the meantime, what could possibly be on the horizon that would lead to a reversal of this generational trend to lower interest rates?  There are at least two 

considerations.  Investors could begin to require a risk premium based on political upset in so many countries across the world. Today, it’s politics ‘as unusual’. 

Traditional politics have been turned on their head when we see forces on the right reversing on matters of free trade and globalization, while incumbent liberals 

have become the staunchest allies of these trends. A second development that could change investor’s expectations to interest rates could be a switch from 

monetary policy, to one of fiscal stimulus. It appears that a variety of measures of monetary stimuli have largely run their course. A shift to fiscal stimulus, just as 

Canada has initiated, could have more of an inflationary impact when it begins to drive the rate of velocity of money circulating in the economy.  

All of this leaves investors scratching their heads. More than ever, it is a time for the ‘risk managed’ portfolios that we manage at SEAMARK. High quality bonds with 

a shorter duration than the benchmark index is how we guard against the risk of higher interest rates. A properly diversified portfolio of premium companies, along 

with a holding of opportunity cash rounds out our portfolios. We look forward to investing opportunistically should the market continue along a volatile path in the 

months ahead. 

Sincerely, 

 

 

 

Robert G. McKim, CFA | Chief Investment Officer 
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SEAMARK Asset Management (2013) Ltd is pleased to announce that Beste Alpargun, Vice President of Fixed 

Income, has been appointed to the Board of Directors of SEAMARK. Tyrone Saunders has been promoted to the 

position of Portfolio Manager. “We welcome Beste to the Board, and Tyrone to the role of Portfolio Manager. We 

look forward to their continued contributions to SEAMARK and it’s clients,” said SEAMARK’s Chief Executive Officer 

and Chief Investment Officer, Bob McKim. 

The bar chart (right) illustrates how $100 invested in the 

S&P/TSX Total Return Composite Index - using negative 

return months only - performed versus how $100 invested 

in the SEAMARK Low Volatility Equity Composite 

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 $54 whereas $100 invested in the SEAMARK 

Low Volatility Equity Composite would have declined to 

just $99. The downside capture ratio represents the 

relative proportion lost in negative return periods versus a 

comparative benchmark. SEAMARK’s Low Volatility Equity 

Composite has a downside capture ratio of only 1.9%!  

Our VP—Fixed Income, Beste Alpargun was one 

of the speakers at the PSMW 2016 Conference 

held in St. John’s, Newfoundland early June. 

Public Sector Management Workshops (PSMW) 

are held by the Financial Management Institute 

of Canada every year in a different regional 

chapter city across Canada. PSMW 2016 explored 

the many areas of change Canada is currently 

facing, and what governments can do and have 

been doing to respond to changes and build 

resiliency for an unpredictable future. Beste 

presented RISK BUCKETS: Managing Investment 

Risk by Using Portfolio Differentiation. In this 

presentation, she proposed three main 

categories that institutions could adopt to 

manage portfolio risk (low volatility, mid volatility, and high volatility). 

LOW VOLATILITY  

EQUITY COMPOSITE  1 

 
 
Annualized Return a          12.4% 
 

S&P/TSX Composite a         3.8%        
(Annualized Total Return)                     

 

Dividend Yield                     3.7%                
(ex-cash)                               

 

Yield on Original Cost        

(ex-cash)                                                       4.4%             

 

% of Companies With  

Dividend Increases b            79% 

 

Average Rate of Dividend 

Increases b                             7.9% 

 

Correlation a,c                          0.5 

 

Standard Deviation d          6.3% 

 

Standard Deviation -    

S&P/TSX Composite d             9.5% 

 

Portfolio Beta a,c                     0.3 

 

Upside 

Capture Ratio a,c                 77.6% 

 

Downside  

Capture Ratio a,c                   1.9% 

 

As of June 30, 2016 
 
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 1, 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. Past performance is not necessarily 
indicative of future returns.  Performance is reported in 
CA$ and exclude the impact of fees.  

Appointments  

Beste Presents at Public Sector Management Workshop  

Downside Capture Illustration 
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A Surprising Survey 

INVESTMENT TEAM 

 
 

 Robert McKim, CFA 
 Chief Executive Officer  
 & Chief Investment Officer 
 Years with SEAMARK: 25 
 Industry experience:    37 
 
 
 
 

 Donald Wishart, CPA, CMA, CFA 
 President  
 Years with SEAMARK:  10 
 Industry experience:   19 
 
 
 
 George Loughery, CPA, CGA, CFA 
 Chief Portfolio Manager 
 Years with SEAMARK: 15 
 Industry experience:    23 
 
 
 
 Beste Alpargun, MBA, CFA 
 Vice President, Fixed Income &    
 Portfolio Manager 
 Years with SEAMARK:   6 
 Industry experience:    25 
 
 
 
 Tyrone Saunders, CFA 
 Portfolio Manager 
 Years with SEAMARK:  8 
 Industry experience:     8 
 
 
 
 Megan Murphy, MBA, CFA 
 Investment Analyst 
 Years with SEAMARK:  3 
 Industry experience:     5 
 
 
 
 

I recently received a survey from my professional association, the CFA Institute. Within the survey, I 

discovered three astonishing questions:  

 Do you feel that acting in the best interest of your clients requires taking on career risk?  

 Do you feel pressure to replicate the benchmark performance for your clients’ portfolios even 

when you feel they are sub-optimal investment ideas?  

 Do you feel pressure from your organization to take too little risk on behalf of your clients?  

It was shocking to me that anyone in our profession could find themselves in any of these situations. 

Nevertheless, upon reflection, I contend that it is a function of size and culture in our industry. Size begets 

both bureaucracy and, especially in our world, a potential trap of putting greater emphasis on compliance 

than on the client.  

One real life scenario comes immediately to mind.  Many institutional money managers, including 

SEAMARK, offer pooled funds, which are often used on the defined contribution pension platforms of 

Canada’s insurance companies. The same pooled funds could easily be offered to the general public 

through investment advisors. However, the compliance departments of the largest investment advisor 

firms often require that pooled funds, by default, be classified as “high risk”, simply because they are sold 

subject to an offering memorandum (OM), rather than by way of a prospectus. You cannot really blame 

your “broker” for the shortcoming. Imagine having to tell you that although he/she recommends the 

SEAMARK Low Volatility Equity Fund, the broker’s own firm has lumped it in with other OM funds, and 

designated them all to be “high risk”! This would have implications for the broker, perhaps subjecting him/

her to scrutiny for recommending an investment, deemed by compliance to be unsuitable for a client. In 

this example, overzealous compliance is making it more difficult, if not impossible, to get a suitable (pooled 

fund) investment into the hands of an investor that could benefit from a conservatively managed portfolio.  

As for culture, this has been determined to be the most important factor in assessing why certain 

investment management firms excel. Culture is created by the interaction of team members, yet most 

advisory firms continue to sell “products” to their clients. Moreover, clients are encouraged to believe 

that, if it has the name of a large financial institution attached to it, then it must be appropriate for their 

account.  

Recent regulatory emphasis on migrating to a new model, where the seller must apply a best interest 

standard, is proof that some clients are complaining. Under the new model, an advisor must prioritize the 

interest of his/her clients ahead of their own, and focus on achieving what is best for those clients. With 

this as a background, I can see the context of the questions posed in the survey. 

My wife owns a book called Drawing on the Right Side of the Brain which guides budding artists to utilize 

their creative side rather than simply relying on their mastery of process, to create excellent art. I 

personally see this as an appropriate analogy to the investment world.  SEAMARK, and other similar 

boutiques, do not succumb to John Maynard Keynes famous admonition that “worldly wisdom teaches 

that it is better for reputation to fail conventionally than to succeed unconventionally.” Our days at 

SEAMARK are focused on analyzing and debating the investment merits of individual companies in which 

we can invest. Fortunately, we are not dwelling on the anxieties reflected in the survey questions. 

Donald Wishart, CPA, CMA, CFA | President 

SEAMARK’s U.S. Equity Pooled Fund may be of interest to those who travel to the USA frequently, in that … 

 Distributions of dividend income can be made in US currency—avoiding the excessive cost of foreign 
exchange fees 

 The Fund is a Canadian mutual fund trust. Even though it holds U.S. based stocks, you will not have to file 
an annual T1135 Foreign Income Verification Statement related to this investment 

 The value of the Fund will not be counted as a US asset in calculating whether one’s estate will ultimately 
owe US estate tax  

Frequent Traveller to US? 
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2015 Pooled Fund Capital Gains Tax Deferrals 

Composite Performance Update 1                              As of June 30, 2016 

 

Links to Q2 2016 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| information@seamark.ca | www.seamark.ca 

 Tax Loss Carry Forwards*  

SEAMARK Pooled U.S. Equity Fund  $22,231,306  
Some of these tax loss deferrals are significant   
compared to the assets in the respective Pools. 
Please contact Tyrone Saunders for more infor-
mation.  902 423 6954 tsaunders@seamark.ca 

SEAMARK Pooled Total Equity Fund  $17,746,872  

SEAMARK Pooled Low Volatility Equity Fund  $5,411,660  

SEAMARK Pooled Canadian Equity Fund  $4,987,754  

SEAMARK Pooled Balanced Fund  $910,984  

   

*Audited Financial Statements, as at December 31, 2015  

  One One Six Nine One Two Five Inception Inception 

  Month Quarter Months Months Year Years Years Return Date   

SEAMARK Balanced Composite 0.3  3.1  2.5  7.2  4.5  7.4  9.1  8.3  12/31/2009 

Balanced Benchmark* 0.3  2.9  3.0  5.5  2.8  5.0  7.0  7.2    

                    

SEAMARK Canadian Equity Composite (0.5) 2.8  9.2  9.9  4.2  2.6  8.2  7.4  01/31/2011 

S&P/TSX Composite Index 0.3  5.1  9.8  8.3  (0.2) (0.7) 4.2 3.7    

                    

SEAMARK Low Volatility Equity Composite 2.0  5.0  9.5  14.7  13.8  12.2  13.0  12.4  12/31/2010 

S&P/TSX Composite Index 5.3  4.5  3.1  (5.0) (6.6) (0.0) 4.2 3.8   

                    

SEAMARK Fixed Income Composite 1.5  2.4  3.8  4.6  5.1  5.6  N/A 4.1  04/30/2012 

FTSE TMX Canada Universe Bond Index  1.8  2.6  4.0  5.1  5.2  5.7  N/A 4.5    

                    

SEAMARK U.S. Equity Composite 1.4  6.5  0.6  11.1  6.7  13.7  N/A 17.5  04/30/2012 

S&P 500 Index (CAD) (0.4) 2.8  (2.4) 8.0  8.5  16.7  N/A 20.3    

                    

SEAMARK Total Equity Composite  0.1  3.7  2.9  9.9  5.4  8.2  N/A 14.5  09/30/2011  

Total Equity Benchmark** (0.6) 3.4  2.5  6.7  2.1  5.9  N/A 13.1    

 *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    

1. Performance figures are calculated using the time weighed rate of return (TWRR). This performance measurement standard calculates total rates of return (i.e. income and realized and unreal-

ized gains and losses). It adjusts the impact of portfolio contributions and withdrawals, and is defined as the return on a constant dollar of assets held throughout the measurement period. Perfor-

mance data is presented on an actual basis for periods of one year or less, and on an annualized basis for periods greater than one year. Performance calculations are in CAD dollars and exclude the 

impact of fees. Past performance is not necessarily indicative of future returns.  

http://www.seamark.ca/images/pdf/pooledfunds/BalancedQ216.pdf
http://www.seamark.ca/images/pdf/pooledfunds/CdnBondQ216.pdf
http://www.seamark.ca/images/pdf/pooledfunds/CdnEqQ216.pdf
http://www.seamark.ca/images/pdf/pooledfunds/USEquityQ216.pdf
http://www.seamark.ca/images/pdf/pooledfunds/LowVolEqQ216.pdf
http://www.seamark.ca/images/pdf/pooledfunds/TotalEqQ216.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

