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With 2015 behind us, we can do a quick review and look ahead to 2016 to survey the investment landscape. 

In retrospect, the recent year wasn’t a great one for investors.  Fixed income assets managed to fare better than equities, despite the threat of 

rising rates in the U.S.  Bond yields, as measured by ten year U.S. Government issues, rose by 10 basis points to 2.27%.  Conversely, ten year 

Canada yields declined from 1.79% to 1.39% over the twelve month period, which allowed the FTSE TMX Canada Universe Bond Index to register a 

return of 3.5%.  

Negative returns prevailed in most world bourses.  In our commodity-heavy Canadian market, the S&P/TSX Composite Index declined 11.1%. The 

U.S. economy held up quite well, but third quarter earnings declined for the S&P 500 Index.  By year end, the Dow and the S&P 500 had both 

slipped into the red, with the Dow down 2.2% and the S&P 500 down by 0.7%.  The U.S. dollar appreciated by 9.3% against a broad basket of 

currencies in 2015, which ultimately proved to be a headwind for U.S. companies doing business abroad; a factor that may persist in 2016.  

Emerging economies struggled due to their intertwined dependence on the U.S. dollar.  MSCI EAFE markets recorded a decline of 3.3%.    

With that background, the coming year holds great mystery, and potentially great opportunity.   

On the heels of the plunge in commodity prices witnessed in 2015, there is little confidence that the world will see an imminent rebound in prices.  

That being said, commodities such as oil and potash could experience a spike in prices, if the failed cartels should come to resurrect themselves 

and quickly re-establish higher trading levels of these particular commodities.  Gold also holds the potential to rebound, given the higher level of 

turmoil in the Middle East. 

The geopolitical outlook is particularly foggy as we head into a new year.  The sharp drop in commodity prices has played havoc with South 

American producing countries like Brazil and Venezuela.  Russia too, is reeling in the face of lower oil prices.  The Middle East is amuck with 

disturbing elements including the Syrian Refugee crisis, civil war and the rise of Islamic State, anxious to fill the vacuum left by the economic and 

social strife of the region.  ISIS seems determined to export its brand of terrorism across the world.  This is a well-funded enemy posing an 

increased terror threat to the west. 

Notwithstanding this uncertain backdrop to the world economy, the U.S. has just embarked on a return to normalization 

of interest rates.  The Federal Reserve has determined that the U.S. economy is strong enough to withstand modestly 

higher interest rates.  The 25 basis point ‘lift-off’ in rates in December, marked the first such rise since 2006.  Additional 

modest increases could be in store for 2016, provided the economy holds firm.  The U.S. is once again the world’s beacon 

for growth, with the Fed forecasting GDP to advance by 2.4%, meaningfully ahead of the 2.0% expected by the Bank of 

Canada for this country. 

What of the political implications for investors in this, a U.S. electoral year?  At this early stage, the landscape is cluttered 

with candidates of all stripes vying for the leadership of their respective parties.  This political year promises the un-

normal, with so many voters apparently fed up with politics as usual, providing the political outsiders from both parties 

with surprising levels of support early in the races. 

There is room for surprise from every front in 2016.   

This, more than any other in recent memory, is a year that demands broad diversification with a strong emphasis on high quality assets.  This is the 

way SEAMARK constructs clients’ portfolios.  We purchase carefully vetted companies that are leaders within their industries.  Strong companies 

often prosper at the expense of their weaker competitors, particularly in times of turmoil.  SEAMARK also holds a bias toward dividend paying 

companies, especially those companies that have a history of increasing dividends. Those payouts form an important part of total return, and in 

many cases provide a floor to the price of shares in volatile times.  For several years now, ‘growth’ has been outperforming ‘value’, particularly in 

the U.S. marketplace.  We think the backdrop is ripe to see a change in that pattern as we embark into a new year.  So, despite the uncertainty 

ahead, we are confident of our investment process and in the companies that make up our high quality portfolios. 

Sincerely, 

 

 

Robert G. McKim, CFA | Chief Investment Officer 
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There is a thin grey line in healthcare between what is acceptable, and what is unethical.  SEAMARK strives to own 

ethical drug companies for the long term that have sustainable businesses.  This is markedly different from the 

approach favored by some hedge fund managers of owning companies that are not research based.   Canadian 

company Valeant has become the latest poster child in this morass, as the company has engaged heavily in short 

term strategies that achieve returns through aggressive cost cutting. Those measures almost always include the 

hatcheting of R&D departments, the traditional lifeline of ‘real’ pharmaceutical companies.  Instead, the Valeant 

model prospers by ratcheting up the pricing of old off-patent drugs that have little competition.  That may not be 

surprising given that Valeant’s CEO, is a former McKinsey consultant for their health care practice.  He is not a 

scientist, but an opportunist.   

Valeant’s behavior wouldn’t cross the line into ‘unethical’, but their practices hardly rate them as a good corporate 

citizen.  The company has even taken steps to domicile themselves in low tax jurisdictions, notwithstanding that 

their real operations are run from the U.S.  One wonders where the value-add to society lies, with short term 

opportunistic companies like Valeant. 

At the peak of their game, Valeant had a lower cost of capital than more established players.  But they have piled 

on debt, and are heavily dependent on access to capital markets to execute their strategy.  So with all stops pulled, 

companies like Valeant have very few friends. To wit, the company’s rapid fall from grace when its stock price 

reversed from an August high of almost $350, falling to the low 90’s in November.  

Healthcare is a heavily regulated industry. Companies that cut corners every time to make more money, eventually 

attract negative attention.  Traditionally in the industry, winners are created in the labs, and the major 

pharmaceuticals enjoy some of the fruits of discovery by deploying capital and scale.  In every industry there are a 

few upstarts that push the boundaries.  One current example would be Gilead’s intentionally high pricing of 

Hepatitis C cures Sovaldi and Harvoni- upwards of $80,000 list price for a treatment in the U.S.  This has created 

some pushback from politicians, as the high price probably restricts access for many people.  We choose to avoid 

companies that may develop a target on their back by profiting excessively from other people’s misery.  

Rather, we look for companies that stand to benefit over the longer term, if good things happen in the future that 

are not yet reflected in the share price.  Merck is an example of a company that still has low expectations priced-

in.  Since the time of Vioxx, it has been known as a perpetual disappointer.   Most of its key new drugs failed to win 

approval or were perpetually sidelined by the FDA.  So what has changed?  The company appointed a new CEO - 

Ken Frazier- who has brought new energy to the role.  He then brought back alumni from Amgen, Roger 

Perlmutter, as Merck’s new chief scientific officer.  Frazier is retuning the company’s approach to seeking success 

in the labs.  So far he has one notable win, with the new oncological drug- Keytruda.   But the company has other 

products in the wings too.  For example they have a doublet and a triplet for hepatitis C that may come to market 

sometime in the spring of 2016.  Merck is trying to resuscitate itself by treating its employees well and laying the 

groundwork for good things to come out of the labs.  It also pays a dividend over 3 percent, pays a legitimate rate 

of tax, and has little net debt.  Contrast that to the way in which Valeant operates. In a world seeking ‘sustainable 

practices’, we’re more comfortable with the Merck model that rewards research, employees, and pays a growing 

stream of dividends to shareholders.  

Does any of this really matter to me, you might ask?  Today we live in a world where socially responsible investing 

is no longer just for the esoteric.  Investment Committees and individuals alike are prone to making a difference 

with their shareholdings.  At SEAMARK, as true long term investors, we ‘screen’ for factors that lend to 

sustainability of operations.  The tragedy of a Valeant is that many investors are unwitting holders of the shares 

through their ‘growth’ managers, or through index funds and ETFs.   

But how significant could a Valeant be in a national index composite like the TSX?  You might be surprised.  In late 

July, 2015, Valeant’s market cap surpassed that of the Royal Bank, making it the largest company listed on the 

TSX!  Further, the Valeant phenomenon has spawned numerous imitators, who have raised huge amounts of new 

capital from Canadian investors.    

This entire phenomenon, once again reminds us of the words of SEAMARK’s founder, Peter Marshall, when asked 

why not use index funds?   His response was simple and straight forward; “Why do you want to own the bad 

companies too?”           

George Loughery, CGA, CFA | Chief Portfolio Manager 
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From time to time SEAMARK will invest in a small cap Canadian company to add a growth element to 

portfolios.  As part of our due diligence we typically see the company, perhaps at a conference, or in some cases 

‘on site’.  On a recent visit to Saskatchewan, Beste Alpargun had the opportunity to meet with Murad Al-Katib, 

President and Chief Executive Officer, and Omer Al-Katib, Director, Corporate Affairs and Investor Relations of 

AGT Food and Ingredients (TSX:AGT). 

AGT is one of the largest suppliers of value-added pulses, staple foods and food ingredients in the world. We 

think of the company as having two businesses.  The legacy portion of the company purchases lentils, peas, 

beans and chickpeas from farmers situated in close proximity to its 34 facilities located in the best legume 

growing regions around the world. The company then sorts, processes and packages the product and distributes 

it to the global market.  Because of its scale, AGT is able to be the most efficient distributor within the industry, 

providing it with higher returns and the opportunity to further consolidate the industry, which is still very 

fragmented. 

Pulses are becoming more popular with consumers today as they begin to recognize the health benefits and 

utility of the foodstuff. These legumes are a very affordable source of protein and fibre and are considered vegan, 

gluten-free, GMO-free and allergen-free.  The United Nation has declared 2016 the International Year of Pulses. 

In addition to its legacy business, AGT is continuing to execute on its growth strategy within the second aspect of 

its business: Food Ingredients. As well as selling pulses whole, AGT has begun to process the pulses into protein, 

starch and fibre components, which separately can be used as ingredients in everything from cakes to pastas. 

Demand for these types of ingredients by leading consumer packaged foods companies like General Mills is 

accelerating as consumers look for healthier, inexpensive, clean-label ingredients in our quest to become a more 

health conscious society.  Last year alone, 6,000 products were reengineered to include pulses.  

With a strong management team, 

competitive advantage, sustainable 

growth and a solid balance sheet, 

we believe that AGT should 

continue to add-value for 

shareholders as it continues to 

execute its strategy of expanding 

the higher return ingredients 

business. 

 

My visit with the CEO, CFO and Investor Relations Director with AGT went very well. In my two hour tour, I had a 

chance to review the industry and the company’s 

positioning with the executives, as well as to see the 

production facilities. My visit served as a verification of 

Joel’s initial research on the company. I was especially 

impressed by the emphasis on risk management and 

streamlining of the information systems, as scale is an 

important dimension of their business.  

 

            
            
                                                    
       
     

       
     

        Beste Alpargun and Omer Al-Katib in the sample room of AGT 

 

Joel Muise, CFA | Investment Analyst & Beste Alpargun, MBA, CFA | VP, Fixed Income & Portfolio Manager 

Beste visits AGT Foods in Regina, SK 
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The bar chart (below- 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 $55 whereas $100 

invested in the SEAMARK Low Volatility Equity 

Composite would have declined to just $98. 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 

3.9%!  

Following a strong 2014, 

where SEAMARK earned a 

top money manager award 

from API (see here), the team 

achieved above median for 

2015. The continued strength 

in performance vs. our peers 

has elevated the four year 

record to the 8th percentile. 

In other words, SEAMARK 

was better than 92% of peers 

in the sample for the four 

years ending December 31, 

2015.   

 

2. eVestment Alliance, LLC and its affiliated entities (collectively, “eVestment”) collect information directly from investment management firms and other sources believed to be reliable, however, eVestment does not 

guarantee or warrant the accuracy, timeliness, or completeness of the information provided and is not responsible for any errors or omissions. Performance results may be provided with additional disclosures 

available on eVestment’s systems and other important considerations such as fees that may be applicable. Not for general distribution and limited distribution may only be made pursuant to client’s agreement terms. * 

LOW VOLATILITY  

EQUITY COMPOSITE  1 

 
 
Annualized Return a          11.6% 
 

S&P/TSX Composite a         2.3%        
(Annualized Total Return)                     

 

Dividend Yield                     3.9%                
(ex-cash)                               

 

Yield on Original Cost        

(ex-cash)                                                       4.5%             

 

% of Companies With  

Dividend Increases b         81.2% 

 

Average Rate of Dividend 

Increases b                             7.4% 

 

Correlation a,c                          0.5 

 

Standard Deviation d          6.3% 

 

Standard Deviation -    

S&P/TSX Composite d             9.6% 

 

Portfolio Beta a,c                     0.4 

 

Upside 

Capture Ratio a,c                 77.7% 

 

Downside  

Capture Ratio a,c                   3.9% 

 

As at December 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. Past performance is not necessarily 
indicative of future returns.  Performance is reported in 
CA$ 

SEAMARK Achieves Five Year Track Record Managing Low Volatility Equities 

SEAMARK’s Balanced Pooled Fund Rankings2 

http://www.seamark.ca/images/API_Asset_Performance_Inc._-_2014_Top_Money_Manager_Awards.pdf


 THE LATEST  

 5 

Pooled Fund Capital Gains Tax Deferrals 

Performance Update 3            As at December 31, 2015 

 

Links to Q4 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| information@seamark.ca | www.seamark.ca 

 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 $17,763,147  

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  

  One One Six Nine One Two Five Inception Inception 

  Month Quarter Months Months Year Years Years Return Date   

SEAMARK Balanced Composite 0.4  4.6  2.0 0.1 6.0 9.4 9.2 8.6 12/31/2009 

Balanced Benchmark* 0.2 2.4 (0.3) (1.6) 3.9 7.3 6.7 7.3   

                    

SEAMARK Canadian Equity Composite (2.7) 0.7 (4.6) (7.3) (6.3) 3.3 N/A 6.3 09/30/2011 

S&P/TSX Composite Index (3.1) (1.4) (9.1) (10.6) (8.3) 0.7 N/A 3.9   

                    

SEAMARK Low Volatility Equity Composite 0.9 4.8 4.0 1.3 7.0 11.0 11.8 11.8 12/31/2010 

S&P/TSX Composite Index (3.1) (1.4) (9.1) (10.6) (8.3) 0.7 2.3 2.3   

                    

SEAMARK Fixed Income Composite 1.1 0.8 1.3 (0.5) 3.8 6.1 N/A 3.7 04/30/2012 

FTSE TMX Canada Universe Bond Index  1.1 1.0 1.1 (0.6) 3.5 6.1 N/A 4.0   

                    

SEAMARK U.S. Equity Composite 1.7 10.4 6.0 4.0 14.1 16.3 N/A 19.9 04/30/2012 

S&P 500 Index (CAD) 2.2 10.6 11.1 9.6 21.0 22.5 N/A 24.2   

                    

SEAMARK Total Equity Composite  0.1 6.8 2.5 0.5 6.7 11.2 N/A 15.6 09/30/2011  

Total Equity Benchmark** (0.4) 4.2 (0.3) (1.7) 5.3 9.7 N/A 14.1   

 *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    

3. 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. Performance 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 re-

turns. Past performance is not necessarily indicative of future returns. 

http://www.seamark.ca/images/pdf/pooledfunds/BalancedQ415.pdf
http://www.seamark.ca/images/pdf/pooledfunds/CdnBondQ415.pdf
http://www.seamark.ca/images/pdf/pooledfunds/CdnEqQ415.pdf
http://www.seamark.ca/images/pdf/pooledfunds/USEquityQ415.pdf
http://www.seamark.ca/images/pdf/pooledfunds/LowVolEqQ415.pdf
http://www.seamark.ca/images/pdf/pooledfunds/TotalEqQ415.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

