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At the time I wrote the June CIO letter, the second quarter had ended with a thud, as events in Greece and China had raised concerns 
about prospects for world growth. The phrase "may you live in interesting times" comes to mind, as investors grappled with the potential 
impact of these macro events. That consternation abated briefly with agreement on another band-aid that alleviated concerns over 
matters in Greece. By the end of August, the slowdown in China had once again raised questions about world growth, just as the markets 
were bracing for the U.S. Federal reserve to raise interest rates by 25 basis points in September. Taken together, this was enough to push 
markets lower, to officially dip into ‘correction’ territory. So far, the dramatic low reached on August 24 has held, as markets churn daily to 
regain their footing. Concerns about China are particularly relevant for commodity producing countries like Canada. The S&P/TSX 
Composite Index fell by 4% in September, and the Canadian dollar closed weaker again this quarter, at 74.66 down from 80.17 at June 30. 

The third quarter saw world equity markets record weak performance, with the S&P/TSX registering a total return of -7.9%, and the 
S&P500 a total return of -6.4% (+0.4% in Cdn Dollar terms). Bonds, acting as a temporary safe haven, managed to eke out a meagre return 
of 0.15% as measured by the FTSE TMX Canada Universe Bond Index. 

While the recent market dip is top of mind for investors, it may be worth considering that it is common for markets to correct from time to 
time. In the late summer and fall of 2011, markets reacted quite violently to the prospect of a U.S. Government shut-down as Congress 
battled over funding the nation's debt. And last fall, markets temporarily swooned for a month or two over the Ebola scare. Markets don't 
go straight up endlessly. It is sometimes painful to be reminded that there is an inevitable ebb and flow in financial markets. 

That said being said; the volatility during the last six weeks of the quarter caught many by surprise. Some have attributed it to timing, 
arriving right at the end of summer when many investment professionals were away from their desks. However, the impact of exchange 
traded funds (ETF) cannot be overlooked. The ease of which an ETF holder can exit the market has increased the liquidity of the 
marketplace. The trouble is that there isn't always enough offsetting demand, so the ease of exit comes at a steep price, often creating big 
gaps as the herd mentality results in too many people moving in tandem. I believe that most ETF players are less discerning about 
valuations of individual companies, but instead are driven by top down thinking. That is more akin to momentum investing, and brings 
added volatility to the markets. Momentum investing provides opportunity to those that invest by predetermining a company's value, and 
are willing to lean into the wind to buy when others are indiscriminately selling, as we saw in late August. 

In the meantime, central banks around the world remain accommodative with their monetary policies. The U.S. economy continues to 
grow at a reasonable rate, and Canada has returned to positive growth in the last couple of months. With this as a background, we 
continue to look for good values among stocks of sound companies. The bloom may be off those sectors and companies that are 
significantly impacted by a slowdown in China, but we are happy to find low volatility type companies that have corrected along with the 
market. Short term volatility comes and goes, but offers us the opportunity to selectively buy high quality investments when they are on 
sale. 

 

Sincerely, 

 

 

 

 

Robert G. McKim, CFA 

Chief Investment Officer 
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Who are fiduciaries, and why should an investor care about fiduciary responsibility? 

A fiduciary is charged to employ the highest standard of care, always acting honestly and in good faith 

with a view to the best interests of the client, while exercising the care, diligence and skill that a 

reasonably prudent person would exercise in comparable circumstances. Acting in the best interest of the 

client requires making independent and unbiased investment decisions. 

The use of the term fiduciary has come under recent scrutiny in the U.S., with a prominent investor 

protection and resolutions group reviewing the use of the term by U.S. brokerage firms. 1 

One might be surprised to learn that not all financial professionals are held against this standard, 

regardless of their education, their job titles, how they advertise, or even the 'name' firm they work for.  

That strikes to the heart of the business model and nature of the practitioner’s employer firm, its lines of 

business, and even its compensation model. 

In Canada, regulations require all registrants to abide by the suitability rule through determining whether 

the purchase or sale of a security recommended to an investor is suitable for the investor. In order to 

reach that conclusion, registrants have to know the client’s objectives and needs (Know Your Client) and 

know the product or security characteristics and its risks (Know Your Product).  Only then can they ensure 

that the product or security they are recommending will match the needs, objectives and risk tolerance of 

the client. Although the suitability requirement is an important foundation, it is only a part of the fiduciary 

obligation. 

The only financial professionals who are under fiduciary obligations are portfolio managers with 

discretionary authority over their clients’ accounts. A discretionary account, also known as a managed 

account, is an account for which the manager has sole discretion to make investment decisions to buy or 

sell securities without the client’s expressed consent for each transaction. In this model, the manager gets 

a management fee as a percentage of the investments they manage, as opposed to a commission based 

on the volume of buying or selling securities or products. Therefore the portfolio manager and the client 

have the same ultimate goal, to grow the client’s assets. This fee is transparent and simple to understand 

in comparison to the rest of the industry where there might be embedded distribution costs. Although the 

industry is in the process of improving the disclosures through the Client Relationship Model (CRM), at this 

stage CRM only addresses the transparency issue. 

Independence and objectivity go hand in hand with fiduciary obligations. If a gourmet chef were to 

prepare a customized dish for you, you would expect him or her to shop for the best ingredients in the 

market for your dish, rather than concoct a plateful of food from just the ingredients given to him from 

the kitchen. Similarly, fiduciaries should be able to implement best execution principles when it comes to 

constructing portfolios.  They should have access to competing research opinions on the investments that 

are considered in constructing the portfolio.  They need to shape an independent and unbiased view of 

the securities and products, and be able to test the price of those products, so as to purchase the best 

offerings from any source while undertaking to customize a portfolio for the client. Compensation should 

not be tilted in favour of in-house products or investment offerings. 

SEAMARK is registered with provincial securities commissions as an investment fund manager. Our 

business model is based on discretionary investment management. We therefore act in a fiduciary 

capacity on behalf of our clients. At SEAMARK, we have access to research from multiple brokerage firms, 

and we seek best execution in our trading. For example, in the less price transparent bond market, we 

solicit fixed income quotes from multiple institutional bond desks to obtain the best prices available in the 

marketplace. (continued on next page…) 
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SEAMARK Adopts Global Investment Performance Standards (GIPS®) 2-14 

There are many high standing professionals participating in the investment industry.  Most are 

accredited in some manner, so the myriad of 'letters' after one's name can often be confusing to the 

public.  However, fiduciary responsibility lies at the core of the CFA Institute’s Code of Ethics and 

Standards of Professional Conduct. The Chartered Financial Analyst® (CFA) credential has become the 

most respected and recognized investment designation in the world. Every member of SEAMARK’s 

Investment Team is a CFA charterholder, therefore we abide by a stringent Code of Ethics and Standards 

of Professional Conduct. These ethics and standards require we act with integrity, competence, diligence, 

respect and in an ethical manner with clients, and to place the integrity of the investment profession and 

the interests of clients above our own. We are to use reasonable care, and exercise independent 

professional judgement when conducting investment analysis, providing investment recommendations, 

and taking investment actions. We believe in higher standard setting when it comes to our business 

model, and our credentials are just one of the important components included in the package we have 

tailored, to deliver the best for our clients. 

Co-authored by: Beste Alpargun, MBA, CFA & Robert G. McKim, CFA  

 

 

SEAMARK is pleased to announce it now claims compliance with CFA Institute’s Global Investment 

Performance Standards.  Further, SEAMARK hired an independent verification expert to verify our claim. 

The GIPS standards serve as the guidelines that investment managers should follow when reporting 

performance to prospective clients.  The GIPS standards benefit two main groups: investment 

management firms, and asset owners (investing or prospective clients, along with the investment 

consultants whose job is to evaluate, supervise, hire, and dismiss investment management firms on 

behalf of those clients).  By choosing to comply with the GIPS standards, investment management firms 

assure prospective clients that the historical “track record” they report is both complete and fairly 

presented. Compliance enables the GIPS-compliant firm to participate in competitive bids against other 

compliant firms throughout the world. Prospective clients have a greater level of confidence in the 

integrity of performance presentations as well as the general practices of a compliant firm and can more 

easily compare performance presentations across different investment management firms globally.  

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 

$57 whereas $100 invested in the SEAMARK Low 

Volatility Equity Composite would have declined 

to  $97. 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 5.7%!  

Low Volatility Equity Composite Update 2-14 

LOW VOLATILITY  

EQUITY COMPOSITE  2-14 

 
 
Annualized Return a          11.3% 
 

S&P/TSX Composite a         2.7%        
(Annualized Total Return)                     

 

Dividend Yield                     4.0%                
(ex-cash)                               
 

Yield on Original Cost        

(ex-cash)                                                       4.6%             

 

% of Companies With  

Dividend Increases b         92.0% 

 

Average Rate of Dividend 

Increases b                             7.2% 

 

Correlation a,c                          0.5 

 

Standard Deviation d          6.3% 

 

Standard Deviation -    

S&P/TSX Composite d             9.7% 

 

Portfolio Beta a,c                     0.4 

 

Upside 

Capture Ratio a,c                 74.6% 

 

Downside  

Capture Ratio a,c                   5.7% 

 

 

 

 
As at September 30, 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 
 
 
 

Fiduciary Duty…(continued) 
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Pooled Fund Capital Gains Tax Deferrals 

Performance Update 15            As at September 30, 2015 

 

Links to Q3 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 

 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 YTD One Two Five Ten Incep- Inception 

  Month Quarter Months Months   Year Years Years Years Return Date   

SEAMARK Balanced Fund -2.0  -3.1  -5.1  0.5  0.5  3.8  10.5  8.6  6.1  7.3  6/30/1997 

Balanced Benchmark* -1.9  -2.6  -3.9  1.5  1.5  3.4  8.7  7.2  5.5  6.0    

                        

SEAMARK Canadian Equity -3.7  -6.8  -9.6  -8.4  -8.4  -8.2  5.6  4.9  4.9  8.1  6/30/1997 

S&P/TSX Composite Index -3.7  -7.9  -9.4  -7.0  -7.0  -8.4  5.0  4.5  4.8  6.1    

                        

SEAMARK Low Volatility Equity -1.2  -0.9  -3.5  1.6  1.6  5.6  12.0  N/A N/A 13.9  8/31/2012 

S&P/TSX Composite Index -3.7  -7.9  -9.4  -7.0  -7.0  -8.4  5.0  N/A N/A 6.7    

                        

SEAMARK Canadian Bond Fund -0.1  0.4  -1.5  2.7  2.7  5.1  5.7  4.3  5.1  6.0  6/30/1997 

FTSE TMX Canada Universe Bond Index  -0.3  0.1  -1.6  2.5  2.5  5.3  5.8  4.5  5.0  5.9    

                        

SEAMARK U.S. Equity Fund -1.8  -4.0  -6.0  3.0  3.0  9.2  16.8  15.4  6.3  6.9  06/30/1997   

S&P 500 Index (CAD) -1.2  0.5  -0.9  9.4  9.4  18.8  24.5  19.5  8.3  5.7    

                        

SEAMARK Total Equity Fund -2.6  -4.7  -6.7  -1.5  -1.5  1.4  N/A N/A N/A 7.8  12/31/2013  

Total Equity Benchmark** -2.8  -4.3  -5.6  1.1  1.1  3.3  N/A N/A N/A 8.6    

 *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    

http://www.seamark.ca/images/pdf/pooledfunds/BalancedQ315.pdf
http://www.seamark.ca/images/pdf/pooledfunds/CdnBondQ315.pdf
http://www.seamark.ca/images/pdf/pooledfunds/CdnEqQ315.pdf
http://www.seamark.ca/images/pdf/pooledfunds/USEquityQ315.pdf
http://www.seamark.ca/images/pdf/pooledfunds/LowVolEqQ315.pdf
http://www.seamark.ca/images/pdf/pooledfunds/TotalEqQ315.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
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1. https://piaba.org/system/files/pdfs/PIABA%20Fiduciary%20Study%20News%20Release.pdf  

2. http://www.gipsstandards.org/about/Documents/factsheet.pdf  

3. http://www.gipsstandards.org/compliance/Pages/firms_claiming_compliance.aspx 

4. SEAMARK Asset Management (2013) Ltd. claims compliance with the Global Investment Performance Standards (GIPS®). 

5.  SEAMARK Asset Management (2013) Ltd. is an independent Halifax, Nova Scotia based company that offers its services 

 to institutional and private clients across Canada. SEAMARK provides investment management services with a focus on 

 preserving and enhancing clients’ assets over the long-term. Experienced and accessible investment professionals 

 follow a team-based process that consistently applies clearly articulated investment principles to meet each client’s 

 objectives. Firm history begins in 2009 with the predecessor firm LeeSide Capital Management. SEAMARK is 100% 

 owned by its employee group.  

 SEAMARK Asset Management (2013) Ltd. was formed in 2013 for the purpose of acquiring the assets of SEAMARK Asset 

 Management Ltd from Matrix Asset Management Inc. Acquired assets included those of LeeSide Capital Management, 

 established in 2009, which were acquired by SEAMARK Asset Management in 2012. Robert McKim, CEO and CIO, is the 

 beneficial majority owner of SEAMARK Asset Management (2013) Ltd. while all other investment professionals hold  

 minority interests in the firm; there are no outside shareholders. 

6.  For a complete list and description of composites and/or GIPS compliant presentations, contact Joel Muise at 902 423 1172 or by 

 jmuise@seamark.ca  

7.  The composite seeks to preserve and enhance capital with the additional goal of minimizing volatility by investing in global equities 

 offering current dividend income and good potential for long-term capital gains. The portfolios have the ability to be 100% invested 

 in Canadian equities. Minimum account value is $1 million. 

8.  The following are the annualized returns for the Low Volatility Equity Composite for periods ending September 30, 2015: One Year,  

 6.22%, Three Year, 13.75%, Since Inception date of January 1, 2011, 11.27%. 

9.  Returns presented GROSS-OF-FEES  

10.  The following are the annualized returns for the S&P/TSX Composite Total Return Index for periods ending September 30, 2015: One 

 Year, –8.38%, Three Year, 5.71%, and Since January 1, 2011, 2.73%. 

11.  The benchmark is 100% S&P/TSX Composite Index Total Return, a stock market index based on the market capitalization of the 

 largest companies on the Toronto Stock Exchange; expressed in Canadian dollars. 

12.  Composite performance is expressed in Canadian dollars. 

13.  Past investment performance may not be indicative of future investment performance. 

14. SEAMARK Asset Management (2013) Ltd. has been verified for the period from January 1, 2010 to Dec 31, 2014 by EVIV Group Inc. 

15. 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 returns. 

Past performance is not necessarily indicative of future returns. 


