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We welcome in the New Year with trepidation, but with prospects for a better year than
the 2020/21 Covid-dominated years. Most importantly, may the new year find you
healthy! Hopefully, 2022 will be bringing us closer to a true normal as the months progress.
Investors have been truly fortunate over the pandemic period. 2021 was largely a year of
continued recovery for the world economy. After picking itself up off the floor from the
initial shock of Covid-19, the recovery in GDP and in labour markets has been heartening to
all. Share prices mirrored that economic triumph. Stock markets, that began their recovery
in the second half of 2020, extended the trend throughout the last twelve months. North
American bourses had several successive new highs on their way to delivering rates of
return in excess of 20% for equity investors.
Bond markets didn’t fare as well. Interest rates, that had been driven to historic lows by
Central Banks, either by lowering administered rates, or by unprecedented market
purchases of fixed income investments, really had no further room to decline. And with
inflation rearing its head of late, Central Banks have begun to taper those bond purchases,
or at least announced their intention to do so. We may be near the end of emergency low
interest rates, with the Bank of Canada and the U.S. Fed signalling a rising trend in
administered rates in 2022. Interest rates, as measured by market rates, rose markedly in
2021. The rate on U.S. 10-year Treasuries rose from 0.92% to 1.51% over the course of
2021. Canada 10-year rates advanced from 0.67% to 1.45%. Against this background, the
return on the FTSE Canada Universe Bond Index was -2.5%.
Equities more than made up for the negative return on bonds. The S&P/TSX Composite
Index rose by 21.7% in 2021, and when dividends were included, the Index registered a
total return of 25.1%. In the U.S. the S&P 500 Index rose by 26.9%, delivering a total return
of 28.7% with dividends. The Canadian dollar rose slightly year over year, by 0.43%, thereby
reducing the total return of the S&P500 Index to 28.2% in Canadian dollar terms.
SEAMARK portfolios performed well in 2021, driven by asset mix and stock selection.
Portfolios with low volatility mandates delivered strong risk-adjusted rates of return.
Investors face some challenges in 2022. The Omicron variant has proven to be the most
transmissible of the variants yet. Even if governments manage to avoid imposing
temporary economic shutdowns, the number of workers infected with the virus is already
causing cancellations and slow downs in the economy. The early part of the year is destined
to be met with less than optimum economic performance. Those impacts should wane
however, beyond the first quarter. Then investor focus is likely to turn back to inflation,
which has recently been acknowledged by Central Banks as more than just a temporary
phenomenon. That realization will have implications for monetary and fiscal policy, which
throughout the pandemic has been the most expansionary in our lifetimes. Tighter money
will likely slow the demand for real estate and financial assets in 2022. Against this
backdrop, bonds may continue the rally that began in Q4, but we expect bond yields to
work higher over the course of the year.
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SEAMARK portfolios remain heavily tilted toward equity investments, positioned for the eventual full re-opening of the economy.
That said, we are expecting tempered returns as the economy churns its way ahead. Equity valuations are already stretched and
may retrench in some sectors if interest rates should increase markedly in the year. The year ahead may require that we take
advantage of more trading opportunities as a means of achieving attractive returns for investors.
Sincerely,

Robert G. McKim, CFA
Chief Investment Officer

Preservation of Capital
Asset allocation is a process that focuses on balancing the risk and return goals of an investor, by defining the proportion of the
total fund to be invested in different asset classes, taking into consideration the investor’s risk tolerance level and investment
horizon. Perhaps investors should mark the turn of the calendar by reviewing the asset allocation of their investment portfolio.
That may be especially timely in early 2022, because central banks are now telegraphing the end of emergency low interest rates.
Indeed, they have turned their attention to inflation rates that are stubbornly higher. Increases in interest rates are in the cards
for investors in 2022.
Once upon a time there was a one size fits all approach to how investors set the asset mix constraints for their investment
managers: equities should comprise 60% of the portfolio and bonds the remaining 40%. This worked fine, because bonds
generally performed well at times when equities did not, and bonds offered reasonable investment returns in their own right.
But a forty-year run of declining interest rates may have come to an end, and so too has the potential for easily earned positive
returns from the fixed income world. To wit, interest rates on ten-year Government of Canada bonds rose from 0.68% to 1.45% in
2021 and have risen to 1.80% in the short period since the end of 2021. Consider the fact that a 1% rise in interest rates will cause
an 8% decline in the value of a ten-year Canada bond, and you can begin to appreciate the risk that holding bonds in a rising
interest rate environment can entail.
Interest rates have been rising because real (and feared) inflation has been rising. The inflation rate for the full year 2021 was
3.4%. The return from a ten-year Canada bond for 2021 was -3.7%. This means that an investor in that bond for the full year had
a negative real return of 7.1%. Dealing with the crisis of Covid-19 caused central banks to cut interest rates, and to intervene in the
bond markets to ensure their proper functioning. This support has to end, or inflation will become rampant. Ending it means
rising interest rates will be the order of the day.
Which raises the question - should an individual investor hold bonds at all? Where else is there to go if you are risk averse?
SEAMARK began dealing with this issue several years ago when bond yields were roughly 3% lower than the dividend yields
available from equities in our Low Volatility Equity Pooled Fund. We encouraged some investors to reduce bonds in favour of that
Low Volatility fund. This worked to ensure a satisfactory income flow for pensioners, charities and endowments, for example.
Many clients opted for the objective of having the cash yield of their portfolio equal their spending goal. And with meaningful
dividend increases – even in the time of Covid, they have been able to meet their income objective.
Nonetheless, when interest rates go up, the relative value of dividends declines, causing dividend centric stocks to fall in value.
While the spread between dividend and bond yields provides some protection, no one likes to see asset values in decline. The
SEAMARK Low Vol Fund invests across the 11 subsectors of the S&P TSX Composite Index, providing good diversification for
investors, even in a period of rising rates. Even in times of inflation, investments in companies which have pricing power and the
ability to raise dividends is a good alternative.
We may be returning to a time when Cash is once again an asset class that will earn a positive return. A modest amount of
interest may seem unsatisfactory, but for those who cannot tolerate a negative return of over 5% over the year ahead, it may be
one form of protection. -- Don Wishart FCPA, FCMA, CFA
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2020 Pooled Fund Capital Gains Tax Deferrals
Tax Loss
Carry Forwards*
$ 21,459,189
$ 4,936,890
$ 4,541,288
$ 4,936,890

SEAMARK Pooled U.S. Equity Fund
SEAMARK Pooled Total Equity Fund
SEAMARK Pooled Low Volatility Equity Fund
SEAMARK Pooled Canadian Equity Fund

Some of these tax loss deferrals are significant compared
to the assets in the respective Pools.
Please contact Ann-Marie Slawter
for more information:
902-423-9367 aslawter@seamark.ca

*Audited Financial Statements, as at December 31, 2020

Composite Performance Update

Calendar Year Performance

Q4 2021

2021

2020

2019

2018

2017

2016

Since
Inception

Inception
Date

SEAMARK Balanced Composite (%)
Balanced Benchmark* (%)

6.5
4.6

18.3
11.6

5.8
9.3

14.6
15.3

-5.2
-1.4

4.9
7.4

8.8
7.8

8.2
7.7

12/31/2009

SEAMARK Low Volatility Equity Composite (%)
S&P/TSX Composite Index (%)

8.1
6.5

24.2
25.1

0.3
5.6

15.5
22.9

-2.4
-8.9

6.7
9.1

12.4
21.1

10.3
7.4

12/31/2010

SEAMARK Canadian Equity Composite (%)
S&P/TSX Composite Index (%)

9.1
6.5

25.8
25.1

-2.3
5.6

19.5
22.9

-12.7
-8.9

5.2
9.1

19.8
21.1

7.4
7.3

01/31/2011

SEAMARK Total Equity Composite (%)
Total Equity Benchmark** (%)

9.2
7.2

28.6
23.9

4.6
9.6

19.1
22.8

-6.0
-4.0

5.9
12.1

12.2
13.2

12.4
13.2

09/30/2011

SEAMARK Fixed Income Composite (%)
FTSE Canada Universe Bond Index (%)

0.5
1.5

-3.0
-2.5

8.1
8.7

5.6
6.9

1.6
1.4

2.6
2.5

1.8
1.7

3.1
3.4

04/30/2012

SEAMARK U.S. Equity Composite (%)
S&P 500 Index (CAD) (%)

10.1
10.5

31.7
28.2

11.3
16.1

17.5
25.2

2.4
4.0

3.4
13.8

13.9
8.6

15.5
18.8

04/30/2012

*Effective 30 Sep 2018, the SEAMARK Balanced Composite Benchmark is 5% FTSE Canada 91 Day TBill Index, 40% FTSE Canada Universe Bond Index, 27%
S&P/TSX Composite Index, 20% S&P 500 Index, 8% Morningstar Developed Markets ex North America GR Index
**50% S&P/TSX Composite Index, 35% S&P 500 Index, 15% Morningstar Developed Markets ex North America GR Index

Links to Q4 2021 Pooled Fund Profiles
Balanced

Canadian Equity

Low Volatility Equity

Canadian Bond

U.S. Equity

Total Equity

Stay in Touch!
Phone: 1 902 423 9367
Toll free: 1 888 303 5055
Email: information@seamark.ca
Visit: www.SEAMARK.ca

SEAMARK Asset Management Ltd.
400-1718 Argyle St
Halifax, NS B3J 3N6

Subscribe to our newsletter The Latest
by clicking here and follow us on LinkedIn.

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
taxed (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. For GIPS® presentations please email information@seamark.ca

3

