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CIO Commentary / Q3 2019 
 
Financial markets handed investors a win-win in the third quarter, as prices of stocks and 
bonds both advanced from mid-year. Bond yields declined to levels not seen in this cycle 
with Ten-Year U.S. Treasuries touching a low of 1.43%, and Ten-Year Canadas dipping to as 
low as 1.08%.  Stocks in Canada and the U.S. established new highs during the quarter.  
Other bourses around the world did not fare as well.  The uncertainty surrounding Brexit, 
and little or no growth in Europe have handcuffed those markets.  China continues to record 
ever slower economic growth, so emerging markets performed poorly versus North 
American stock indexes. 
 
The U.S. S&P 500 Index rose 1.2% in the quarter. After adjusting for a 1.18% decline in the 
Canadian dollar in the quarter, the S&P 500 Index registered a total return of 2.9% when 
measured in CAD. The S&P TSX Composite Index advanced by 1.7% and delivered a total 
return of 2.5% for the quarter.  
 
Bond investors have been paid handsomely of late, largely as a result of fear of a pending 
slowdown in North America.  In many parts of the world, interest rates are non-existent, or 
negative, so positive interest rates in North America are attracting capital from across the 
globe. The FTSE Canada Universe Bond Index delivered a 1.2% return in Q3, and 7.8% year-
to-date. 
 
The phenomenon of rising prices coinciding for bonds and stocks continues to perplex 
observers.  Usually the rally we have seen in bond prices (lowering yields) would portend 
much slower economic growth ahead, perhaps even a recession.  Since the yield curve first 
inverted in the U.S. back in March, there have been concerns that the U.S. economy would 
slip into recession, perhaps sometime in 2020.  This has fueled investor demand for bonds, 
looking for an alternative to stocks whose earnings may be vulnerable to an economic 
slowdown.  Yet, stock indexes have persisted in moving ahead, albeit at a reduced pace from 
earlier in the year. 
 
So far, equity investors have been willing to wait and see how the U.S./China trade talks 
might move ahead.  A resolution on that front would surely kick-start business investment, 
which has certainly slowed in the face of trade policy uncertainty.  Although the trade 
rhetoric has been tough, even discouraging at times, hope remains for a resolution.  There is 
too much at stake, with a U.S. election just a little over a year away.  Pressure persists on the 
Trump administration to do whatever it takes to keep the economy healthy. 
 

Economic data does point to some slowing in Canada and the U.S.  But these economies had 
been advancing nicely, prior to the disruptions caused by trade angst. Whether they will 
ultimately dip into recession territory next year is unknown. Both economies do have room to 
slow, without registering contraction.  And it appears that most of the head-winds facing 
markets are as a result of political, rather than economic, factors.   
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…CIO Commentary continued 

The realization that things are slowing has created a more somber mood among investors.  In the third quarter, there was a decisive 
move away from the riskiest assets.  Many of the high flyers of late took pause or declined in value.  High yield bond spreads 
widened, marijuana stocks swooned, and the price of bitcoin declined about 35% from its high in July.  Meanwhile, steady 
companies attracted some attention, based on their more dependable earnings and dividends. Their lower valuations also offered a 
place of refuge as investors began to question the length of the business recovery, now in its 10th year. 

 
Against this background, we are cognizant of the economic slowdown, and taking a slightly more defensive stance in portfolios.  
Admittedly, the uncertainty risks are higher at this point, even if the economy continues to plug along at a slower pace. But without 
a recession baked-in, we are keeping an eye for opportunities to invest in quality companies at attractive valuations. 
 
Sincerely,  
 

 
 
Robert G. McKim, CFA 
Chief Investment Officer 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

When a Portfolio Manager goes on a road trip…take boots! 

The essence of our job as portfolio managers is based on learning about the industries and companies we invest in and uncovering 
hidden value opportunities. These dynamics frame every facet of our lives; even the road trips. At SEAMARK we develop travel 
plans around client meetings and then fold in opportunities to meet with executives of companies that we are interested in.  With 
this mind set I started my road trip in Montreal, and continued to Calgary for a conference, and to meet with clients. 
 
What better way to refresh your knowledge about companies than to sit back in a big conference room and have the C-suite, 
executive level managers, of about 20 companies talk about their industry and answer your questions about their company’s 
outlook?  I’d like to share some of that with our readers… 
 
Among the companies presenting, one major theme for Canadian Banks was that the advancement of their online services is at a 
point where the banks’ investments in these advancements are the new normal, simply required to remain competitive in their 
field.  On the economic front, the banks, unlike the market, collectively shrugged off increasing concerns of the impact of low  
 

Pooled Fund Fee Discounts for New Capital 
As we draw to the close of another year, SEAMARK is pleased to offer a one-time savings on new capital contributed to SEAMARK Pooled 

Funds (Series A) by the end of 2019.  On amounts of $100,000 and higher, we will waive investment management fees from now, through 

March 31, 2020.  Investment management fees are calculated quarterly and paid in arrears. Current clients, or new investors in the Pools 

(Series A), will not be out of pocket regarding management fees on newly contributed capital, until July 2020. 

Timing is a critical factor in this offer. We urge that you act at your earliest convenience to ensure that amounts are transferred or 

contributed to any of the SEAMARK Pooled Funds (Series A) by December 31.  Please be advised that transfers of securities can typically take 

up to one month to complete, so should be initiated by the end of November. 

For more information, please contact Don Wishart, CFA at: dwishart@seamark.ca  

mailto:dwishart@seamark.ca
mailto:dwishart@seamark.ca
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When a Portfolio Manager goes on a road trip…they take boots (continued…) 

 
interest rates on their banking business.  Life insurance companies, on the other hand, have been taking steps to better prepare 
themselves for the less certain interest rate environment we live in today.  
 
On the tech side, Canadian entrant CGI is positioned to take advantage of a possible increase in cybersecurity and digitization 
investments. According to the company, especially in a slow economic environment, these remain areas of focus for government 
and government agency expenditures.  
 
The relatively new CEO of Element Fleet Management, Jay Forbes (former CEO of Aliant Inc.), assured the audience of the positive 
transformation that Element has been orchestrating.  
 
The large backlogs of business for the engineering companies, and cautious optimism expressed by railways, gave more positive 
hints about the general mood of the economy.  
 
Hours away from the protest demonstrations of the environmental groups in Montreal, I also had a chance to hear the viewpoint 
of the CEO of NFI Group.  NFI is a bus manufacturer, specializing in the manufacture of transit buses and motor coaches, and the 
distribution of aftermarket parts. What did he think about a more environmentally friendly version of public transportation? 
Interestingly, NFI Group also manufactures electric buses. Their knowledge and experience in serving various municipalities will be 
valuable, as we all grapple with how to deal with climate change. Pragmatically though, there needs to be a significant boost in 
infrastructure to accommodate these new vehicles, and that will only be made possible when municipalities see fit to make these 
investments.  
 
The last thing I learned about in Montreal was the weather warning for the weekend in Calgary, the second stop on my road trip. It 
sounded like a not-so-funny joke to my Mediterranean self, who cannot fathom snow in September. But I quickly realized that the 
news was real, and that the joke was on me, and getting funnier. I didn’t have any weather-appropriate attire, and not much time 
for shopping!  

 
Thanks to Plus 15 of Calgary, one of the world's most extensive pedestrian skywalk systems, I was 
able to make my meetings on the first day without winter boots. One of the companies I visited 
was TransAlta Renewables, which, speaking of climate, generates power from wind, solar and 
natural gas. They are particularly enthused about wind projects where they can add value as an 
operator, and benefit from the cash flows after bringing their expertise to the projects. They also 
collaborate on research projects where energy storage capabilities are explored. Hopeful, for 
industry and the environment, at the same time.  
 
Over the weekend, snow accumulated, and the last meeting of the trip was outside the Plus 15 
path system. Luckily, I saw the humble entrance of Boardwalk REIT after a nice brisk walk. 
Boardwalk is a vertically integrated owner/operator of multi-family communities located in 
Alberta, Saskatchewan, Ontario, and Quebec. After going through the boom and bust cycle in 

Alberta, lessons learned from the cycle seem to translate now into a better strategy for the next round. Instead of buying back 
their own stock, Boardwalk is determined to invest in their own growth by enhancing existing properties and participate through 
strategic alliances as a means of penetrating urban areas in which they see lucrative growth potential.  
 
SEAMARK has always favoured the idea of allowing investment decisions to flow, from the bottom up. The important takeaway 
from my opportunity to meet with a variety of Canadian companies, is that many of them continue to do well, despite the 
concerns of the market pundits that are calling for an imminent recession. Our bottom-up research allows us to maintain a 
cautiously optimistic view on corporate Canada. 
 
Wrapping up this very informative trip, was a red eye flight back to lovely Halifax, 15-degree temperatures, with a nice ocean 
breeze…  
 
Note to self:  For the next road trip, bring the winter boots, regardless of the season.   
 
-- Beste Alpargun, MBA, CFA 

VP Fixed Income, CCO & Portfolio Manager 
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2018 Pooled Fund Capital Gains Tax Deferrals 
 Tax Loss 

Carry Forwards* 
 

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 

SEAMARK Pooled U.S. Equity Fund $ 21,704,974 
SEAMARK Pooled Total Equity Fund $ 17,648,414 
SEAMARK Pooled Low Volatility Equity Fund $ 4,178,160 
SEAMARK Pooled Canadian Equity Fund $ 4,955,751 

*Audited Financial Statements, as at December 31, 2018  
 

Composite Performance Update Annual Periods as at September 30, 2019 

 Q3 2019 2018 2017 2016 2015 2014 2013 Since 
Inception 

Inception 
Date 

SEAMARK Balanced Composite (%) 2.3 -5.2 4.9 8.8 6.0 12.8 16.4 7.3 12/31/2009 
Balanced Benchmark* (%) 1.8 -1.4 7.4 7.8 3.9 10.7 11.7 7.1  

SEAMARK Low Volatility Equity Composite (%) 3.1 -2.4 6.7 12.4 7.0 15.1 23.5 10.0 12/31/2010 
S&P/TSX Composite Index (%) 2.5 -8.9 9.1 21.1 -8.3 10.6 13.0 5.3  

SEAMARK Canadian Equity Composite (%) 3.0 -12.7 5.2 19.8 -6.3 13.8 17.4 6.0 01/31/2011 
S&P/TSX Composite Index (%) 2.5 -8.9 9.1 21.1 -8.3 10.6 13.0 5.2  

SEAMARK Total Equity Composite (%) 2.7 -6.0 5.9 12.2 6.7 16.0 26.6 11.2 09/30/2011 
Total Equity Benchmark** (%) 2.3 -4.0 12.1 13.2 5.3 14.2 25.3 12.3  

SEAMARK Fixed Income Composite (%) 1.0 1.6 2.6 1.8 3.8 8.4 -2.1 3.2 04/30/2012 
FTSE Canada Universe Bond Index (%) 1.2 1.4 2.5 1.7 3.5 8.8 -1.2 3.5  

SEAMARK U.S. Equity Composite (%) 3.0 2.4 3.4 13.9 14.1 18.5 35.5 14.0 04/30/2012 
S&P 500 Index (CAD) (%) 2.9 4.0 13.8 8.6 21.0 24.0 41.5 18.2  
          
*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 Q3 2019 Pooled Fund Profiles 
Balanced Canadian Equity Low Volatility Equity Canadian Bond U.S. Equity Total Equity 

 

Stay in Touch! 
Phone: 1 902 423 9367 SEAMARK Asset Management Ltd. 
Toll free: 1 888 303 5055 400-1718 Argyle St 
Email: information@seamark.ca Halifax, NS B3J 3N6 
Visit: www.SEAMARK.ca   

 
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  

mailto:aslawter@seamark.ca
mailto:aslawter@seamark.ca
https://www.seamark.ca/images/pdf/pooledfunds/BalancedQ319.pdf
https://www.seamark.ca/images/pdf/pooledfunds/BalancedQ319.pdf
https://www.seamark.ca/images/pdf/pooledfunds/CdnEqQ319.pdf
https://www.seamark.ca/images/pdf/pooledfunds/CdnEqQ319.pdf
https://www.seamark.ca/images/pdf/pooledfunds/LowVolEqQ319.pdf
https://www.seamark.ca/images/pdf/pooledfunds/LowVolEqQ319.pdf
https://www.seamark.ca/images/pdf/pooledfunds/CdnBondQ319.pdf
https://www.seamark.ca/images/pdf/pooledfunds/CdnBondQ319.pdf
https://www.seamark.ca/images/pdf/pooledfunds/USEquityQ319.pdf
https://www.seamark.ca/images/pdf/pooledfunds/USEquityQ319.pdf
https://www.seamark.ca/images/pdf/pooledfunds/TotalEqQ319.pdf
https://www.seamark.ca/images/pdf/pooledfunds/TotalEqQ319.pdf
https://www.seamark.ca/
https://www.seamark.ca/
mailto:aslawter@seamark.ca?subject=The%20Latest%20Subscription
mailto:aslawter@seamark.ca?subject=The%20Latest%20Subscription
http://www.linkedin.com/company/seamark-asset-management
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