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INTRODUCTION
Message from the Commerce Program
Since its founding on September 21, 2010, the Queen’s University Investment Counsel (QUIC) has grown into
Canada’s premier student-run asset management organization. QUIC was founded on three key pillars: to educate
the Queen’s community on investing, outperform the market, and bridge the gap between the Queen’s campus
and the finance industry. Through the Counsel’s educational mandate, QUIC has provided substantial value to
both its members and the broader Queen’s community. Investment competitions, like the QUIC-RBC Stock Pitch
Competition, provide crucial mentorship to younger students; the QUIC-Capitalize for Kids partnership continues
to link investment education with social impact; and QUIC’s weekly meetings consistently garner interest and
participation from student audiences across the Queen’s community. QUIC members also continue to fulfill roles
as informal ambassadors in the Commerce program for value investing and student leadership. With regards to
QUIC’s outperformance goals, the Canadian fund to-date has outperformed the market on a risk-adjusted basis by
7.6% since 2010. This reflects a discerning security selection process that is rooted in comprehensive due diligence
and intellectual debate. Moreover, QUIC has established strong relationships with firms across major global
financial centers, including New York, London, San Francisco, and Hong Kong, which have enabled students to
access an array of career opportunities within the finance industry.
QUIC’s success has been recognized and the Counsel has been rewarded for its performance through the generous
contribution from Mackenzie Investments. This $500,000 donation allowed QUIC to launch the QUIC-Mackenzie
World Equities Fund in 2014, enabling the Counsel to broaden its impact on Queen’s Commerce students by
expanding its educational platform to financial markets outside of Canada.
On behalf of the Smith School of Business, I would like to thank the members of QUIC for their demonstrated
dedication, passion, and leadership.
Sincerely,
Lori Garnier
Executive Director, Commerce Program

The Queen’s University Investment Counsel is one of the premier organizations
that students can be involved with in the Commerce program. Not only are
students able to gain hands-on experience in investments and finance, but members
of the Counsel are dedicated to educating both their team and the broader Queen’s
community. Through their collaboration with other student organizations, the QUIC
team has hosted educational events that enable students to hear from experienced
individuals in the finance industry and provides an inclusive environment for
students to supplement the concepts learned in the classroom.
Jordan Flanigan, President of the Queen’s Commerce Society
BCom ‘19
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Message from the Board of Directors
For the past eight years, I have chaired the Board of Directors managing the Queen’s University Investment
Counsel (QUIC), and throughout this time, I have had the distinct pleasure of watching it grow into the professional
organization it is today. The Smith School of Business has entrusted its students with the immense responsibility
of managing its endowment, and each year they exceed expectations. Over the past fiscal year, the QUIC team
demonstrated incredible investing acumen, navigating markets challenged by political turmoil and equity volatility,
while remaining disciplined in their ability to identify value-driven investment opportunities. The QUIC Canadian
fund returned (0.2%), underperforming its TSX benchmark by 5.8%, largely due to the fund’s defensive positioning.
This year, the QUIC-Mackenzie World Equities Fund returned 6.0%, outperforming its S&P 100 total return index
by 4.7%. Since inception in September 2010, the QUIC Canadian fund’s risk-adjusted outperformance remains
positive at 6.6%, while the QUIC-Mackenzie World Equities Fund registered risk-adjusted outperformance of (0.1%)
since its formation in October 2014.
To the entire team on QUIC, I would like to once again extend my congratulations for another outstanding year.
Beyond fund performance, your continued effort to educate the broader Queen’s community is unrivalled. QUIC’s
execution of the QUIC-Burgundy Women’s Investing Lessons and newly-established QUIC-EDGE Diversity Panel
displayed its continued dedication to broadening the investing knowledge base across all student groups while
bridging the gap between students and industry professionals. To the QUIC alumni, whom have grown to a vast
network of more than 100 professionals, I thank you for your continued support—you are the foundation on which
QUIC continues to grow and prosper. Furthermore, I would like to thank all board members, faculty, and the
advisory board for your continued involvement throughout the years. Many events, including the QUIC-QPCG
Private Equity Panel, would not be possible without your guidance and time.
I would also like to extend my appreciation to our partners at Mackenzie Investments. The QUIC-Mackenzie World
Equities Fund achieved risk-adjusted outperformance this year and hit a high watermark of $491,256 this year, and
we look forward to continuing this growth in the future. The QUIC team is still building its knowledge of the S&P
100, and I am confident that they will be able to achieve the same reliable performance that they have consistently
displayed in the Canadian fund.
Finally, to Dean Saunders and the Smith School of Business administration, thank you for your ongoing trust,
guidance, and support. Without your confidence and commitment to QUIC’s vision eight years ago, this Counsel
would have never come to fruition. Every year I am astonished by QUIC’s progression and results, and I know that
in five years, I will be equally as amazed by what they have accomplished.
Sincerely,
Peter Copestake
Chairman, QUIC Board of Directors
Smith Executive-in-Residence

QUIC gathers at Mr. Copestake’s home to celebrate the start of the school year

2018-2019 Annual Report | 5

INTRODUCTION
Message from the Alumni Council
QUIC has witnessed incredible growth over the past 16 years. What initially began as the Queen’s University
Investment Club, with the goal of providing an opportunity for students to meet like-minded individuals interested
in learning about capital markets, has since grown into so much more. Over the first eight years, QUIC grew its
resources and industry-level knowledge and was led by an entirely student-run investment team. Over this time
period, the group outperformed the market with a mock portfolio of equity and debt securities.
Nine years ago, in September of 2010, the group partnered with Queen’s University to manage a portion of the
University’s endowment, using the proven student-led structure. In the process, the Queen’s University Investment
Club became the Queen’s University Investment Counsel; in addition, the Alumni Council was formed. Today, we
remain very proud of QUIC and are pleased to congratulate the team on its accomplishments over the past fiscal
year. It is a true pleasure to represent such an accomplished and impressive alumni base, whose new additions each
year continue to improve our talent, tenacity, and dedication. It is a testament to the strength of the QUIC program
that it continues to produce such fine men and women from its graduating class.
The QUIC program continues to offer its members a first-class mentorship program that pairs more than 60 alumni
with members of the QUIC team. The mentorship program keeps alumni involved and fosters relationships between
QUIC members and alumni, many of whom having graduated over a decade apart. We continue to be proud of the
diversity of roles pursued by current members of the Counsel in a wide variety of professional fields. This year, the
QUIC team successfully secured internship and full-time positions in investment banking, public and private equity
investments, technology, and management consulting, among other areas. Each year we add enthusiastic alumni
to the mentor roster; our network now spans three continents, sixteen cities, and seventy-seven institutions across
a variety of industries.
Finally, a significant milestone in the Alumni Council’s relationship with QUIC was reached this year. The Alumni
Council was restructured with three primary goals in mind. The first, to ensure that the voice of all alumni is
represented in all QUIC matters. The second, to provide a platform for all alumni to remain connected to QUIC,
regardless of their year of graduation. Finally, to provide operational support and a stable stream of funding to
QUIC. The new structure of the Council will have one member from each graduating class represented over a twoyear tenure. Moreover, the Council will be comprised of senior and junior representatives, who will each have their
own respective membership requirements intended to leverage members’ career circumstances and familiarity with
Queen’s. It is the belief of the Alumni Council that the new structure, will allow the current team alongside alumni
to better serve the three main pillars of QUIC: to educate, outperform, and bridge.
Sincerely,
The Alumni Council

The Queen’s University Investment Counsel consistently demonstrates
its commitment to not only its own fund, but also to the broader Queen’s
community. The QUIC team has undertaken several efforts to open the QUIC experience
to others, and create an inclusive, engaging environment in which all students are
welcome to listen, learn, and participate. The Counsel has also come to be seen as
not just a club for aspiring financiers, but a platform from which highly driven and
well-rounded students are able to launch their careers in a wide range of industries.
Jordon Boerchers
BCom ‘19
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Message from the QUIC Executive
It was an incredible honour to serve as QUIC’s Executive team for the 2019 fiscal year. We are thrilled with the
progress that the 2018-2019 QUIC team has made towards satisfying our core objectives of educating the Queen’s
population, outperforming the market with managed risk, and bridging the gap between Queen’s students and
the global financial services industry. While the past fiscal year was turbulent for equity investors across the globe,
we are proud to say that QUIC’s consolidated fund closed the fiscal year with $1,394,188 in assets, implying a total
annual return of 2.8%. The Canadian fund returned (0.1%) and closed with ~$750,000 in assets, while the U.S. fund
returned 6.1% and closed with ~$490,000 USD in assets.
Throughout the year, QUIC took strides towards solidifying itself as the premier post-secondary learning
opportunity in Canada. Every three weeks, each sector team produced a 15-20 page stock pitch or industry research
report and presented a 20-minute summary of their findings at weekly public meetings. In addition, the Counsel
ran its annual Analyst Summer Training program, which was restructured in 2018 to be predicated on the three key
pillars of value investing philosophy, sector familiarization, and technical skill development (including stock-pitch
development and modelling training). The culmination of the program was the QUIC Deal Competition, an M&A
case competition which was sponsored and judged by Burgundy Asset Management. To further the educational
opportunities available to Queen’s students, QUIC hosted several public events, including a Private Equity panel
with the Queen’s Private Capital Group and a Diversity in Finance Panel with EDGE Leadership. These events
featured distinguished speakers from across the financial services industry who kindly travelled to Kingston from
both Toronto and New York. The Counsel also ran the second annual QUIC-Burgundy Women’s Investing Series, in
which CSO Irena Petkovic led 80+ female students through three workshops focused on the fundamentals of value
investing. The Series culminated in a networking event which featured nine Burgundy representatives, including
incoming CEO Robert Sankey. Finally, QUIC hosted its annual stock pitch competition, in partnership with RBC
Capital Markets. This event paired QUIC analysts with members of the Queen’s community to prepare a stock
pitch, which was then presented to RBC representatives in Toronto, including QUIC Advisory Board member
Jim Salem (Treasurer and Executive Vice President, RBC). Internally, QUIC focused on strengthening its advisory
bodies by restructuring its Alumni Council and adding three new members to its Advisory Board, including Ryan
Pedlow (Founder and CIO, Two Creeks Capital Management), Scott Earthy (Managing Partner, Fremont Group),
and Michael Borden (Vice President, Phillips, Hager & North).

Top to bottom:
Adam Carnicelli, CEO
Michael Benzinger, CIO
Irena Petkovic, CSO

Since joining the Counsel, we have been astonished by the dedication and support of QUIC’s alumni network.
QUIC’s alumni cohort includes 100+ professionals across the globe, all of whom have remained committed to
helping QUIC continue to reach new heights since graduating from Queen’s. While the commitment of our alumni
network is evidenced by the hours of mentorship and guidance provided, it is also demonstrated by the humbling
generosity of our alumni towards QUIC’s donations campaign; QUIC alumni, Advisory Board members and
supporters donated nearly ~$20,000 to the Counsel this year, a record in QUIC history. We are extremely grateful
for the continued support of our alumni and wholeheartedly look forward to joining this network of friends
and likeminded colleagues upon graduation. Furthermore, we would like to thank the Smith School of Business
and Mackenzie Investments, both of whom deserve recognition for continuing to enable the myriad educational
opportunities available to QUIC members and the broader Queen’s community. On a final note, we would like to
thank the Advisory Board, Alumni Council, and Board of Directors for their unwavering support.
Lastly, we would like to send a sincere thank you to the entire Counsel for the dedication and effort displayed this
year. Our members have embraced their respective roles with a passion for learning and a commitment to QUIC
that cannot be overstated, and we are immensely proud of the position that QUIC stands in today as a result of their
hard work. As the three of us depart from Queen’s, we rest assured knowing that QUIC will continue to serve as a
forum for Queen’s students to hone their passions for investing and business strategy for years to come.
Sincerely,
Adam Carnicelli, Michael Benzinger, and Irena Petkovic
2018-2019 QUIC Executive
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ABOUT US
History
In 2003, a group of motivated undergraduate students, driven by their newfound passion for investing, launched
the Queen’s University Investment Club (QUIC). From 2003 to 2010, the QUIC team managed a mock portfolio,
investing in both equity and debt securities. Over this period, the portfolio returned 73.4%, outperforming its
benchmark index by 23.6%. In 2009, QUIC began its fundraising initiatives as members conducted exam review
tutorials for Commerce students, raising over $13,500 in the process. The fundraising effort culminated in 2010,
when the Club raised $500,000 in seed money from the Smith School of Business. That year, the fund recorded
real portfolio gains of 17.5% for the 5-month initial fiscal year ending February 28th, 2011, representing an
outperformance over the S&P/TSX Index of 2.2%.

In this transition, the Queen’s University Investment Club became the Queen’s University Investment Counsel
– an Educational Program of the Smith School of Business, which established an ongoing partnership between the
team and Queen’s University. A Board of Directors, consisting of faculty and staff at the Smith School of Business,
was established to oversee the fund’s investments and provide guidance to the Counsel’s executive team. An
Alumni Council, consisting of several Smith School of Business graduates who had been involved with QUIC,
was also established to mentor QUIC’s members and guide the executive.
In 2014, QUIC received a generous donation of $500,000 from Mackenzie Investments to establish the QUICMackenzie World Equities Fund, with a mandate to invest in global equities. Currently, the Counsel is invested
in 33 U.S.-listed companies. In 2017, QUIC strengthened its partnership with Mackenzie Investments through an
investing mentorship program that matched Mackenzie Analysts with QUIC Portfolio Managers.

Today, QUIC is heralded as one of Canada’s premier undergraduate investment funds, with nearly $1.4 million
in assets under management. Our alumni can be found at the apex of multiple industries around the world and
remain engaged with the development of the organization and its current members. Nonetheless, QUIC remains
committed to the three principles that its foundation was built on.

QUIC Was Founded to Pursue Three Goals

Educate
To grow and retain interest in
finance at Queen’s by serving
as a forum for learning about
real-world finance
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Outperform
To increase the value of the
investment made by Queen’s
University by outperforming
its benchmark index on a
risk-adjusted basis

Bridge
To act as an intermediary
between Queen’s University
and the global finance
industry

Organizational Structure
QUIC endeavours to provide excess risk-adjusted returns over our stated benchmark. To achieve this goal, the
QUIC portfolio is managed by six sector teams, each of which has at least one Analyst and at least two Portfolio
Managers. Capital is allocated to each sector team based on the fund’s sector-specific and broader market
outlooks. These teams are responsible for deploying their allocated capital in securities within their respective
coverage universes, and for monitoring their portfolios’ returns against a sector-specific benchmark.
QUIC members convene at least once per week to provide updates on the performance of their holdings and pitch
new securities to be considered for investment. The QUIC Executive conducts these meetings and has ultimate
authority over approval and execution of portfolio transactions. Additionally, the QUIC Executive is responsible
for formulating QUIC’s strategic and tactical asset allocation strategies, reporting overall portfolio performance,
and guiding the learning and development of QUIC members. Furthermore, an IT and Promotions Manager
assists the QUIC team in organizing and implementing community involvement initiatives and maintaining our
technical infrastructure. Two Junior Analysts in their first year of the Commerce program provide additional
support to the sector teams.
At the heart of QUIC’s approach to portfolio management is the integration of macroeconomic, sector-related,
and company-specific knowledge. The Chief Strategy Officer (CSO) articulates QUIC’s macroeconomic outlook,
and Portfolio Managers combine this outlook with their understanding of industry trends to devise a sector
portfolio allocation strategy. Additionally, the Chief Investment Officer (CIO) works with the CSO to strategically
allocate capital across the sector teams, assigning heavier portfolio weightings to sectors with more favourable
outlooks. Analysts assist the Portfolio Managers in idea generation of fundamentally attractive securities that fit
within their sector and macroeconomic outlooks. Investment decisions are collaborative, with sectors presenting
their investment ideas to the entire Counsel to solicit feedback and encourage debate, before a final decision is
made by the Executive and Portfolio Manager.

Investment
decisions are
collaborative,
with sectors
presenting
their investment
ideas to the
entire Counsel
to solicit
feedback and
encourage
debate, before
a final decision
is made by
the Executive
and Portfolio
Managers

The QUIC Executive is guided by three bodies. The Alumni Council provides ongoing advice to the QUIC
Executive and access to the QUIC alumni network. The Advisory Board provides an industry perspective on
the portfolio’s positioning and risk management processes. The Board of Directors oversees the QUIC Executive
and acts as a steward of the investment made by the Smith School of Business. The Board of Directors is also an
important source of investment knowledge, as its members are primarily finance faculty and professionals.
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Team Organizational Structure
Junior Analyst
Tawkfek Abdelwahed (L)
Jamie Bennett (R)

CIO
Michael Benzinger

Alumni Council
Alumni

Board of Directors

CEO

Peter Copestake, Chair

Adam Carnicelli

Advisory Board
Industry Executives

CSO
Irena Petkovic

IT & Marketing
Elaine Gao (L)
Michelle Ye (R)
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C&H
E&U
FIG
IND
M&M
TMT

Portfolio Manager

Analyst

Andrei Florescu (L)
Ioulia Malamoud (M)
Connor Steckly (R)

Bronwyn Ferris (L)
Reid Kilburn (R)

Portfolio Manager

Analyst

Jake Clements (L)
Matthew Ferreira (R)

Ruby Harris (L)
Garrett Johnston (R)

Portfolio Manager

Analyst

Brendan Blaikie (L)
Susie Liu (M)
Linna Li (M)
Mark Nerland (R)

Henry Yu

Portfolio Manager

Analyst

Walid Herzallah (L)
Mathew Andreou (R)

Deven Chander (L)
Tina Fang (R)

Portfolio Manager

Analyst

Charan Arulmani (L)
Inaara Panjwani (R)

Sebastian Weersink (L)
Laura Wu (R)

Portfolio Manager

Analyst

Adam Klingbaum (L)
Mircea Barcan (M)
Liat Fainman-Adelman (R)

Nicholas Gakena (L)
Matthew Mastromarco (R)
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ABOUT US
2018-19 QUIC Governance Structure

A governance
structure
was created
to ensure
organizational
continuity and
effectiveness

As QUIC and the Smith School of Business forged a partnership to manage the fund and provide educational
opportunities to the Commerce community, a governance structure was created to ensure organizational
continuity and effectiveness. The foremost documents in defining this governance model are the QUIC Charter
and the Statement of Investment Policies and Goals (SIP&G). The Charter defines QUIC’s organizational
structure and purpose, from the mission statement and role of the Board of Directors to the responsibilities of
Analysts and Portfolio Managers. It also articulates the reporting relationships between QUIC and the Smith
School of Business. The SIP&G complements the Charter by defining acceptable securities, risk levels, and
portfolio allocation strategies.
The governance structure begins with the Board of Directors, led by the Chairman. This group oversees the
QUIC Executive by approving operating policies, supervising portfolio management practices, and offering
guidance and support. In 2014, QUIC added a seat to the Board to represent the Alumni Council. The Board
of Directors is complemented by an Advisory Board, which is composed of experienced finance professionals.
This group acts as a sounding board for the QUIC Chairman and supports QUIC students with industry
perspectives and resources.
Below the Board of Directors is the QUIC Executive, which manages the daily operations of QUIC. The QUIC
Executive reports on performance and community initiatives to the Board and is responsible for implementing
Board-approved resolutions. The QUIC Executive also draws upon the wisdom of the Alumni Council,
which is another external committee. This body helps the QUIC Executive connect with the QUIC alumni
community and operate the mentorship program. In 2018, the Alumni Council was restructured to include
one representative from each graduating class of QUIC, with members being designated as either Junior (four
or fewer years removed from Queen’s) or Senior Representatives (five or more years removed from Queen’s).
Finally, the Portfolio Managers and Analysts on QUIC collectively manage the six sector portfolios of the two
greater QUIC funds and are organized by industry classification. The Portfolio Managers and Analysts are
mentored by the QUIC executive and QUIC alumni. They also receive guidance from the Board of Directors,
Advisory Board and Alumni Council.

Advisory Board

Alumni Council

Board of
Directors

Executive

Portfolio Managers
QUIC Mentors
Analysts
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Industry Placements
BCom ’19: Full-Time Placements

Adam Carnicelli
Investment Banking
New York

Irena Petkovic
Public Equities
Toronto

Charan Arulmani
Investment Banking
New York

Ioulia Malamoud
Consulting
Toronto

Michael Benzinger
Credit Investing
New York

Jake Clements
Investment Banking
Toronto

Adam Klingbaum
Investment Banking
Toronto

Susie Liu
Investment Banking
Toronto

Andrei Florescu
Public Equities
Toronto

Brendan Blaikie
Investment Banking
New York

Walid Herzallah
Consulting
Toronto

BCom ’20: Summer Placements

Connor Steckly
Investment Banking
New York

Inaara Panjwani
Investment Banking
Toronto

Laura Wu
Consulting
Toronto

Liat Fainman-Adelman
Consulting
Toronto

Linna Li
Investment Banking
Toronto

Mathew Andreou
Investment Banking
Toronto

Matthew Mastromarco
Consulting
Toronto

Matthew Ferreira
Investment Banking
San Francisco

Mircea Barcan
Investment Banking
New York

Reid Kilburn
Consulting
Toronto

BCom ’21: Summer Placements

Mark Nerland
Credit Investing
New York

BCom ’22: Summer Placements

Bronwyn Ferris
Credit Investing
Vancouver

Deven Chander
Public Equities
Toronto

Garrett Johnston
Private Equity
Toronto

Henry Yu
Private Equity
Toronto

Jamie Bennett
Venture Capital
Toronto

Nick Gakena
Private Equity
Toronto

Ruby Harris
Private Equity
Toronto

Sebastian Weersink
Private Equity
Toronto

Tina Fang
Public Equities
Toronto

Tawfek Abdelwahed
Real Estate
Toronto
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Board of Directors
Peter Copestake (BA ’78), Chairman
Former Treasurer, Manulife Financial and Smith
School of Business Executive-in-Residence
Lori Garnier (MBA ’08), Director
Executive Director, Commerce Program
Lynnette Purda, Director
Smith School of Business Associate Professor
and RBC Fellow of Finance
Lew Johnson, Director
Smith School of Business Professor
Emeritus of Finance
Lynnette Purda, Director
Smith School of Business Associate Professor
and RBC Fellow of Finance
TJ Sutter (QUIC ‘10), Director
Head of Vancouver Fixed Income Sales,
RBC Capital Markets

Advisory Board
Catherine Code (BA ’88)
Senior Advisor and Partner, Deloitte Canada
Gia Steffensen (BCom ’78)
Former Chief Investment Officer,
Legg Mason Canada
Grant Rasmussen
Senior Vice President, CIBC
James Salem
Treasurer and Executive Vice President, RBC
Michael Chan (MBA ’94)
Vice President and Senior Portfolio Manager,
Fiera Capital
Peter Case (MBA ’84)
Former Director, Fortis Inc.
Ted Goldthorpe (BCom ’99)
Managing Partner, BC Partners
Tony Elavia
Chief Investment Officer and Executive Vice
President, Mackenzie Financial Corporation
Scott Earthy (BCom ’97)
Managing Partner, Fremont Private Holdings
Ryan Pedlow (BCom ’98)
Founder and Chief Investment Officer,
Two Creeks Capital
Michael Borden (BCom ’80)
Vice President, Phillips, Hager & North
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COMMUNITY INVOLVEMENT
Initiatives at Smith

QUIC now plays
an active role in
the educational
and recruiting
experiences of
many Commerce
students

Providing educational opportunities for the broader Queen’s community is a fundamental pillar of the QUIC
program and serves as an important support mechanism for the management of the fund. Our educational
mandate began with opening the Counsel’s meetings to the public and has since developed to include numerous
formal and informal initiatives. QUIC now plays an active role in the educational and recruiting experiences
of many Commerce students.
In addition to hosting weekly public meetings, QUIC also posts educational material to its website weekly.
Materials posted include Executive Team reports (including CEO lessons) and sector team memos and stock
pitches. The regular publishing of these materials to the QUIC website has contributed to the development of
a vast library of resources available to the public. Students are able to learn about QUIC’s investment processes
and theses, and read its analyses of individual businesses, industry trends, and the macroeconomic environment.
Perennially, QUIC’s senior members offer their time to help younger students prepare for the finance and
consulting recruiting processes by providing mock interviews and coffee chats. These two initiatives,
conducted informally, serve to prepare students for technically challenging interviews, and help broaden
students’ opportunities in the both industries by expanding their networks and educating them on the typical
recruiting processes associated with them.
This year, QUIC has made a concerted effort to expand beyond the Commerce program, and partnered
with several non-Commerce clubs to achieve this. Notably, QUIC partnered with the newly-ratified Queen’s
Women in Financial Markets, an engineering club founded to promote capital markets careers to women in
STEM, and with Queen’s Law Private Equity Club to host an LBO tutorial, run by Senior Portfolio Manager
Brendan Blaikie.
Additionally, through the support of our advisory board, QUIC was able to secure in-person industry talks
with several senior finance professionals. Our team had the privilege of discussing the experience of being
a CFO with Robert McFarlane, who previously served as the CFO of Telus. In the fall semester, QUIC
was also fortunate enough to welcome John Brough, who is currently a Board Member of Kinross Gold
Corporation, First National Financial, Wheaton Precious Metals, and Canadian Real Estate Investment Trust.
The Counsel also had the opportunity to conduct calls with senior professionals across industries, including
Sachin Shaw, CEO of Brookfield Renewable Partners. These events are invaluable opportunities for QUIC
members to learn from experts in the industry, and we thank each of our participants for taking the time out
of their busy schedules to speak with us.

Sr. PM Brendan Blaikie (QUIC ‘19) hosting an LBO tutorial for Queen’s
students in partnership with the Queen’s Law Private Equity Group (QLPE)
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As part of our annual holiday season tradition, QUIC participated in the Queen’s Commerce Society’s Holiday
for Hope event. At the end of every fall semester, this event provides Commerce students with the opportunity
to give back to less fortunate families in the local Kingston community. The QUIC team came together to buy
and wrap gifts for 10 children who were in need over the holiday season.

QUIC Team at ComSoc’s Annual Holiday for Hope event

Commerce Society Memorandum of Understanding
In November 2018, QUIC and the Queen’s Commerce Society struck an agreement
over a new Memorandum of Understanding (“MoU”), formalizing the longstanding
relationship that QUIC and the Commerce Society have enjoyed since QUIC’s inception. While most studentrun organizations at Smith are ratified by the Commerce Society, QUIC has been unable to formally ratify under
the Commerce Society as a result of the legal liability associated with managing financial assets. The impetus
for the MoU was to ensure continuity in the relationship between QUIC and the Commerce Society as both
organizations work towards the shared goal of enhancing the educational opportunities available to students
of the Smith School of Business. The terms of the MoU were unanimously approved by the Commerce Society
Advisory Board on November 18th, 2018.
The agreement provides QUIC with the opportunity to receive an annual operating budget from the Commerce
Society, the opportunity to apply for funding from the Commerce Society Core Fund for capital expenditures on
an as-needed basis, and allows QUIC to access the Commerce Society’s broad-spanning marketing platforms. In
exchange, QUIC has agreed to uphold its commitment to educating the Queen’s community by hosting at least
two educationally-focused public events per year, including at least one collaborative event with organizations
ratified by the Commerce Society. In addition, QUIC has committed to continuing to administer objective and
equitable hiring practices, informed by sections of the Commerce Society Hiring Policy and the Queen’s Student
Code of Conduct. QUIC is thrilled with its newly-formalized relationship with the Commerce Society and looks
forward to many years of fruitful collaboration ahead.
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COMMUNITY INVOLVEMENT
Industry Speaker Panels

QUIC held two
speaker panel
events this year,
which were
both nominated
for ComSoc’s
Speaker Series
of the Year

QUIC-QPCG Private Equity Panel
On November 19th, 2018, QUIC partnered with the Queen’s Private Capital Group (QPCG) to host a Private
Equity Panel at Smith School of Business. The event featured six different speakers from New York and Toronto
and was attended by over 150 undergraduate and graduate students from multiple faculties across Queen’s
University. The event was comprised of two panels, the first of which featured senior representatives from
across the private equity industry, including Cyrus Madon (CEO of Brookfield Private Equity, BCom ‘88), Jeffrey
Berman (Managing Director at BlackRock) and Stephen Dent (Founder of Birch Hill Equity Partners). The
second panel, featuring relatively recent graduates of Queen’s, included Cameron Bannon (Principal at ONEX,
QUIC ’13), Danny Hertz (Partner at Turtle Holdings, QUIC ’12) and Katie Hayes (Business Development Lead
at Opencare, QUIC ’12). QUIC is gracious for the support of these speakers in helping educate the Queen’s
community about the career opportunities available within the private equity space.

Panelists share their experiences in private equity
to 150+ attendees at Goodes Hall

Panelists share their thoughts on the importance of gender
and ethnic diversity in the workplace

QUIC-EDGE Diversity in Finance Panel
On February 4th, 2019, QUIC partnered with EDGE Queen’s to host a Diversity in Finance Panel at the Smith
School of Business. EDGE is a non-profit organization focused on enabling the professional development of
underrepresented students and is a strong advocate for gender and ethnic diversity on campus. Thus, QUIC saw
EDGE as an ideal partner to help further its strategic objective of promoting both gender and ethnic diversity
on campus and in the workplace. The event featured four Queen’s alumni, including Jonathan Hunter (Global
Head of Fixed Income, Currency and Commodities at RBC Capital Markets, BCom ’91), Andrea Sotak (Chief
Investment Officer at DRI Capital, MBA ’03), Colin Lynch (Head of Global Real Estate at TD Greystone Asset
Management, BCom ’07) and Julia Whitfield (Director of Talent at Polar Asset Management, BA ’01). Each
speaker discussed the importance of diversity in the financial services industry, and the event was attended
by over 90 undergraduate and graduate students from multiple faculties across Queen’s. QUIC is thrilled to
continue acting as an ambassador for diversity on campus and looks forward to continuing its relationship with
EDGE into the future. In addition, QUIC and EDGE are extremely proud to have been awarded “ComSoc’s
Speaker Series of the Year” in recognition for the success of this event.
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Alumni Events
One of the most unique elements of QUIC is the lifelong commitment of its alumni. This year there was a record
number of alumni engagement-focused events through the fiscal year which included alumni socials in four
different cities across the globe.
In March we held an Alumni Social in San Francisco at the Blend offices, hosted by Justin Herlick (QUIC ’16)
and was attended by the QUIC 2020 class who had spent the day touring Goldman Sachs’ San Francisco office.
At the end of May, we held our annual QUIC Alumni Dinner. Nearly 30 alumni, ranging from the original 2004
QUIC graduates all the way to the most recent 2018 graduates, took time out of their busy week to meet the
new team at REDS for dinner and drinks.
In the beginning of June, we held our annual New York Alumni social, where third year members beginning
their internships in the city had the opportunity to meet some of alumni who have been living in the city for
many years now. In addition, the second annual QUIC Hong Kong Alumni meetup took place in March. Thank
you to Chris Liu (QUIC ’08) and Tony Xing (QUIC ’14) for hosting our members who are currently studying
abroad in the city.

QUIC held a
record number
of Alumni
Reunions this
year as our
alumni network
continues
to branch
out across
industries and
continents

Lastly, we held our second annual QUIC Homecoming Event this past fall. Thank you to the members of the
QUIC 2008 and 2013 classes who joined us for an afternoon social. In addition, thank you to Ryan Pedlow
(BCom ’98) for also joining us for the afternoon.

RBC-QUIC Stock Pitch Competition

New York Alumni Reunion
Back Row (left to right): Ben Goharian (QUIC ‘14), Brendan O’Grady (QUIC ‘05)
Front Row (left to right): Alessia Vettese (BCom ‘14), Michael Benzinger
(QUIC ‘19), Caro Victoria (BCom ‘14), Matt Parrott (QUIC ‘14),
Mitchell Schinbein (QUIC ‘15) and Thomas Lee (QUIC ‘14).

San Francisco Alumni Reunion
Back Row (left to right): Inaara Panjwani (QUIC ‘20), Tom Kewley (QUIC ‘15),
Mark Nerland (QUIC ‘20), Justin Herlick (QUIC ‘16), Josh Wine (QUIC ‘17)
Front Row (left to right): Matthew Ferreira (QUIC ‘20), Linna Li (QUIC ‘20),
Connor Steckly (QUIC ‘20) and Mircea Barcan (QUIC ‘20)

2019 Homecoming Reunion Alumni Panel

Hong Kong Alumni Reunion

Panelists: Ryan Pedlow (BCom ‘98), Maxime Pelletier (QUIC ‘08),
Alex Yang (QUIC ‘13), Eric Yan (QUIC ‘13) and Robbie Mitchnick (QUIC ‘13)

From Left to Right: Mathew Andreou (QUIC ‘20), Tony Xing
(QUIC ‘14), Chris Liu (QUIC ‘08) and Linna Li (QUIC ‘20)
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COMMUNITY INVOLVEMENT
In February, QUIC held its annual Stock Pitch Competition. For the second time, the event was
presented by RBC Capital Markets. First and second year students submitted pitches and the top
six contestants were invited to present their pitches to a panel of senior RBC judges at RBC Tower
in Toronto. QUIC would like to thank all our judges, including David Power (Vice President, Corporate
Treasury), Ken Mason (Managing Director, Capital & Term Funding), Raj Sharma (Managing Director, Capital
& Term Funding), and Steven Walper (Vice President, Corporate Treasury).
Each finalist was paired with a QUIC team member who assisted the contestant before they made their pitch.
Each contestant’s assigned QUIC member was knowledgeable in their company’s field, which helped them
develop their investment thesis. To conclude the competition, Mona Soni, BCom ’22, pitching PVH Corporation,
was announced as this year’s winner.
The QUIC-RBC Stock Pitch Competition offered
students an excellent opportunity to gain experience
creating a stock pitch. Furthermore, all applicants
were provided constructive feedback on areas for
improvement. The event continues to be a premier
event for marketing QUIC’s March Hiring and allows
the Executive to familiarize itself with individuals
potentially interested in applying to the Counsel for
the subsequent fiscal year. The QUIC team would
like to thank Advisory Board member Mr. Jim Salem
(Treasurer and Executive Vice President, RBC), and
alumni TJ Sutter (Director & Head, RBC Capital
Markets) for their support with this event.

From Left to Right: Anchal Thind, Mona Soni, Shivam Aggarwal, Nikola
Cugalj, Angad Kottayil and Adam McWatt

QUIC-Burgundy Women’s Investing Series
The series was
attended by
80+ people and
received 5/5
feedback scores

After QUIC formulated its official investment strategy mandate in 2017-18 and
articulated our commitment to learning value investing, it became clear that there was
an opportunity to create a welcoming educational environment to share our most important investing lessons
with the Queen’s student body.
One of the new initiatives launched under this
objective was the QUIC-Burgundy Women’s Investing
Series. Having experienced great success last year,
the series was hosted once again by this year’s CSO
Irena Petkovic. The goal of the lessons was to provide
an introduction to the world of investing, particularly
targeted at younger female students, who historically
have been less inclined to consider this a viable career
path. The lessons covered a variety of topics such
as “the basics of investing”, “economic moats” and
“capital allocation”. Women who came to two of
the three lessons were invited to a private workshop
with Burgundy, where they worked with Burgundy
analysts to distinguish high-quality businesses.
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Irena Petkovic (QUIC ‘19) leading one of her weekly investing series lessons

This year’s series was equally successful, with over 80 people attending the lessons, and receiving
a 5/5 score on feedback. Once again, we would like to thank Burgundy Asset Management for their
support through this series, and extend a special thank you to all the Burgundy representatives who
came to Kingston for the session, including Robert Sankey (CEO), Andrew Iu (VP, Director of Research,
Investment Analyst, QUIC ‘11), Robyn Ross (Recruitment & Development Manager), Dominique
Vignet (Institutional Relationship Associate), Donald Gawel (Investment Analyst, BCom ‘13), Jaclyn
Moody (Senior Compliance Officer), Ian Keiper (Investment Analyst, BCom ‘15), Kate Mostowyk
(Investment Counsellor), Jeff Musial (VP, Investment Analyst), Kevi Begolli (Investment Analyst),
Matthew O’Meara (Investment Analyst) and Sylvie Methot (VP, Institutional Relationship Manager).

Analyst Deal Competition
The annual QUIC Analyst Deal Competition is an opportunity for QUIC Analysts to act
as mock advisers for two companies on a topical M&A transaction in North America.
The competition marks the culminating event of an intensive four-month long summer training program,
whereby Analysts learn the fundamental skills of fundamental investing, stock pitch construction, and financial
modelling. The event was once again kindly sponsored by Burgundy Asset Management.
In QUIC’s ninth annual Deal Competition, two analyst teams covered Metro’s (TSX:MRU) $4.5B acquisition
of The Jean Coutu Group (TSX:PJC). The analyst teams acted as investment banking M&A advisors for each
company, preparing detailed presented detailed presentations to Burgundy Asset Management, who acted as a
mock Board of Directors for the respective companies. The teams analyzed whether the deal was favorable for
each company, looking at the investment theses, synergies, risks, and valuation. Key contention points found
in the deal included the merged company’s potential to combat food price deflation, and the threat of online
grocers. Analysts researched industry dynamics and in-depth characteristics of each company, completing
detailed merger models and discounted cash flow analyses.

Analysts travelled
to Burgundy Asset
Management’s
office in Toronto
to make a formal
presentation
and provide a
recommendation
to a panel
of judges

In September, the Analysts travelled to Burgundy Asset Management’s office in Toronto to make a formal
presentation and provide a recommendation to a panel of judges acting as a mock Board of Directors for the
teams’ respective companies. The Analysts found the experience incredibly rewarding and educational, as it
provided a unique opportunity to learn more about investment banking and corporate finance. The QUIC
team would like to thank Andrew Iu (VP, Director of Research, Investment Analyst, QUIC ‘11), for his support
with the event, along with the judges Ian Keiper (Investment Analyst, BCom ‘15), Robyn Ross (Recruitment &
Development Manager) and Oliver Cardoso (Investment Analyst, QUIC ‘10).

From left to right: Sebastian Weersink, Bronwyn Ferris, Garrett Johnston,
Tina Fang, Jamie Bennett and Reid Kilburn
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PORTFOLIO PERFORMANCE
Year in Review
A year of political instability led to a volatile year for equity markets on both sides of the Canada-U.S. border.
While both the S&P/TSX Composite and the S&P 100 indexes reached record highs during the summer months,
each fell over 15% (peak to trough) during the subsequent autumn period.

While earnings
growth remained
strong, rising
interest rates
and geopolitical
tensions placed
significant
downward
pressure on
equity markets
during the
second half of
the fiscal year

At the start of the year, markets rallied on the backs of rising oil prices and heightened share buybacks
as well as M&A activity following the significant tax reform in the U.S., where the corporate tax rate was
lowered from 35% to 21%. This strong start to the year is perhaps best memorialized by Apple becoming the
first trillion-dollar company in early August. Following this optimistic first half to the fiscal year and robust
earnings growth, rising interest rates and geopolitical tensions placed significant downward pressure on equity
markets during the second half of the fiscal year, leading indices to give up all the gains they returned and
then some. U.S. equities were especially hurt by rising trade tensions with many of the country’s largest trade
partners, most notably China. In addition, fears surrounding the length of the current economic expansion led
to increases in the equity risk premium, thus pushing down valuation levels. Canadian equities struggled from
a large exposure to underperforming sectors. Energy equities continued to struggle due to the lack of takeaway
capacity prompting record level differentials between the Western Canadian Select versus the U.S. WTI. In
addition, the Canadian FIG space was subject to heighten fear surrounding leverage at a consumer level.
Through the course of the year, the U.S. Federal Reserve maintained its quarterly rate hike path with four rate
increases during the year and bringing the total to nine rate increases since the current rate hike cycle began
at the end of 2015. Meanwhile, the Bank of Canada delivered three rate hikes, maintaining a slightly more
conservative policy from their southern neighbors due to concerns surrounding higher levels of consumer debt,
weak commodity prices and ongoing trade negotiations, at the time, surrounding NAFTA.

Fiscal Year Performance IDK
Fiscal Year Performance
20.0%

Return

10.0%
5.6%
2.3%

0.0%

(10.0%)

(20.0%)
23-Feb-18

24-May-18

22-Aug-18

S&P/TSX Composite Index
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20-Nov-18

S&P 100 Total Return Index

18-Feb-19

Market Outlook
The 2019 fiscal year was marked by volatility across asset classes, increasing global trade tensions, and most
relevant to QUIC, equity market sell-offs. Going forward, global inflationary pressure will continue to be a key
trend to watch in the Canadian and U.S. markets, as U.S. Treasuries in particular begin to indicate a coming
economic downturn. Rising populist sentiment, heightened trade tensions, and rising U.S. interest rates
prompted the IMF to cut its forecast for world economic growth for 2019, expecting growth of 3.5% as opposed
to 3.7%, as was originally forecast in October 2018.
Canada was not exempt from the IMF’s more bearish outlook, with the organization revising its estimate for
Canadian economic growth downwards to 1.9% from the original 2.0%. However, the Canadian economy is
expected to continue to experience drag from the oil industry, with the WTI-WCS spread reaching unprecedented
levels in 2018. With the Alberta government’s decision in December 2018 to cut crude production by 9.0%,
beginning in January 2019, and the recent election of a Conservative provincial government, the industry is
expected to stabilize. An area of concern for QUIC is the continuing growth in levels of household debt, which
crept up to 178.5% of household income in the fourth quarter of 2018. With mortgages accounting for 7.5% of
this debt, and 90-day mortgage delinquency rate rising by 1.5% year-over-year, QUIC believes the housing
market will remain fragile.
The experience of the U.S. this past year can be seen in two parts: the first two quarters saw the U.S. improve
with corporate profits being bolstered by a significant drop in corporate tax rates. However, autumn
ushered in a spell of volatility, with the S&P 500 and Russell 2000 falling 20% and 27%, respectively, from
their highs in September to their lows on December 24th. While the IMF left its prediction for the U.S. unchanged
at 2.5%, President Trump’s persistent tariffs will continue to fuel higher trade uncertainty and dampen further
investment.

Going forward,
global
inflationary
pressure will
continue to be
a key trend to
watch in the
Canadian and
U.S. markets, as
U.S. Treasuries
in particular
begin to indicate
a coming
economic
downturn
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PORTFOLIO PERFORMANCE
QUIC Canadian Fund Update

Over the past
year, the cash
balance was
reduced from
9.9% to 4.7%
as capital
was further
deployed to
some of the
team’s highest
conviction ideas

Since inception in September 2010, the QUIC Canadian Fund has grown to $742,481 in AUM, with an absolute
return of 63.4% compared to 68.5% by the S&P/TSX Composite Index. The fund has generated a portfolio alpha
of 6.6% over this time period. This past fiscal year proved especially difficult, with the fund returning (0.2%)
compared to the index’s performance of 5.6%.
In line with previous years’ trends, the QUIC Canadian Fund continued to consolidate holdings, ending the
fiscal year with 22 holdings. This compares with 26 the last year, and 45 the year prior. Over the past year, the
cash balance was reduced from 9.9% to 4.7% as capital was further deployed to some of the team’s highest
conviction ideas.

Asset Allocation

4.7%

Equity Allocation
Consumers
& Healthcare

Metals &
Mining

Cash

2.7%

Industrials

7.9%
8.4%

42.9%

17.4%

Technology,
Media, and
Telecom

95.3%

Equities
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20.7%

Energy & Utilities

Financial
Institutions
Group

Fiscal Year Performance
Fiscal Year Performance
20.0%

10.0%

Return

5.6%
0.0%

(0.2%)

(10.0%)

(20.0%)

Attribution FYFYFYFY
24-May-18

23-Feb-18

22-Aug-18

QUIC Fund (Net)

20-Nov-18

18-Feb-19

S&P/TSX Composite Index

Attribution Fiscal Year
$820

$15.6

$780

$0.9

$20.1

$800

($32.4)

($5.1)

$3.1

$771.3

($31.0)

$760
$742.5
$740
$720
$700

Initial Net
Asset Value

Additional
Contributions

Proceeds
from
Dividends

Proceeds
from Interest

Realized Gains Unrealized Gains
(Losses)
(Losses)

Brokerage
Fees

Cost of
Capital

Current Net
Asset Value

Overview Fiscal Year
Portfolio Management Statistics
As at February 22, 2019

NAV as of February 23, 2018
Plus: Additional Contributions
Less: Dividend to Queen’s

$771,292.0 Fund Cost of Capital (to date) 4% annually
3,100.0 Portfolio Yield

4.0%
3.2%

(30,987.0)

Proceeds from:
Dividends (1)
Interest

20,094.7 Portfolio Beta (2)

0.82

860.4 Sharpe Ratio (3)(4)

(0.52)

(1)

Capital Gains
Realized
Unrealized
Less: Brokerage Fees

15,586.2 Market Return (5)
(32,374.3) Fund Outperformance
(5,091.3)

Less: Operating Expenses
NAV as of February 22, 2019
(1)

5.6%

Portfolio Alpha (3)(7)

0.0 Information Ratio
$742,480.6

Dividends and interest are recognized on a cash basis			

Portfolio Return

(8)

(6)

(5.8%)
(5.1%)
(9.81)
(0.2%)

Covariance of daily returns with the TSX divided by the TSX daily variance
Uses 10-year Canadian Treasury rate (rf) of 1.91%
Our returns above rf divided by the standard deviation of returns
(5)
TSX Total Return Index
(6)
Our returns less the market returns
(7)
Our excess returns (above rf) less our beta times the market’s excess return
(8)
Annualized outperformance divided by fund’s tracking error relative to the TSX
(2)
(3)
(4)
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Since Inception Performance
Since Inception Performance
90.0%
68.5%
63.4%

Return

60.0%

30.0%

0.0%

(30.0%)

Attribution
since inception
16-Sep-11
16-Sep-12

16-Sep-10

16-Sep-13

16-Sep-14

QUIC Fund (Net)

Attribution Since Inception

16-Sep-15

16-Sept-16

16-Sep-18

S&P/TSX Composite Index

dd-mmm-yy

$1,200

($69.5)

$70.4
$1,000

($4.9)

$124.9

$800

16-Sep-17

$148.3

$4.4

Proceeds
from
Dividends

Proceeds
from Interest

($175.7)
$742.5

$139.8
$600

$500.0

$400
$200
$0

Initial Net
Asset Value

Additional
Contributions

Realized Gains Unrealized Gains
(Losses)
(Losses)

Brokerage
Fees

Operating
Expenses

Cost of
Capital

Current Net
Asset Value

Overview Since Inception
Portfolio Management Statistics
As at February 22, 2019

Asset value as of: September 17, 2010

$500,000

Fund Cost of Capital 4% annually

4.0%

Plus: Additional Contributions

139,668.9

Portfolio Yield

3.2%

Less: Dividend to Queen’s

(207,027.5)
Portfolio Beta (2)

0.828

Proceeds from:
Dividends (1)
Interest

(1)

133,642.2
3,565.1

Capital Gains
Realized

118,381.0

Market Return (4)

Unrealized
Less: Brokerage Fees
Less: Operating Expenses
NAV as of February 22, 2019
(1)

124,099.9

Fund Outperformance

(64,951.4)

Portfolio Alpha (3)(6)

(4,897.6)

Information Ratio

$742,480.6

Portfolio Return

Dividends and interest are recognized on a cash basis			

(7)

(5.2%)
6.6%
(0.534)
63.4%

Covariance of daily returns with the TSX divided by the TSX daily variance
Uses 1-year Canadian Treasury rate (rf ) of 1.91%
(4)
TSX Total Return Index
(5)
Our returns less the market returns
(6)
Our excess returns (above rf) less our beta times the market’s excess return
(7)
Annualized outperformance divided by fund’s tracking error relative to the TSX
(2)
(3)
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68.5%
(5)

Current Equity Holdings
Company Name
As at February 22, 2019
Financial Institutions Group
Royal Bank of Canada
The Toronto-Dominion Bank
Onex Corporation
Manulife Financial Corporation
Summit Industrial Income REIT
Mainstreet Equity Corp.

Ticker

TSX:RY
TSX:TD
TSX:ONEX
TSX:MFC
TSX:SMU.UN
TSX:MEQ

Share
Units
911
1,121
700
1,900
1,293
285

Turnover
Price
C$102.56
73.97
92.17
24.38
8.07
39.90

Average
Cost
C$73.06
54.36
81.77
19.84
8.56
43.87

Market
Price
C$101.74
76.22
79.62
22.31
10.94
46.00

YTD
Return
(0.8%)
3.0%
(13.6%)
(8.5%)
35.6%
15.3%

Total
Energy & Utilties
Canadian Natural Resources Limited
Tourmaline Oil Corp.
Brookfield Renewable Partners L.P.
Superior Plus Corp.
Encana Corporation

TSX:CNQ
TSX:TOU
TSX:BEP.UN
TSX:SPB
TSX:ECA

1,783
1,248
573
1,778
1,424

40.75
19.82
40.52
12.69
14.00

38.02
34.47
37.88
10.82
13.18

36.89
20.24
39.40
11.37
9.07

(9.5%)
2.1%
(2.8%)
(10.4%)
(35.2%)

TSX:BCE
TSX:T

1,260
1,052

56.30
46.57

56.65
35.35

58.09
47.34

3.2%
1.7%

TSX:CNR
TSX:RBA
TSX:SJ
TSX:CAE

320
256
201
80

97.86
40.90
48.20
23.53

90.67
34.56
38.75
27.83

112.76
48.66
42.82
28.09

15.2%
19.0%
(11.2%)
19.4%

Total

Portfolio Total

7.1%
3.2%
2.5%
2.6%
1.2%

73,193.4
49,801.7

7.8%
5.6%

36,083.2
12,457.0
8,606.8
2,247.2

1.6%
1.5%
1.0%
0.0%

59,394.2
TSX:FNV
TSX:DGC
TSX:CCL.B
TSX:WPM

264
800
170
300

92.96
12.61
66.10
24.77

63.51
13.65
43.20
26.08

100.86
13.81
55.06
29.47

8.5%
9.5%
(16.7%)
19.0%

Total
Consumers & Healthcare
Premium Brands Holdings Corporation

65,774.9
25,259.5
22,576.2
20,215.9
12,915.7

122,995.1

Total
Metals & Mining
Franco-Nevada Corporation
Detour Gold Corporation
CCL Industries Inc.
Wheaton Precious Metals Corp.

6.6%
5.9%
7.2%
3.9%
1.9%
1.8%

146,742.1

Total
Industrials
Canadian National Railway Company
Ritchie Bros. Auctioneers Incorporated
Stella-Jones Inc.
CAE Inc.

C$92,685.1
85,442.6
55,734.0
42,389.0
14,145.4
13,110.0

Active
Weighting

303,506.2

Total
Tech, Media & Telecommunications
BCE Inc.
TELUS Corporation

Market
Value

26,627.0
11,048.0
9,360.2
8,841.0

2.8%
1.4%
0.9%
0.7%

55,876.2
TSX:PBH

255

104.57

76.87

75.83

(27.5%)

19,336.7

2.5%

19,336.7
$707,850.5
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PORTFOLIO PERFORMANCE
Financial Statements
QUIC Canadian Fund Balance Sheet

February 23, 2018

February 22, 2019

78,135

34,360

Assets
Cash and Cash Equivalents
Recievables

-

-

Equity Investments

694,698

707,851

Total Assets

772,833

742,481

500,000

500,000

-

-

Liabilities
Seed Money
Operating Expenses Payable
Cost of Capital Payable

30,987

29,699

530,987

529,699

Equity from Additional Contributions

117,070

118,629

Retained Earnings

124,776

94,152

Total Shareholder’s Equity

241,846

212,781

772,833

742,481

Total Liabilities
Shareholders’ Equity

Total Liabilities and Shareholders’ Equity

QUIC Canadian Fund Income Statement for the Fiscal Period Ended February 22, 2019		
Capital Gains on Investments, Realized
Capital Gains on Investments, Unrealized

15,586
(32,374)

Total Capital Gains

(16,788)

Dividend Income

17,309

Interest Income
Total Revenues for the Period
Brokerage Fees
Operating Expenses
Cost of Capital
Total Expenses for the Period
Net Income for the Period
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858
1,379
(3,811)
0
(29,713)
(33,523)
(32,145)

QUIC - Mackenzie World Equities Fund Update
In 2014, Mackenzie Investments and Jeffrey Carney (CEO at the time) made a generous commitment to donate
CAD $500,000 over the course of five years for QUIC to invest in equities outside of Canada. This fiscal year,
the QUIC sector teams continued the deployment of the Fund’s capital into the S&P 100 coverage universe.
At the fund’s inception, QUIC held a significant position in an S&P 100 ETF. On July 10th, 2015, the Counsel
officially closed the position and marked the full deployment of the fund in S&P 100 companies and its cash
weighting. QUIC continued growing its position throughout this fiscal year, ending the year with 33 holdings.
Since inception, AUM of the QUIC-Mackenzie World Equities Fund has grown to USD $483,490, with an
absolute return of positive 46.9%, underperforming the S&P 100 Total Return Index by 2.4%, with portfolio
alpha of (0.1%).
While the Canadian portfolio struggled this year, the QUIC-Mackenzie fund performed well through
the year, finishing the fiscal year up 6.0% in comparison to the S&P 100 which returned 2.3%, implying a
fiscal year portfolio alpha of 3.7%. The U.S. market experienced a strong start to the year, returning ~7.0%
through October; however, heightened global political tensions sent equity values tumbling nearly 2.0% in the
subsequent two months, discussed previously in the FY in Review section. QUIC continued to implement its
investing strategy in the U.S. by focusing on finding strong market leaders with defensible business models
and runways for growth, all within each sector’s circle of competence. To account for the challenges associated
with investing across 100 of the largest and most complex companies in the world, some sectors continue to
utilize synthetic ETFs to hedge out the risk of drastic underperformance in the chosen sectors. This strategy
is currently being used to construct the Counsel’s energy and healthcare holdings, while portfolio managers
continue to educate themselves on the intricacies of these industries and their respective constituents. In the
meantime, QUIC expects to drive outperformance through its investments in high-conviction names that meet
the aforementioned investment criteria.

Asset Allocation

To account for
the challenges
associated
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across 100 of
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the world, some
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Fiscal Year Performance USA
Fiscal Year Performance
20.0%

10.0%

Return

6.0%
2.3%

0.0%

(10.0%)

(20.0%)

Attribution FYFYFYFY
24-May-18

23-Feb-18

22-Aug-18

QUIC Fund (Net)

20-Nov-18

18-Feb-19

S&P 100 Total Return Index

Attribution Fiscal Year
$500

$13.3

($3.1)

Unrealized Gains
(Losses)

Brokerage
Fees

$483.5

$11.3

$480
$39.3

$460

$6.0

$0.5

Proceeds
from
Dividends

Proceeds
from Interest

$440
$420

$416.2

$400
$380

Initial Net
Asset Value

Additional
Contributions

Realized Gains
(Losses)

Current Net
Asset Value

Overview Fiscal Year
Portfolio Management Statistics
As at February 22, 2019

Fund Cost of Capital 0% annually

0.0%

Portfolio Yield

1.4%

6,037.3

Portfolio Beta (2)

1.00

488.4

Sharpe Ratio (3)(4)

0.85

Realized

11,313.3

Market Return (5)

Unrealized

13,262.4

Fund Outperformance

(3,077.7)

Portfolio Alpha (3)(7)

3.7%

0.0

Information Ratio

15.50

$483,490.4

Portfolio Return

NAV as of February 23, 2018
Plus: Additional Contributions

$416,214.7
39,252.1

Less: Dividend to Queen’s

0.0

Proceeds from:
Dividends (1)
Interest (1)
Capital Gains

Less: Brokerage Fees
Less: Operating Expenses
NAV as of February 22, 2019
(1)

Dividends and interest are recognized on a cash basis			

(8)

3.7%

6.0%

Covariance of daily returns with the S&P 100 divided by the S&P 100 daily variance
Uses 10-year U.S. Treasury rate (rf) of 2.65%
(4)
Our returns above rf divided by the standard deviation of return
(5)
S&P 100 Total Return Index
(6)
Our returns less the market returns
(7)
Our excess returns (above rf ) less our beta times the market’s excess return
(8)
Annualized outperformance divided by fund’s tracking error relative to the S&P 100
(2)
(3)
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2.3%
(6)

Since Inception Performance
Since Inception Performance
60.0%
49.3%
46.9%

Return

40.0%

20.0%

0.0%

(20.0%)
03-Oct-14

03-Apr-15
03-Oct-15
Attribution
FYFYFYFY

03-Apr-16

03-Oct-16

QUIC Fund (Net)

03-Apr-17

03-Oct-17

03-Apr-18

03-Oct-18

S&P 100 Total Return Index

Attribution Since Inception
$600
$66.4

($5.6)

Unrealized Gains
(Losses)

Brokerage
Fees

$500

$483.5

$42.2
$400

$296.2

$15.7

$0.5

Proceeds
from
Dividends

Proceeds
from Interest

$300
$200
$100

$68.1

$0

Initial Net
Asset Value

Additional
Contributions

Realized Gains
(Losses)

Current Net
Asset Value

Overview Since Inception
Portfolio Management Statistics
As at February 23, 2018

Asset value as of: October 3, 2014

$68,084.9

Fund Dividend Distribution (to date)

Additional Contributions

296,207.1

Portfolio Yield

0.00%
3.2%

15,661.3

Portfolio Beta (2)

0.94

Sharpe Ratio

2.15

Proceeds from:
Dividends (1)
Interest

(1)

493.4

(3)(4)

Capital Gains
Realized

42,231.3

Market Return (5)

49.3%

Unrealized

66,442.2

Fund Outperformance (6)

(2.4%)

Less: Brokerage Fees
Less: Operating Expenses
NAV as of February 22, 2019
(1)

Dividends and interest are recognized on a cash basis		

(5,629.7) Portfolio Alpha (3)(7)
0.0
$483,490.4

Information Ratio (8)
Portfolio Return

(0.1%)
0.92
46.9%

Covariance of daily returns with the S&P 100 divided by the S&P 100 daily variance
Uses 10-year U.S. Treasury rate (rf) of 2.65%
Our returns above rf divided by the standard deviation of return
(5)
S&P 100 Total Return Index
(6)
Our returns less the market returns
(7)
Our excess returns (above rf ) less our beta times the market’s excess return
(8)
Annualized outperformance divided by fund’s tracking error relative to the S&P 100
(2)

(3)
(4)
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PORTFOLIO PERFORMANCE
Current Equity Holdings
Company Name
As at February 22, 2019
Consumers & Healthcare
Amazon.com, Inc.
Booking Holdings Inc.
Starbucks Corporation
Johnson & Johnson
AbbVie Inc.
Pfizer Inc.
UnitedHealth Group Incorporated
Gilead Sciences, Inc.
Merck & Co., Inc.
Amgen Inc.
Medtronic plc
Abbott Laboratories
Bristol-Myers Squibb Company
Eli Lilly and Company
Celgene Corporation
Biogen Inc.
Allergan plc

Ticker

Share
Units

Turnover
Price

Average
Cost

Market
Price

YTD
Return

NasdaqGS:AMZN
NasdaqGS:BKNG
NasdaqGS:SBUX
NYSE:JNJ
NYSE:ABBV
NYSE:PFE
NYSE:UNH
NasdaqGS:GILD
NYSE:MRK
NasdaqGS:AMGN
NYSE:MDT
NYSE:ABT
NYSE:BMY
NYSE:LLY
NasdaqGS:CELG
NasdaqGS:BIIB

28
20
300
85
93
162
26
90
61
21
40
47
69
22
24
6

$1,500.00
1,907.02
56.14
132.02
118.75
36.26
230.16
80.91
54.87
186.67
80.39
59.71
67.95
78.75
95.61
292.78

$1,084.21
1,957.00
57.21
140.69
91.52
35.59
219.42
70.77
57.91
175.73
81.56
54.49
58.45
85.12
53.57
313.73

$1,631.56
1,910.52
71.30
136.60
80.02
42.96
267.11
65.74
80.77
187.50
93.77
76.13
50.98
124.00
89.14
325.33

8.8%
0.2%
27.0%
3.5%
(32.6%)
18.5%
16.1%
(18.7%)
47.2%
0.4%
16.6%
27.5%
(25.0%)
57.5%
(6.8%)
11.1%

NYSE:AGN

10

162.09

160.42

136.70

(15.7%)

Total
Tech, Media & Telecommunications
The Walt Disney Company
Microsoft Corporation
Facebook, Inc.
Alphabet Inc.

NYSE:DIS
NasdaqGS:MSFT
NasdaqGS:FB
NasdaqGS:GOOG.L

360
347
222
30

107.25
94.06
183.29
1,128.09

103.55
64.75
133.64
890.95

115.25
110.97
161.89
1,116.56

7.5%
18.0%
(11.7%)
(1.0%)

NYSE:UNP
NYSE:UPS

151
124

134.97
105.61

98.35
132.33

170.06
110.36

26.0%
4.5%

Total

4.4%
7.3%
3.9%
0.1%
0.8%
(0.1%)
(0.2%)
0.7%
(0.3%)
0.1%
(0.0%)
(0.1%)
0.2%
(0.2%)
0.0%
0.0%

1,367.0

0.0%

41,490.0
38,506.6
35,939.6
33,496.8

25,679.1
13,684.6

NYSE:JPM
NYSE:V
NYSE:BLK
NYSE:MS

227
142
18
146

117.31
122.93
549.75
56.07

82.57
82.97
399.64
37.62

105.00
145.87
436.72
41.79

(10.5%)
18.7%
(20.6%)
(25.5%)

23,835.0
20,713.5
7,861.0
6,101.3

Portfolio Total

36 | Queen’s University Investment Counsel

4.5%
2.2%

2.7%
2.3%
1.2%
0.8%

58,510.8
NYSE:XOM
NYSE:CVX
NYSE:COP
NYSE:SLB
NYSE:OXY
NYSE:HAL

123
55
35
40
22
25

77.53
112.59
57.05
66.50
68.32
48.45

87.99
127.46
59.04
79.09
75.95
53.98

78.42
119.39
69.97
44.36
65.93
31.32

1.1%
6.0%
22.6%
(33.3%)
(3.5%)
(35.4%)

9,645.7
6,566.5
2,449.0
1,774.4
1,450.5
783.0
22,668.9

Metals & Mining
Total

7.5%
2.6%
4.5%
2.0%

39,363.7

Total
Energy & Utilities
Exxon Mobil Corporation
Chevron Corporation
ConocoPhillips
Schlumberger Limited
Occidental Petroleum Corporation
Halliburton Company

$45,683.7
38,210.4
21,390.0
11,611.0
7,441.9
6,959.5
6,944.9
5,916.6
4,927.0
3,937.5
3,750.8
3,578.1
3,517.6
2,728.0
2,139.4
1,952.0

149,433.0

Total
Financial Institution Group
JPMorgan Chase & Co.
Visa Inc.
BlackRock, Inc.
Morgan Stanley

Active
Weighting

172,055.3

Total
Industrials
Union Pacific Corporation
United Parcel Service, Inc.

Market
Value

0
442,031.7

(0.1%)
(0.1%)
0.0%
0.0%
0.0%
0.2%

Financial Statements
QUIC-Mackenzie World Equities Fund Income Statement for the Fiscal Period Ended February 22, 2019
Capital Gains on Investments, realized

11,313

Capital Gains on Investments, unrealized

13,262

Total Capital Gains

24,576

Dividend Income

6,037

Interest Income

488

Total Revenues for the Period

31,101

Brokerage Fees

(3,078)

Operating Expenses

-

Cost of Capital

-

Total Expenses for the Period

(3,078)

Net Income for the Period

28,024

QUIC-Mackenzie World Equities Fund Balance Sheet

February 23, 2018

February 22, 2019

Assets
Cash and Cash Equivalents
Recievables

28,663

41,459

-

-

Equity Investments

387,608

442,032

Total Assets

416,271

483,490

Liabilities
Operating Expenses Payable

-

-

Cost of Capital Payable

-

-

Total Liabilities

-

-

Shareholders’ Equity
Equity from Additional Contributions
Retained Earnings
Total Shareholder’s Equity
Total Liabilities and Shareholder’s Equity

325,040

364,235

91,232

119,255

416,271

483,490

416,271

483,490
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Sector Team
Reflections
Consumers & Healthcare

40

Energy & Utilities

43

Financial Institutions Group

46

Industrials

49

Metals & Mining

52

Tech, Media, & Telecommunications

54

CONSUMERS & HEALTHCARE
Consumers & Healthcare Canadian Portfolio Review

The C&H
team’s sharp
concentration
in its highestconviction
names
generated
outsized returns
for its portfolio
in FY 2019

Discussion of Relative Performance: Over the course of the year, the QUIC Consumers & Healthcare (C&H)
Canadian portfolio returned 42.1% and outperformed the benchmark by 31.7%. This came as a result of strong
returns from Premium Brand Holdings, a name the C&H team entered this year after divesting its position in Great
Canadian Gaming Corporation. This capital re-allocation allowed the sector to enter a name it has strong conviction
in and reposition the portfolio accordingly. QUIC believes that Premium Brand Holdings’ strong niche positioning,
experienced management team, and successful acquisitions strategy will continue to deliver returns for the portfolio
going forward as the team continues to monitor other lucrative names to enter.
Retrospective: In the past year, the legalization of marijuana in Canada was one of the most significant developments
in the C&H space. Marijuana stocks continue to rise in price, and billions of dollars of investments continue to pour
into the space as well as into adjacent industries. As a result, the C&H team has done extensive research into the
space to better understand the industry and determine whether its quality investing approach is compatible with
any companies in the space. After developing a thorough understanding of the industry, its players, and articulating
a future outlook, C&H has decided to continue to to refrain from investing in these businesses, due to their lofty
valuations and lack of sustainable economic moats.
Outlook: Some of the most significant indicators of Canada’s consumer welfare have been historically low interest
rates and record-high household debt-to-disposable income levels, which have been driving discretionary spending
across the nation. Despite the risk of rising rates and reduced consumer spending, the millennial trend of experiential
spending mitigates these risks and will continue to bolster select companies within the discretionary space. Within
consumer staples, the combination of online product reviews and accessible price comparisons have eroded the
economic moats that traditional consumer staples companies previously benefitted from. As a result, consumer
staples will struggle to grow organically going forward. The Canadian healthcare space continues to be small and
primarily comprised of growth pharmaceutical companies that are difficult to invest in from a value and quality
investing approach due to their speculative nature.

Chart 1: Year End Holdings (Canada)
TOTAL RETURN
Company Name
Premium Brands Holdings
Corporation

One
Week

One
Month

Three
Months

(2.4%)

(0.6%)

3.0%

Since FY
Turnover
(27.0%)

Since
Inception

Dividend
Yield

(1.3%)

2.4%

100.0%

2.4%

100.0%

Portfolio Total:

% Of
Portfolio

Chart 2: C&H Canadian Portfolio Relative Performance
Chart 2: C&H Canadian Relative Performance
60.0%

41.3%

Return

40.0%

20.0%
10.4%
0.0%

(20.0%)
23-Feb-18

24-May-18

22-Aug-18

QUIC Sector Performance
(1)

20-Nov-18

QUIC Sector Benchmark (1)

Composed of 35% S&P/TSX Consumer Staples index, 35% S&P/TSX Consumer Discretionary and 30% S&P/TSX Healthcare index
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18-Feb-19

Consumers & Healthcare U.S. Portfolio Review
Discussion of Relative Performance: In fiscal year 2019, the QUIC Consumers & Healthcare portfolio returned
11.7% and outperformed the benchmark by 6.8%. This came as a result of strong returns from Amazon.com
and Starbucks, which continue to be strong performers. Performance was dampened by the performance
of Booking Holdings – however, the C&H team is still committed to the name and its original investment
theses. In the prior year, the team formed a healthcare ETF to track the broader sector index. The ETF has been
beneficial for the team as C&H has preserved its exposure to the healthcare sector while capturing alpha from
consumer businesses within the team’s circle of competence.
Retrospective: Over the past year, the continued increase in consumer spending in the U.S. has had a huge
effect on the C&H portfolio. Consumer spending, which accounts for more than two thirds of U.S. economic
activity, is being driven by a robust labor market, with unemployment rates of 4.0% nearing historical lows.
Bolstered by a strong labor market, growth in disposable personal income, and elevated consumer confidence,
the discretionary sub-sector has been positively impacted. Moreover, consumer sentiment has stayed elevated
regardless of the risks of rising rates and high consumer debt levels.
Outlook: Going forward, consumer spending will inevitably taper off in the future as rising debt levels and interest
rates catch up to consumers. Regardless, experiential spending, driven largely by millennials, will continue as a
trend that will bolster upside for certain agile and innovative companies. E-commerce will continue to disrupt
and create headwinds for the staples sub-sector, making organic growth difficult. The consumer will become
more powerful and more demanding, and newer and more nimble players will be able to better adapt to dynamic
customer demands. Within the healthcare space, President Trump’s healthcare reforms are expected to increase
drug prices and corresponding R&D spending as companies are incentivized to discover new innovations. As
such, the C&H team believes the sector has favourable tailwinds that warrant exposure through a synthetic ETF.

Chart 3: Year End Holdings (U.S.)
TOTAL RETURN
Company Name
Amazon.com, Inc.

One
Week

One
Month

Three
Months

Since FY
Turnover

Since
Inception

Dividend
Yield

% Of
Portfolio

1.5%

(0.0%)

7.6%

7.2%

113.4%

0.0%

27.3%

Booking Holdings Inc.

(1.2%)

11.8%

8.5%

0.3%

(2.9%)

0.0%

22.9%

Starbucks Corporation

0.8%

9.0%

6.8%

24.7%

28.0%

1.9%

12.8%

Johnson & Johnson

0.2%

6.1%

(3.8%)

3.4%

(3.2%)

2.5%

6.9%

UnitedHealth Group

(1.5%)

0.5%

2.5%

14.1%

21.4%

1.5%

4.2%

1.3%

1.6%

(0.3%)

15.8%

20.8%

3.5%

4.2%

(1.0%)

(9.7%)

(7.1%)

(34.2%)

(15.2%)

5.5%

3.2%

1.2%

6.5%

8.0%

44.1%

48.6%

2.8%

2.9%

(0.4%)

(7.2%)

(2.7%)

(0.5%)

6.4%

3.3%

2.4%

Pfizer Inc.
AbbVie Inc.
Merck & Co., Inc.
Amgen Inc.
Medtronic plc
Bristol-Myers Squibb Comp.

1.6%

7.8%

0.9%

13.8%

15.1%

2.2%

2.2%

(1.3%)

2.5%

(4.2%)

(25.7%)

(16.4%)

3.5%

2.1%

Abbott Laboratories

1.2%

6.5%

11.1%

25.8%

39.3%

1.6%

2.1%

Gilead Sciences, Inc.

(2.7%)

(4.1%)

(1.5%)

(19.6%)

(10.3%)

3.9%

1.9%

Eli Lilly and Company

1.2%

5.9%

10.5%

54.7%

45.3%

2.2%

1.6%

Celgene Corporation

(1.7%)

3.7%

32.0%

(7.6%)

(12.8%)

0.0%

1.3%

Biogen Inc.

(2.3%)

(4.0%)

3.1%

12.2%

3.4%

0.0%

1.2%

Allergan plc

(1.7%)

(13.4%)

(11.4%)

(17.5%)

(15.0%)

Portfolio Total:

2.1%

0.8%

1.2%

100.0%

* Light blue colour indicates a company held due to its membership in C&H’s synthetic healthcare ETF		
2018-2019 Annual Report | 41

Chart 4: C&H U.S. Portfolio Relative Performance

Chart 4 C&H U.S. Relative Performance
30.0%

Return

15.0%

11.7%
4.9%

0.0%

(15.0%)

(30.0%)
23-Feb-18

24-May-18

22-Aug-18

QUIC Sector Performance
(1)

20-Nov-18

18-Feb-19

QUIC Sector Benchmark (1)

Composed of a market capitalization-weighted index of all S&P 100 companies in the Consumers and Healthcare industries

Sector Top Stock – Starbucks Corporation (NASDAQ:SBUX)
Investment Thesis: Starbucks Corporation (NASDAQ:SBUX) is a well-known American coffee chain with global
operations. QUIC considers Starbucks to be one of the highest-quality businesses in the consumers space, as
evidenced by its unparalleled unit economics in the quick-serve restaurant (QSR) industry and its high returns
on capital. Starbucks had historically been viewed by analysts as a growth stock given its comparable sales
growth of 5% to 10% and heavy store deployment, but the company had disappointed and underperformed
the benchmark since 2016 due to slower growth. Operational issues, diversification pains, and new high-end
competition impaired the company. While QUIC has been invested in Starbucks since 2015, the team increased
the position as it became more confident that the company had the right plan to reverse the downward trend.
Establishing new growth opportunities abroad and innovating in their home U.S. market, all while returning to a
focus on their core business, were the underpinnings of QUIC’s investment in Starbucks.
Review of Key Developments: Starbucks executed on most of its plan to reverse its downward business trends.
Abroad, the company doubled-down on ownership of its Chinese operations, where unit economics are as
attractive as in the U.S., while also continuing to franchise EMEA stores, where poorer fundamentals hampered
company performance. In its home market, Starbucks corrected operational issues caused by the Mobile Order &
Pay system, brought its food product mix to an all-time high, and created its Starbucks Reserve brand to address
new high-end competition. In an effort to focus on its high-returning core business, Starbucks closed its Teavana
stores, sold its Tazo tea CPG brand to Unilever, and sold its Starbucks CPG business to Nestle. Throughout the
year, business trends reversed, and quarterly results increased investor confidence. As the team’s investment
thesis began to play out, capital was reallocated to more attractive names in the portfolio.

Chart 5: C&H Top Stock

Chart 5: C&H Top Stock
30.0%

24.7%

Return

15.0%
4.9%
0.0%

(15.0%)

(30.0%)
23-Feb-18

24-May-18

22-Aug-18

SBUX
(1)

20-Nov-18

QUIC Sector Benchmark (1)

Composed of a market capitalization-weighted index of all S&P 100 companies in the Consumers and Healthcare industries
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18-Feb-19

ENERGY & UTILITIES
Energy & Utilities Canadian Portfolio Review
Discussion of Relative Performance: During fiscal year 2019, the QUIC Energy and Utilities portfolio returned
(13.0%) with alpha of (1.1%). This performance was a result of the team’s strategy to decrease vulnerability to the
volatile Canadian Energy sector. The strategy was executed by diving deeper into the utilities and downstream
sectors and distancing the fund from businesses whose pricing power was highly correlated to the Canadian
energy commodity prices. The drag on the fund’s performance was sourced due to the market’s unfavourable
view of Encana Corporation’s transformative acquisition of Newfield Exploration, our second largest holding
at the time of announcement. However, the team still holds conviction in the name and trimmed our position in
Canadian Natural Resources to add some upside torque to our relatively defensive position.
Retrospective: The past 12 months can be characterized by the unprecedented differentials between the
Canadian oil benchmarks and West Texas Intermediate. Crude stockpiles increased due to a lack of pipeline
capacity, as geopolitical battles continued to stall much needed takeaway and investors await advancements
on Enbridge’s Line 3 and TransCanada’s Keystone XL. Natural gas faced another adverse year, however, the
rejuvenation of LNG Canada is expected to create an outlet to Asian markets by 2025. Utilities held strong in
the latter-half of the year due to a deceleration of monetary policy by the BoC.

Unprecedented
WCS - WTI oil
differentials of
$50/bbl stifled
the Canadian
energy market
but were tamed
by governmentenforced
production
curtailments

Outlook: The tone surrounding the Canadian Energy sector has been as volatile as its index over the past
few months. While the slightly optimistic uncertainty of the commodity pricing market will continue into the
new year, the businesses have been altering their models behind the scenes. The last year has been a sobering
experience for many of the producers who were in an arms race to please the market by purveying the best
growth story typically executed through egregious out-of-cash-flow capital spending. The model has shifted
to these firms trying to become as disciplined as possible in their capital allocation while consistently lowering
their cost base to become competitive in the lower price paradigm. The Energy & Utilities team will continue
to look for businesses with proven ability to effectively allocate capital and remain competitive in an uncertain
pricing environment.

Chart 1: Year End Holdings (Canada)
TOTAL RETURN
Company Name

One
Week

One
Month

Three
Months

Canadian Natural Resources

0.1%

7.4%

3.1%

(10.4%)

Brookfield Renewable Partners L.P.

Since FY
Turnover

Since
Inception

Dividend
Yield

% Of
Portfolio

13.3%

4.0%

44.3%

0.9%

3.6%

5.7%

(2.8%)

3.1%

6.6%

19.7%

Tourmaline Oil Corp.

(0.5%)

10.1%

0.2%

2.6%

(64.5%)

2.1%

14.9%

Superior Plus Corp.

(3.0%)

3.6%

8.1%

(10.8%)

5.3%

6.3%

13.6%

Encana Corporation

(0.8%)

0.4%

(8.3%)

(35.6%)

(36.0%)

Portfolio Total:

1.2%

7.4%

4.3%

100.0%

Chart 2: E&U Canadian Portfolio Relative Performance

Chart 2: E&U Canadian Relative Performance
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Energy & Utilities U.S. Portfolio Review
Discussion of Relative Performance: During the 2019 fiscal year, the QUIC Energy & Utilities U.S. portfolio
returned 0.8% with relative performance of (3.4%). The portfolio consisted of a synthetic ETF with the purpose
of tracking the broader index. The purpose of the ETF was to track the index while the team worked to develop
a better understanding of the companies in our investible universe. As exemplified by the team’s sell pitch on
Schlumberger last year, the team believes the multi-dimensional business lines of the oil supermajors does not
create distinct opportunities or theses for outperformance. However, the team dedicated multiple weeks of
the fiscal year to develop reports on businesses such as NextEra Energy and Exxon Mobil, which resulted in a
better understanding of the businesses, with the goal of translating these learnings into investment generation
ideas for the following years to come.
Retrospective: On a domestic scale, the U.S. Energy sector continued its shale revolution, becoming the world’s
largest producer of oil. Producers continue to drill in the Permian Basin, to the point where the area encountered
its first experience with price discounts due to takeaway capacity constraints. However, the international
commodity landscape was shaped by geopolitical relations and tensions. As the OPEC + Russia consortium
extended production cuts, President Trump continued to wage war against the cartel, as he voiced his desire
for low oil prices, which he sourced through mercifully softening sanctions on Iran. Utilities experienced a
rather uncertain year due to Federal Reserve Chair Jerome Powell’s transition from a hawkish to dovish tone
on monetary policy.
Outlook: The American energy industry will continue to be influenced by ongoing geopolitical tensions. Saudi
Arabia’s delay of its Aramco public float signals the countries desire to advance oil prices beyond its current
range. Venezuela’s leadership controversy will continue to artificially lower global production. On the other
hand, the American shale drilling will continue to suppress the commodity’s equilibrium. Mass extraction will
continue in the Permian Basin, sparking the debate of when well productivity will begin to tail off as baby wells
in the region continue to grow and lower type curves. Within QUIC’s investible sector, the supermajors will be
relatively unfazed from major price swings, as their integrated business models insulate profitability.

Chart 3: Year End Holdings (U.S.)
TOTAL RETURN
Company Name
Exxon Mobil
Corporation
Chevron
Corporation
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Dividend
Yield
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(0.5%)

(12.0%)

4.5%

42.3%

0.0%

6.3%

1.5%

4.2%

(4.9%)

4.1%

28.8%

ConocoPhillips

(0.3%)

6.4%

6.9%

23.6%

17.9%

2.0%

12.3%

Schlumberger
Limited

(1.3%)

0.9%

(6.9%)

(33.5%)

(41.3%)

4.9%

6.8%

Occidental
Petroleum

(1.9%)

1.2%

(8.5%)

(2.0%)

(13.4%)

5.4%

6.4%

Halliburton
Company

(1.7%)

0.2%

(1.9%)

(35.1%)

(42.5%)

2.6%

3.4%

4.1%

100.0%

Portfolio Total:

* Light blue colour indicates a company held due to its membership in E&U’s synthetic ETF				
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Chart 4: E&U U.S. Portfolio Relative Performance
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Sector Top Stock – Brookfield Renewable Partners LP (TSX:BEP.UN)
Investment Thesis: Brookfield Renewable Partners (BEP) is one of the world’s largest renewable power
producers, with 17,400 MW of hydro, wind, thermal, storage and solar capacity located across ten countries.
The QUIC E&U team’s original rationale for entering a utilities name was to provide stability in our portfolio
at a time of heightened commodity price volatility. BEP was the best fit for this role due to a large number of
reasons. First, the company’s low-cost hydro asset base, strong geographic diversification, strong capitalization,
proven track record and highly-contracted nature of production have allowed BEP to maintain an incredibly
low risk profile, thus properly aligning with our strategy of offering balance to our high-beta liquids-weighted
names. In addition, we see a growth thesis emerging for the firm as it can leverage its well-capitalized balance
sheet and liquidity position to make accretive acquisitions.
Review of Key Developments: The increasing interest rate environment during the second half of 2018 was
worrisome for yield-bearing securities; however, the overwhelming volatility within commodity markets –
specifically those in Canada – has driven energy investors towards safer alternatives, which has thus fuelled
demand for utilities. This has been the predominant driver of outperformance in the subsector as well as for
BEP individually. As the year progressed, the macroeconomic landscape continued to remain unstable and the
team was able to realize a gain on the sale of a portion of its stake in BEP towards the end of January.
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FINANCIAL INSTITUTIONS GROUP
Financial Institutions Group Canadian Portfolio Review

The FIG team
focused on
investing in
the strongest
Canadian banks
while making
investments
in subsectors
with less macro
exposure, such
as the financial
sponsors
subsector

Discussion of Relative Performance: Over the course of the year, the QUIC Canadian FIG portfolio returned
1.1%, outperforming the benchmark by 1.6%. This outperformance is largely a result of a high active weighting
in the Cash Yield sector, while maintaining positive active weightings in banks and financial sponsors. As
the Cash Yield sector was moved into the FIG portfolio this fiscal year, 2018 was a year of consolidation for
the portfolio, moving from 10 holdings to six throughout the course of FY 2019. We focused on investing
in the strongest Canadian banks while making investments in subsectors with less macro exposure, such as
the financial sponsors subsector, in which we doubled our investment in Onex. Virtually all of the sector’s
outperformance was driven by our holdings in Summit II REIT (TSX:SMU.UN) and Mainstreet Equity
(TSX:MEQ), which returned 36.1% and 15.0%, respectively.
Retrospective: 2018 was a tumultuous year for FIG stock performance. Increased market volatility and slowing
economic growth resulted in a large market correction in November and December of 2018. The Bank of Canada
has tempered interest rate hike expectations moving forward into 2019, taking a wait-and-see approach,
while lowering GDP growth expectations to 1.7% from 2.1%. Canadian bank fundamentals remained steady
throughout the year, but larger market swings resulted in little net change from the beginning to the end
of fiscal year 2018. Financial sponsor underperformance created an attractive value gap which we chose to
take advantage of, doubling our stake in Onex and decreasing the fund’s average cost of purchase. Supply/
demand mismatches in key urban markets have allowed REITs to continue to grow organically. Due to rising
fee pressures, asset managers underperformed during fiscal year 2019 as investors priced in this shift in fee
generation ability.
Outlook: Though banks will benefit from slightly improving economic conditions, analysts anticipate that
mortgage growth will flatten given the delayed impact of higher rates and stricter mortgage stress tests that
require borrowers to have the ability to pay for a mortgage at a rate higher than they will be borrowing at.
To combat any significant slowdown in earnings, analysts anticipate that banks will divert their efforts away
from mortgage lending, enhancing efficiency ratios and improving operating leverage. Asset managers will
continue to be challenged by competitive fee pressure, volatile equity markets, and slowing AUM growth. In
2019, REITs will become more dependent on organic growth to generate returns as inflated asset prices and
rising mortgage rates will become barriers to acquisitions. Therefore, REITs with assets in core areas or who
adopt value-add strategies are expected to outperform peers and drive meaningful SPNOI growth.

Chart 1: Year End Holdings (Canada)
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Royal Bank of Canada

0.3%

1.7%

7.2%

(0.6%)

98.1%

4.0%

32.3%

The Toronto-Dominion
Bank

1.1%

5.3%

7.3%

2.2%

102.6%

3.5%

30.6%

Onex Corporation

3.5%

4.0%

(4.1%)

(14.7%)

(8.0%)

0.4%

16.5%

Manulife Financial
Corporation

3.9%

5.9%

2.5%

(9.5%)

11.8%

4.5%

12.5%

Summit Industrial
Income REIT

(0.6%)

8.4%

16.9%

36.1%

51.5%

4.7%

4.2%

4.5%

12.8%

1.7%

15.0%

4.8%

0.0%

3.9%

3.2%

100.0%

Mainstreet Equity Corp.
Portfolio Total:
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Chart 2: FIG Canadian Portfolio Relative Performance
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Financial Institutions Group U.S. Portfolio Review
Discussion of Relative Performance: Over the course of the year, our portfolio returned (5.9%) and
outperformed the benchmark by 0.8%. These losses were driven primarily by weak performance in our bank
and asset management holdings, JPMorganChase, Morgan Stanley, Citi, and BlackRock. These challenging
results were faced by most major bank and asset management names due to a reversal of the encouraging
economic conditions experienced in 2017, characterized by cuts in the U.S. corporate tax, strong economic
indicators, and a rising rate environment. FIG’s losses from its bank and asset management holdings were
offset by strong gains in Visa, which returned 17.1%.
Retrospective: Fears of an impending recession and trade uncertainty due to Brexit and the China-U.S. trade
war, both of which have increased the market’s view that the pace of interest rate hikes may slow. Those same
factors, as well as the dramatic market selloff in the fourth quarter of 2019 and fear of downward fee pressure
applied by new zero-fee funds offered by Fidelity and soon JPMorganChase also negatively impacted asset
managers such as BlackRock. Despite this backdrop, global electronic payments continued to grow, fuelled in
part by the shift to e-commerce, and with plenty of runway left to grow in terms of the volume of transactions
completed with cash, leading international payments processors such as Visa and Mastercard thrived.
Outlook: Continued trade tensions will continue to make market conditions difficult for U.S. banks, whose
performance is more strongly tied to the overall health of the economy. The FIG team continues to favour
JPMorganChase and Morgan Stanley within this space – the former due to its leading consumer banking
business which fuels its strong balance sheet and provides it with low-cost capital, and the latter due to its
strong wealth management business which is less cyclical and sensitive to market conditions than banking or
asset management. Due to its strong international network, Visa continues to be well-positioned to lead in the
growing payments processing space. Earlier this year, FIG re-assessed its position in Citi and determined that
the bank’s low ROE relative to its peers was a persistent problem rather than an opportunity for growth. Thus,
the team predicts that without an event which meaningfully changes the bank’s likelihood of improving its
performance, Citi will continue to be justly undervalued relative to its peers.

Chart 3: Year End Holdings (U.S.)
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JPMorgan Chase & Co.

(0.5%)

2.0%

(2.5%)

(11.6%)

69.2%

Dividend
Yield
3.0%

% Of
Portfolio
40.7%

Visa Inc.

0.7%

5.7%

8.5%

17.1%

84.2%

0.7%

35.4%

BlackRock, Inc.

1.1%

5.6%

7.1%

(22.6%)

13.6%

3.0%

13.4%

Morgan Stanley

(0.5%)

(1.5%)

(4.4%)

(26.7%)

15.9%

Portfolio Total:

2.9%

10.4%

2.2%

100.0%
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Chart 4: FIG U.S. Portfolio Relative Performance
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Sector Top Stock – Summit Industrial Income REIT (TSX:SMU.UN)
Investment Thesis: Summit Industrial Income REIT (“SMU”) is a real estate investment trust (“REIT”) that
focuses on managing its portfolio of light industrial properties and growing through acquisitions and selective
property development opportunities. Its portfolio is primarily focused on properties in the Greater Toronto
Area (GTA), Greater Montreal Area (GMA), and Alberta. Originally, the investment theses in SMU were built
around the company’s proven management team, strategic GTA asset concentration, and scalable acquisition
platform. SMU is the successor to Summit REIT, which was a highly successful REIT that was able to grow
its real assets from $100MM to nearly $3.5B before it was acquired on August 30, 2006 for $30.00 per share.
That same management team leads SMU today, giving QUIC conviction in management’s expertise. In addition,
its portfolio will be able to benefit from low supply of industrial properties in the GTA, and its unique leasing
strategy should result in net operating income growth. Finally, the company’s strategic partnerships with
developers allow them to acquire properties in-line or below replacement cost, resulting in drastically higher
yields relative to competitors.
Review of Key Developments: The GTA and GMA contributed to SMU’s strong performance in 2018. New
industrial supply continues to lag demand due to elevated development costs and difficulty obtaining municipal
approvals. In the GMA, vacancy rates dropped to 4.4% and rental rates increased to $6.08 per sq. ft. On the other
hand, management has also been able to find accretive acquisitions below market cost. Last year, SMU completed
the acquisition of a ~260,000 sq. ft. property in the GTA at a cost of $127.56 per sq. ft. This can be compared
to the average GTA industrial property cost of $153.78 per sq. ft. Given the management team’s expertise and
concentrated holdings in robust markets, the trust is well positioned to continue to grow net operating income.
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20-Nov-18
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INDUSTRIALS
Industrials Canadian Portfolio Review
Discussion of Relative Performance: In fiscal year 2019, the QUIC Industrials Canadian portfolio returned
11.8% and outperformed the benchmark by 7.1%. Three holdings, comprising 87% of the portfolio, saw high
single-digit to low double-digit appreciation over the past 12 months. This outperformance was largely driven
by names Industrials has held for over a year, reflecting a long-term approach which prioritizes holding high
quality businesses with strong fundamentals. Our newest holdings, CAE Inc. and Ritchie Bros. Auctioneers,
were selected through a bottom-up approach and generated double-digit returns this fiscal year. Both names
retain strong competitive advantages over their peers and market-leading industry positions.
Retrospective: Backlog of airplane manufacturers around the world was at record levels, promising robust
production of commercial aircrafts. This trend also implies a growing demand for training solutions for
pilots, which has begun to feed into the revenue stream of CAE. Shipment volumes for Class I Railroads,
including Canadian National Railway, continued to grow into 2019, largely due to sustained pricing power
for major players. On the manufacturing side, continued global construction growth has translated into record
transaction volumes for heavy equipment manufacturers. Ritchie Bros. Auctioneers has capitalized on this
trend through its leading presence in the online equipment distribution business.
Outlook: Steady, predictable aircraft manufacturing backlog promises a runway for growth in the aerospace
and defense subsector, and in turn, a recurring revenue profile for CAE. We also expect Canadian National
Railway to perform well in the medium to long-term due to consistent returns to scale and a stable competitive
advantage in the transportation space. On the manufacturing side, aging rail and electrical infrastructure in
the U.S. should provide a growth opportunity for relevant players in the industry. Stella Jones’ exposure to
American customers should allow the company to capitalize on the impending U.S. infrastructure revival.

Outperformance
was almost
entirely driven
by names
Industrials has
held for over a
year, reflecting
an approach
which prioritizes
holding
high quality
businesses
with strong
fundamentals
over the
long-term

Chart 1: Year End Holdings (Canada)
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Canadian National
Railway Company
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Stella-Jones Inc.
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Chart 2: IND Canadian Portfolio Relative Performance
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Industrials U.S. Portfolio Review
Discussion of Relative Performance: On the U.S. side, our portfolio returned 20.9% and outperformed the
benchmark by 24.2%. These gains were driven primarily by strong performance from the Union Pacific
Corporation, which makes up 82% of the U.S. portfolio. Our only other U.S. holding, United Parcel Service Inc.
(UPS), returned 2.1% for the fiscal year due to ongoing operational issues and concerns about the emerging
Amazon threat. Fortunately, Industrials’ position in UPS is relatively small and the company’ poor performance
did not meaningfully impact portfolio returns.
Retrospective: Our U.S. portfolio’s strong performance can be attributed almost entirely to positive trends
in the railway industry. Union Pacific Railway benefited from many of the same trends as its Canadian
competitors, recording top-line and bottom-line growth for the fiscal year. Higher shipment volumes combined
with sustained pricing power led to ~7.5% revenue growth for the year. Moreover, UNP drove operating ratio
improvement due to higher revenues, lower fuel prices, and improved cost performance. On the other hand,
UPS continued to face operational challenges and capacity constraints, leading to margin compression and
disappointing performance over the holiday season. That being said, these challenges alone do not justify the
company’s share price depreciation since January 2018. Concerns about Amazon’s growing shipping business
continued to fuel investor concerns about the future of UPS throughout 2018.
Outlook: The QUIC Industrials team believes UNP and other rails will continue to perform well through
2019 and 2020, as outlined in our “Sector Top Pick” discussion. On the other hand, we are less bullish on the
U.S. shipping giants (i.e. UPS and FedEx). After reassessing our position in UPS, our team believes that the
company’s inflexible network model faces a major threat from Amazon’s highly-efficient business proposition.
Management’s long-term improvement initiatives seem unlikely to tackle the crux of the issue. Even if capacity
problems were adequately addressed and margins begin to expand, revenue will certainly suffer from the
gradual loss of Amazon’s business. Given drastic changes in the industry, the QUIC Industrials team plans to
sell-out of UPS at an appropriate valuation in the near future.
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18-Feb-19

Sector Top Stock – Union Pacific Corporation (NYSE:UNP)
Investment Thesis: Union Pacific Corporation (UNP) operates one of the two largest railroads in North
America, serving the western two-thirds of the United States. The QUIC Industrials team entered the name
in late 2012, with a thesis resting on UNP’s industry-leading fundamentals that reinforce a competitively
entrenched investment opportunity. The nature of the railroad industry makes it difficult for new entrants
to threaten incumbents, as the lofty capital burn required to compete on a continental scale would endanger
ROIC. UNP’s unique and extensive network creates a natural hedge against commodity risk, given the large
variety of cargo shipped. It also allows the company to focus on increasing the efficiency of its business model
to generate shareholder returns. UNP has consistently surpassed competitors from an operational standpoint,
maintaining profit margins of 26.1% and management is successfully leveraging their asset base to implement
cost-saving measures and drive top-line growth.
Review of Key Developments: In FY2019, shares of UNP rose by 22.5%. UNP also reported record net income
of $6B in FY2019, a 29% increase from FY2018. This was driven by significant bottom-line improvements from
management, strong volume growth and core pricing gains. UNP repurchased 57.2MM shares in 2018 at an
aggregate cost of $8.2B, and has recently approved a new buyback plan for 150MM of company shares by
March 2022. The strength of UNP’s diverse franchise should continue to drive positive volume and revenue
growth in FY2020, with operating margins expected to increase as a result of solid core pricing gains and
significant productivity benefits outlined in UNP’s cost-reductions program.
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METALS & MINING
Metals & Mining Canadian Portfolio Review

With Nemaska,
we see a case
study of the
struggles the
Metals and
Mining portfolio
has endured
trying to apply
value investing
principles in a
sector that does
not support the
philosophy

Discussion of Relative Performance: Over the course of the year, the QUIC Metals & Mining portfolio returned
(15.2%) and underperformed the benchmark by (12.6%). This underperformance was a result of our investment
in Nemaska Lithium, which fell 44% from our original purchase price until we exited the name in November
2018. We entered the name due to Nemaska’s asset quality, proprietary refining processes, and a positive
outlook for lithium in end-market applications. In February 2019, Nemaska’s stock fell by 35% due to continued
upward increases in cost projections and delays in their flagship Whabouchi mine and mill. We believed that
our initial investment in Nemaska was aligned with our overall portfolio strategy: searching for undervalued
names with integrated competitive advantages that differentiate themselves from our commodity-driven,
cyclical coverage industries. However, with Nemaska, we see a case study of the struggles the Metals and
Mining portfolio has endured trying to apply value investing principles in a sector that does not support the
philosophy.
Retrospective: Gold began 2018 at record level highs of US$1,357/oz, and fell to a low in September of
US$1,182/oz. The metal’s moderate price decline of 2% year-over-year showcased sturdy fundamentals in an
environment that experienced four rate hikes and a strong U.S. dollar. Palladium experienced a breakout year
due to its applications in electric vehicles and battery technology. Palladium prices rose by 18% over the annual
year which surpassed platinum and gold. The prices of commodities on the London Metal Exchange, the
largest market for base metals, were approaching lows at the end of the year. Industrial commodities shed
15.8% of their price value in 2018. The U.S.-China trade conflict has significantly contributed to economic
slowdown in the world’s largest non-ferrous metals consumer. In addition, the trade war severely depressed
the prices of key agricultural commodities – soybean prices fell 15% by the summer, and hog prices dropped
41% from July to August.
Outlook: The Federal Reserve is projecting two rate hikes in 2019, which is ahead of the market’s pricing
of no additional moves. President Trump has expressed his discontent with a hawkish Fed. The Metals and
Mining sector believes that if the Fed maintains a more dovish stance than originally signalled, precious metals
markets should receive a boost. However, the industry is experiencing sluggishness after a boom period with
record low rates from 2015 to 2017. Continued trade tensions and tighter liquidity in 2019 will continue to
depress base metals prices which are strongly linked with emerging markets infrastructure development and
economic growth. Favorable consumer spending, rapid urbanization in emerging markets, and the continued
evolution of e-commerce are strong catalysts for the packaging and container industries in 2019.
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Sector Top Stock – Wheaton Precious Metals (TSX:WPM)
Investment Thesis: Wheaton Precious Metals is a streaming company with a diversified asset base
concentrated in the Americas and comprised primarily of silver and gold assets. The QUIC Metals and
Mining team’s original thesis for Wheaton was based on our macroeconomic outlook that drove a desire for
silver exposure, complemented by a belief in the strength of the streaming business model and in Wheaton
specifically. Uncertainty in financial markets and the global economy made it important to maintain exposure
to precious metals, with silver providing added upside through its multiple uses as both a store of value
and for industrial applications. The Metals and Mining team determined that the valuation premium paid
for streaming companies was justified based on the added torque to metal prices and reduced risk profile
they offer. Wheaton was the only pure play silver streaming company in our universe and possessed a strong
balance sheet with solid earnings and growth in cash generation.
Review of Key Developments: Wheaton Precious Metal’s strong performance early in the year was driven
by a series of solid earnings reports and asset acquisitions, as well as high metals prices, attributable to global
political and trade tensions. Through the summer and fall of 2018, Wheaton suffered as precious metal prices
declined and news of a tax dispute with the CRA worried investors. The resolution of the tax dispute and
renewed strength in precious metals pricing fueled a significant rebound in share price performance through
the end of the fiscal year. The Metals and Mining team performed a review of Wheaton in January 2019 and
decided to continue holding the name. We still have great conviction in the strength of the streaming business
model and favour the diversified exposure to both silver and gold provided by Wheaton. This fundamental strength
combined with undervaluation relative to peers gives us confidence in continued outperformance by Wheaton.

Chart 5: M&M Top Stock
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TECH, MEDIA, & TELECOMMUNICATIONS
Tech, Media, & Telecommunications Canadian Portfolio Review

The TMT team
acted
opportunistically
in response
to volatile
swings in U.S.
technology
valuations by
increasing its
position in
Facebook upon
the compression
of its valuation

Discussion of Relative Performance: Over the course of the year, the QUIC Tech, Media, and
Telecommunications (TMT) Canadian portfolio returned 7.1%, underperforming the benchmark by 0.8% and
generating alpha of (0.3%). TMT’s investment strategy in Canada is to remain overweight in telecommunications,
a relatively stable industry with unmatched entry barriers and strong dividend yields, and to actively seek out
attractively priced information technology companies that exhibit high degrees of customer captivity. This
year, the portfolio remained concentrated entirely in two telecommunications names, BCE and TELUS, as
valuations in the technology sector remained rich, leaving little opportunity to comfortably deploy capital.
While certain information technology names ended up performing well, the decision to remain uninvested in
this subsector, as well as the media subsector, still generated risk-adjusted performance nearly inline with the
TMT benchmark.
Retrospective: The top performing companies in Canada were concentrated in the software subsector.
Most of these companies offer subscription-based services that serve fast-growing segments and/or highly
specialized industries. They have therefore been able to benefit from increased corporate IT spending and
wide-spread IT modernization initiatives. Hardware companies continued to see margin compression in the
face of stiff competition from low-cost manufacturers in Asia. In the telecommunications and media sectors,
cable subscriptions continued to decline due to competition from “new media” platforms; however, increasing
device connectivity, data usage, and internet protocol TV (IPTV) adoption have been able to offset this decline.
Outlook: In the technology space, software companies should continue to experience growth as companies
and consumers continue to adopt subscription and cloud-based offerings as a means to enhance operational
efficiency. There are also newer areas of software, such as endpoint security, that are beginning to increase
in importance as new technologies, such as Internet-of-Things (IoT) and cloud computing get deployed. The
TMT team remains optimistic about Canadian telecommunications for the near future due to tight government
regulations that create a strong entry barrier and the increasing reliance on wireless devices for consumers and
businesses. The media industry, which is largely controlled in Canada by the telecommunications players, will
continue to see increased pressure from disruptive players as the incumbents continue struggling to adapt.

Chart 1: Year End Holdings (Canada)
TOTAL RETURN
Company Name

One
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One
Month

Three
Months

Since FY
Turnover

Since
Inception

Dividend
Yield

% Of
Portfolio

BCE Inc.

1.3%

4.2%

4.1%

2.4%

17.6%

5.5%

59.5%

TELUS Corporation

0.5%

2.9%

0.0%

1.3%

116.9%

Portfolio Total:

Chart 2: TMT Canadian Portfolio Relative Performance
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Tech, Media, & Telecommunications U.S. Portfolio Review
Discussion of Relative Performance: Over the course of the year, the QUIC TMT U.S. portfolio returned
4.4%, outperforming the benchmark by 6.5% and achieving alpha of 5.9%. TMT’s investment strategy in
the U.S. involved continuing to hold extremely high-quality technology and media businesses that exhibit
dominance in their respective industries, enabled by strong, sustainable economic moats. As such, this year’s
outperformance was driven primarily by the portfolio’s substantial active weighting in Microsoft, one of the
best-performing names in the benchmark, as well as the team’s decision to increase the portfolio’s position in
Facebook during the short-lived compression of its valuation. The TMT team has chosen to remain uninvested
in the U.S. telecommunications space, allocating all telecommunications exposure to Canada, given the higher
degree of fragmentation and uncertainty surrounding the regulatory environment in the U.S.
Retrospective: Performance in the technology sector this year was largely impacted by an extended sell-off in
Q4 2018. Having reached record valuations in 2017 fuelled by robust earnings growth and multiple expansion,
investor sentiment shifted strongly amidst the intensification of the trade war between the U.S. and China. The
primary concerns have been regarding the U.S. administration’s plan to decrease Chinese investment in U.S.
technology, the potential disruption of supply chains flowing through China, and the potential decrease in
exports to China, one of the biggest customers for U.S. technology companies. Despite the substantial sell-off,
as trade tensions began to ease in the new year, the sector was able to recover a sizeable portion of its losses. In
addition, major internet companies came under pressure as a result of data privacy and cybersecurity concerns.
In media, the traditional content producers and distributors have continued to face intense competition from
direct-to-consumer (DTC) offerings, which has led to further investment in content and new DTC platforms,
both internally and through acquisitions.
Outlook: The team remains optimistic about the technology space, as most companies continue to deliver rapid
growth. Internet companies should continue to benefit from increasing internet traffic, multi-platform user
engagement, and increasing advertising spend. Software companies are poised to benefit from the continued
adoption of cloud computing and the broader trend of IT transformations. Semiconductor companies should
continue to benefit from the rapid growth of key chip-enabled verticals, such as automobiles, manufacturing,
and appliances. The outlooks for media and telecommunications are less optimistic. The traditional media
industry will continue to face competitive pressures from new media platforms, and as such, companies
will continue investing heavily in content and distribution. In U.S. telecommunications, there exists much
uncertainty around the regulatory environment and the implementation and monetization model of 5G
technology, which faces a number of barriers to adoption.

Chart 3 : Year End Holdings (U.S.)
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The Walt Disney
Company

2.4%

4.2%

2.0%

5.0%

28.2%

1.5%

27.8%

Microsoft
Corporation

2.5%

5.0%

7.6%

16.3%

140.8%

1.7%

25.8%

Facebook, Inc.

(0.4%)

9.7%

20.1%

(12.5%)
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0.0%

24.1%

Alphabet Inc.

(0.3%)

3.5%
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Chart 4: TMT U.S. Portfolio Relative Performance
Chart 4: TMT U.S. Relative Performance
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Sector Top Stock – Microsoft Inc. (NASDAQ:MSFT)
Investment Thesis: Microsoft Inc. (NASDAQ:MSFT) was first added to the TMT portfolio in 2014 based on a
two-fold investment thesis. First, QUIC saw much value to be realized in Microsoft’s revamped strategy that
came into play as their new CEO, Satya Nadella, took over. This new strategy is focused on mobile and cloudenabled solutions. The second element of the thesis was Microsoft’s accelerating cloud momentum, as it was
emerging as a leader in cloud computing with Azure and Office 365. At the time, cloud computing was a small
revenue stream for Microsoft; however, it was the company’s fastest growing segment. Microsoft’s Intelligent
Cloud segment experienced 18% year-over-year growth between fiscal year 2017 and fiscal year 2018, driven
by 91% growth in Azure in the same period. QUIC retains its conviction in Microsoft’s ability to be a top-two
cloud computing player. Azure’s hybrid public/private cloud capabilities and ease of integration with other
Microsoft systems confers a unique value proposition to cloud newcomers and switching costs. Microsoft’s
core businesses (operating systems and productivity), while under pressure from Alphabet, should remain
competitive and profitable in the long term.
Review of Key Developments: Microsoft delivered on the team’s initial thesis that it would benefit from
transitioning to a cloud-first productivity platforms company, as the company’s cloud services and cloud-based
software businesses grew substantially, including 98% year-over-year growth in itsAzure cloud computing business.
The team will continue to assess this name in the upcoming fiscal year in light of several areas of concern.
Firstly, Microsoft’s Cortana personal assistant is lagging Amazon Alexa and Google Assistant. Secondly, the
versatility of Google’s productivity suite is increasingly threatening Office 365 as end-users rely more heavily
on cloud-enabled products. Despite these risks, the team remains convinced of the depth and breadth of
Microsoft’s economic moat and long-term growth prospects. As such, the team will continue to hold Microsoft
andChart
monitor
the competitive
landscape for material threats.
5: TMT
Top Stock

Chart 5: TMT Top Stock
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