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Returns (Class F units, net of all fees and expenses) 

 

JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC YTD

2016 1.0% 1.2% 1.6% 0.6% 0.2% 1.6% 0.3% 0.3% 0.4% 7.5%

2015 -1.0% 1.2% 0.4% 2.2% 1.0% 1.4% 1.8% 0.1% 0.4% 7.8%

EHP Guardian Fund 
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The EHP Guardian Fund Class F units increased +0.4% inclusive of distributions for the month of 

September, versus -0.1% for the S&P 500, and +1.2% for the TSX Composite. Gains came primarily from 

our Credit Momentum strategy where we hold U.S. high yield debt, and from the long side of our equity 

strategies. Gains were offset in part by losses on the short side of our equity strategies as there was a 

renewed bid to lower quality, more volatile stocks. Dividend-paying stocks were generally weaker during 

the month, and the sectors that are typically the most defensive were hit early and never fully recovered. 

We view this price action as a “shot across the bow” for the overvalued “bond proxy” stocks and we may 

very well have seen the highs for the year in these rate-sensitive parts of the market. 

As has been the case since mid-July, equity markets were largely range-bound during the month and 

continued to lack any discernible trend or sectoral leadership. September did live up to its reputation for 

being volatile with equity markets, crude, currencies, and high yield all experiencing meaningful intra-

month swings. The month started with stocks and bonds selling off amid fears of central banks pulling 

back on their easy money policies, potentially ending this period of perceived “low rates forever”, and with 

expensive low volatility and dividend paying stocks leading the market lower. With the Fed deciding to 

leave rates unchanged, indices rallied into month end as risk appetites returned and volatility subsided. 

We have written extensively of our views that market direction and leadership will be determined by moves 

in the USD and, by extension, interest rates. We recognize it is currently hard to envision a scenario that 

merits a move by the Fed to raise rates, but they have communicated a strong desire to normalize policy. It 

will then come down to determining whether it is a case of “one and done” or whether we are into a new 

cycle of further tightening. Should it be the former, we would expect limited impact on current market 

leadership, however, should growth emerge and dictate the need for higher rates, we would anticipate a 

more meaningful rotation away from defensive and low vol strategies and towards cyclical value. Our 

portfolios have begun to reflect this scenario with the largest weights in consumer discretionary, 

industrials, and energy; sectors that best represent both cyclical value and high sustainable yields. 

We enter October with the fund “geared up”, as we have been since late February, and with exposures at 

the higher end of their targeted ranges.  The Brexit-induced selloff and September’s taper fears saw our 

tactical indicators come close to breaching levels that would have seen our funds reduce overall 

exposures, however in both cases, markets rallied leaving fund positioning intact. Despite stretched 

valuations, political concerns and a difficult macro environment, our process has yet to cause us to shift 

into “risk off” mode, but as always, should conditions change, we have the process in place to adapt.  

 

 

Commentary 

 

Growth of $100,000 (weekly) Risk/Reward Analysis
Fund S&P TSX S&P 500

Annualized Return 10.3% 2.3% 5.5%

Annualized Std Deviation 2.7% 9.1% 12.2%

Winning Months 94% 56% 67%

Average Monthly Gain 0.9% 2.1% 2.2%

Average Monthly Loss -1.0% -2.1% -2.9%

Largest Drawdown -1.0% -13.8% -8.4%

Sharpe Ratio 3.9 0.3 0.5

Fund Correlation -10.1% 21.3%

Fund Beta -0.03 0.04

Net Exposure 32%

Gross Exposure 123%

Compound Total Returns (%) Source of Returns for Most Recent Month

1 Mo 3 Mo 6 Mo 1 Yr Incep. Returns from Longs 0.5%

Fund 0.4% 1.0% 3.4% 10.0% 10.3% Returns from Shorts -0.1%
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DISCLAIMER: Performance returns refer to initial series of Class "F" Units, and are net of all fees and certain operating expenses.  

Returns are unaudited.  Returns are annualized and since inception unless otherwise noted.  Statistics are calculated using monthly 

returns unless otherwise noted.  Strategy Allocations are represented as percentages of net assets.  Cash includes short proceeds.  

Index statistics use total return indicies. The composition of the Funds’ portfolio could differ significantly from the index due to the 

investment strategy employed, and includes differences such as use of credit strategies, use of equal weight positions, use of short 

positions, varying fund net exposure, varying currency exposure, and investing in small capitalization stocks. Please see “Investment 

Strategies” in the Confidential Offering Memorandum for more details. Fund Risk Rating is defined in the “Risk Factors section of the 

Offering Memorandum.This presentation is not an offer to sell nor a solicitation of an offer to purchase interests of the Funds.  The 

Manager reserves the right to change any terms of the offering at any time.  Offers and sales of interests in the Funds will be made 

only pursuant to an offering memorandum, complete documentation of the relevant Fund and in accordance with the applicable 

securities laws, and this presentation is qualified in its entirety by reference to such documentation, including the Risk Factors and 

Potential Conflicts of Interest disclosure set forth therein.  

 

Sector Allocations % of NAV Capital Allocations % of NAV

Canadian Equity - Top 10 Longs U.S. Equity - Top 10 Longs

Rogers Sugar Inc 0.9% Hasbro Inc 0.6%

Medical Facilities Corp 0.9% Southern Co/The 0.6%

Enercare Inc 0.9% Automatic Data Processing Inc 0.6%

Chemtrade Logistics Income Fun 0.9% Clorox Co/The 0.6%

Chartwell Retirement Residence 0.9% Altria Group Inc 0.6%

Superior Plus Corp 0.9% Consolidated Edison Inc 0.6%

Ensign Energy Services Inc 0.9% Verizon Communications Inc 0.6%

Pembina Pipeline Corp 0.9% Old Republic International Cor 0.6%

Intertape Polymer Group Inc 0.9% KLA-Tencor Corp 0.5%

Student Transportation Inc 0.9% Marathon Petroleum Corp 0.5%

-15% -5% 5% 15%

Consumer Discretionary
Energy

Industrials
Real Estate

Health Care
Utilities

Information Technology
Materials

Consumer Staples
Financials

Telecommunication…

Long Short Net

-50% -25% 0% 25% 50%

Credit

CDN Equity

US Equity

Issuance Arb

Long Short Net

Fund Information 

The Fund constructs a long/short portfolio of equities and income-producing securities by buying quality, high yielding, rising 

stocks and shorting overvalued, declining, volatile stocks.  The Fund actively hedges equity and interest rate risk to preserve 

capital in declining markets or rising interest rate environments.  The Fund emphasizes a disciplined process of stock selection, 

risk control and liquidity.  The Fund targets annual returns of 6-8% inclusive of its cash distribution and net of all fees. 
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 Fund Structure 

Fund Risk Rating:       Low to Medium 

Reporting Frequency:       Weekly 

Fund Codes:       $CAD: EHP300A / EHP300F 

         $USD: EHP300UA / EHP300UF 

High Water Mark:       Yes, permanent (no reset)  

Fund Administrator:        CommonWealth Fund Services 

Prime Broker:       Bank of Nova Scotia 

Legal / Auditors:       BLG LLP / KPMG LLC 

 

 

Portfolio Manager:       Jason Mann, Ian Fairbrother 

Fund Structure:       Open-Ended Investment Trust 

RSP Eligible:       Yes 

Fee Structure:       A, UA: 2% Mgmt Fee, 20% Perf Fee 

                                          F, UF: 1% Mgmt Fee, 20% Perf Fee 

Subscription Amounts:   $25,000 Minimum 

Subscriptions:       Weekly, Friday 4pm deadline 

Redemptions:       Weekly, 1 day notice A/F, 2 day UA/UF 
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