
 
THE MANAGER’S MONTHLY COMMENTARY – DECEMBER 2019 
The Pender Strategic Growth and Income Fund returned 1.6% in December 2019 and for the full year 
returned 18.5%1.  The Fund finished a top decile performer in its Morningstar category in 20192. 

2019 was a year of change for the Fund as it navigated some challenging markets. We started the year 
with a stock market rebound during the first four months after a sharp decline in equity values in the 
fourth quarter of 2018. This was followed by sideways movement in global equities and then a 
downturn in the late summer as investors became fearful due to the growing negative global yields in 
the bond market. In the fourth quarter, markets rallied once again after the ongoing trade war between 
the US and China appeared to be de-escalating.  

The market rally at the beginning of 2019 gave us time to reflect and complete a post-mortem on what 
worked and what didn’t for the Fund through 2018’s market volatility. The Fund ended 2018 with 22% 
exposure to the Pender Corporate Bond Fund, 5% in the Pender Small Cap Opportunities Fund, and the 
remaining in mainly mega and large cap companies. The volatility experienced in 2018 was an 
experience we were not eager to repeat for a conservatively managed balanced fund.  

Through this process, we identified some changes aimed to increase income and dampen volatility, 
while still providing attractive risk-adjusted return potential.  

A few of the changes made: 

1) Increased Fixed Income Exposure 
a. We have almost doubled the historic weighting in the Pender Corporate Bond Fund  

i. Provides lower volatility and higher income 
ii. Top quartile and award-winning Fund under Geoff Castle’s management  

iii. Target a 30-60% weight depending on market conditions 

2) Decreased average market cap 
a. Greater focus on “mini blue chips” 

i. Market exuberance with mega and large cap stocks has driven greater valuation 
discrepancies, relative to the small-to mid cap opportunity set  

ii. Higher dividend yields and upside potential from undervalued small and mid cap 
stocks with growing cash flows and dividends will be favoured 

iii. Hired accomplished small cap equity income-focused PM, Don Walker who 
specializes in “mini-blue chips”, or smaller firms with strong businesses in defendable 
niches trading at attractive valuations.  

3) Chose dividends outside the index 
a. Value added alternative to increasingly crowded index-linked strategies 

i. Best ideas from the Pender investment team, with low overlap to major indices to 
provide investor diversification from typical Canadian balanced funds 

ii. Entire Fund is bottom-up selected, based on a value-oriented and total return approach 
iii. Uncapped weight to the Pender Small Cap Opportunities Fund (target of 5-10%) 

 
1 F Class - For full standard performance information, please visit: http://www.penderfund.com/funds-and-performance 
2 Source: Morningstar.ca; Category: Canada Fund Global Equity Balanced 
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After these changes were implemented during the first half of 2019, we saw increased success for the 
Fund in the form of lower downside volatility with stronger returns. We look forward to 2020 and 
beyond, and believe we have found a formula that will work for investors who are seeking income, with 
some capital growth and a buffer to market volatility. 

Please do not hesitate to contact me should you have questions or comments you wish to share with us. 

Felix Narhi 
January 21, 2020 

 

 

 

 

 

 

 
  

 

 

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please 
read the simplified prospectus before investing. The indicated rates of return are the historical annual compounded total returns 
including changes in net asset value and assume reinvestment of all distributions and are net of all management and 
administrative fees, but do not take into account sales, redemption or optional charges or income taxes payable by any security 
holder that would have reduced returns. Mutual funds are not guaranteed, their values change frequently and past performance 
may not be repeated. This communication is intended for information purposes only and does not constitute an offer to buy or 
sell our products or services nor is it intended as investment and/or financial advice on any subject matter and is provided for 
your information only. Every effort has been made to ensure the accuracy of its contents. Certain of the statements made may 
contain forward-looking statements, which involve known and unknown risk, uncertainties and other factors which may cause 
the actual results, performance or achievements of the Company, or industry results, to be materially different from any future 
results, performance or achievements expressed or implied by such forward-looking statements. 
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