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The second quarter of 2017 proved to be challenging, with 
the month of June being particularly tough. 

The underperformance in Canada stems largely from the 
commodity sectors.  Last year, commodities outperformed 
the overall market and although we felt there would be a 
check back, we certainly didn’t anticipate the magnitude 
of it.  So why the dramatic underperformance of the 
commodities this year?  When analyzing the down draft in 
commodity prices, the primary underperformance lies in 
the oil and gas sector, with the price of oil down 14% year 
to date and Canadian energy stocks down over 21%.  
Although OPEC has been largely faithful to their 
production cuts and global demand has been strong, the 
increase in production from the US   shale producers 
(mainly the Permian Basin) has created a supply glut with 
oil inventories staying stubbornly high.  OPEC has voiced 
their intentions of running inventories back toward 
seasonal normal levels but oil inventories remain 280 
million barrels higher than the five-year average.  
Although these levels are well off-peak inventory levels, 
the length of time required to normalize these inventories 
is longer than most anticipated. 

The Canadian E&P sector has also been hit harder than 
their global energy peers as international capital flows 
continue to exit Canada.  International investors cite a 
weak Canadian dollar, Trump threats against NAFTA 
(with the potential for a US border tax), and a general lack 
of capital available to the sector, as reasons for the exodus 
of international investors. 

The portfolio is currently neutrally positioned in the 
Energy sector versus the S&P TSX Small Cap Index, while 
we wait for US production to roll over and inventories to 
adjust.  From a valuation perspective, the E&P sector is 
very inexpensive on a historic basis.  After the 22% decline 
in the first half of 2017. We anticipate increasing the 
portfolio weight in energy stocks in the back half of 2017 
as our supply concerns abate. 
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PORTFOLIO MANAGER: JACQUELINE RICCI, CFA 

30-June-17 INVESTMENT RETURNS 

 Month Quarter 5 Year 

Special Equity Fund1 --4.31% -9.64% -1.08% 

S&P/TSX -0.75% -1.64% 8.74% 

S&P/TSX Small Cap 0.49% -5.51% 5.13% 

S&P/TSX Venture -4.15% -6.01% -8.43% 

Notes: 
1. Globefund returns based on Net Asset Value per unit after all fees on an accrued 

basis. 
All indices are total return 
Management Fee 2.0% Performance Fee 20% of the annual return in excess of 10%                               
hurdle rate with a 1 yr carry-forward on any deficiency relative to the hurdle rate. 

    Past performance is not indicative of future results. 
 
 
 

The second quarter punished the gold sector, a major 
index rebalancing (the GDXJ ETF) had a very 
negative impact on the funds flow within the small 
cap gold names.  This resulted in a sizable check 
back in the sector, that was not based on 
fundamentals and valuations.  We believe this put 
unwarranted pressure on many of the gold stocks in 
the portfolio and has created a good opportunity for 
long term investors. 
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Categorization: Canadian Small/Mid Cap Equity 
Funds have been categorized according to the Canadian Investment Funds Standards 
Committee criteria. 

Fund Objective: 
The fund is designed to generate consistent, positive returns that are commensurate 
with a moderate to high degree of investment risk. The objective of the Special Fund is 
to provide long-term growth through capital appreciation by investing in rapidly 
growing small, medium and large Canadian companies that demonstrate the ability to 
grow at a faster rate than the economy.  The Fund is suitable for sophisticated investors 
who can tolerate a moderate to higher degree of risk and volatility. This fund should 
produce higher returns than the market over time but may experience a greater than 
average degree of volatility over short-term periods.  Investors must be prepared to 
accept a higher degree of risk. 

Strategic Allocation: 
The fund’s aim is to add value through security selection but will focus on themes and 
concepts that may influence the sector weightings. The strategy includes identifying 
stocks with sustainable growth characteristics from a universe of primarily small and 
mid capitalization stocks. The fund is suitable as a portion of an investors overall 
equity component of a fully diversified investment portfolio. It typically holds 70 plus 
stocks, and is aimed to be fully invested, limiting cash to small amounts. 

 

 

 

 

 

 

 

Top 5 Holdings: 

Stocks 	

Enablence Technologies Inc. 2.79% 

Yangarra Resources Ltd. 1.98% 

Storage Vault 1.89% 

Parex Resources Inc. 1.81% 

Trican Well Service Ltd. 1.74% 
 
(as of June 30, 2017) 
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Benefits of our Pooled Funds 

The J Zechner Associates Pooled Funds 
offer professional money management, 
varied investment choices, the potential for 
above average returns and lower 
management fees so you keep more of your 
accumulated wealth.  

A pooled fund is a unit trust that operates 
like a mutual fund, but is not required to 
have a prospectus under securities law.  
A pooled fund is sold through an Offering 
Memorandum. 

J Zechner Pooled Funds are available only 
to Canadian investors and require a 
minimum investment of $150,000; unless 
the investor is an Accredited Investor. Units 
of the Funds are qualified investments for 
certain registered plans. 

Solid Partnership Foundation 

Our Pooled Funds are held at CIBC Mellon, 
who acts as Trustee, Custodian, Valuation 
Agent and Unitholder Recordkeeper 
provider. Our commitment to integrity is 
behind our decision to partner with a leading 
Canadian custodian, reassuring our clients 
that their funds are safe and secure. Like 
J. Zechner Associates, CIBC Mellon is 
firmly committed to integrity, client service 
and exceptional results.

Eligibility for Investment 

The Fund will only invest in securities that 
will be qualified investments under the 
Income Tax Act (Canada) for a trust 
governed by a registered retirement savings 
plan (an “RRSP”), registered retirement 
income fund (a “RRIF), or tax-free savings 
account (a “TFSA”). 

For more information please contact: 

David Cohen, President 
Tel 416-867-8649 
dcohen@jzechner.com 

John Zechner, Chairman 
Tel 416-867-8993 
jzechner@jzechner.com 
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