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Given the volatility at the back half of 2022, the expectation for the new year 
was understandably apprehensive. Much to investors surprise, January started 
on a high note with markets showing strength to start the year. By late January 
the TSX Small Cap Index had advanced by +8.9%.  

As tighter for longer set in, the energy sector became the latest market victim. 
After holding up relatively well through last year’s turbulent market, energy 
became the worst performing sector in the TSX for the quarter ended March 31, 
2023. 

With more pressure on interest rates, and the Fed’s musings that the ultimate 
level of interest rates is likely to be higher than previously anticipated, and that 
he was looking to realign supply with demand with the monetary policy 
transmission mechanism which likely will hurt employment and wages. Silicon 
Valley Bank (SVB) reported an asset/liability mismatch, igniting fears of a Global 
Financial Crisis like contagion. This event rippled through financial markets 
putting downward pressure on risk assets and upward pressure on safe-haven 
assets. Gold showed its strength as a safe-haven asset with the gold price 
advancing by +8.0% in the first quarter to trade through the US$2,000/oz level. 

OPEC decided to make an unexpected cut to oil supply. This cut had the 
immediate impact of moving the oil price through the $80/barrel level. This did 
provide relief for the sector, but the stocks continue to be priced lower than 
when oil was previously at the $80/barrel level.  

For the quarter, there was a resurgence in the large cap technology stocks, but 
this did not filter down to the small cap names. 

Copper largely held the $4.00/lb level for much of the quarter, mainly because 
of the positive expectation of Chinese demand after China opened its economy 
post the COVID lockdown. 

OUTLOOK 
To pivot or not to pivot…that is the question. The first quarter of 2023 has proven 
to be quite eventful, but one thing is clear, despite SVB and other weakness in 
the banking sector, the Fed is sticking firmly to their tightening bias and fight 
against inflation. The traditional path of an economic slowdown is taking place 
with rising rates. Interest sectors such as housing have rolled over, businesses 
have started to see a slowdown as evidenced by the layoffs in both technology 
and financial sectors. The consumer has remained resilient, but this is largely 
because employment has remained strong. As mentioned earlier, many believe 
the Fed will not pivot until Chairman Powell sees weakness in employment data.  

Are we heading into a recession? Much of the data would indicate, yes. The 
question is the severity of the recession. The market hit a significant low last 
October and has been climbing a “wall of worry” ever since. When the recession 
finally does arrive, it will have been the most widely anticipated downturn in 
history. Despite slowing demand in many sectors, underinvestment in many 
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31-March-23  INVESTMENT RETURNS 

 Q1 23 1 Year 3 Year 5 Year 

Special Equity Fund 2.78% -14.46% 34.59% 6.52% 

S&P/TSX Small Cap 4.48% -12.57% 27.67% 5.75% 

 
Notes: 
*Returns are Net of Fees. 
*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. 
*Index returns are shown for comparative purposes only.  
Securities held in the portfolio do not replicate the index.  No 
guarantee is given that performance will match the index 
indicated. All returns are expressed in CAD 
 
 

commodities over many cycles have helped keep supply/demand very tight 
and is keeping commodity prices somewhat elevated. China’s reopening after 
being shutdown during COVID has also added to demand. 

Although we do not see a runaway bull market, we are optimistic that we are 
closer to the end of rate increases. We expect markets to muddle through as 
investors continue to look out over the horizon for the recession to begin. Our 
positioning has changed somewhat with us being underweight energy early in 
the first quarter, expecting demand for energy to decline. 

Gold remains a defensive position for the portfolio. Providing a haven during 
economic instability (as seen through the SVB crisis) but also being well 
positioned for when the turn in interest rates occurs. 

Copper is also a significant weight within the portfolio. The mid to long term 
outlook keeps us extremely bullish. 

Post the technology selloff, we have added to the sector and continue to look 
for interesting small cap names that are able to weather the recession. 

While we are optimistic that we are through the worst of the market selloff, 
we anticipate continued volatility and expect several more stock corrections 
over the next few quarters until inflation falls to the central bank targets 
(between 1% - 3%) 

As always, would love to hear from you if there are any questions or thoughts 
you may want to share. 
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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 Equity 
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 investor’s 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  

  Aya Gold & Silver Inc.    2.35% 

K92 Mining 2.26% 

Capstone Copper Corp. 2.07% 

Spartan Delta Corp. 1.97% 

G Mining Ventures Corp. 1.92% 
 
(as of March 31,, 2023) 
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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 to 
accredited investors.  Units of the funds are 
qualified investments for registered products. 

Solid Partnership Foundation 

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”). 
Performance Disclosures 

Performance data quoted represents past performance and 
does not guarantee future results. Investment returns and 
principal value will fluctuate so that when withdrawals are 
made by the investor the shares or units may be worth less 
than their original cost.  Unless specified, all performance 
quoted is gross of fees and expenses. 

Benchmarks:  Index returns are provided for comparative 
purposes only to show how the companies returns compare 
to a broad-based index of securities. As the indices do not 
have costs, fees or other expenses associated with their 
performance. In addition, securities held in the indices may 
not be similar to securities held in the composite’s 
accounts. 

 

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 

   

Asset Mix 
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