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INCREASE YOUR FUTURE
WEALTH POTENTIAL
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Following the trend, we have seen for most of this year, the third
quarter was another extremely difficult period for both stocks and
bonds as central bankers raised the tone of their hawkish rhetoric
about interest rates while inflationary pressures failed to recede
as many investors had been counting on during the rally from midJune. The JZA Canadian Union Partnership Fund continued to
provide relatively good downside protection, remaining well
ahead of the benchmark for the Fund on a year-to-data basis,
following a similar outperformance during the stronger market
conditions seen in 2021. This has helped the Fund to meet our
goal of providing strong relative returns in all types of market
conditions with a stable asset mix and relatively low volatility.
While the asset mix of the Fund remained relatively stable, we did
add to the position in stocks, raising it to the higher end of the
range at 49.8%. The September selloff in stocks provided a good
opportunity to add to existing positions. We believe that stocks
are already reflecting a somewhat sharp economic downturn and
that valuations are now at an attractive level, particularly
considering that we believe we are closer to the end of the period
of ‘tightening’ on interest rate policies by most central banks.
Stocks will still face some headwinds during what could be a tough
third quarter earnings period but believe that most companies are
well positioned for an economic slowdown and will see better
corporate profits than in prior downturns. Corporate cash
balances remain high, and companies have been able to raise
prices to offset substantial increase in material and input costs.
We also used the weakness in bonds and consequent rise in yields
to move the fixed income weight to a neutral level of 40.1%, which
raised the income yield of the entire portfolio to a cycle high of
4.1%. Long-term government bonds finally have an attractive real
yield now and will help provide a hedge against the possibility of
an economic recession as well as the possibility that tighter
monetary policy might trigger a financial event that could stoke
systemic fears. Furthermore, we expect that bonds will soon
return to providing their traditional diversifying role in a balanced
portfolio by rallying when stocks and other risk assets sell off, an
important role temporarily held by the U.S. dollar over the last two
years. The asset class weight increases in both stocks and bonds
were funded by a reduction in cash.

recovery potential. We are seeing such opportunities in energy,
where the stocks are trading at record low valuations despite the
macro forces that should keep energy prices high. Key names in
the oil sector that we have added to include Cenovus, Canadian
Natural Resources, TC Energy and Cameco (uranium). We see
similar oversold opportunities in some industrial and consumer
discretionary stock sectors such as autos and travel, which have
sold off dramatically and already reflect a recession scenario. We
added to positions in Martinrea (auto parts), BRP (skidoo/seadoos),
Nutrien (fertilizers) and Air Canada as well as to existing names in
the telecom sector; Quebecor, Rogers, BCE and Telus.
In terms of timing our investment strategies, we believe we are
getting close to establishing a bottom. According to Ned Davis
Research, the firm’s Crowd Sentiment Poll has been in an extreme
pessimism zone for 112 consecutive trading days, marking it the
third-longest streak of gloom since the data began in 1995.
Investor sentiment is “unquestionably” the worst it’s been since
the crisis of 2008, with losses in government bonds being the
highest since 1920, according to Bank of America's proprietary sellside indicator, which has been a reliable contrarian signal in the
past. In November 2018, the gauge was close to euphoric levels,
just before the S&P 500 fell to the brink of a bear market. Currently,
the indicator has been trending to the lower end of the range,
suggesting that we might be closer to a bottom in the stocks.
Sentiment has gotten so dire that any indication that central banks
may be closer to the end of their tightening would bring a strong
relief rally, another reason why we have reduced cash in the Fund
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INVESTMENT RETURNS
Year-toQuarter
2021
Date
-1.34%
-7.27%
12.55%

Fund Benchmark**

-0.43%

-11.32%

-7.77%

Notes:
* Returns are NET annualized returns.
** Fund Benchmark is 50% TSX Total Return, 50% FTSE Bond
Past performance is not indicative of future results.

Our investment strategy in this downturn has been to look to for
positions with depressed valuations or excessive pessimism, which
should have limited further downside and also offer strong
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Benefits of our Pooled Funds

Categorization: Canadian Neutral Balanced
The Fund has been categorized according to the Canadian Investment
Funds Standards Committee criteria.

Fund Objective: Long-Term Growth at Moderate Risk
The Fund is designed to generate consistent returns that are commensurate
with a moderate degree of investment risk. The manager focuses on global
indicators to assess macro-economic trends in global stock, fixed income
and commodity markets that are most impacted by those trends. The Fund
is suitable for pension funds, health and welfare trust funds, general and
corporate accounts. It is diversified and will only hold securities that make
the “union friendly” qualification. Over time, investors should experience a
moderate degree of risk and volatility.

Investment Strategy: ESG/SRI: Canadian Focus
J Zechner Associates Inc. has introduced the first fund of its kind in Canada.
One that is focused entirely on investing in Canadian publicly traded
corporations and government entities that employ a meaningful number of
Canadian unionized workers. This pro-Canadian union fund is focused on
supporting the Canadian unions and the companies that employ them. The
fund is actively managed using a proprietary screen of eligible stocks and
bonds and rigorous fundamental analysis in determining the asset mix and
security selection.

1%
40%

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

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 taxfree savings account (a “TFSA”).

Cash

For more information please contact:

Fixed Income

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

50%

Preferred
9%
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John Zechner, Chairman and Founder
Tel 416-867-8993
jzechner@jzechner.com

Cdn Equity

Toll free 1-866-259-6482

Top 5 Stock Holdings:
Securities

Stock Sector

Weight

Telus Corporation

4.18%

Hudbay Minerals Inc

Telecom
Basic Materials

TC Energy Corp
Suncor Energy

Energy / Pipelines
Energy

3.82%
3.63%

BCE Inc.

Telecom

3.63%

3.94%
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