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Portfolio Allocation

CANADIAN
Amount
369,225.13
271,881.01
116,324.95
653,522.06
471,239.50
1,882,192.66

Total
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Portfolio Analysis for the Quarter Ended June 30, 2014
$ 1,757,608.06

Portfolio Valuation as at March 31, 2014
Change In Net Capital:

$ 55,062.93

Capital Appreciation and Income:

$ 69,521.67

Current Portfolio Valuation:

$ 1,882,192.66

Current Year Analysis
Quarter to Date -

3.88 %

Quarter to Date - Benchmark:

3.22 %

Year to Date -

8.91 %

Year to Date - Benchmark

7.78 %

Notes :
- Returns for account and related indicies are stated on a total return basis (including income) in Canadian Dollars
- Performance returns presented are gross of management fees
- $U.S. converted at $1.00 = CAN 1.067 on June 30, 2014
- Inception Date: November 02, 2011
- Current Benchmark: S&P/TSX Index 40%; S&P 500 Index (CDN) 30%; Short-Term Bond Index 25%; T-Bills 5%.
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Portfolio Valuation & Activity Since Initial Investment Of November 02, 2011
CANADIAN
AMOUNT
$ 757,021.42
$ 573,770.10
$ 551,401.14
$ 1,882,192.66

Initial Investment
Change In Net Capital:
Capital Appreciation and Income:
Current Portfolio Valuation:

Calendar Year Performance Analysis

Benchmark:

Year
2014

Year
2013

Year
2012

8.91 %

24.82 %

10.12 %

N/A

N/A

16.89 %

7.78 %

17.56 %

7.52 %

N/A

N/A

12.77 %

Notes :
- Returns for account and related indicies are stated in Canadian Dollars
- Performance returns presented are gross of management fees
- $U.S. converted at $1.00 = CAN 1.067 on June 30, 2014
- Since inception returns are stated on an average annual compound basis
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Year
2011

Year
2010

Since
Inception

Economic and Market Outlook
The second quarter was another successful period for Goodreid clients as the Canadian, U.S. and Fixed Income components of
portfolios all advanced, in addition to outperforming their respective benchmarks. Goodreid’s balanced mandates are in their tenth
consecutive year of outperformance against their benchmark, that benchmark being the average performance of group of
approximately 750 balanced portfolios managed by a wide range of Canadian institutions, from banks and insurance companies to
private Portfolio Managers.
The progression of North American economies is unfolding as we expected with the exception of the timing, which has been
somewhat slower than we thought it would be. Interest rates have remained lower for longer, but as economic strength develops they
will rise to more historically normal levels, in keeping with their stage within the economic cycle. This reality has finally been
digested by financial markets and the paradoxical view that a strong economy is bad for equity prices is, thankfully, fading away.

Chart 1 illustrates the optimism of business owners, who are
responsible for many inputs to a successful economy, including
hiring decisions and deployment of capital. The events of 2008/09
left many investors shaken and it has long been our contention that
this nervousness extended to the Boardrooms of North American
companies. As the economy delivers better news, business owners
will take actions that further support the economy, a “spiraling up”
that occurs in positive environments. Chart 2 further reinforces the

Chart 1

Chart 2

argument that the economy is improving. Rail shipments are a
terrific gauge of economic activity as they are a reflection of a
wide swath of the economy, from retail to industrials to energy.
Coal shipments continue to be depressed but intermodal, chemical
and automobile shipments are up strongly. We will be watching
this indicator closely in coming quarters.
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While all of this evidence is constructive we must be
Chart 3
realistic in our assessment of North American
economies. Coming off an economic shock 6 years
ago and having to nurse a very fragile economy back
to health, the current environment shows lingering
signs of the illness. Employment, although improving,
continues to be sluggish and we have just recently
made back the total number of private sector jobs lost
during the financial crisis. Housing starts are still
below trend and the average individual is struggling
with debt. As a result, economic growth is, at best, in
first or second gear. Central banks continue to be
involved but are cautiously trying to extricate
themselves from the daily management of the
economy. While their efforts should be applauded,
history tells us that they often get their timing wrong,
resulting in inflationary pressures. Chart 3 illustrates
U.S. inflationary trends and breaks out the notorious
energy component. Gasoline prices over the past thirty five years have risen at twice the rate of core inflation. Food inflat ion has also
been rampant and while governments often exclude these components from their definition of inflationary influences on the economy,
there seems to be a permanency to the direction and rate of food and energy prices that must be considered when evaluating the
financial health of consumers.
In the end, as with all economic cycles, we have to deal with both the positive and negative consequences of natural changes. At
Goodreid we are keeping a keen eye on inflationary issues and as they become more of an influence we will flavor our portfolios with
a greater percentage of “hard assets” (commodities and industrials) as opposed to securities that relate to the service side of the
economy. Also, as rates begin to rise, banks should benefit from a “normalized” yield curve (i.e. longer dated rates being sign ificantly
higher than short rates). This spread has been largely absent during the period of central bank intervention, denying financial
institutions a traditional source of income.
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A company recently purchased in Goodreid’s Canadian
portfolios will benefit from a stronger economy and a more INTACT FINANCIAL
normal interest rate environment. Intact Insurance is a national
property/casualty insurer with a strong balance sheet capable
of absorbing weaker competitors should the opportunity arise,
and a management group intent of wringing out excess costs.
Industry fundamentals are improving and management is
targeting an increase in its share from 17% currently, to 25%.
Goodreid believes that with its current trajectory, Intact could
earn close to $7 per share next year. When combined the
defensive characteristics of the industry and a healthy 2.7% dividend yield, this company represents a solid holding.
Given impending major product introductions, a very investor-friendly capital allocation program and a palpable change in investor
sentiment, it seems an appropriate time to re-visit Goodreid’s investment in Apple Inc. For clients who were with Goodreid in 2005
and had a U.S. Large Cap component within their portfolio,
your original investment has grown tenfold, a very satisfying
APPLE INC.
result. This Fall will likely see the introduction of the iWatch,
which we believe will usher in a new secular chapter of
sensory related devices. In addition the long-awaited iPhone
6, which will feature a larger screen and better battery life,
will be introduced in September. This iPhone refresh will
have enhanced financial implications because of Apple’s push
into China and we expect earnings progression to be solid. At
$93 per share, Apple trades at just 11 times earnings, net of the $22 per share it holds in cash. The company pays out a 2%+ dividend
and has an aggressive share repurchase program that is reducing Apple’s outstanding shares by 6% per year. This is a very effective
financial strategy given that Apple’s return on equity averages 30%.
The term “steady as she goes” comes to mind when thinking about today’s financial markets. But while asset classes are yielding
excellent results and performing admirably, we are actively reviewing each holding to ensure it continues to exhibit superior
characteristics. In addition, Goodreid actively re-balances individual holdings and asset classes to ensure that clients’ portfolios are
synchronized with their objectives as outlined in their Investment Policy Statement. Finally, as described above, Goodreid is alert to
changes in “the big picture”, which may lead to changes that align portfolios with current economic and market conditions. We
appreciate the trust you have placed in us and will continue to work toward superior results.
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Asset Allocation

Cash Canadian
2.4%
Equities Canadian
35.5%
Equities U.S.
29.6%
FIXED INCOME
24.2%
Canadian
Gold U.S.
1.8%
Mutual Funds
3.4%
Canadian
Mutual Funds U.S.
0.7%
Preferred Canadian
2.4%
Total:
100.0%
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Sign in / sign up to
access the full report
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