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“An investment in knowledge pays the best interest.

“

- Benjamin Franklin
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A MESSAGE FROM THE STRATEGISTS
Dear Investors,
We are very pleased to present to you our 2021 Annual Report.
2021 was a year characterized by scientific progress. The approval of COVID-19 vaccines and the subsequent
inoculation campaigns that took place around the world led to the reopening of businesses and borders, with
ensuing economic growth and optimism leading markets to new record-highs. In our small corner of the world, the
MMF program benefitted from a return to in-person learning a full year and a half after the start of the pandemic.
Unfortunately, we are not yet out of the woods. Variants, renewed lockdowns, inflation, and geopolitical tensions
are key risk factors still facing the world and financial markets in 2022. In the next sections of this report, we
provide additional details on our macro and sector outlooks, our views on Sustainability, and details of our recent
acquisitions and fund performance.
These past couple of years have been unique and fascinating from an investment point of view. We navigated the
early part of the pandemic exceptionally well, with the Alpha Squared and SRI Funds outperforming their
benchmarks by 4.1% and 15.2%, respectively, in 2020. The two Funds also produced strong absolute gains in
2021, up 16.3% and 15.5%, but we still lagged our benchmarks by 9.5% and 11.7%. We took this opportunity to
reflect on our investment approach to see what worked, what lessons could be learned and where improvements
could be made.
Going forward, our focus will remain on combining rigorous bottom-up fundamental analysis, ESG considerations
and quant screens to identify undervalued companies. But we are making refinements to our investment decision
process. When one team pitches a Buy recommendation, another team will be assigned to pitch a Short for that
same stock. This should help us further improve our analysis and identify risk factors that may have been
overlooked, ultimately leading to a higher probability of alpha generation.
We would like to take this opportunity to thank our Custodian and Program Partner at CIBC Mellon. Their
exceptional and generous behind-the-scenes support is what allows DCM to be the only registered student-run
investment management firm in the world. Without CIBC Mellon, none of this would be feasible.
On behalf of the current MMF cohort and program alumni, we would like to thank you, our investors, for your
continuous support over the years. The experience, skills and knowledge gained from our time at DCM could not
have been achieved at any other academic institution, and none of this would be possible if not for your continued
trust in our firm. A special final thanks to Aaron Stern (BCom ‘06), Managing Partner and Chief Investment Officer
of Converium Capital as well as Sharon Stern (BA ‘07), President of Metro Investments and President of Eastmore
Management, for their recent investment in the Alpha Squared Fund. Your support means everything to us.
We hope you will enjoy reading this Annual Report.
Best,

Michel Marceau
Strategist, Alpha Squared Fund

Gabriel Mornat
Strategist, SRI Fund
Desautels Capital Management
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E x e c u t i v e Te a m
Morty Yalovsky | President
Professor Morty Yalovsky is the President of Desautels Capital Management. He
joined the faculty in 1974, and in addition to his academic responsibilities, he has
assumed several senior administrative roles, including Vice-Principal
(Administration and Finance) at the University level. Professor Yalovsky’s research
interests include Statistical Methodology, Forecasting Methods, and Modeling. He
has also consulted in the areas of Applied Statistics and Information Technology
for several leading Canadian corporations.

Vadim di Pietro | Co-Chief Investment Officer
Professor di Pietro is Co-Chief Investment Officer, Chief Compliance Officer, and
registered Advising Representative for Desautels Capital Management. He joined
the Faculty of Management in 2009. Prior to Desautels, Vadim was an investment
strategist at J.P. Morgan in London from 2007 to 2009. He holds a B.Eng. From
McGill University, a Master’s in Mathematical Finance from the University of
Toronto, and a PhD in Finance from the Kellogg School of Management. Vadim is
also a CFA charterholder.

Jiro Kondo | Co-Chief Investment Officer
Professor Kondo joined the Finance group at the Desautels Faculty of
Management in 2012 after having served on the faculty at Northwestern
University’s Kellogg School of Management. Prior to becoming an academic, he
was a proprietary trader at Goldman Sachs. He holds an undergraduate degree in
Economics from Princeton University and a PhD in Financial Economics from MIT’s
Sloan School of Management.

Jan Ericsson | MMF Program Director
Professor Ericsson joined the Desautels Faculty of Management in 1999 with a
PhD from the Stockholm School of Economics. Professor Ericsson’s current
research focuses on risk premia in corporate bond and credit derivative markets,
and has been published in, among others, the Journal of Business and the Journal
of Finance. He is a frequent guest speaker at industry conferences and has carried
out consulting projects for a Nordic real estate investment firm, the Swedish
National Debt Office, as well as for a hedge fund startup in Scandinavia.
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Board of Directors
Eamonn McConnell | Portfolio Manager
Kensington Capital
Mr. McConnell is a member of the Kensington Investment Committee and is the
Kensington advising representative. Mr. McConnell is also an equity partner of
Gryphus Capital, a Private Equity firm he co-founded in 2002 based in Singapore
and was the Deputy Chairman of the Alternative Investment Management
Association (AIMA) Canada from 2008 to 2013.

Richard Pan | VP and Head of Corporate Finance
Power Corporation
Mr. Pan is currently Vice-President and Head of Corporate Finance and is
responsible for strategic and corporate planning at Power Corporation and at
Power Financial. Before joining Power Corporation in 2008, Mr. Pan was an
Executive Director in Investment Banking with Goldman Sachs International based
in London, England.
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2021 Class Profile
Students
Women

Average Age

Average GPA

Average GMAT

Previous Education

58

33%
23
3.69
667
9 FIELDS
5 Business & Commerce
14 Economics
6 Engineering
25 Finance

Languages

21
Arabic
Cantonese
English
Farsi
French
German
Greek

Average Work Experience

Gujarati
Hebrew
Hindi
Italian
Japanese
Korean
Mandarin

Mongolian
Punjabi
Russian
Spanish
Taiwanese
Urdu
Vietnamese

14 STUDENTS
With 1 to 4 Years of Full-Time
Work Experience
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MMF Executives

Gabriel Mornat
SRI Strategist

Michel Marceau
A2 Strategist

Kiira Liebel
Chief Operating Officer

Tishya Garg
Chief Operating Officer

Aafsheen Rizvi
Chief Economist

Abdur Rehman Arshad
Head of Quantitative Strategy

Riccardo Cogo
Co-Head of Risk Management

Matthew Ostermann
Co-Head of Risk Management
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MMF Executives

James Yeh
Chief Sustainability Officer

Bhavik Mendiratta
Head of Marketing

Ngoc Nguyen
Head of Alumni Relations
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MMF STRATEGISTS

Michel Marceau | Alpha Squared Strategist
Michel was born and raised in the Ottawa-Gatineau region of Canada.
Prior to joining the MMF program, he pursued a Bilingual Bachelor of
Business Administration degree at HEC Montréal with a concentration in
Applied Economics. Michel developed a passion for finance after
interning in both asset management and retail banking. He is currently
covering the energy sector at DCM where his knowledge of economics
and passion for politics intersect.
Professional Experience

• Summer Investment Banking Analyst
TD Securities (Incoming 2022)
• Client Advisor
RBC (2020-2021)
• Junior Analyst, Infrastructure
Fengate Asset Management (Winter 2019)
• Supervisor
SJCC of Ottawa (2015-2020)

Gabriel Mornat | SRI Strategist
Gabriel was born and raised in Nantes, France. Prior to McGill, he
pursued a Bachelor of Business Administration majoring in Finance. He
also had working experience in a client senior advisory role at
Desjardins, where he had the opportunity to offer ESG investments to
his clients. At DCM, Gabriel is the Strategist for the SRI Fund and covers
the Real Estate sector. Outside school, he is a combat sports enthusiast
(especially MMA and boxing) and hosts a weekly finance podcast on
Spotify/YouTube/Apple Podcasts called "L'État Financier". He recently
cleared the CFA Level II Examination.

Professional Experience
• Summer Global Strategy Analyst
CDPQ (Incoming 2022)
• Senior Financial Advisor
Desjardins (2019-2021)
• Junior Financial Advisor
Desjardins (2018-2019)
• Bank Teller
Desjardins (2017-2018)
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Consumer Discretionary
Equity Analysts
Daniel MacLean
Daniel was born and raised in Cape Breton, Nova Scotia. Prior to McGill,
he attended Saint Francis Xavier University, where he completed a
Bachelor of Business Administration with First Class Honours in Finance
and a minor in Political Science. His penchant for capital markets began
in reading about Warren Buffett in high school and was strengthened
through his work at his alma mater’s student-run investment fund.
Building upon his interest in using various fundamental analyses to
identify undervalued companies, he is an Equity Analyst at Desautels
Capital Management covering the consumer discretionary sector within
the Socially Responsible Investing (SRI) fund. Daniel is also part of the
economics team at DCM and is a CFA Level II candidate.
Professional Experience
• Research Associate
Gerald Schwartz School of Business (Summer 2019)
• Summer Intern
TD Wealth Management Services (Summer 2018)

Bhavik Mendiratta | Head of Marketing
Bhavik was born and raised in New Delhi, India. Before attending McGill,
he obtained a Bachelor of Management Studies with a specialization in
Marketing. His summer at The London School of Economics sparked his
interest in Finance and made him realize how important it is for a
business to be successful. He then worked as a Treasury Intern at
American Express, as an Investment Analyst at a Venture Building firm
based in India and as a Junior Analyst at McKinsey & Company’s
Panorama Financial Institutions and Insights Consulting to back his
interest with knowledge and skills. He is very fun-loving and is
passionate about music & enjoys playing the guitar. He covers the
consumer discretionary sector at DCM.

Professional Experience
• Junior Analyst
McKinsey & Company, Gurugram, India (Spring 2021)
• Investment Analyst
Favcy Venture Builders, Gurgaon, India (H2 2020)
• Treasury Intern
American Express (Summer 2019)
• Operations Intern
Supersoft Consultants (Spring 2019)
Desautels Capital Management
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Equity Analysts
Daniel Vasquez
Daniel was born in Vina del Mar, Chile and moved to Toronto, Ontario at
the age of 5. He completed his undergraduate degree in commerce,
specializing in Finance at Queen’s University with Honours. During his
time at Queen’s, he was a Director of the Queen’s Finance Association
as well as Queen’s Commerce Leadership Summit. He completed a
work placement in one of Scotia Capital’s largest wealth management
offices in Toronto covering both domestic and international ultra-wealthy
clients. Upon completing his undergraduate degree in Spring of 2021, he
decided to pursue graduate studies to continue to expand his expertise
in the financial markets.
Professional Experience
• International Wealth Management Analyst
Scotiabank, Toronto (Summer 2019)

Félix Aubé
Félix was born and raised in Montreal, Quebec. Prior to joining McGill's
MMF program, he studied at HEC Montreal, where he earned a
Bachelor's in Business Administration with Honors, majoring in Finance.
He developed his passion for Finance by participating and organizing
Finance and Accounting academic competitions. He is currently covering
the Consumer Discretionary sector for the SRI fund. He has found an
interest in understanding how consumer behavioural trends can impact
future discretionary consumption. He recently passed the CFA level I
examination.
Professional Experience
• Operations Support Agent
Desjardins, Montreal (2020-2021)
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Petro Giannarakis
Petro was born and raised in Montreal, Canada. He graduated from
Concordia University where he obtained a Bachelor of Commerce in
Finance. He has completed internships in private equity and M&A. He
developed a passion for investment management from listening to
investors like Warren Buffet, Jack Boggle and Peter Lynch, as well as
from his favourite book, Rich Dad Poor Dad. Petro is an avid football fan,
mixed martial arts enthusiast, and loves watching TV and Youtube.
Professional Experience

• M&A Intern
Valsoft Corporation (Aug 2020 - Jan 2021)
• Private Equity Analyst – Intern
BDG & Partners (Jan 2020 - Apr 2020)

Siyan Zhu
Siyan was born and raised in Harbin, China. Prior to attending McGill,
she obtained a Bachelor of Arts in Business Management and
Economics, graduating with distinction and the highest honours in the
program. She discovered her passion for finance from her various
professional experiences in the financial industry. Her interests include
corporate finance, investment banking, operating, and risk management.
Professional Experience
• Market & Financial Analyst
Xue Wei Investments (Sep 2020 - Oct 2020)
• Financial & Capital Market Analyst
Longxinda Investment Consulting (Sep 2019)
• Auditing & Investment Analyst
Zhongchuang Investment Mgmt (Dec 2018-Jan 2019)
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Ashlesha Mardhekar
Ashlesha was born and raised in Mumbai, India. Before joining McGill,
she has completed a Bachelor’s in Commerce, specializing in Banking
and Insurance and later a Master’s in Economics. She brings diverse
cross-functional experience across tax and business consulting. Her
interest in learning more about risk modeling and fundamental analysis
brings her to McGill. At DCM, she serves as a Risk Analyst as well as an
Equity Analyst in the consumer discretionary sector. During her time off,
she enjoys painting and traveling.
Professional Experience
• Business Consulting analyst
Ernst & Young (2019-2021)
• Business Tax Advisory analyst
Ernst & Young (2017-2018)
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Equity Analysts
Guillaume Beaulac
Guillaume was born and raised in Montreal. Prior to attending McGill, he
graduated with honours from HEC Montreal with a Bachelor of Business
Administration in Finance. At an early age, he discovered his passion for
capital markets after watching a video of Warren Buffett. Since then, he
has read every book he could find about him. He is looking to deepen
his knowledge of finance and economics by covering the Consumer
Staples sector and by joining the Economics team at DCM. He recently
passed the CFA level 1 examination.
Professional Experience
• Co-Founder
EcoTao, Montreal (2019 - 2021)
• Asset Management Intern
Normandin Beaudry, Montreal (Summer 2020)

Ian Chung
Ian was born and raised in Montreal, Canada, where he earned a BCom
at McGill, discovering in the process his passion for finance and data
analytics. He always looks to deepen and develop his knowledge of all
things finance and beyond, as unending curiosity is of the utmost
importance to him. He seeks to gain deep knowledge and practical
experience in the financial field by covering the consumer staples
industry at DCM. In his free time, he relishes time spent meeting new
people, or with friends and family, perhaps enjoying a tabletop game or
movie.

Professional Experience
• Summer Intern
Claret Asset Management, Montreal (Summer 2019)
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Marc Akoury
Marc was born and raised in Beirut, Lebanon. He graduated with
distinction from Concordia University where he obtained his Bachelor of
Commerce in Finance with a minor in Data Intelligence. He developed
his passion for finance during his undergraduate years as a Bloomberg
Specialist at his university's investment lab. He spent his 2nd and 3rd
academic years gaining extensive internship experience at
telecommunications and technology companies. He also worked in a
managerial role for two years at an F&B start-up in London, UK. His
desire to broaden his knowledge in finance and pivot into the field led
him to pursue the MMF program at McGill. At DCM, Marc leverages his
food & beverage industry experience in covering the consumer staples
sector.
Professional Experience
• Head of Operations & Commercial
The Foraging Fox, London (2019, 2020)
• Analytics & Insights Intern
Veon, London (Summer 2018)
• Market Analyst Intern
ZTE Corporation, Montréal (Summer 2017)

Shuyi Yang
Shuyi was born in China and came to Montreal when she was 14 years
old. She graduated with distinction in her undergrad, earning a Bachelor
of Commerce degree with a major in Finance and concentration in
Business Analytics at McGill. It was during her time at McGill that she
discovered her passion to pursue a career in portfolio management. After
completing an internship at CSC in asset management, she decided to
deepen her analytical skills by joining the MMF program, where she
works as an Equity Analyst covering the Consumer Staples sector. She
is currently a CFA Level II candidate.
Professional Experience
• Asset Management Intern
China Securities Co., Ltd., Xi’an (Summer 2019)
• Financial Advisor Associate
Sun Life Financial, Montreal (Spring 2019)
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Tishya Garg | Chief Operating Officer
Tishya was born and raised in India. Prior to joining the MMF program,
she graduated with a Bachelors in Technology degree in Electrical and
Electronics Engineering from VIT University. In her professional career,
she worked with Whirlpool India as an engineer in the Manufacturing
department. She discovered her interest in finance while identifying and
implementing improvement projects, which ultimately led her to the MMF
program. She wants to use her analytical skills to contribute to the
finance field.

Professional Experience
• Senior Engineer, Manufacturing
Whirlpool of India Limited (2018-2019)
• Graduate Engineering Trainee, Young Leaders Program
Whirlpool of India Limited (2017-2018)

Aanisha Belur
Aanisha was born in Pune and raised in over 10 cities across India. Prior
to McGill, she completed her Bachelor's in Management Studies with a
specialization in Finance from the University of Delhi. Her strong interest
in the field led her to explore roles in business strategy and transactions,
giving her exposure to financial analysis and deal execution. She is keen
to further develop her knowledge on capital markets and private
investments as she begins her career in investing. She is currently an
Equity Analyst at DCM, covering the communications sector, and is a
CFA Level II candidate.
Professional Experience
• Senior Analyst
Private Equity at Bain & Company, New Delhi, India
(Jan 2021 - Jun 2021)

• Analyst, Strategy and Transactions
Ernst & Young, New Delhi, India (Jun 2019 - Dec 2020)
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Qiyang Liu
Qiyang was born and raised in Tianjin, China. He graduated from McGill
where he obtained a Bachelor of Commerce degree in Finance with a
concentration in Business Analytics. He was on the Dean’s Honour List.
After reading books about great investors such as Peter Lynch and
Warren Buffett, he became fascinated by the capital market and has
been actively investing in Chinese and North American markets. He is
currently covering the communications services sector at DCM.

Professional Experience
• Brokerage Summer Intern
Bohai Securities, Tianjin (Summer 2019)

Sedinam Hugh-Tamakloe
Sedinam was born and raised in Accra, Ghana, where she obtained a
Bachelor of Science in Administration degree from the University of
Ghana. She developed a passion for finance while majoring in Banking
& Finance in the 3rd and 4th years of her undergrad. Her desire to
broaden her knowledge and gain expertise in finance lead her to pursue
a Master of Management in Finance degree at McGill University. She
believes that personal growth and development are very important and
she has a desire to make the most out of the opportunities that she has
been granted.
Professional Experience
• Consultant
Office of the Receiver, Ghana (2019 - 2021)

• National Service Personnel
Ghana Airports Company Limited, Ghana (2017-2018)
• Intern, Capital Projects and Infrastructure
• PricewaterhouseCoopers, Ghana (Jun 2016 -Jul 2016)
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Ngoc Nguyen | Head of Alumni Relations
Ngoc grew up in Ho Chi Minh, a major city in Vietnam. Prior to joining
the MMF program, she obtained a Bachelor's degree in Economics and
Business Administration in Finland and went on exchange to South
Korea. Through her international study, she developed an open-minded
mindset and an interest in investment management. She has been
ardent about consumer-focused sectors and how technology innovations
can impact the performance of firms in these sectors. She is also keen
on connecting people and is currently the head of alumni relations.
Professional Experience
• Investment Analyst
eWTP Capital, Ho Chi Minh (2019-2021)

Desautels Capital Management
MMF Annual Report 2021

21

Strategist Message

Program Leadership

Our Team

Strategist Review

Alpha Squared Fund

SRI Fund

Macroeconomics

Risk Management

Energy
Equity Analysts
Michel Marceau | Alpha Squared Strategist
Michel was born and raised in the Ottawa-Gatineau region of Canada.
Prior to joining the MMF program, he pursued a Bilingual Bachelor of
Business Administration degree at HEC Montréal with a concentration in
Applied Economics. Michel developed a passion for finance after
interning in both asset management and retail banking. He is currently
covering the energy sector at DCM where his knowledge of economics
and passion for politics intersect.
Professional Experience

• Summer Investment Banking Analyst
TD Securities (Incoming 2022)
• Client Advisor
RBC (2020-2021)
• Junior Analyst, Infrastructure
Fengate Asset Management (Winter 2019)
• Supervisor
SJCC of Ottawa (2015-2020)

Jiachi Chen
Jiachi was born and raised in Shenzhen, China. He received his
undergraduate degree in Chemical Engineering from McGill University.
While focusing on refining his engineering practices, he was always
interested in fields of economics and finance and was curious to
discover the synergies this interdisciplinary study could bring. His
exposure to the energy landscape throughout his undergraduate studies
led him to join the Energy team at DCM. With a passion in discovering
the valuable investment decision that leads to the bettering of the
environment, he is also looking to continue to develop his knowledge in
renewable technology and integrate it quantitatively in the context of
finance.
Professional Experience
• Production Intern
Wuxi Biologics, Shanghai (Summer 2019)
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Jean-Christophe Azzopardi
Jean-Christophe is a first-year MBA candidate covering the Energy
sector for DCM. Prior to the start of his MBA program, he worked as a
Field Engineer for Schlumberger in Rock Springs, WY. In this role, he
led the on-site execution of hydraulic fracturing projects in the western
United States, predominantly in the Green River and Powder River
basins. He is passionate about researching investment opportunities
relating to large engineering projects and the future of the energy
landscape. Jean-Christophe holds a bachelor’s degree in Civil
Engineering from McGill University.

Professional Experience
• Investment Analyst Intern
Axium Infrastructure, Montréal (Summer 2021)
• Field Engineer
Schlumberger, Rock Springs, Wyoming (2018-2020)

Ruiqi Pan
Ruiqi was born and raised in Beijing, China. Before coming to McGill,
she obtained a Bachelor of Science degree with a major in Chemistry at
Zhejiang University. She discovered her passion for capital markets after
several internships. Specifically, she has grown passionate about how
ESG factors can influence firms' performance in the market.
Professional Experience
• Investment Banking Intern
Tianfeng Securities (2020-2021)

• Admin Intern
State Administration for Market Regulation (Winter 2019)
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Bilal Sandeela
Bilal moved often as kid, living in seven countries across four different
continents. He graduated with distinction from the University of Toronto
where he earned his bachelor's degree in Economics, Politics, and
History. Additionally, he has extensive experience in public speaking at
the national and international levels as a debater and Model UNer.
These experiences grew his curiosity of cultures and, more recently, of
financial markets and their diversity. At DCM, he is a member of the
energy sector and hopes to use the skills he develops to make the next
chapter of his life story about the value he adds to the world.

Professional Experience
• Intern (Legal Data Analysis)
Lenczner Slaght, Toronto (2019 - 2020)
• Treasury Intern (Fixed Income Securities)
Faysalbank Karachi (2015 - 2016)

Zijun Gao
Zijun was born and raised in Jinan, China. Prior to joining the MMF
program, she studied at Shandong University for 2 years and transferred
to McGill for the rest of her studies, where she earned a Bachelor’s
degree with a major in Economics and a minor in statistics. Her curiosity
about the financial world and the desire to practically use the financial
knowledge obtained during the MMF granted her an opportunity at MSCI
Inc. During the master study, she took one year off and interned at MSCI
being as an Index and ESG sales support for 9 months, covering
business in the mainland China region. Zijun is passionate about
positions that involve both client-facing roles and investment insight.

Professional Experience
• Index and ESG sales support
MSCI Inc. (2020 -2021)
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Abdur Rehman Arshad | Head of Quantitative
Strategy
Abdur was born and raised in Lahore, Pakistan. He completed his
undergraduate in Mathematics and Economics at New York University
Abu Dhabi. He discovered his passion for finance during his applied
mathematics courses where he found the financial applications of
mathematical concepts to be the most relevant and interesting. The drive
to apply his quantitative skills in order to better understand and predict
financial markets brought him to McGill where he serves as DCM’s Head
of Quant and an Equity Analyst for the financials sector.

Professional Experience
• Head of Finance
Replaste, Lahore (2020-present)
• Summer Analyst – Structured Investments & Advisory
NBK Capital, Dubai (Summer 2019)

Aadil Mukhi
Aadil was born and raised in Mumbai, India, and earned his Bachelor's
in Engineering at Thadomal Shahani Engineering College in Mumbai.
During the course of his undergraduate program, he discovered his love
for the field of finance. He has been investing in stocks for the past six
years and has sharpened his research skills while working as an Equity
Analyst at Blue Lotus Capital Advisors, also located in India. He is
extremely passionate about value investing and personal finance. He
believes in growth through hard work and consistent efforts. He is
currently covering the financials sector as an Equity Analyst at DCM.

Professional Experience
• Equity Analyst
Blue Lotus Capital Advisors LLP, Bombay, India
(2020-2021)
• Stock Broking Intern
Angel Broking Ltd. Bombay, India (Summer 2017)
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Equity Analysts
Angus Porter
Angus was born and raised in Collingwood, Canada. Prior to McGill, he
completed his B.A.H. in Economics from Queen’s University in Kingston.
He then earned a L.L.M, the European Master in Law & Economics,
where he studied at Hamburg University, Ghent University and Pompeu
Fabra University. There, he was introduced to ESG during his thesis
research. He has since grown increasingly passionate about ESG
investing, and joined the MMF in order to deepen his foundational
financial knowledge. He is excited to further explore how sustainability
and quantitative factors contribute to investment decisions as he begins
his career in equity research at DCM in the financials sector.
Professional Experience
• Business Solutions, Wealth Management
Scotiabank, Toronto (Summer 2021)
• Project Management
Dunn Capital Corporation, Collingwood (Summer 2019)

Joseph Allam
Joseph was born and raised in Lebanon. Prior to McGill, he earned his
Bachelor of Business Administration with a concentration in Finance and
a minor in History from the American University of Beirut.
He discovered his passion towards the capital market while working as
an equity research analyst during the course of his BBA, and has since
had many experiences to deepen his practical knowledge, ranging from
private banking intern at Arab Bank Switzerland to investment and
reporting analyst at Allianz. He is currently a CFA Level II candidate.

Professional Experience
• Investment and Reporting Analyst
Allianz (2020-2021)
• Global Trade and Markets Intern
Lebanon Gulf Bank (Fall 2019)
• Investment Advisory Intern
Arab Bank Switzerland (Summer 2018)
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Pierre Plassard
Pierre was born and raised in Paris, France. He obtained a Bachelor of
Business Administration degree from Instituto de Empresa University in
Madrid, Spain. He has completed an internship at CPR AM. His desire to
broaden his knowledge led him to pursue the MMF program at McGill.
He is currently covering the financial sector at DCM.
Professional Experience
• Investment Specialist Intern
• CPR Asset Management, Paris (2020)
• Broker Assistant Fixed Income
GFI Group, Madrid (Summer 2016 & Summer 2017)

Simone Polito
Simone was born and raised in Rome, Italy. He pursued his passion for
finance by earning a Bachelor in Economics and Business, with a major
in Finance, at LUISS Guido Carli. After having been admitted to the
MMF program for the 2021 class, he decided to defer to the next
academic year due to COVID-19. In between his undergraduate studies
and his masters, he completed an internship at UBS in the Wealth
Management department, and then accepted an offer, and worked, as
analyst at Moody’s, looking to deepen his knowledge of the credit market
before joining the MMF program. Now at McGill, he strives to further
develop his quantitative skills and apply them to the investment process.
He loves each and every outdoor activity, be it skiing, hiking, biking or
climbing. “As long as it is under the blue sky I will love it”.

Professional Experience
• Associate Analyst
Moody’s Corporation, Vilnius (Jan - Jun 2021)
• Wealth Management Intern
UBS, Milan (Jun - Dec 2020)
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Yvonne Wu
Yvonne was born and raised in Zhengzhou, China. Prior to attending
McGill, she obtained a Bachelor of Science in Economics with Honours
from the University of Victoria. In joining the MMF and working as an
Equity Analyst in the Financials sector at DCM, she hopes to broaden
her knowledge of financial markets and gain experience in dealing with
real-life financial problems.
Professional Experience
• Teaching assistant
University of Victoria, Victoria (Fall 2020, Winter 2021)
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Jiamin Zhou
Jiamin was born and raised in Shenzhen, China. Before attending
McGill, she received her bachelor’s degree in Finance at Rutgers
University. Based on her passion for investment analysis in the finance
industry, she decided to join the MMF program to further improve her
capability to conduct equity analysis and valuation. She is an analyst
covering the healthcare sector and recently cleared the CFA level ll
examination, with the desire to enrich her experience through equity
analysis.

Professional Experience
• Investment Management Intern
Huafu Securities, Shenzhen (2020-2021)
• Broker Assistant Intern
Guangshengtai Fund Mgmt, Shenzhen (summer 2018)

Rohan Racine
Rohan grew up in Northeastern Vermont, spending much of his free time
enjoying the outdoors. He graduated from Tufts University with a
Bachelor of Science in Chemistry and Economics, and later obtained a
Master of Science from McGill University. He has experience working in
the pharmaceutical industry, academic research, and managing a
healthcare services facility. As an Equity Analyst at DCM, he uses his
industry experience to provide valuable insights to the Healthcare team.

Professional Experience
• Finance and Strategy Consultant
Eagle Eye Farm Rehabilitation Center, Vermont
(2019-2021)
• Academic Researcher
Research Institute of the McGill University Health Center
(2017-2020)
• Analytical Chemist
Viatris (formerly Mylan), Vermont (2016-2017)
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Gretta Myriam Ndong Minko
Gretta was born in Gabon and raised between France and Gabon. In
2017, she came to Montreal to pursue a Bachelor’s degree in
Economics and Political Science at the University of Montreal. In 2020,
she graduated with distinction, while working at BMO Bank of Montreal.
Afterwards, she pursued a Master’s degree in Applied Economics at
HEC Montreal, and was seduced by some of her courses in the financial
department. Because of her interest in the quantitative field of finance,
she chose to be a member of DCM risk management team and to further
develop her technical skills. She enjoys reading books, dancing and
discovering new cultures through her travels.

Michael Zukin
Michael was born and raised in Israel, and moved to Toronto, Canada at
the age of 17. He attended York University where he obtained an
Honours Bachelor of Science degree in Kinesiology and Health Science.
He developed an interest in finance and began educating himself about
the intricacies of the field. His passion eventually pushed him to pursue
the MMF program at McGill. Michael has been able to utilize his unique
background knowledge while covering the healthcare sector at DCM.
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Qian Huang
Qian was born and raised in Huangshan, China. She obtained a Bachelor’s
Degree in Business Administration from the University of Prince Edward
Island. She discovered her passion for finance while pursuing her
undergraduate degree. Her desire to gain knowledge and expertise in
finance led her to join the MMF program. Qian has passed the CFA level I
exam and is currently covering the healthcare sector at DCM.

Professional Experience
• Summer Intern
China Development Bank, Beijing (Summer 2019)
• Winter Intern
Hua’An Securities Co., Anhui (Winter 2018)
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Kiira Liebel | Chief Operating Officer
Kiira Leibel was born and raised in Vancouver, BC. Throughout her
undergraduate degree at the University of the Fraser Valley, she
completed a BBA Hons with a double specialization in Finance and
Accounting. She attended the European School of Business in Germany
for an exchange semester, which allowed her to develop a global
economic perspective. Upon finishing her undergraduate degree, she
also spent some time living and working in Denmark. With a passion for
finance and investing, she decided to pursue the MMF program to
enhance her skills as an Equity Analyst and develop her expertise within
the Information Technology sector.
Professional Experience
• Financial Administrator
Government of British Columbia (2021)

James Yeh | Chief Sustainability Officer
James was born and raised in Taiwan. Before attending McGill, he has
received his Bachelor of Business Administration Degree from Tamkang
University and participated in the Globals Program offered by Temple
University in Philadelphia during his junior year. He has discovered a
huge passion and interest in equity analysis and private wealth
management in the early years of college. After receiving the
Sustainability Climate Risk Certificate given by the Global Association of
Risk Professionals, he has dedicated himself to the field of ESG
investment and currently leads the sustainability team at DCM. He is
currently an SCR certificate holder and CFA Level ll candidate.
Professional Experience

• Interpreter
Moulin-Orange Digital Branding Agency, Taipei, Taiwan
(2020-2021)
• Loan Department Agent
Zhejiang Tailong Commercial Bank, Zhejiang, China
(Summer 2019)

Desautels Capital Management
MMF Annual Report 2021

32

Strategist Message

Program Leadership

Our Team

Strategist Review

Alpha Squared Fund

SRI Fund

Macroeconomics

Risk Management

I n f o r m a t i o n Te c h n o l o g y
Equity Analysts
Sahar Asgari
Sahar was born and raised in Tehran, Iran. She obtained a Bachelor of
Accounting from the University of Allameh Tabatabaei. She discovered
her passion to become a financial analyst following her work on a
financial analysis project in the corporate finance section of her
undergraduate studies. Her accounting experience, alongside her strong
desire to broaden her knowledge and analytical skills, led her to the
MMF program. As an Equity Analyst at DCM, she covers the IT sector.

Professional Experience
• Accountant
Accounting firm LTD, Tehran, Iran (2017-2020)

Frédérique Cannon
Frédérique grew up in Montreal, where she completed her
undergraduate degree in civil law at the University of Montreal. While
earning her degree, she interned at Stikeman Elliott, a leading corporate
law firm, where she worked on public and private M&A deals, as well as
on various capital markets transactions. After passing the Quebec bar,
she decided to pursue an MMF to deepen her understanding of market
dynamics and compliment her legal studies.

Professional Experience
• Student-at-Law
Stikeman Elliott, Montréal (2018-2021)
• Summer Intern
Pandion Investments, Montréal (2017-2018)
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Brendan McGowan
Brendan was born and raised in Toronto, Ontario. Before McGill,
Brendan pursued a Dual Degree from Queen’s University in Kingston,
Ontario. Brendan graduated with First Class Honors for his Bachelor of
Applied Science in Mechanical Engineering and with Distinction for his
Bachelor of Arts in Economics. After developing a passion for finance,
the MMF program would provide the education and practical experience
to allow him to pursue a career in in this field. As an Equity Analyst,
Brendan has been able to apply his analytical skills and leverage his
personal interest in technology in order to evaluate investment
opportunities within the IT sector.

Professional Experience
• Consulting Intern
Hopewell Logistics, Brampton (Summer 2017)
• Rotational Intern
West Indies Oil Company, Antigua and Barbuda (
Summer 2015)

Hsinyu Chang
Hsinyu was raised in Chiayi, Taiwan, and had attended National
Chengchi University to pursue her Bachelor of Science in Accounting.
She had numerous leadership experiences for international commerce
competitions and has a solid knowledge of accounting which is
necessary for the finance industry. Her passion for finance stemmed
from approaching many finance-related transactions in the technology
company where she worked as an auditor. She wishes to broaden her
knowledge of Finance and excel in her graduate studies at McGill
University. Hsinyu is good at financial statement analysis, which is a vital
skill for an equity analyst. Identifying a company's current financial and
operational situation, as well as the investment possibilities, is one of her
strengths. Since she has previous experience and a great passion for
the technology industry, she works as an equity analyst of the
information technology sector at DCM.

Professional Experience
• Audit Intern
Deloitte, Taiwan (2019)
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Philippe Brisson
Philippe was born and raised in Quebec City, Canada. Prior to joining
the MMF program, Philippe pursued a Bachelor of Business
Administration at Laval University where he participated in several
academic competitions and was part of a student investment fund. His
interest in the ever-growing and innovative information technology sector
pushed him to cover this sector at DCM. Philippe has grown increasingly
passionate about corporate finance and loves the high-pressure
environment. He hopes to pursue a career in private equity, investment
banking or M&A consulting. He recently passed the CFA level I
examination.

Professional Experience

• Private Equity Intern
CDPQ, Montreal (Winter 2021)
• Valuation Analyst
Fortin Gaignard Groupe Conseil, Quebec
(Summer 2019 & Fall 2020)

Rayan El Bawab
Rayan was born and raised in Beirut, Lebanon. He moved to Montreal to
pursue his undergraduate degree in Mechanical Engineering at
Polytechnique Montreal. After several internships in his domain of study,
he began his career in management consulting at Deloitte Canada. With
multiple projects across the country, he found in finance the sweet-spot
between business strategy, quantitative skills, and client relationships.
After almost 3 years at Deloitte, he joined the MMF program to further
his education. He is part of the IT sector team as well as the Economics
team. In his free time, he practices endurance biking and lane
swimming, and recently passed the CFA Level 1 examination.

Professional Experience
• Consultant in Tech. Strategy and IT M&A
Deloitte, Montreal (2018-2021)
• Design & Verification Engineer Intern
Thales, Montreal (Summer 2017)
• Management Tools Developer Intern
CAE, Montreal (Summer 2015-16)
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Bruce Xiao
Bruce was born and raised in Shanghai, China. He obtained a Bachelor
of Commerce degree specializing in Finance and Economics from the
University of Toronto, Rotman School of Commerce. Bruce discovered
his passion for finance after having interned at one of the top three
investment banks in China as a Summer Analyst. He looks forward to
developing a screening filter for the Alpha Squared Equity Fund using
Excel and Bloomberg Terminal to boost enhanced risk-adjusted return.
He currently uses his industry knowledge in covering the IT sector.

Professional Experience
• Investment Banking Summer Analyst
China International Capital Corporation, Shanghai, China
(Summer 2019)
• Product Management Summer Analyst
CCB Supply Chain Finance, Beijing, China
(Summer 2018)

Avinoam Kaufman
Avi was born and raised in Thornhill, a suburb of Toronto. He spent his
youth working in the entertainment industry as a clown and a DJ, then
went on to study Mechanical Engineering at Ryerson. After graduating
into a recession in 2009 Avi went on a journey to Israel where he pivoted
and became a Rabbi. Since becoming a Rabbi he’s taken multiple roles
throughout North America. Recently Avi decided to pivot once again
back to a career that would be more demanding on his analytical skill; he
decided to do an MBA. Avi found a passion for finance and financial
markets and decided to apply and join DCM where he covers the IT
sector.
Professional Experience

• Director/Founder
Jewish Outreach for McGill/UCSB Students (2016-2020)
• Project Manager/Educator
Aish HaTorah (2014-2016)
• Logistic Engineer
Weston Bakeries (2009-2010)
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Augusto Baca
Augusto was born and raised in Lima, Peru. He earned his Bachelor’s
degree in Economics, with a minor in Business Economics, from
University of the Pacific. After working closely with various researchers
from the Economics and Finance department during his internship as a
consulting assistant at his university’s Research Center, and learning
about Sustainability and ESG investments from both Peruvian and
international experts after working as a Sustainability Analyst in Peru
2021, a network of private companies promoting sustainable
development systems and solutions, he chose to complement his
Economics backgrounds with a Master in Finance at McGill. He is part of
the Sustainability Special Team and covers the Materials sector at DCM.

Professional Experience
• Sustainability Analyst
Perú 2021 (Fall 2020)
• Consulting Intern
University of the Pacific Research Center (Fall 2018)
• Research Intern
University of the Pacific Research Center (Spring 2017)

Bilguun Nandinbilig
Bilguun is originally from Mongolia and moved to Canada in 2015 to
complete a Master of Engineering in Mining Engineering from the
University of British Columbia. Before attending McGill, he gained mining
engineering and consulting work experience in functions including tradeoff studies, capital budgeting, and financial modelling. He is interested in
investment banking and joined McGill's MMF program and DCM to
develop the technical skills needed to be successful. Presently, he uses
his industry insights in covering the materials sector for the firm.
Professional Experience
• Mineral Economist
Erdenes Oyu Tolgoi, Ulaanbaatar (Spring 2021)
• Data Analyst
Mongolian Consulting Services, Ulaanbaatar (2020-2021)
• Mining Consultant
AMC Consultants, Vancouver, BC (2018-2020)
• Planning Engineer
Oyu Tolgoi, South Gobi (2017-2018)
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Luke Plunkett
Luke was born and raised in Ottawa, Canada. Prior to coming to McGill,
he graduated with a Bachelor of Commerce from Carleton University.
Growing up, he always loved playing and watching sports, especially
baseball and golf. In his free time, Luke enjoys working out and
spending time with his family. He has a passion for learning, and plans
to broaden his knowledge in finance by obtaining the CFA charter.

Professional Experience
• Senior Equity Analyst
Sprott Student Investment Fund, Ottawa (2020 - 2021)
• Licensed Insurance Advisor
Desjardins General Insurance, Ottawa (2019 - 2020)

John Xu
John was born and raised in Ningbo, China. He earned his Bachelor of
Science in Software Engineering at East China Normal University in
Shanghai. He is interested in capital markets, and worked in functions
including foreign exchange, wealth advisory and fund management. Now
at McGill, he strives to further develop his quantitative skills and apply
them to the investment process.

Professional Experience
• Senior Investment Manager
CreditEase, Shanghai (2015-2020)
• Wealth Advisor
United Overseas Bank, Shanghai (2014-2015)
• Treasury Service
Citibank, Shanghai (2012-2014)
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Harsh Tulsiani
Harsh Tulsiani was born in India. Prior to Joining McGill, Harsh obtained
a Bachelor's degree in Mechanical Engineering from Pennsylvania State
University. In his professional career, Harsh worked at KPMG India as
an analyst in M&A Consulting in the Logistics and Transportation
Industry. During his time there he developed a keen passion for Finance
and thus decided to take on the MBA at McGill to pivot into a more
finance centric role.

Professional Experience
• Executive Consultant
KPMG India, Mumbai (Spring 2019)
• M&A Consulting Analyst
KPMG India, Mumbai (Summer 2017)
• Technical Sales Representative
Econocaribe Consolidators Inc., Miami, FL.
(Summer 2016)

Haiwen Luo
Haiwen was born and raised in Chengdu, China. Prior to joining McGill,
Haiwen obtained a Bachelor's degree in Geology from the University of
Calgary. Through investment practice and reading, the increasing
interest in finance drove Haiwen to join the MMF program. He has
worked in venture investment and equity research in Shanghai. Haiwen
has covered the Energy sector and is now in the Materials team at DCM.
During his time off, Haiwen likes reading, cooking and playing soccer.

Professional Experience
• Venture Investment Analyst - Sustainability team,
Plug and Play China (Jan 2021 - June 2021)
• Equity Research Analyst - Materials team
Huatai Securities (June 2021 - Oct 2021)

Desautels Capital Management
MMF Annual Report 2021

39

Strategist Message

Program Leadership

Our Team

Strategist Review

Alpha Squared Fund

SRI Fund

Macroeconomics

Risk Management

Real Estate
Equity Analysts
Gabriel Mornat | SRI Strategist
Gabriel was born and raised in Nantes, France. Prior to McGill, he
pursued a Bachelor of Business Administration majoring in Finance. He
has also had working experience in a client senior advisory role at
Desjardins, where he had the opportunity to offer ESG investments to
his clients. At DCM, Gabriel is the Strategist for the SRI Fund and covers
the Real Estate sector. Outside school, he is a combat sports enthusiast
(especially MMA and boxing) and hosts a weekly finance podcast on
Spotify/YouTube/Apple Podcasts called "L'État Financier". He recently
cleared the CFA Level II Examination.

Professional Experience
• Summer Global Strategy Analyst
CDPQ (Incoming 2022)
• Senior Financial Advisor
Desjardins (2019-2021)
• Junior Financial Advisor
Desjardins (2018-2019)
• Bank Teller
Desjardins (2017-2018)

Cheechee Qi
Cheechee was born and raised in Beijing, China and went to high school
in upstate New York. There, she earned her dual bachelor's degrees in
music and economics at Union College. Her experience as an income
tax volunteer and coursework in financial economics motivated her
decision to pursue a career in finance. Cheechee is a concert pianist in
her free time, working with professional composers and conductors on a
diverse repertoire. At DCM, she is an Equity Analyst for the real estate
team.

Professional Experience
• Economics Teacher
Jiutian International Education, Beijing, China
(Dec 2020 - June 2021)
• Intern
Bank of China Urban Development Asset Management
Co., Beijing, China (Oct 2020 - Nov 2020
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Riccardo Cogo | Co-Head of Risk Management
Riccardo was born and raised in Montreal, Canada. After having
completed his Bachelor of Commerce at McGill University, he spent two
years working in real estate development, which strengthened his
passion for alternative investments. In the MMF program, he is looking
forward to furthering his knowledge in finance in order to push the
boundaries of private market investing, while simultaneously exploring
the implications that debt markets have on capital flows. In his spare
time, he enjoys playing soccer and watching Formula 1. He is currently a
CFA Level 3 candidate.

Professional Experience
• Analyst, Real Estate Investments
Broccolini Real Estate Group (Jan 2019 - Jun 2021)
• Intern, Private Market Risk
PSP Investments (Jan 2018 - Aug 2018)

Matthew Ostermann | Co-Head of Risk
Management
Matthew was born in Toronto, Canada. He received his undergraduate
degree in Financial and Business Economics from York University, along
with two professional certificates, one in Investment Management and
the other in Financial Planning. His passion for finance stemmed from
personal trading, as well as helping friends, family, and colleagues
understand and improve their financial position. His interest in risk
management and derivative securities led him to pursue the MMF
program at McGill. His prior experience in managing his family's
investment properties makes him a perfect fit for the real estate sector at
DCM. Matthew has a strong quantitative background as well as
experience in programming. He is currently the co-head of risk
management at DCM.

Professional Experience
• Senior Analyst
York Trading Club (Sep 2020 - May 2021)
• Treasurer
Golden Key International Honour Society
(Aug 2020 - Aug 2021)
• Fundraising Director
Golden Key International Honour Society
(Aug 2020 - Aug 2021)
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Pierce Cullen
Pierce was born and raised in Montreal, Canada. He attended Queen's
University in Kingston Ontario, where he received an Honours Bachelor
of Arts degree in Applied Economics and a Certificate in Business from
the Smith School of Business. His passion for real estate led him to
pursue the MMF program at McGill. He is an avid skier and has spent
winters skiing competitively in the Laurentians. He has also spent
summers paddling in Algonquin Park. He aspires to pursue a career in
real estate capital markets.

Professional Experience
• Warehouse Associate
Hatley (2019)
• Crew Chief
Student Works Painting (2018)
• Counsellor
Camp Kandalore (2016 & 2017)

Raphaël Primard
Raphaël was raised in Paris, France. Prior to coming to McGill, he
studied at the Esme Sudria, a french engineering school, where he
graduated with a Master in Financial Engineering. The opportunity to
gain both practical and theoretical in-depth knowledge in finance led him
to pursue the MMF program. Raphaël became increasingly interested in
pursuing a career in finance because of the strategic and challenging
environment it provides. He is currently covering the real estate sector at
DCM.

Professional Experience
• Risk Manager Assistant Intern
Meeschaert, Paris (Off-cycle 2020)
• Summer Analyst Intern
Allianz, La Défense (Summer 2019)
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Salim Berrada
Salim was born and raised in Casablanca, Morocco. Growing up
dreaming of studying in Canada, he decided to fulfill it in obatining a
Bachelor of Business Administration with a major in Finance from UQAM
University. He discovered his passion for finance after an exchange
program in London, the world’s capital of finance, where he had the
chance to spend a day at one of the largest investment funds in the
world, CVC Capital Partners. This event turned his life upside-down, and
immediately he decided to pursue a career in finance. Having gained
experience at a Moroccan investment bank as an intern in the portfolio
management analysis team, a desire to deepen his knowledge in
investment banking led him to the MMF program. At DCM, he is part of
the Risk Management team, in addition to covering the Real Estate
sector, where he plans to work in the near future.

Professional Experience
• Intern, Portfolio Management Analysis Team
CFG Bank, Casablanca, Morocco (2020 - 2021)
• Project Manager
Public Outreach Canada, Montreal (2017 - 2018)

Zhongfeng Luo
Zhongfeng was born and raised in Beijing, China. She received a BCom
in Finance and Mathematics at McGill. Her bachelor studies led her to
develop a real passion for the financial world and, as a result, she
decided to pursue the MMF. She is passionate about leveraging her
knowledge of the Real Estate sector at DCM and further enriching her
practical equity research and valuation skills.

Professional Experience
• Corporate Intern
KBS Hana Financial Group, Beijing
(Aug 2019 - Sep 2019)
• Corporate Intern
MingGuang Accounting Firm, Beijing (Summer 2018)
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Paul Bernard
Paul grew up in Westchester, a suburb of New York City in the United
States. Prior to joining the MMF program, he obtained a Bachelor's
degree in Civil Engineering from McGill with a minor in Construction
Management. His interest in finance stems from the classes he took for
his minor and the teachings of Aswath Damodaran. Given his
engineering background, Paul is interested in infrastructure and is
currently covering the utilities and renewables sector for the SRI fund. In
his free time, Paul enjoys playing soccer, training jiu-jitsu and
photography.

Professional Experience
• Investment Banking Summer Analyst
Morgan Stanley, New York (Incoming Summer 2022)

• Civil Infrastructure Intern
Arup, New York (Summer 2020)
• Civil Infrastructure Intern
Arup, New York (Summer 2019)
• Ports & Marine Infrastructure Intern
Hatch, New York (Summer 2018)

Aafsheen Rizvi | Chief Economist
Aafsheen was born and raised in New Delhi, India. Prior to joining the
MMF program, he obtained a Master’s in Economics from the University
of Nottingham. He has worked for around three and a half years in the
renewable energy sector, focusing on Asian and North American
countries. His passion for finance and capital markets led him to McGill
to develop his expertise in finance and identify profitable investment
opportunities in the energy sector. Leveraging his background in
economics and renewable energy, he serves as the Chief Economist at
DCM in addition to covering the renewable energy sector.

Professional Experience
• Energy Markets Analyst
ICF, Delhi, India (Mar 2020 – Jun 2021)
• Senior Analyst - Economics & Finance
Genesis Ray Energy, Delhi, India (Dec 2017 – Feb 2020)
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Jacob Singal-Kohn
Jacob was born and raised in Montreal, Quebec where he spent his
childhood and adolescence playing competitive hockey. He then
pursued a Bachelor of Arts degree in History at McGill University where
he graduated with distinction. Although fascinated by history, he has
always had
a passion for finance because his grandfather instilled in
him the idea that a solid understanding of business is at the heart of
survival and success. With this in mind, he has come to believe that
commerce is the thread that connects people worldwide. He has grown
increasingly interested in the economic and environmental potential of
the Renewables Sector.

Professional Experience
• Assistant Manager
Belrive Construction

Minki Park
Minki was born and raised in Seoul, South Korea. He obtained a
Bachelor of Business Administration with a specialization in Finance
from Hongik University. He fell in love with the logical nature of finance
while taking a Corporate Finance course in his undergrad. He furthered
his pursuit in finance by taking courses in Financial Analysis,
Investments, Derivatives, Linear Algebra, Statistics and Calculus.
Working as a research assistant, he developed programming skills in
Python, R, and MATLAB and also developed an interest in green finance
which led him to cover the renewables sector at DCM. Minki is
passionate about integrating his knowledge, technical skills, and
interests and applying them in the real-world to create value.

Professional Experience
• Research Assistant
Hongik University, Seoul (2017 – 2021)
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Renewable Energy & Utilities
Equity Analysts
Charbel Choucair
Charbel was born and raised in Lebanon and came to Canada to pursue
his master's degree in 2021. He earned his Bachelor of Business
Administration from the American University of Beirut with a
concentration in Finance. Additionally, he is pursuing the CFA
designation and has cleared the Level II examination in December 2020.
He has worked in various roles in the financial sector, the most
prominent being at Julius Baer as a private banking summer analyst and
at Allianz as a full time MENA Planning Analyst. He is covering the
Renewables and Utilities sector at DCM.

Professional Experience
• Full-time MENA Planning & Controlling Analyst
Allianz (2020-2021)
• Corporate Credit Analyst
LGB Bank (Summer 2020)
• Private Banking Summer Analyst
Julius Baer (Summer 2019)
• Intern
Central Bank of Lebanon (Winter 2019)

Yehya Siddiqui, P.E.
Yehya was born in a little valley in the Himalayas - Kashmir. He received
his undergraduate degree in Civil Engineering from the University of
Nottingham, followed by a master's degree in Coastal Engineering from
the University of Florida. His passion for the world of finance stemmed
from personal trading, and the desire to broaden his finance
knowledge led him to pursue his MBA at McGill. His prior experience in
designing coastal structures to prevent cities from climate change
impacts led him to join the renewable energy equities team at DCM.
Yehya is passionate about identifying undervalued growing companies
making important contributions to reduce the impacts of climate change.

Professional Experience
• Investment Strategy and Risk Management
BCI, Victoria (Summer 2021)
• Project Manager
Taylor Engineering, West Palm Beach, FL. (2015-2021)
• Estimating Engineering
Manson Construction, Jacksonville, FL. (2013-2015)
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2021 MARKET RECAP
The roller-coaster of reopening and closures of businesses across the world as well as pressures on the global
supply chain had a significant impact on markets in 2021. Other notable events included the near-collapse
of Chinese Real Estate developer Evergrande and the emergence of the Omicron variant. The new variant’s
phenomenal proliferation stresses the importance of vaccination campaigns around the globe, as without it, the
threat of new variants remains.
In spite of these challenges, markets continued their dazzling ascension through most of 2021, with the S&P 500
and the TSX climbing 26.9% and 22.0%, respectively. Continued easy monetary policy coupled with unprecedented
fiscal spending reinforced the market’s belief that policymakers would throw everything they had toward achieving a
full and complete economic recovery. Increasing consumer confidence and pent-up demand was reflected in strong
economic growth throughout the developed world, in particular in the United States, where GDP grew 5.6% YoY.
This in turn was reflected in strong company earnings with 81% of S&P 500 companies reported earnings beats in
Q3 2021.
Figures 1 and 2 summarize the past 1, 5, and 10-year sector returns for the S&P 500 and TSX. After being down
37% and 31% in the US and Canada in 2020, Energy bounced back strongly in 2021, climbing 54.6% and 41.8% in
the two markets, respectively. The relaunch of the global economy, chronic underinvestment, increased mobility,
and cold weather led to 5-year record highs in the price of Oil and Natural Gas. In stark contrast, Renewable
Energy significantly underperformed in 2021, following its meteoric rise the previous year. While the long-term
growth outlook for Renewables remains very positive, sentiment around the space became less euphoric in 2021,
and the market was unable to maintain what became to be viewed as overly stretched valuations. Increases in
prices of raw materials and turbines also weighed down on performance.
The Real Estate sector was another big winner in 2021, and this after being the second worst performing sector the
year before. Real estate prices soared in 2020, fueled by the reopening economy, easy money, inflation fears, a
growing appetite from individuals for high-quality residential lodging and lower vacancy rates in retail stores, and
warehouses. Further sector details and outlooks are provided in the sector-specific sections that follow.

S&P/TSX
Energy
Real Estate
Financials
Communication Services
Consumer Staples
Information Technology
Consumer Discretionary
Industrials
Utilities
Materials
Health Care

2021

5Y

10Y

25%
49%
38%
37%
25%
22%
18%
18%
17%
12%
4%
-20%

61%
1%
75%
73%
54%
60%
366%
65%
100%
78%
53%
-38%

140%
14%
163%
250%
167%
338%
922%
305%
322%
134%
11%
-68%

S&P500
Energy
Real Estate
Information Technology
Financials
Materials
Health Care
Consumer Discretionary
Communication Services
Industrials
Consumer Staples
Utilities

2021

5Y

10Y

29%
54%
46%
35%
35%
27%
26%
24%
22%
21%
19%
18%

133%
-7%
100%
303%
86%
102%
125%
163%
72%
82%
74%
74%

362%
12%
195%
760%
352%
234%
389%
497%
199%
276%
217%
185%

Source: Bloomberg
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2021 MARKET RECAP
Underpinning the phenomenal rise of equity markets in 2021 has been the near miraculous development and
efficacy of the COVID-19 vaccines, which have allowed for the reopening of the world economy. As of December
31st, over nine billion doses had been administered worldwide. However, two factors continued to dampen their
success. First, vaccine hesitancy in the world persisted through 2021. Notwithstanding the unnecessary death toll
that results from vaccine hesitancy, governments have often been forced to reimpose lockdowns, hindering growth
and hurting businesses. Second, the unequal distribution of vaccines left many countries exposed to large
transmission of COVID-19, which resulted in the appearance of novel strains, such as the devastating Delta and
highly transmissible Omicron variants.
A markedly worrisome phenomenon in 2021 was the persistence of strong inflation, most notably in the United
States. Indeed, the consumer price index increased 7% in 2021, the largest 12-month gain since June 1982.
Originally stated at transitory, the Federal Reserve reversed course at year-end, removing the word from its
minutes and taking a starkly more hawkish tone. Even if the Federal Reserve has taken a cautious course over the
length of the pandemic by implementing an easy monetary policy, its turn-to-hawkishness spooked markets,
leading all major indices shedding a few percentage points in mid-late December.
Another strong market trend in 2021 was the proliferation of Special Purpose Acquisition Companies, or SPACs. In
the US alone, the amount of SPAC IPOs increased over 140%, from 248 in 2020 to 602 in 2021. The trend stems
from companies wanting to circumvent the heavily regulatory process of an IPO. Experts such as Duncan Lamont
argue that SPACs “give the potential for private companies to sell themselves at a higher price than in a traditional
IPO, can give more certainty on pricing, can be faster and can be less burdensome and hence less costly from a
regulatory perspective”. This has been particularly attractive to fast growing companies, especially in the
technology sector. Among other attractive regulatory advantages, SPACs allow for the use of forward-looking
statements, which is not allowed under traditional IPOs. Although SPACs have been decelerating in the latter end
of 2021, the trend is expected to persist into 2022 barring any strong regulatory changes.
Perhaps most controversial in 2021 was the heightened influence of cryptocurrency. Indeed, cryptocurrencies have
officially made their way into mainstream finance, with institutions like Starbucks, Whole Foods and Home Depot
accepting Bitcoin. An interesting observation, perhaps emblematic of the market’s shift, is Goldman Sachs’ view on
digital assets. Disregarded in 2020 as “not an asset class” and “not a suitable investment for our clients”, Goldman
quickly changed course, permitting their clients to invest in digital assets starting in the second quarter of 2021.
A surprisingly persisting trend over the course of the last year was the continued support levels experienced by the
so called meme stocks. The rather iconoclastic GameStop ended 2021 up more than 600%. AMC entertainment
experienced similar levels of growth, increasing over 1,000% in 2021. Needless to say, Desautels Capital
Management will abstain from participating in such sentiment-driven and volatile stocks. Even if such holdings were
to pass the quantitative and sustainability screen, they are fundamentally disconnected from their intrinsic value,
and do not reflect our investment philosophy.

Source: Bloomberg, TheStreet
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2021 MARKET RECAP
2022 will be marked as a year of economic and geopolitical uncertainty. First, growth for the world economy is
poised for yet another strong year. However, it is expected to decelerate as the unprecedented efforts of monetary
and fiscal policy come to an end. The United States enters 2022 with what most economists consider full
employment. It also suffers from decade-high inflation, which only increases the possibility of a strong Federal
Reserve response. President Biden’s unpopularity dictates that he loses the House in the upcoming midterm
election, further restricting any fiscal policy response. Second, the world looks to Europe and Asia in angst, as
Russia continues its troop amassment on the Ukrainian border and China flexes its military muscle in the South
China sea. Taken together, market volatility will increase, and one of our responses has been a relative rotation
away from growth and into value. Furthermore, our stock pitches in the fall had an emphasis on margin protection
and supply-chain resilience, two elements that will define 2022.
In 2022, DCM sector teams will keep a close eye on geopolitical developments. A recent and striking example is
the rising tension in the Indo-Pacific between the newly formed AUKUS Alliance (formed by the US, UK, and
Australia) and the People’s Republic of China. Even if an open conflict in the Formosa strait remains unlikely,
constraints such as additional sanctions and duty fees on Chinese exports to N-A may have a disastrous impact on
retail prices for most manufactured products and consumer electronics, risking to further aggravate the inflation
problem. China is in fact the largest manufacturing power in the world with 28.7% of the total worldwide production
of goods, which implies a strong bargaining power.
A key factor consideration for the Alpha Squared and SRI funds is the USDCAD exchange rate. This is due to the
Alpha Squared and SRI having roughly 60% and 80% of its holdings in USD, respectively. The US dollar finished at
a relatively strong 1.26 by the end of 2021, mostly due to concerns around the Omicron variant and a hawkish tone
from the Federal Reserve. This may continue in early 2022, but in our view, this will reverse due to important
factors. The relative appreciation of the CAD will stem from increased energy prices in 2022, which is discussed
later by the Energy team, a shift away from the USD as the safe-haven currency as the less virulent Omicron
variant becomes the dominant form of COVID-19 and the worldwide vaccination campaign continues, as well as the
BoC maintaining an equally hawkish tone as the Federal Reserve. We believe the concerns surrounding more

severe COVID restrictions in Canada may be overblown, and as such, will rapidly dissipate, positioning Canada for
continued economic growth. However, DCM will continue to invest most of its assets in US markets due to its
potential for business opportunities and diversification benefits.
An important view held at DCM entering the New Year is in regard to China’s economic performance. Consensus
around China’s economic growth hovers around 5%. We believe this may be overstated, as China will continue to
impose its extreme no COVID policy in the short term for the upcoming Beijing Winter Olympics and in the latter
half of the year for the upcoming Communist Party National Congress.

Source: Bloomberg, Statista
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2022 MARKET OUTLOOK
Xi Jinping’s inevitable re-election will position him as the most powerful Chinese leader since Mao Zedong. As
such, maintaining an image of strength as well as control over the virus will compel the Chinese government to
maintain their extreme epidemiological policies. Coupled with the aforementioned risk of economic sanctions as
well as its troubled Real Estate sector, this policy risks further hindering Chinese growth in 2022.
Monetary policy – most notably the Federal Reserve – will be among the most closely watched events of 2022. As
of December 31st, three rate hikes were priced in. This reactions stems from the markets coming to the consensus
that inflation is no longer transitory and requires monetary tightening. Uncertainty looms with regards to how exactly
the Fed will proceed with Quantitative Tightening and rate hikes. DCM’s view on monetary policy takes into account
both the historical backdrop and the uniqueness of the current situation, which we will briefly elaborate on. In the
past three decades, there have been four distinct periods of rate-hike cycles by the Fed. In those four cycles, the
S&P500 delivered an average 3.8% three months preceding the rate hike, and an average of -3.3% following the
rate hike. Certain sectors have historically performed strongly following the hike, such as Real Estate, while others
have performed poorly, such as Materials. Both of our funds reflect these realities in our sector positions, where we
hold an overweight position in Real Estate and an underweight position in Materials. It is important to note that are
two key differences between the last four rate-hike cycles and the current situation. First, as discussed previously,
inflation is higher compared to its previous cycles. This may warrant a stronger reaction by the Fed, leading to
weaker equity markets. In any event, DCM’s conviction is that the Fed will refrain from raising rates by 50bps in one
meeting, as it may disrupt the markets too forcefully. Second, inflation is mostly driven by supply-side bottlenecks
as opposed to a positive demand shock. This may impede the Fed’s ability to neutralize inflation, and can risk
inflation expectations from rising. Coupled with a tight labour market and the potential of strong wage-pressures,
inflation may further escalate. We think these pressures will persist in a 2022, albeit in a decelerating fashion, as
consumers shift from durables goods to services thanks to reopening economies.
We have a particularly positive view of sectors that seem resilient against high inflation and that can serve as
hedges to volatility. For example, we believe that real estate has very high potential, stemming from an increase in
the demand for housing, which is particularly impressive in suburban areas of the US Sunbelt (e.g., Texas and
Florida). This in turn increases the appraised value of properties and overall NAV of REITs. We prefer to stay away
from offices, which have the highest vacancy rates within the industry, and to which employee and employer
surveys point a gloomy outlook. In contrast, residential and industrial properties seem to be particularly resilient to
market conditions and new challenges that are subject to arise with the current state of the pandemic.
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2022 MARKET OUTLOOK
This leads us to overall market valuations, where DCM has an overall positive view on future estimates of
performance for the major indices. With record multiples, including a 38.1x 10Y cyclically-adjusted P/E and high
EV/EBITDA of 17.2x, equities may appear very expensive, especially in light of historical trends and patterns (all
time high CAPE was achieved at the collapse of the dot-com bubble in 2000, at 37.0x). The latest announcement
and actions taken by the Fed are clearly in favour of higher Fed Funds rates and QE tapering with the objective of
fighting against what seems to be a period of extreme inflation in developed economies. Despite the subsequent
ramifications, house view is to stay invested in the stock market. Estimates of target Fed Funds rates averages +81
bps for year Dec-2022, which seems quite limited compared with historical expected market risk premiums. Major
indices, including the S&P500 and S&P/TSX still look like the best option to hedge against the upcoming inflation in
future years.
Interestingly, growth and value performed similarly in the last year (26.7% for Growth, 23.4% for Value), following
the relative low performance of tech stocks in late 2021. Increased surveillance of regulators and demand for
transparency from government agencies (e.g., the CFPB) and increased yields may explain the negative trend of
fintech stock in the latter end of 2021. DCM strategy has always been to focus on companies that have strong
fundamentals, or companies that have exceptional growth opportunities; and we will continue to do so in 2022.
Recent pitches of sector teams put a great emphasis on cash flow generation and long-term upside potential of our
stocks (e.g., PayPal with its ”superapp” technology). On the value side, DCM is looking for companies that look
cheap to us when based on what we consider to be conservative assumptions (e.g. external growth of Manulife, or
lumber prices for Weyerhaeuser).
Information technology trades a at very high P/E (33.4x vs 25.6x) and EV/EBITDA ratio (23.0x vs 16.8x) compared
to the S&P500, but we believe that those premiums are justified based on the expected growth in the sector. The
strong appetite of investors for AI-powered technologies, the metaverse, electronic payment solutions and the
blockchain will give us an additional tailwind. Upcoming challenges for this sector include the potential (and
enhanced) regulatory framework for payment providers, buy-now-pay-later companies, digital banks, and crypto. A
notable example would be the recent discussions and decisions taken in regard to the potential “FAANG-tax” that is
planned in the EU and other jurisdictions. We do not believe that such a policy is going to have a significant impact
on the profitability of those companies, since the tax is not adhered to by the countries currently acting as tax
havens (e.g. Ireland and Luxemburg).
2022 will be a fascinating year for the stock market, marked by geopolitical and economic changes. We believe our
stock selection – as well as our sector weighting – incorporates these realities. Consequently, we remain confident
in the Alpha Squared and SRI’s ability to outperform in 2022.

Source: Bloomberg, Nareit, OurWorldInData
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Value vs. Growth
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The Alpha Squared Fund returned 16.3% gross of fees in 2021. While high in absolute terms, we lagged our
blended benchmark (60% S&P TSX, 40% S&P500 in CAD) by 9.5%. As of January 17th, 2022, the Fund has an
annualized return of 5% since inception (February 2017), vs. 6.6% for our benchmark.
As a reminder, the Alpha Squared Fund selects stocks based on a combination of quantitative signals and
fundamental analysis. The Fund invests primarily in high-quality equities in North America. Investment decisions
are based on a variety of quantitative technical signals and bottom-up fundamental analysis. Top-down macro
analysis may also be used to determine sector and country allocations.

Our underperformance in 2021 can be attributed to certain outliers and idiosyncratic events. For example, NIO Inc,
an electric car company based in China, was negatively affected by investor concerns over Chinese regulation.
Preferring not to be exposed to regulatory risk over which we didn’t have any visibility, we opted to exit the position
at a price of $38.90 on April 8th, 2021. The sale proved to be beneficial as the stock continued a downward slide
and was trading at a price of $24.80 as of January 24th, 2022.
Another instance in which we successfully limited losses was by selling Zillow Group, an online real estate
marketplace company. Our Communications team had doubts about the firm’s ability to compete in the house
flipping business and we decided to sell at a price of $96 on October 25th. Shortly thereafter, on November 3rd, the
company announced it would be exiting the home buying business and the stock crashed to $66. As of January
17th, Zillow was trading under $55.

The Alpha Squared fund also had many success stories this past year. MSCI, for instance, was a stock purchased
in 2020 on our bullish view on index-linked ETF AUM growth and derivative trading. It outperformed the S&P500
Financials sector by over 70% in 2020. Upon further review in 2021, our Financials teams maintained a Hold
recommendation on the stock. At year end, MSCI ended up returning another 36.9% outperforming the benchmark
by 3.2%.
The Alpha Squared fund implemented important changes prior to entering 2022. First, based on our assessment of
macro and geopolitical risks, we decided to place trades that would reduce our fund beta. Second, we have a more
bullish outlook on CAD relative to USD, and will be looking to increase our allocation to Canadian stocks and US
stocks that are currency hedged and trade as Canadian Depository Receipts. Finally, our Fund’s recent additions
place a special emphasis on margin protection, which would enable them to better hedge against further inflation
surprises. This latter fact is also reflected in our sector allocation, where we have an overweight position in sectors
that outperform in periods of high inflation such as Energy and Real Estate. Our focus, however, remains on
rigorous bottom-up fundamental analysis. As explained in our introductory note, we are excited about some of the
refinements we are making to our investment process and are confident in the positions we recently added and will
continue to add over the next few months.

Source: Bloomberg, Statista
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A2 Annualized Risk Metrics (2021)
A2

Benchmark

Standard Deviation

14.8%

9.2%

120

Sharpe Ratio

0.97

2.27

115

Beta

1.25

-

110

Tracking Error

9.6%

-

Information Ratio

-0.67

-

130
125

105
100
95
90
Dec Jan Feb Mar Apr May Jun

Jul

Alpha Squared

Aug Sep

Oct Nov Dec

A2 Size Exposure (2021)

Benchmark

1.9%

Sector

A2 Weights

Consumer Discretionary

11.0%

Benchmark
Weight
7.1%

Health Care

8.1%

5.6%

2.5%

( +/- )
3.9%

Cash

1.9%

0.0%

1.9%

Real Estate

3.7%

2.8%

0.9%

Industrials

11.1%

10.2%

0.9%

Energy

10.4%

10.0%

0.4%

Utilities

3.1%

3.6%

-0.5%

Communication Services

6.3%

6.9%

-0.6%

Consumer Staples

3.7%

4.5%

-0.8%

Information Technology

14.8%

16.8%

-1.9%

Financials

21.8%

24.7%

-3.0%

Materials

4.3%

7.8%

-3.5%

Time

Gross

Net

Benchmark

Relative
Performance

Since Inception

5.2%

4.6%

6.6%

-1.3%

2020

-6.3%

-3.5%

-14.6%

8.2%

Q1 2021

0.0%

-0.4%

6.7%

-6.7%

Q2 2021

14.4%

13.9%

7.9%

6.5%

H1 2021

17.6%

16.6%

15.1%

2.5%

Q3 2021

-4.4%

-4.8%

1.2%

-5.5%

Q4 2021

6.4%

5.9%

8.0%

-1.7%

H2 2021

1.7%

0.8%

9.3%

-7.6%

2021

16.3%

14.4%

25.8%

-9.5%

28.0%

61.6%

8.5%

Large

Small

Mid

Cash

A2 Currency Exposure (2021)

40%
60.1%

60%
39.9%

A2 Fund
CAD

Benchmark
USD
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As of Dec 31st, 2021 (red is absolute return, blue relative return)
124.8%
108.3%

ATS Automation Tooling Systems Inc
Danaher Corp.

*

39.3%
15.4%
36.9%

MSCI Inc

3.2%

*
Royal Bank of Canada *
Equinix Inc. *
UFP Technologies
*

30.9%

Nike Inc.

6.8%

28.1%

-23.6%

Royal Dutch Shell Plc.

27.8%
16.8%
27.3%

-25.6%

Etsy Inc.

21.9%

-1.4%

TC Energy Corporation Common

20.4%

-28.6%

Pepsi Co.

1.9%

Roper Technologies Inc.

*
Vizio Holding Corp. *

19.4%

13.6%

-6.4%

Enphase Energy Inc.

6.5%

-27.4%

3.4%
4.0%

TMX Group Limited Common

3.2%

-33.4%

*
BSR REIT *

1.2%
0.0%

Franco Nevada Corp.

-1.7%

Mastercard Inc

*
Guru Organic Energy Corp. *
Netflix Inc. *
Spin Master Corp *
Teladoc Health Inc. *

0.3%
0.2%

-33.1%

Manulife Financial

-3.7%

-0.9%

-1.0%
-1.7%
-1.7%
-2.0%
-2.1%
-3.0%
-4.3%
-2.6%
-7.0%

Veeva Systems Inc

-32.0%
-18.5%
-36.8%

*
Paypal *

Liberty Oilfield Services Inc.

-18.5%
-17.8%
-29.6%

Innergex Renewable Energy Inc
Canadian Solar Inc.

30.2%

-4.2%

-41.3%
-72.8%

-39.5%
* Purchased in 2021
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#

Security Name

Size

Sector

Currency

Units

Cost

1

ATS Automation Tooling Systems
Inc

Mid

Industrials

CAD

4860

2

MSCI Inc

Large

Financials

USD

3

Netflix Inc.

Large

Communication Services

4

Vizio Holding Corp.

Mid

5

Royal Dutch Shell Plc.

6

Risk Management

Current Price

Weight

21.26 $

50.24 $

9.03%

229

294.01 $

612.69 $

6.56%

CAD

6851

25.16 $

24.69 $

6.26%

Information Technology

USD

5638

18.64 $

19.43 $

5.12%

Large

Energy

USD

2000

34.78 $

43.40 $

4.06%

Manulife Financial

Large

Financials

CAD

4710

24.66 $

24.11 $

4.20%

7

Enphase Energy Inc.

Large

Information Technology

USD

450

173.76 $

182.94 $

3.85%

8

Spin Master Corp

Mid

Consumer Discretionary

USD

1779

49.01 $

47.94 $

3.99%

9

Royal Bank of Canada

Large

Financials

CAD

770

107.05 $

134.25 $

3.82%

10

TMX Group Limited Common

Mid

Financials

CAD

790

98.17 $

128.25 $

3.75%

11

Etsy Inc.

Large

Consumer Discretionary

USD

336

152.06 $

218.94 $

3.44%

12

Nike Inc.

Large

Consumer Discretionary

USD

455

134.99 $

166.67 $

3.54%

13

Paypal

Large

Financials

USD

390

232.96 $

188.58 $

3.44%

14

TC Energy Corporation Common

Large

Energy

CAD

1519

68.90 $

58.83 $

3.30%

15

Veeva Systems Inc

Large

Health Care

USD

257

138.71 $

255.48 $

3.07%

16

Liberty Oilfield Services Inc.

Mid

Energy

USD

6690

11.73 $

9.70 $

3.03%

17

Innergex Renewable Energy Inc

Mid

Utilities

CAD

4444

16.99 $

18.60 $

3.06%

18

UFP Technologies

Small

Materials

USD

900

57.66 $

70.26 $

2.96%

19

Danaher Corp.

Large

Health Care

USD

177

236.33 $

329.01 $

2.72%

20

Canadian Solar Inc.

Small

Information Technology

USD

1685

38.11 $

31.29 $

2.46%

21

Teladoc Health Inc.

Large

Health Care

USD

533

93.92 $

91.82 $

2.29%

22

Pepsi Co.

Large

Consumer Staples

USD

279

145.92 $

173.71 $

2.27%

23

Equinix Inc.

Large

Real Estate

USD

52

670.89 $

845.84 $

2.06%

24

Roper Technologies Inc.

Large

Industrials

USD

90

439.55 $

491.86 $

2.07%

25

BSR REIT

Small

Real Estate

CAD

2520

22.18 $

17.69 $

1.65%

26

Guru Organic Energy Corp.

Small

Consumer Staples

CAD

2453

15.64 $

16.07 $

1.46%

27

Franco Nevada Corp.

Large

Materials

CAD

201

172.39 $

174.94 $

1.30%

28

CAD Dollar

Cash

Cash

CAD

49 557.91 $

-

-

1.83%

29

USD Dollar

Cash

Cash

USD

951.54 $

-

-

0.04%
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& AT T R I B U T I O N

Our mandate at the Desautels SRI Fund is to seek out socially responsible companies that offer high risk adjusted
returns. We use both exclusion factors (e.g. no fossil fuel, coal or tobacco companies) as well as positive screens to
identify companies that are ESG leaders in their industries. Stocks are vetted by our Sustainability team, who place
particular emphasis on our companies’ engagement into green policy, shareholder activism, and responsible
governance. Further details on the sustainability of our holdings is provided in the next section.
The SRI Fund returned 15.5% gross of fees in 2021. While high in absolute terms, this represented an 11.7%
underperformance to our benchmark (80% S&P 500 Fossil Fuel Free and 20% S&P TSX Fossil Fuel Free). Over
the past two years, however, we outperformed our benchmark by 3.5%. Our recent underperformance was largely
due to our overweight exposure in renewable energy. While renewables had done exceptionally well in 2020, the
sector came under pressure in 2021 due to increased raw material prices, supply chain constraints, and lower
efficiency of solar panels and wind turbines. Indeed, Renewables significantly underperformed traditional Energy in
2021 as shown in the chart below. We view this as a temporary setback and remain strongly bullish on the longterm potential for Renewables.
On the positive side, the SRI Fund showed strong performance within Information Technology (Cloudflare) and
REITs (Nexus). Details on individual holdings are provided in the sector sections that follow. Looking ahead, we
believe our portfolio is well positioned to weather the challenges likely to be seen in 2022.

170.0
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SRI Annualized Risk Metrics (2021)

130.0
SRI

Benchmark

Standard Deviation

14.3%

9.4%

Sharpe Ratio

1.09

2.45

110.0

Beta

1.16

-

105.0

Tracking Error

9.6%

-

100.0

Information Ratio

-0.78

-

125.0
120.0
115.0

95.0
90.0

SRI Size Exposure (2021)
SRI Fund

Benchmark

9.5%
Sector

Fund

Benchmark

(+/-)

Utilities
Consumer Discretionary
Real Estate
Cash
Consumer Staples
Health Care
Information Technology
Financials
Communication Services
Energy
Materials
Industrials

7.9%
13.9%
5.1%
2.0%
6.9%
11.9%
24.4%
15.4%
7.9%
0.0%
0.0%
4.6%

2.7%
10.9%
2.2%
0.0%
5.5%
11.0%
25.2%
17.0%
10.4%
2.5%
4.0%
8.7%

5.2%
3.0%
3.0%
2.0%
1.4%
0.9%
-0.8%
-1.5%
-2.5%
-2.5%
-4.0%
-4.2%

2.0%

10.7%

77.8%

Large

Small

Mid

Cash

SRI Currency Exposure (2021)
SRI Fund

Benchmark

(+/-)

Since Inception

16.4%

16.9%

-0.5%

2020

31.0%

15.8%

15.2%

Q1 2021

-0.5%

5.3%

-5.8%

Q2 2021

8.6%

8.0%

0.6%

H1 2021

8.0%

13.8%

-5.7%

Q3 2021

-1.0%

1.7%

-2.7%

Q4 2021

8.0%

10.0%

-2.0%

H2 2021

6.9%

11.9%

-4.9%

2021

15.5%

27.2%

-11.7%

80.5%

80.0%

19.5%

20.0%

SRI Fund

Benchmark
CAD

USD

Desautels Capital Management
MMF Annual Report 2021

Strategist Message

Program Leadership

Our Team

Strategist Review

Alpha Squared Fund

SRI Fund

Macroeconomics

Risk Management

As of Dec 31st, 2021 (red is absolute return, blue is relative to sector return)
74.0%

Nexus REIT

36.5%
71.4%

Couldflare

38.2%

Lowe's

55.4%

AMD

22.2%
47.2%

Danaher

22.2%

RBC
Nike

*

30.6%
15.6%
26.7%

-6.9%

Etsy

21.9%

-1.4%

19.4%

Pepsi

1.9%

Roper Technologies

13.6%

-6.4%

*
Western Digital *
Weyerhaeuser *
Vizio *
TMX *

Enphase Energy

12.7%

-7.3%

7.3%
7.9%
4.3%
2.5%
3.4%
4.0%
-18.9%

Mastercard

*
Netflix *
Teladoc *

0.4%
0.2%

-33.1%
-1.0%
-1.7%

Guru

-3.5%
-1.8%
-4.3%
-4.2%
-12.7%

Okta

-45.9%

Walt Disney Co.

-35.7%
-18.5%

*
BestBuy *
PayPal

-24.8%
-32.6%

Boralex
Square

Canadian Solar

33.1%

-3.5%

Chubb

Axsome

61.8%

38.5%

-59.8%

*

-15.3%

-17.8%

-25.3%
-37.0%
-26.5%
-33.1%

-55.9%
-39.5%
-56.1%
* Purchased in 2021
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#

Security Name

Size

Sector

Currency

Units

Cost

Current Price

Weight

1

Danaher

Large

Health Care

USD

477

$225.78

$329.01

6.31%

2

Lowe's

Large

Consumer Discretionary

USD

570

$111.21

$258.48

5.93%

3

RBC

Large

Financials

CAD

1326

$103.61

$134.25

5.67%

4

Netflix

Large

Communication Services

USD

202

$613.83

$602.44

4.90%

5

AMD

Large

Information Technology

USD

789

$92.91

$143.90

4.57%

6

Roper Technologies

Large

Industrials

USD

230

$355.17

$491.86

4.55%

7

Western Digital

Large

Information Technology

USD

1504

$59.67

$65.21

3.95%

8

Vizio

Mid

Information Technology

USD

4672

$18.57

$19.43

3.65%

9

Mastercard

Large

Information Technology

USD

240

$297.41

$359.32

3.47%

10

Chubb

Large

Financials

USD

450

$132.55

$193.31

3.50%

11

Nike

Large

Consumer Discretionary

USD

518

$129.73

$166.67

3.47%

12

Enphase Energy

Large

Utilities

USD

450

$163.12

$182.94

3.31%

13

Pepsi

Large

Consumer Staples

USD

497

$145.88

$173.71

3.47%

14

Guru

Small

Consumer Staples

CAD

6720

$16.31

$16.07

3.44%

15

Couldflare

Large

Information Technology

USD

600

$71.00

$131.50

3.17%

16

TMX

Mid

Financials

CAD

819

$130.76

$128.25

3.34%

17

Okta

Large

Information Technology

USD

338

$118.05

$224.17

3.05%

18

PayPal

Large

Financials

USD

385

$233.88

$188.58

2.92%

19

Walt Disney Co.

Large

Communication Services

USD

475

$146.02

$154.89

2.96%

20

Axsome

Small

Health Care

USD

1850

$56.90

$37.78

2.81%

21

Teladoc

Large

Health Care

USD

760

$94.73

$91.82

2.81%

22

Square

Large

Information Technology

USD

394

$71.73

$161.51

2.56%

23

Weyerhaeuser

Large

Real Estate

USD

1647

$38.90

$41.18

2.73%

24

Boralex

Mid

Utilities

CAD

2287

$24.74

$34.68

2.53%

25

Etsy

Large

Consumer Discretionary

USD

259

$152.02

$218.94

2.28%

26

Nexus REIT

Small

Real Estate

CAD

5976

$8.00

$12.62

2.40%

27

BestBuy

Large

Consumer Discretionary

USD

536

$136.64

$101.60

2.19%

28

Canadian Solar

Small

Utilities

USD

1600

$38.10

$31.29

2.01%

29

Canadian Dollar

Cash

Cash

CAD

$49,557.91

-

-

1.99%

30

US Dollar

Cash

Cash

USD

$951.54

-

-

0.04%
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ESG INVESTMENTS
ESG Victories and Outlook
2021 was a success for ESG investors, with the values
reaching new levels of mainstream recognition. Notably,
Blackrock CEO Larry Fink warned companies that a
failure to transition to net-zero carbon emissions would
cause their valuations to suffer. Furthermore, he stated
that the transition would provide ample opportunity for
companies to distinguish themselves and increase
investor confidence by adapting their business models.
While climate change and the energy transition have
been the biggest ESG concerns of 2021, workers’ rights
have emerged as the next pillar to be addressed in
2022. The American economy has become increasingly
dependent on gig workers, or independent contractors,
with one in three US workers taking part in the “gig
economy”. These workers are usually not eligible for the
same benefits as full-time workers and employers have
benefited from the avoidance of paying employee
payroll taxes. The pandemic has put workers' rights in
the spotlight, as businesses struggle to find workers and
workers search for fair wages in the midst of high levels
of inflation. Investors are calling for more disclosure
surrounding treatment of gig workers, with the SEC
considering a human capital disclosure requirement for
companies. The current profit margins of many large
companies may become unsustainable if this issue
continues to gain momentum throughout 2022.
Impact Investing during COVID
Impact investing refers to the practice of investing in
companies to generate social and environmental
returns, in addition to financial ones. Often, the
investments are in such sectors as education and
healthcare and are located in emerging markets that

Certain impact investors, such as pension funds, face
constraints in rapidly deploying capital due to legal and
fiscal constraints. With limited timely capital available,
some investors had to choose which of their impact
investments were more critical in the context of the
pandemic. Having emergency procedures set in place to
allow for expedited decisions in crisis situations will
prevent, or at least minimize, the blow dealt to the
businesses and the investors.
Private Equity ESG
Throughout 2021, private equity firms have become
increasingly interested in ESG values. For some, ESG
has become a value driver rather than a public relations
tactic to win investor favor and capital. A company with
better ESG credentials reflects efficient management,
which may indicate favorable future performance. For
infrastructure funds, there is a clear overlap, as many
types of investments coincide with ESG investing, such
as waste treatment, renewable energy assets, and clean
transportation. While some of this change has come
from the initiative of the general partners running the
firms, pressure from limited partners and investors has
also played a role. In North America, it is primarily
pension fund investors and high net-worth individuals
displaying the most interest. The push toward ESG will
force funds to change their investment style and
reclassify their funds. In its prospectus, private equity
giant TPG cites ESG reporting requirements as a
potential risk to its business model. It will be interesting
to see if successful funds can replicate returns amidst
stricter reporting requirements and increased investor
expectations surrounding ESG.

need these types of businesses the most. Investors in
impact-first companies took a hit due to COVID
disruptions in the underlying businesses and delays
surrounding emergency funding.
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ESG INVESTMENTS
SRI FUND ADDITIONS AND IMPACT
Looking at the stocks that have been incorporated into

Weyerhaeuser, an American timberland company, is

the SRI Fund this past year, we are extremely excited
about the positive environmental, social and governance

another example of a recent addition to the Fund that is
making a substantial impact in many ways. In 2021, they

efforts and impact these companies have. Each firm
brings different positive effects that cover the entire ESG

were named one of Etisphere’s World's Most Ethical
Companies for the 12th time and have won the

spectrum. Some of the commitments and programs are
truly exciting, and we wanted to share some highlights.

Bloomberg Diversity Award every year since 2018. They
harvest only 2% of their forests each year, and will
reforest 100% of their timberlands, which remove an
amount of Co2 equivalent to 7 million cars each year.
70% of their energy needs are met using renewable
sources, and they reuse or recycle 99% of their waste.
The other companies that the Fund has purchased
meaningfully contribute to the SRI space as well.
PayPal has provided over $4.6B in access to capital for
small and medium sized businesses (SMBs) and

One such company is Best Buy, which has consistently
received MSCI ratings of AAA, the highest score, which
only 3% of companies in its sector have been able to do.
It has also topped Barron’s most sustainable companies
list, twice. Best Buy has proven itself to be a leader in
the ESG space by virtue of several different channels.
They have reduced their own carbon emissions by 61%
since 2009 and have also targeted a reduction of 20%
customer carbon emissions by 2030 through their
ENERGY STAR certified products. They also operate
the United States’ largest e-waste recycling program.

They also have committed $1.2B to spend with diverse
businesses and have increased their starting wage to
$15/hour. 100% of Best Buy’s supply chain factories are
audited before business is conducted with them. Best
Buy’s long-term commitment to a range of ESG issues
has pushed the SRI movement forward in a big way.

deployed over $300M of a $535M commitment to help
address economic inequality and bolster internal
programs to drive social change. Netflix established an
independent sustainability Advisory Group and has
been dedicated to diversity and inclusion, and increased
representation both in front of, and behind the camera.
Western Digital pledged to reduce its scope 1 and 2
emissions by 42% by 2030 from a 2020 base year and
has been investing in the efficiency and diversification of
their supply chain. As you can see, each company has
touched on so many different areas in the SRI
environment. The Sustainability team is extremely
excited about the commitments and actions that took
place in 2021. These actions set the Fund up to have an
even bigger impact moving forward.
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2021-2022 MACRO THEMES
MONETARY POLICY
United States:
To continue to support the economic recovery, the Fed has kept the target range for the federal funds rate near zero
and maintained the monthly pace of its asset purchases until November 2021. However, growing concerns among
economists that rising inflation could harm the economy are likely a big part of what led the Fed to begin tapering. In
November 2021, inflation was up 6.8% from a year earlier. By tapering asset purchases, the Fed may help reduce
inflation – or at least slow its rise – because it is withdrawing some of the monetary stimulus that is fuelling
economic growth. When the Fed initiated the tapering program in November, it was scaling back total purchases by
$15 billion per month, from $120 billion to $105 billion, and decided to double the pace at which it tapers on
December 15, to $30 billion per month. At that pace it will no longer be purchasing new assets by the end of the first
quarter of 2022. During its first meeting of 2022, the Fed said on Wednesday 26th that it plans to "primarily" reduce
its bond holdings by letting bonds roll off the balance sheet as they mature and adjusting the amount of proceeds
that get reinvested. It should shrink the Fed’s $9 trillion balance sheet, which has doubled since the start of the
pandemic and represents nearly 40% of U.S. gross domestic product.
For the year to come, we expect the Fed’s bond buying program to end sometime in March. That leaves three
potential FOMC meetings when the Fed would typically raise rates: June, September, and December. We expect
the Fed to hike the federal funds rate by 25 basis points during each of those meetings. With the rates being
currently at 0.25%, they could reach 1% by the end of 2022. However, we believe it is important to mention that
calls for higher rates assume the economy keeps improving, more people return to the workforce, and the Fed’s
only focus will be on limiting inflation. If the surge in cases from omicron or new variants requires the reimposition of
lockdowns, school closures and social distancing, or worsening supply chain issues, the Fed could rapidly lose its
appetite for higher rates.
Federal Funds Effective Rate
Evolution

3
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Canada:
In order to stimulate the economy, the Bank of Canada follows an extraordinary forward guidance, reinforced and
supplemented by its quantitative easing program, which had a pace of $4 billion per week at the beginning of 2021.
Since the Canadian economy showed impressive resilience during the different waves of the pandemic, the Bank
revised the timeline for when a rate increase might occur from 2023 to “some time” in the second half of 2022.
Throughout the year, the bank reduced its asset program twice and prematurely ended bond buying programs in a
surprise decision in October. With the elevated rate of inflation, the Bank of Canada is expecting to raise interest
rates by the end of the third quarter next year and might even start as early as the end of June.

Source: Bloomberg
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2021-2022 MACRO THEMES
FISCAL POLICY
United States:
The budget deficit totaled $2.8 trillion for 2021, which was down from the all-time high of $3.1 trillion in 2020,
reflecting the effort to counteract the devastating effects of a global pandemic. On November 15, President Biden
signed the bipartisan Infrastructure Investment and Jobs Act (IIJA) into law. The legislation includes more than $1
trillion in transportation and other physical infrastructure spending over the next decade, from 2022 to 2031. Greater
investments in public infrastructure and social programs can boost productivity and labour force growth. Such
investments add to the budget deficit on a static basis. On a more meaningful dynamic basis, they stimulate
economic growth, which in turn generates more tax revenue and reduces government spending on unemployment
benefits.
Canada:
The government is forecasting to end the current fiscal year with a $144.5 billion deficit, lower than the previously
projected $154.7 billion. It has also committed billions of dollars in new spending for the ongoing COVID pandemic,
including $4.5 billion to combat the Omicron variant, $2 billion for the Public Health Agency of Canada to procure
COVID-19 therapeutics, $1.7 billion to help provinces and territories acquire and administer rapid testing kits, and
$7.3 billion to procure vaccine boosters. Non-COVID related major spending commitments made during the recent
federal election campaign, such as housing supports, health transfer increases to provinces and territories, and
climate change initiatives, have been delayed until the spring budget.

GDP
United States:
The year was marked by a series of supply shocks, ranging from production restrictions to transportation delays.
While on the demand side, the United States experienced a recovery in retail sales of services and an acceleration
in retail sales of goods that were partially mitigated by Covid restrictions, leading to a demand-pull inflation. Based
on the available data for the fourth quarter, we are seeing an increase in production, a decrease in delivery times,
and a decrease in the price of production according to the latest PMI report. Although inventories are still at the
lowest level relative to sales, this is an encouraging sign of de-bottlenecking and inventory rebuilding.
Differences in the management of the new variant in terms of restrictions to combat the spread of the virus between
countries could again generate bottlenecks in the supply chain. Overall, economists expect a real U.S. GDP growth
of 3.7 percent, supported by strong consumer savings and reduced bottlenecks.
Canada:
According to Statistics Canada, the annualized GDP growth for Q3-2021 was 5.4%, significantly higher than the 3%
economist forecast consensus. This shows that the economy has been strongly recovering from the pandemic, after
many restrictions were eased in Q3. Nonetheless, with Omicron spreading and the rising number of cases,
lockdowns have been reapplied in numerous provinces which may lead to a much lower GDP growth in the first half
of 2022.
The main growth drivers of GDP in 2021 were consumption deflators as well as the residential and non-residential
investment deflators. Consumption is expected to continue recovering well, while GDP growth in sectors that are
heavily impacted by interest rates such as real estate may worsen in 2022, as most economists forecast Fed rate
hikes next year.

Source: Bloomberg, StatsCan, Federal Reserve
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2021-2022 MACRO THEMES
LABOR MARKET
The labor market in the US and Canada improved significantly in 2021, recovering from the effects of the pandemic
to a considerable extent. The unemployment rate in the US reduced from 6.3% to 3.9% in 2021 while it reduced
from 9.4% to 5.9% in Canada. The reduction in the unemployment rate was primarily attributable to mass
vaccinations, reopening of the economies and the phasing out of unemployment benefits. Over the year, jobs were
added in the leisure & hospitality, education, as well as the goods and services sectors. In Canada, continuous job
growth during the year resulted in the recovery of the 3 million lost jobs since the beginning of the pandemic.
However, the latest statistics from the US and Canadian governments show that both countries (more importantly
the US) have not been successful in increasing the labor force participation rate to pre-pandemic levels. The
participation rate in both countries has barely moved this year, with the US at 61.9% and Canada at 65.3%.
2022 is expected to be a promising year for the labor market with the labor force participation rate expected to
increase and the unemployment rate poised to decrease to pre-pandemic levels, despite the spread of the omicron
variant as the effects of this wave of the pandemic are considered to be short-lived.

INFLATION
Covid still had its way in 2021, bringing economic disruption and uncertainty through its multiple variants. Faced
with this surprisingly resilient crisis, both the bank of Canada and the Federal Reserve continued their efforts to
support the economy. Following unexpectedly low inflation in 2020, the several monetary stimuli had their predicted
positive impact on consumer spending and unemployment in 2021. The latter, mixed with the gradual reopening of
the economy and supply bottlenecks, generated high inflation levels. More precisely, despite the upturn in Covid-19
cases at the end of the year, the last available November figure shows a 12-month inflation rate of 6.8% in the US,
its highest level since June 1982. Canada’s inflation level is relatively lower, sitting at 4.7%.
While the Federal Reserve participants indicated that following eased supply constraints, inflation should strongly
decline in 2022, recent data brought these estimations upwards. To address this inflation pressure, the Federal
Reserve mentioned that on top of their tapering pledge, they might consider decreasing their volume of assets in
2022. The high level of inflation is still seen as transitory by the Federal reserve but is simply lasting longer than
expected. Ultimately, uncertainty with regards to the economy and thus inflation will continue to be affected by the
course of the virus and the threat of new variants.
Figure 1: 2021 Inflation Rate Evolution in Canada & USA
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Performance Summary
• 2021 was a volatile year for public equity
markets coming out of the onset of the Covid19 pandemic, while markets also had to
contend with historically high inflation, supply
chain disruptions, a contested US Presidential
election, and the emergence of SPACs and
meme-stocks. Both funds experienced similar
volatility while also contending with turbulence
from Asian markets spurred by the Evergrande
Debt Crisis.

A2 Returns vs. Sector Benchmark (2021)
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• The second half of the year also
saw two large shocks. The first
shock observed near the end of
September was spurred by volatility
in the market stemming from the
Evergrande Debt Crisis, coupled
with a restatement of in inflation
estimates by the Fed. The final
large shock of the year came in late
November when fears about the
Omicron variant of Covid-19
coupled again with fears of inflation
and expectations of rate hikes in the
coming new year.
• A common theme through all the
major downturns in our portfolio
through 2021 were inflation
expectations and fear of rising
rates. Although this can be seen in
our benchmarks and the market as
a whole, the effects are far more
pronounced within our funds. This is
due to our active management style
of selecting undervalued stock with
large growth opportunities. These
growth stocks may be punished
more than other stocks amid fears
of rising rates, however the risk
team maintains that the level of risk
in our portfolio is acceptable for the
expected gain of our holdings.

• The losses observed in February result from
growth in long term interest rates in response to
higher-than-expected inflation. Similarly, the
large negative returns in June were triggered by
a jump in short yields, as the Fed took a more
hawkish stance, beginning discussions about
speeding up the tapering of quantitative easing.

Benchmark

Year Ended Dec. 31 2021 Performance Measures
2
A
SRI
Gross Return Benchmark Gross Return Benchmark
Ann. Return
16.30%
25.80%
15.50%
27.20%
Ann. Standard Deviation
14.80%
9.20%
14.30%
9.40%
Sharpe Ratio
0.97
2.27
1.09
2.45
Sortino Ratio
2.22
1.78
Treynor Ratio
1.99%
1.89%
Information Ratio
-0.67
-0.78
Beta (Full Year)
1.25
1.16
Ann. Daily Tracking Error
9.60%
9.60%
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Tracking Error
• The tracking error for both funds can be
attributed to differences in performance
compared to the benchmark. Being an active
fund, we are comfortable with these numbers
as we expect our tracking error to range
between 3 and 5%. The observed tracking error
through the year has been slightly higher than
our expectations. The Alpha Squared Fund has
higher tracking error, due to a higher exposure
to China which performed poorly beyond the
Value-at-Risk

loss of the benchmark due to the Evergrande
situation. The SRI, being quite heavily weighted
in tech stocks (leading to larger losses in
February, June, September and November, as
talk about rising rates let to significant losses in
growth stocks), has led to a higher tracking
error as well, rebalancing throughout October to
December should reduce our tracking error into
the future.

A2 VaR and CVaR (July – Dec 2021)

• VaR is the most common tool used in
financial institutions to monitor and
manage the downside risk of a
portfolio. Simply defined, x% VaR is
the minimum loss that we can expect
to happen x% of the time. VaR has
three components: the loss size, the
probability of a loss greater than or
equal to the specified loss size, and a
time frame.

• DCM monitors its 5-Day 5% VaR using
a parametric approach. Details of the
results are presented in Figures 2 and
3. Since the current cohort began
monitoring the funds’ risk in July, the
SRI and Alpha Squared funds saw 6
and 9 VaR breaks in the year ended
December 31st 2021, respectively. Not
surprisingly the clustered VaR breaks
occurred at the onset of the
Evergrande debt crisis which shocked
the market in September, as well as
the FED’s restatement of inflation
expectations tapering of quantitative
easing and possible rate hikes that
was announced later in the year.
Observing a few VaR breaks per year
is entirely normal and indicative of a
realistic modelling approach that is
neither too liberal or conservative.

SRI VaR and CVaR (July – Dec 2021)
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Beta
• Beta represents our portfolio’s exposure to certain factors, these factors can be the market, oil,
USD/CAD exchange rates, or other systematic risk factors. DCM monitors the daily rolling betas of our
funds to their respective benchmarks to ensure that our exposure is consistent with our strategists and
analysts' expectations of the market.
• Beta rose quite drastically through out the year as the market faced more volatility in the wake of the
Evergrande debt crisis, as well as large negative downturns in the market due to the Fed’s tapering of
quantitative easing. Due to the high exposure to the market, the holdings in A 2 were restructured
towards more defensive holdings in September and were adjusted throughout the fourth quarter until
mid-December, substantially reducing the funds’ beta, and bringing it more in line with the strategists’
and analysts’ desired exposure of the funds to their respective benchmarks.

Betas of A2 and SRI Funds
A2
Beta (Full Year)
1.25
Beta Current
1.068

SRI
1.16
1.071

Macro & Qualitative Risk Factors
•Apart from the quantitative measures mentioned above, the Risk Management team at
DCM actively monitors more qualitative risk factors that could affect its current holdings as well as
future investments. The most prevalent risk factors affecting the portfolio and future investments to date
is the risk of unexpected inflation and subsequent rising interest rates, resurgence of Covid-19 through
virus variants, and continued supply chain shortages. With rising inflation as a primary concern due to
its 40-year high, the team views favorably allocations to real estate, consumer staples, energy, and
certain segments of precious metals and mining given the tendency for these sectors to outperform in
times of rising inflation. Conversely, DCM is cautious when facing allocations to the information
technology sector given this sector's reliance on distant future cash flows, which is subsequently
discounted at higher rates in the event of high inflation and interest rates and thus negatively affect
valuation.
•Aside from large global macro themes, the Risk Management Team also monitors idiosyncratic
events which may affect our portfolios. The Evergrande Crisis is an example of such event that the
team actively monitored upon news breaking. Along with sector teams, we examined the nuances of
each individual position to understand the potential exposure to the Chinese market and if large
stock movements were a result of fundamental changes in value or temporary market reactions that
would revert over time. Examples of positions that were actively monitored due to their exposure to
the Chinese market include Bilibili, Enphase Energy, and Canadian Solar. Note however that
the Evergrande Crisis has not resulted in DCM changing its views on these positions.
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C O N S U M E R D I S C R E T I O N A RY

2021 SECTOR OVERVIEW
BENCHMARK PERFORMANCE

2021 DCM SECTOR PERFORMANCE

The Consumer Discretionary sector gained 14.8% in
2021, underperforming the S&P 500 index, which rose
by 22.4% over the same period. Most of the stocks in
the sector recovered strongly as economies
renormalized with a portion even benefitted from
changes in consumer spending habits.

The Alpha Squared Consumer Discretionary sector
returned 23.4% in 2021, outperforming our sector
benchmark by 2.2%. The fund held 5 positions at
various points this past year: Ferrari N.V. (NYSE:
RACE), Etsy (NASDAQ: ETSY), Helen of Troy Ltd.
(NASDAQ: HELE), Nike (NYSE: NKE) and Spin Master
Corp (TSE: TOY).

The best performing sub-sector within Consumer
Discretionary was Automobiles, which saw gains of
29.6%, followed by Specialty Retail at 29.4%, and
Household Durables at 26.0%.
The Automobiles sub-sector experienced strong
demand in 2021, which was accompanied by supply
constraints (chip shortage) for the better part of the year.
Stimulus checks and increased spending contributed to
Specialty Retail’s strong performance while the
Household Durables sub-sector benefited from the
prevalence of work-from-home
In 2021 Covid-19 struck in waves, with the Delta variant
causing upheaval in the first half and Omicron in the
second half. While the impact was not as severe as that
in 2020, frequent closures and uncertainty impacted
several sub-sectors, with the hardest hit being the
Hotels, Restaurants and Leisure sub-sector. The year
ended with a strong demand for goods and services,
largely driven by the holiday season, showing signs that
the economy is recovering.

Figure 1: 2021 A2 Sector performance

The SRI Consumer Discretionary sector returned 42.8%
in 2021, outperforming our sector benchmark by 19.3%.
The fund also held 5 positions at various points during
the year: Lowe’s Cos. Inc. (NYSE: LOW), Etsy
(NASDAQ: ETSY), Helen of Troy Ltd. (NASDAQ:
HELE), Nike (NYSE: NKE) and Best Buy Co (NYSE:
BBY). The significant outperformance was partially due
to Lowe’s, which was up 63.3%. Details on our
individual holdings are provided after our sector outlook
Figure 2: 2021 SRI Sector performance.

Source: Bloomberg, SP Global, CNBC
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2022 SECTOR OUTLOOK
CONSUMER DISCRETIONARY

Omicron-related headwinds that have plagued
consumer spending should continue to do so in 1H2022,
but pent-up demand and strong household balance
sheets are poised to help rebound discretionary
spending in 2H2022. Indeed, the dual-impact of 40-year
high inflation squeezing consumer purchasing power
and the latest Omicron drag will suppress growth and
continue to create supply-chain bottlenecks in the shortterm. This, along with worker absenteeism, will have a
particular impact on service-sector spending. The
greatest headwind for improved supply capacity is the
pursuit of Covid-Zero policies in China.

AUTOMOBILE & COMPONENT
Despite greatly reduced manufacturing capacity thanks
to semiconductor chip shortage, the Automobile subsector returned 29.6% over the past twelve months,
compared to 22.4% for the S&P 500. Demand in the
sub-sector remains high and, as capacity constraints
are alleviated, the outlook is bright for Automobiles. A
potential headwind to account for is the impact of the
transition to EV. This has made Automobile companies
increasingly resemble growth tech stocks, which are
very sensitive to interest rates. Nonetheless, EV is the
way forward and consumer demand for this sub-sector
remains very strong.

Strong nominal wage growth and consumer credit, and H O T E L S , R E S T A U R A N T S & L E I S U R E
an overall healthy consumer backdrop, however, should We are most bearish on the Hotels, Restaurants &
spur demand. As the year goes on, the Omicron wave Leisure sub-sector heading into 2022. The latest
should subside, pandemic-related supply constraints Omicron wave has greatly impacted consumer
should improve and close the output gap, and the spending on the service sector economy. Hotels,
consumer will be well-positioned to spend on Restaurants & Leisure businesses have also borne the
discretionary goods and services. Similarly, while tight brunt of the increased costs of labor, as the demand for
monetary policy is the path forward, it may be a while labor continues to far outweigh supply. In 2H22,
before it is restrictive, as real interest rates are still at a however, the sub-sector could reap the benefits of a
45-year low (-4.5%). We are increasingly bullish on the shift from spending on goods to spending on services,
sector as the year goes on and pertinent headwinds should the Omicron wave ease.
subside.
HOUSEHOLD DURABLES & APPAREL
INTERNET & DIRECT MARKETING
In 2021, demand was high in the home improvement
Internet & Direct Marketing Retail is the most pandemicproof sub-sector within the Consumer Discretionary
sector. Over the course of the pandemic, we’ve seen a
structural shift in spending patterns, whereby
consumers accelerated their adoption of e-commerce
platforms. With household balance sheets holding
strong despite inflationary pressures, we remain bullish
on the demand for Internet and Direct Marketing Retail
goods. We believe that consumers have become

accustomed to the convenience of online shopping and
that this trend will not relent as the pandemic unwinds.

and household durable industries, as fiscal stimulus and
significant time spent at home lead to spending on
home improvement. We can expect this trend to slow
down moving forward as stimulus will dry up and
interest rates increase. Potential supply chain issues
might have bigger impacts on more specific subindustries. Notably, for consumer electronics, footwear,
and sports apparel. Nonetheless, we believe there is a
great opportunity in luxury goods and apparel, as
inflation costs in these sub-sectors can potentially be
transferred to customers with less elastic demand.

Source: Bloomberg, JPM Global Data Watch
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Spin Master (TSX:TOY)
COMPANY OVERVIEW

CATALYSTS

 Spin Master is a leading global children's
entertainment company creating exceptional play
experiences through a diverse portfolio of innovative
toys, entertainment franchises and digital games.
 It is categorized as a children’s entertainment
company offering Toys, Entertainment and Digital
Gaming, growing from one initial product to
becoming a global leader in children’s entertainment.
 Founded in Toronto, Canada, in 1994 by two
childhood friends, Ronnen Harary and Anton Rabie
 Spin Master’s primary revenue source is from the
sale of goods, followed by entertainment and
licenses as well as digital games.

 The shutdown caused by the pandemic increases the
digital games demand, he largest segment in the
games market is smartphone games in 2021.
 A rising trend in educational games for child
development.

RISK FACTORS
 Spin Master’s need to continually seek consumer
preferences with new updates because the play and
entertainment industry are highly competitive.
 Data security and privacy are important to follow
especially, since spinmaster’s primary target
customers are children.

VALUATION SUMMARY

INVESTMENT THESIS
1. Market underweights the growth and potentials of
digital games
 Spin Master is leading in the educational games
market with licenses that are possible for new digital
games development.
 It consists solid consumer base from toys that bring a
reputation in children entertainment.
2. Market underweights the growth and potentials of the
entertainment segment
 Spin Master’s titles have, on average, the highest
demand. It utilized well on its inventor community to
generate ideas with low product development costs.

Current Price
$47.9

Current Analyst Forecast
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STOCK PRICE AND SECTOR BENCHMARK PERFORMANCE
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Best Buy (NYSE: BBY)
COMPANY OVERVIEW

CATALYSTS

 Largest Pure-play retailer in consumer electronics
and computers in North America. It takes 10% of the
consumer electronics market and 40% of all inperson electronics sales.
 Best Buy is a provider of tech related products and
services (Total-tech Membership and in-home
consultants). It has 6 product/service segments,
including consumer electronics, computer and mobile
phones, entertainment, appliances and services.

 The aging population in the US, which goes hand in
hand with the MedTech sphere they are targeting.
 The relative shift back to in-store shopping once the
pandemic subsided will benefit BestBuy as it is the
sole omnichannel player in the market.

RISK FACTORS





 Its unique value proposition, such as high-quality
customer services, competitive pricing, technical
support and great sales reach, enables it to be more
resilient in the competitive market.

Supply chain issues
COVID-19 Variants and additional shutdowns
Labor shortages for lower paying jobs
Big competition from E-retailers

VALUATION SUMMARY

INVESTMENT THESIS
1. Sustainable competitive advantage: omnichannel
shopping experience & customer service
 It has an excellent omnichannel shopping experience
and is a leader in the emerging “click-and-mortar”
business model, as well as having unmatched
customer service capabilities.
2. End-to-end service provider for home technology &
senior MedTech growth opportunity
 It is well positioned to become the leading end-to-end
service provider for technology in smart homes. It is
entering the senior MedTech space, which will
generate large growth opportunity.

Target Price
$151

Current Price
$102.5

DCF

Analyst Forecast

Comparables

52-week Range

STOCK PRICE AND SECTOR BENCHMARK PERFORMANCE
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105

155

82
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POSITION SNAPSHOT
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Etsy (NASDAQ: ETSY)
COMPANY OVERVIEW

INVESTMENT THESIS

 Etsy is an e-commerce platform offering handmade
and vintage items. It is well known for its rigorous
verification process to ensure that vintage and
handmade items respect a minimum set of rules and
characteristics.
 It has two main revenue streams. The most important
is the 5% transaction fee on each sale. The other one
is services revenue, which consists of optional
services for sellers and advertising.
HISTORICAL PERFORMANCE

 Etsy is well-positioned to retain and expand its
customer base from further removing buyer barriers
to purchase and to improve the services available for
sellers.
 Favorable consumer preference and small business
trends fuel future growth: We based our choice on
the start of an increase of the preference towards
customizable products.

HOLDING & FUTURE OUTLOOK

 Etsy earned a 23.06% total return in 2021.
 Underperformed consumer discretionary benchmark
by 1.37 % and outperformed online marketplace subsector by 18.67%.
 Contributing factors to 2021 underperformance:
Increasing demand and supply for handmade
products, but overall supply chain constraints in the
industry.

 Despite the ongoing pandemic impact on the global
market and supply chain, being well-positioned in
strategy, marketing, and product initiatives will
enable Esty to attract, engage, and retain buyers and
sellers.
 The acquisitions of Depop and Elo7 in 2021 will
potentially help Esty gain more market opportunities
and generate new consumers and sellers.

FULL
NAME (EXCHANGE: TICKER)
Lowe’sCOMPANY
(NYSE: LOW)
COMPANY OVERVIEW

INVESTMENT THESIS

 Lowe's is the world 2nd largest home
improvement retailers operating in the U.S. and
Canada with more than 2,200 stores.
 Lowe's provides product lines in appliances,
fashion furniture, lawn & garden sales, plumbing &
electrical, tools and hardware, lumber &material,
and others.
 Under home improvement retail subsector
with market capitalization of $126 billion.
HISTORICAL PERFORMANCE

 Market underestimation of the synergy benefits of
management restructuring: New management
together brought 100+ years of experience in home
improvement, improving operational execution.
 Market underweights the future growth of
remodeling activities. Consumer spending on
remodeling is upward sloping and stable despite
downturns.

HOLDING & FUTURE OUTLOOK

 Lowe’s continuously focus on building its exclusive
 Lowe’s earned a 63.33% total return in 2021.
position in home improvement. In 2021, Lowe’s
 Outperformed consumer discretionary benchmark by
acquisition of Stainmaster will expand its product
38.9% and home improvement retail subsector by
portfolio and potentially increase its market share.
2.71% throughout 2021.
 Contributing factors to 2021 outperformance: Raising
 Home-improvement chain is in a better position today,
demand for home renovation during pandemic,
with respect to its inventory position and supply chain.
improving profitability.
Source: Bloomberg
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Nike (NYSE: NKE)
COMPANY OVERVIEW

INVESTMENT THESIS

 NIKE, Inc. is engaged in the designing, marketing and
distributing of athletic footwear, apparel, equipment
and accessories for sports and fitness activities.
 It focuses its NIKE Brand product offerings in
categories such as Running, NIKE Basketball, the
Jordan Brand, Football (Soccer), Training and
Sportswear. It also markets products designed for
kids, as well as for other athletic and recreational and
outdoor activities.
HISTORICAL PERFORMANCE


 Better positioned to target increasingly younger
consumers.

 Nike earned a 18.7% total return in 2021.
 Underperformed consumer discretionary benchmark
by 5.73% and outperformed apparel and accessories
subsector by 12.64% throughout 2021.
 Contributing factors to 2021 performance: Decreased
revenue results from inventory constraints as
opposed to lack of consumer demand.

 Superior brand, marketing advantage and a strong
root in sports.

HOLDING & FUTURE OUTLOOK
 Nike has been able to partially offset decreased
revenue from lower sales volume by charging full
price for products. This highlights Nike’s pricing
power in the industry.
 Nike’s dominant position in the footwear industry
coupled with its push to accelerate direct business
gives us confidence in its long-term expansion, gross
profit margin improvement and market share gains.

FULL COMPANY NAME (EXCHANGE: TICKER)
COMPANY OVERVIEW

INVESTMENT THESIS

HISTORICAL PERFORMANCE

HOLDING & FUTURE OUTLOOK

Source: Bloomberg
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C O N S U M E R S TA P L E S

2021 SECTOR OVERVIEW
BENCHMARK PERFORMANCE

2021 DCM SECTOR PERFORMANCE

The Consumer Staples sector was the 2nd worst
performing
sector
(after
Utilities)
in
2021,
underperforming the S&P 500 by 12%. Fiscal and
monetary stimulus, coupled with successful vaccination
campaigns turned sentiment positive and away from the
traditionally defensive sector.

The Alpha Squared Fund’s Consumer Staples holdings
returned 29.9% in 2021, outperforming our sector
benchmark by 8.7%, as shown in Figure 1. We held
three companies throughout the year: Diageo (NYSE:
DEO), PepsiCo. (NYSE: PEP) and Guru Organic
Energy (TSE: GURU; added in late Dec 2021).

Food and Staples retailing was the best performing
subsector, outperforming the Staples sector by 5.0%.
This
outperformance
was
largely
attributable
to American grocer Kroger (NYSE: KR) and warehouse
grocer Costco (NASDAQ: COST) seeing significant
price appreciation of over 30% in 2021.

Our outperformance is mainly credited to the consistent
performance of Diageo, which returned 35.6% last year.
Organic net sales for Diageo grew 20% in 2021, driven

Digital grocery sales drove sales up for both companies,
and they both significantly and consistently beat bottomline analyst expectations. Grocers’ consistent and stable
earnings pushed the retailing subsector to outperform its
peer subsectors and the larger consumer staples sector.

by stellar marketing and commercial execution in all
geographical segments. Our thesis that Diageo could
take advantage emerging and growing markets like
India materialized and our price target was exceeded.
We liquidated the position in late December.
The SRI Fund’s Consumer Staples holdings performed
in line with the Staples benchmark where our primary
holding during the year was Pepsi (GURU was added in
late Dec 2020). Supply chain and input cost fears drove
Pepsi to underperform the sector in early 2021, but their
flexibility allowed them to beat earnings expectations
each quarter, leading to outperformance in the latter half
of the year. Full holdings details are provided after our
2022 Sector Outlook.
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2022 SECTOR OUTLOOK
CONSUMER STAPLES

Almost two thirds of Western Europe beverage revenue

The primary pressures felt by most sectors of the
market at this time and moving into 2022 are
inflationary in nature, stemming from commodity prices,
transportation costs and wages. The different
subsectors in consumer staples deal with these issues
in different ways based on pricing power. Companies
with weaker pricing power will experience more
difficulty in adapting to inflationary pressures and
therefore more margin compression.
While the sector as a whole remains defensive, certain
picks therein will struggle more than others, and a
discerning eye is needed to select top performers.
We believe the current environment, especially within
food and beverage, to encourage mergers and
acquisitions in the near future. Deal counts in the
packaged food space rose 31% between 2020 and
2021, and the momentum could continue. Many
companies in the space boast strong balance sheets
and may seek to optimize their product offering line.
Companies like Keurig Dr. Pepper have expressed
interest in strategic acquisitions.
Overall, we are confident in the ability of larger
consumer staples companies to retain pricing power
and market share, which can lead to a year of solid
performance.

the

pandemic

structurally

changed

Another ongoing trend that will persist into 2022 and
beyond is a shift towards healthier or plant-based drinks
and packaged food products. Meat-alternative sales are
expected to increase as new innovations and flavors are
predicted to reach market, such as seafood, bacon,
butter, yogurt and cheeses. These products are
receiving increasing marketing support.
Rising commodity cost inflation is a major risk affecting
food and beverage producers into 2022, and the key will
be companies’ ability to pass these rising costs onto
consumers or contend with pressure on their margins.
These strategies will likely separate the good from the
bad investments.
Inventory levels in the recent fiscal quarter are about
16% higher than historical levels, indicating food
manufacturers have stocked up. This could lessen the
impact of cost inflation somewhat. Inventory levels are
important to watch in the current inflationary
environment.
Figure 3: Recent Quarter Inventory Levels vs. 5-year Average

FOOD, BEVERAGE & TOBACCO
While

is derived from public venues, and about 47% of
alcoholic beverages in North America are sold in similar
locations. With away-from-home demand uncertain, it is
necessary when evaluating investments in the new year
to watch their at-home and away-from-home sales
channels.

the

consumption patterns, the biggest driver of food and
beverage trends, we are experiencing somewhat of a
return to normalcy in many areas. We now look toward
the pace at which consumers will return to venues such
as restaurants, stadiums, bars, etc. This is the catalyst
that could lead to increased sales, at or above the level
seen pre-pandemic.
Source: Bloomberg, Pipecandy Blog
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C O N S U M E R S TA P L E S

2022 SECTOR OUTLOOK
PERSONAL & HOUSEHOLD PRODUCTS

FOOD AND STAPLES RETAIL

Reopening, e-commerce and developing-market gains
continue to drive growth in the personal and household
product markets. Inflationary pressure is lessened in this
subsector due to price increases and cost savings
solidifying. Inflation is more easily passed on, by
companies like Proctor & Gamble (NYSE: PG) and

The subsector is affected by continued pressure on
labor, product and transportation costs. To partially
alleviate this cost pressure, companies are launching
productivity initiatives, such as self-checkout lanes and
enhanced pallets that facilitate replenishment.

Unilever (LON: ULVR), globally diversified market share
leaders that can put cost savings in place rather than
drastically increasing prices. They can then look to 2022
with less impacted capital-spending and advertising
budgets.
While global tourism isn’t forecasted to return to prepandemic levels until 2023, travel retail may begin to
see the beginning of a revival amid the lingering
uncertainty surrounding tourism-dependent business
channels. Travel retail makes up between 2% and 10%
of beauty and personal product sales, and growth in
travel will allow many companies in the subsector to
recoup revenue lost over the pandemic’s period of travel
shut-downs. Improvements are slow yet gradual.
Tourism remains over 50% lower now than in 2019, for
nearly all destinations.
Figure 4 below outlines common responses to the World
Tourism Organization’s survey of the main factors that
could contribute to effective tourism recovery.
Figure 4: International Tourism Recovery Survey Responses

In 2021, online shopping continued its dramatic rise. A
14% penetration rate is estimated for supermarketoperator sales by 2025. Most companies have invested
heavily in developing their own e-commerce platforms
and supply chain, as they remain major growth drivers
for the subsector. Online sales are also more profitable
than brick-and-mortar, which will mitigate margin
compression due to cost pressures.
In addition to online shopping, labor shortages and
wage pressures have led companies to invest in
increasing efficiency in stores and logistics by
eliminating repetitive tasks through robots and
automation.
Today's technology transformation will have a lasting
impact on the competitive food and staples retail
landscape. The success of this transformation will
distinguish the future leaders from the laggards.
Figure 5: % of Total Food & Beverage Sales
16%
14%
12%
10%
8%
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2%
0%
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Source: Bloomberg, UNWTO (United Nations World Tourism Organization), U.S. Census Bureau
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Guru Organic Energy (TSE:GURU)
COMPANY OVERVIEW

CATALYSTS

 Guru Organic Energy is a Montreal-based pioneer in
the organic energy drink space. It is the fastest
growing brand of its kind and third largest energy
drink brand in Quebec.

 Millennials and Gen Z are holding increasing
purchasing power and show clear signs of demand
towards cleaner and healthier alternatives.

 Capitalizing on demand trends towards organic and
healthier energy alternatives, Guru has steadily
grown in sales since going public via SPAC in late
2020.

 Guru is focused on growing its product awareness
via marketing a cleaner image than competitors and
appealing to a broader audience than “adrenaline
junkies”, the typical energy drink consumers.

 Possibility of acquisition by PepsiCo, a known serial
acquirer, with whom Guru already has a distribution
deal.

RISK FACTORS
 Competing beverage brands are slowly entering the
organic niche.
 Regulators may crack down on products boasting
high sugar or caffeine contend.
 Risk of consumer demand trends moving away from
Guru, but we view this chance as low.

INVESTMENT THESIS

VALUATION SUMMARY

Undervalued growth opportunities stemming from their
PepsiCo Canada distribution deal
 PepsiCo has become the exclusive Canadian
distributor of Guru as of October 4th, 2021.
 Guru can benefit from PepsiCo’s best in class
distribution network.
 Historically, brands in similar situations have grown
tremendously in the following years, such as
Monster Energy (MNST) or Celsius Holdings
(CELH).
 This high growth is not currently priced in for Guru.
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PepsiCo (NYSE:PEP)
COMPANY OVERVIEW

INVESTMENT THESIS

 PepsiCo is the world’s second largest food and
beverage company, headquartered in Harrison, New
York. It has operations in more than 200 countries
and regions.
 PepsiCo has expanded steadily through both organic
growth and mergers & acquisitions. Over five years,
they made over 15 acquisitions. In 2020, PepsiCo
acquired Rockstar Energy for $3.85 billion

 With thousands of brand offerings, PepsiCo is an
innovator in the food and beverage space and has
proven to be resilient when facing changing market
demand trends.
 PepsiCo’s growth opportunities in the international
and emerging markets are plentiful, supported by
their strong global presence and brand power.

HISTORICAL PERFORMANCE

HOLDING & FUTURE OUTLOOK

 Earned a return of 20.4% in 2021 and 20.1% since its
addition to the fund.
 Outperformed
the
DCM
consumer
staples
benchmark by 0.8% and the food, beverages &
tobacco subsector by 5.8% throughout 2021.
 Contributing factors to 2021 return: Stronger than
anticipated Q3 revenue growth lead to significant
stock price appreciation between October and
December.

 With ever-shifting trends in consumer demand,
flexibility will be a key for success looking forward.
PepsiCo has historically been skilled at adapting to
change and this bodes well for capturing future
growth opportunities, wherever they may lie.
 Snacking trends are increasing globally, which
PepsiCo will be sure to capitalize on as one of the
largest providers on the market.

FULL COMPANY NAME (EXCHANGE: TICKER)
COMPANY OVERVIEW

INVESTMENT THESIS

 1
 2

 1
 2

HISTORICAL PERFORMANCE

HOLDING & FUTURE OUTLOOK

 1
 2

 1
 2

Source: Bloomberg
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C O M M U N I C AT I O N S

2021 SECTOR OVERVIEW
BENCHMARK PERFORMANCE

2021 DCM SECTOR PERFORMANCE

The S&P 500 Communication Services sector rose
23.4% while the S&P 500 rose 30.6% in 2021. The
Communication Services sector outperformed the S&P
500 until late October when it began to underperform
the market due to concerns about higher-than-expected

The Communication Services benchmark increased
by 24% in 2021, compared to -35% for the
Communications holdings in the Alpha Squared Fund
(A2). Our holdings during 2021 consisted of Bilibili Inc.
(NASDAQ: BILI), Zillow Group Inc. (NASDAQ: ZG), The
Walt Disney Company (NYSE: DIS), DISH Network
Corporation (NASDAQ:DISH),Vanguard Communication
Services Index Fund ETF Shares (NYSE: VOX), and
Netflix Inc. (NADAQ: NFLX). Currently, the A2 fund only
holds Netflix.

inflation. For subsectors, Telecommunication Services
returned -8.5% while Media & Entertainment returned
29%.
In the Media & Entertainment subsector, Google, the
largest constituent in the index with more than 1 trillion
market capitalization, significantly contributed to the
increase of the index with its exceptional 67.8% return in
2021. On the other hand, due to partial reopenings between the waves of Delta and
Omicron, telecom companies did not see much revenue
growth in 2021. Consequently, the Telecommunications
subsector did not benefit from re-openings in the same
way that other industries had.

Figure 1：S&P Communication Services vs. S&P 500
135
130
125

BILI is the main contributor to this underperformance.
The A2 fund bought BILI at $105 on June 7th. Prices
later soared to $127 on June 28th generating a 21%
return in 21 days. However, when the A2 fund sold BILI
on December 22nd, prices had dropped to $47, leading
to a loss of 44.76%. BILI, alongside other Chinese
Internet companies, had huge drawdowns in their share
prices due to regulatory scrutiny from both China and
US regulators. Having learned from this, we will pay
greater attention to the regulatory risks of our holdings
going forward. This is especially important for
companies operating outside of North America. We will
also aim to diversify within the sector to get exposure
from different subsectors and avoid the possibility that
the idiosyncratic risk of a single company
disproportionately impacts our performance.
Figure 2: DCM
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C O M M U N I C AT I O N S

2021 SECTOR OVERVIEW
2021 DCM SECTOR PERFORMANCE
The Communication Services Benchmark increased by
22% in 2021, compared to -15% for the
Communications holdings in the SRI Fund. Our holdings
in 2021 consisted of DISH Network Corporation
(NASDAQ: DISH) , The Walt Disney Company (NYSE:
DIS), Vanguard Communications Services Index Fund
ETF Shares (NYSE: VOX) and Netflix Inc (NASDAQ:
NFLX). Currently, the SRI fund only holds Walt Disney
and Netflix.
The Communication Services sector in the SRI fund
underperformed the benchmark throughout the year,
only seeing a relative increase in performance in early
March with the sale of DISH Network Corporation. The
decline in performance for majority of the year can
be largely attributed to the performance of Walt
Disney, which was the only stock in our portfolio for
most of the year.

Figure 3: DCM

SRI Sector vs. S&P Communication Services
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C O M M U N I C AT I O N S

2022 SECTOR OUTLOOK
GENERAL OUTLOOK
Heading into 2022, the Nasdaq is having one of its
worst January months since 2008. With the uncertainty
surrounding Fed rate hikes and the possibility of inflation
exceeding expectations, the Communication Services
Sector is likely to struggle to generate the exceptional
returns seen in recent years.
An important aspect to consider is whether the longterm discount rate will increase substantially. The shape
of the yield curve could be one of the key indicators to
follow. Increases in both the level and the slope of the
yield curve would suppress the prices of growth
stocks. On the other hand, the sector is defensive with
respect to COVID-19 pandemic effects and stands to
benefit from continued lockdowns in 2022 due to new
variants
As investors rethink the valuation of growth stocks under
a different macroeconomic environment of higher
discount rates and higher inflation, we think companies
with good fundamentals and strong pricing power stand
to benefit. In conclusion, we have a neutral view on
the sector, but we believe there are still interesting alpha
opportunities within the high-quality segment of the
sector.
MEDIA & ENTERTAINMENT
This subsector has been experiencing positive growth
since the pandemic broke out due to the increasing
number of hours people spend on digital media and
entertainment platforms while staying home. However,
as media and entertainment are not considered
essential services, the subsector may not be defensive
if the economy performs poorly and unemployment
rates rise, leading to the tightening of household
spending.

Moreover, traditional media and entertainment
companies, such as film producers or cinema
operators, are likely to be suffering from the current
lockdown as all entertainment venues have been
temporarily shut down. It is highly possible that the
pandemic will continue for at least the first half of 2022.

TELECOMMUNICATION
During 2021, several variants of COVID-19 emerged
and were spread globally, which forced some of the
population to continue working from home. As countries
continue to impose restrictions or lockdowns, people
spend more time at home for work and leisure and use
higher amounts of data. The pandemic has accelerated
the population’s digital habits and the resulting changes
in how we work, learn, and consume entertainment will
likely last. Telecommunication companies were less
affected by the pandemic since telecom services are
considered essential services by governments.
However, as was previously mentioned, telecom
companies did not benefit from re-openings in the same
way that other industries did.
The telecommunication services sector is often
considered defensive because of the stable demand for
their products & services. Telecom companies often
have low betas and rather high dividend yields which
tend to fall less when the market drops significantly.
Going forward into 2022, if the Fed raises rates more
aggressively than the market expects, the market is very
likely to fall, and telecom companies will be in a
valuable defensive position. A report from Global X
Management LLC pointed out that “in 7 out of the 10
rising interest rate periods since 1960, high dividend
stocks outperformed the S&P 500”.
We believe that telecom companies will have a better
year in 2022 than previously.

Source: Bloomberg, Global X Management LLC
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NETFLIX INC (NASDAQ: NFLX)
COMPANY OVERVIEW

Disclaimer

CATALYSTS
 New developments in Gaming & Merchandising

 Netflix is one of the world’s leading entertainment
services with 214 million paid memberships in over
190 countries.
 Launched in 1997, it sold and rented DVDs by mail
and introduced streaming media and video on
demand in 2007.
 Netflix started content production in 2013 and
currently offers TV series, documentaries, feature
films and mobile games across a wide variety of
genres and languages.

INVESTMENT THESIS

 Popular shows that attract new subscribers

RISK FACTORS
 Possibility of slow growth in customer subscription as
Netflix grows into a mature company
 Subscriber number is lower than expectations
 Production failures
 Slow-down of production due to Covid-19

VALUATION SUMMARY

1. Consistent creation and improvement of original
content since 2013 which has led to a unique
advantage of producing high quality content that
consumers enjoy.
2. Continuous increase in customer subscription
rates, Average Revenue Per User rates and growth
margins since the pandemic.

STOCK PRICE AND SECTOR BENCHMARK PERFORMANCE

POSITION SNAPSHOT

Sources: Netflix, Bloomberg
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THE WALT DISNEY COMPANY (NYSE: DIS)
COMPANY OVERVIEW

INVESTMENT THESIS

 The Walt Disney Company is an American diversified
multinational mass media and entertainment
conglomerate.
 It operates four primary business segments: Media
Networks; Parks, Experiences and Products; Studio
Entertainment;
and
Direct-to-consumers
and
International (DTCI).

 Disney’s relatively new streaming service, Disney+
matures to a real business. Disney+ has 86.8 million
paid subscribers as of December 2020 and will
expand to cover a broader area.
 Disney has been slowly building into a subscriptionbased revenue model, which makes the company
more stable and predictable, both operationally and
financially.

HISTORICAL PERFORMANCE

HOLDING & FUTURE OUTLOOK

 In 2020, Disney experienced several highs and lows
due to the ongoing pandemic.

 The investment theses have held so far with Disney+
now having more than 118 million globally paid
customers, gaining around 44.4 million subscribers in
the last year. The company’s revenues are highly
linked with pandemic related restrictions being
eased. Its Q4 earnings report showed a 26% yearover-year increase in revenue

 In 2021, Disney’s parks and cruises temporarily
resumed operations before being shut down again.
However, the company continued to profit from its
Disney+ arm which saw an increase in subscribers to
a total of 118.1 million subscribers.

 We believe that despite missing the last quarter’s
estimates and the effects of the pandemic, Disney
 The stock underperformed the S&P 500 in 2021.
will continue to bounce back and thus we continue to
Disney performed well up until March 2021, when its
maintain a hold rating on Disney.
FULL
NAMEIt missed
(EXCHANGE:
stock COMPANY
price started to decline.
its quarterly TICKER)
expectations in Q4, resulting in a dive of 6% in its
stock price.
COMPANY OVERVIEW
INVESTMENT THESIS

HISTORICAL PERFORMANCE

HOLDING & FUTURE OUTLOOK

Source: Disney
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ENERGY

2020 SECTOR OVERVIEW
BENCHMARK PERFORMANCE

This, however, was followed by a drawdown to

Coming into 2021, Energy had been the worst

$3.561/MMBtu in December due to a warmer-thanaverage start to the heating season.

performing S&P 500 sector for three consecutive years.
But with economies reopening, and the price of oil

2021 saw a recovery of drilling activity and increased

soaring by 50%, it’s no surprise that Energy was the top
sector of 2021, outperforming the S&P 500 by 20.9%.

natural gas production. According to the EIA, gas
production in the Permian Basin contributed most to the

This marked the sector’s strongest outperformance
since 2007, when Energy outperformed the market by

overall growth in production. High US LNG exports in
2021, with new infrastructure increasing takeaway

28.9%. This of course preceded the 2008 financial
crisis, and for those who look at the rhymes of history to
repeat, this could be a worrying sign for 2022. Indeed,
high oil prices have been known to precede recessions.

capacity, also contributed to production increases.

While the demand for oil took off in 2021, such was not
the case for supply. Petroleum production increased
only modestly following OPEC and Russia production
cuts. With strong demand and limited supply, oil prices
had nowhere to go but up.
Natural gas prices were volatile throughout 2021 but
showed a clear upward trend in H2, reaching
$5.867/MMBtu, its highest level since September 2008.

Figure 1：S&P Energy vs. S&P 500

US Consumption of natural gas reached 83.0 billion
cubic-feet-per-day (Bcf/d) in 2021, in line with 2020
figures (83.3 Bcf/d). The electric power and industrial
sectors were the most prominent natural gas
consumers.
DCM SECTOR PERFORMANCE
In 2021, the DCM Energy sector returned 18.4%,
underperforming the sector benchmark by 32.8%. This
underperformance was partially due to our position in
Liberty Oilfield. Full holdings details are provided after
our 2022 Sector Outlook.

Figure 2: DCM sector performance vs. Sector Benchmark

Source: Bloomberg
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ENERGY
SECTOR OUTLOOK
ENERGY
Despite the emergence of COVID variants in 2021,
travel restrictions decreased worldwide. And as
travelling activities return, so does the demand for oil.
Of note is that current oil consumption is still below prepandemic levels, and that that demand will increase as
the economy recovers. Of course, this could all be
derailed if central banks turn overly hawkish in their
fight against inflation and in the process send the
economy back into a recession.
OIL
With a tight control by OPEC, coupled with increasing
discipline in capital flow, oil producers, both OPEC and
non-OPEC, are seeing difficulty in growing production
to match demand. While OPEC+ has extended it’s said
400,000 b/d stimulation in production into February
2022, data has shown that there have already been
consecutive months where members were behind
production targets.
Especially for December,
collectively the cartel was 100,000 b/d short from the
monthly incremental target of 400,000 b/d.
Since
OPEC+ has not been making material changes in its
stimulus strategy (either through raising target or
adjustment based on regionality), this leaves us to
speculate there is risk that OPEC+ is running close to

For the U.S., drilled but uncompleted wells (DUCs) are
dropping at a faster rate than the drilling of new wells. In
addition, there is an apparent deviation in the fracspread-to-rig ratio, indicating the change in DUC
inventory. Fundamentally, a surge of capital
reinvestment will be needed for a material increase in
rig counts and hence, production. Taking into
consideration lead time as well as limitations on capital
due to ESG concerns, it is likely that soon the US will
find it difficult to meet production expectations. Similarly,
for Canada, oil producers are seeking ways to produce
at greater capacity. As a major gas producer, Canada is
exposed to the risk of seasonality in natural gas
demand.
NATURAL GAS
According to the Henry Hub Futures Curve, the price of
natural gas in the U.S. remains flat. However, the
uncertainties in weather-related demand change and
natural gas exports could affect the U.S. market. In
addition, the EIA expects natural gas prices to begin to
decline in 2023, as production grows.

Figure 3: US Natural Gas Henry Hub

its spare capacity. With inventories being relentlessly
depleted towards historically low levels, exploration
companies will be anticipating increasing drilling
activities in 2022.

Source: Bloomberg, Pipecandy Blog
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ENERGY
SECTOR OUTLOOK
Europe’s natural gas prices are expected to remain
elevated next year. Despite the arrival of liquefied
natural gas (LNG) from the U.S. and other areas, limited
Russian pipeline flows have a significant effect on
natural gas storage. Also, it is still unclear when the
Nord Stream 2 pipeline will be approved by the German
Government.

We believe that, as standardized ESG benchmarks and
guidelines specific to the energy sector are established,
those OFS that can incorporate low-carbon technology
into their core products will become more popular.

Figure 5: Netherlands Natural Gas TTF Futures

It is important to mention the increasing attention put
toward meeting sustainability commitments by O&G
companies. With ESG becoming a mainstream focus
and being implemented into investment decisions
across industries, O&G companies are actively seeking
ways to build a strong ESG profile. Whether that means
developing green energy solution projects such as
carbon capture, utilization and storage (CCUS) or lowcarbon-intensity acquisitions to meet net-zero goals,
there will be a need for oilfield servicing companies
(OFS) to facilitate those who wish to fulfil their ESG
goals.

Figure 4: US Natural Gas Henry Hub Futures

Source: Yieldify
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Royal Dutch Shell (NYSE: RDS.A)
COMPANY OVERVIEW

CATALYSTS

 Royal Dutch Shell is a Dutch integrated energy
company. Most of the firm’s revenues are derived
from its downstream activities.
 The company has ventures all around the globe.
Shell also owns the biggest network of retail gas
stations compared to its competitors.
 Shell is also a major player in liquified natural gas,
which is natural gas that is liquified at low
temperatures.
 Renewables is also part of the long-term plan of
Shell, as it has started to invest in alternative sources
of energies. Most notably, Shell is investing in
hydrogen and offshore wind turbines.

 Demand for oil and gas will increase in the short run
as lockdowns and restrictions will be lifted.
 The shift towards greener energies has been
accelerated by the current pandemic in developed
countries
 LNG is seen as the best replacement for coal in
developing countries

RISK FACTORS
 Regulations represent a major risk for all energy
companies. With changes in administration come
volatility in legislation, which could disrupt oil and gas
related activities.
 The volatility in O&G supply and demand makes
predicting future prices extremely difficult.
VALUATION SUMMARY

INVESTMENT THESIS
 Shell will be able to profit from the growing demand
of LNG through its leadership position in this sector.
With projects such as Prelude LNG and Coastal
GasLink in play, the firm is bound to take advantage
of the increasing demand of LNG in developing
countries.
 Shell’s exposure to renewables makes the firm better
prepared for a greener future. Moreover, the
company will be able to use those green energies in
its retail network, which is a differentiating factor.
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0
$69,658.00
4.06%

SRI Fund

20
0

0%

Holding Period Return
Benchmark: S&P500 Index
S&P500 Energy Index
RDS/A US Equity

S5ENRS Index

27.3%
-25.6% Underperform
27.7%

Outrperform

SPX Index

Source: Bloomberg
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Liberty Oilfield Services (NYSE:LBRT)
COMPANY OVERVIEW

INVESTMENT THESIS





Liberty Oilfield Services is an American company
operating in the Exploration and Services subsector. The company specializes in hydraulic
fracturing, stimulation, and engineering services.

Liberty operates mostly in the United States, but
also possesses a few fleets in Western Canada.
The company distinguishes itself from the
competition
through
its
higher
supplier
performance.
HISTORICAL PERFORMANCE

HOLDING & FUTURE OUTLOOK





LBRT
experienced
a
difficult
2021,
underperforming the S&P500 Energy Index
(S5ENRS) by 37%. This underperformance was
experienced throughout the E&P sector, where the
market was unsure of the sustainability of high oil
prices, rendering them wary of investing in the
E&P sector, which is typically highly correlated
with upstream CAPEX investment.





The impact of increasing North American energy
production is misjudged by the market.
The benefits of the merger with OneStim have
been undervalued by the market.

Liberty is poised for a rebound after a difficult
2021. Liberty’s acquisition of Proppant Express
Investments in October of 2021 will modernize its
equipment fleet as well as enhance its ESG
activities.
Liberty is well positioned to capitalize on industry
fundamentals in the 1H of 2022.

TC
Energy
Corporation
TRP)
FULL
COMPANY
NAME(TSX:
(EXCHANGE:
TICKER)
COMPANY OVERVIEW

INVESTMENT THESIS

 TC Energy (formerly Trans Canada Energy) is a
Canadian Energy Infrastructure company that owns
and operates projects across Canada, the US and
Mexico
 The vast majority of TC Energy’s revenue is
generated through its Natural Gas pipelines, while
only around 1/5 is generated through its high-profile
Liquids pipeline projects.

 Multiple projects in place and in construction, such as
Coastal GasLink, allow TC Energy to benefit from
increased North American energy exports
 Mexican operations well positioned to capture growth
in Mexican natural gas demand
 Stable and predictable utility-like cash flows through
Take or Pay contracts in regulated industry

HISTORICAL PERFORMANCE

HOLDING & FUTURE OUTLOOK



 TC Energy’s familiarity with using renewable energy
to power its pipelines is gaining traction among
analysts.
 Energy transition presents a growth opportunity for
TC Energy to expand beyond core hydrocarbon
business, leveraging expertise in developing and
operating large regulated infrastructure projects
along linear corridors



TC Energy total return underperformed the
S&P500/TSX Energy Index (STERNS) by 20%.
The ongoing lawsuit opposing TC Energy, 21 US
States and the Province of Alberta against the
Federal U.S. Government has been a source of
turmoil for the company.

Source: Bloomberg, TC Energy
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FINANCIALS

2021 SECTOR OVERVIEW
BENCHMARK PERFORMANCE
The Financials sector was a big beneficiary of the
general economic recovery this past year. It went from
being the third worst performing sector in 2020 to the
third best in 2021, outperforming the S&P 500 by 6%.
Below we highlight some of the factors that drove
subsector performance in 2021 and provide our outlook
for 2022.

Insurance (-3.73% relative to Financials in 2021):
Low interest rates in 2021 continued to wreak havoc on
the investment income of insurers. In addition, with the
resurgence of new COVID-19 variants, claims continued
to be unpredictable.
The industry saw continued investments this year in
digital insurance and expansion in Insurtech, but also

Banks (+0% relative to Financials in 2021):

suffered a 31% increase in cyberattacks.

Banks spent much of 2020 extending loan loss reserves
in response to the impact of the coronavirus pandemic.
But with the economy on the road to recovery this year
and with the aid of substantial government stimulus,
banks were able to free up much of those reserves,
which played a major role in propelling their profits to alltime highs.

Diversified Financials (+1.74% relative to Financials in
2021):
Within diversified finance, the Investment Banking
subsector had a banner year in 2021. Total investment
banking revenue for Canada was US$5.2 billion in 2021,
a 50% increase from 2020. A report from Refinitiv
showed that global investment banking fees increased
by 22% to US$159 billion in 2021, which is the highest
level on record. The financial sector was the largest

Regarding the valuation of the industry, we saw a 27%
increase in the price-to-book ratio in 2021, from 1.32 to
1.68. It means that investors expect banks to generate
more value from the assets. During the covid crisis,
customers have accumulated cash, paying early on
existing credits and showing less demand for new loans,
which created an excess of liquidity for the banks.

driver of that gain, accounting for almost one third of the
total. The asset management subsector also performed
well in 2021. Brookfield Asset Management, for
example, produced a 47% total return.

Figure 1：S&P Financials vs. S&P 500
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Source: Bloomberg
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FINANCIALS

2021 SECTOR OVERVIEW
2021 DCM Performance
The Alpha Squared and SRI Funds Financials positions
underperformed their respective sector benchmarks by
7.5% and 10.7% in 2021. Throughout the year, we
increased the funds’ weights in Financials by adding
three new positions in the Alpha Squared Fund (Royal
Bank of Canada, PayPal, and Manulife), and 2 new
positions in the SRI Fund (TMX, and PayPal). We also
held MSCI Inc and Chubb throughout 2021.

140
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The performance of our funds was mainly driven by
MSCI and RBC, which returned 37% and 28%,
respectively. However, MSCI is the only stock of our
portfolios that outperformed the Financials benchmark
by 5.3% due to high subscription revenues for Index and
ESG data combined with large inflows into Index funds.
We expect strong performance to continue based on
growth from ESG data and growth of its Index funds
income. RBC posted strong Q4 numbers based on its
highly credit worthy customer base and strong income
from its diversified model. It improved its CET1 ratio
from 13.6% to 13.7% over the last fiscal and we expect
it to continue its strong performance over the coming
year. Manulife largely underperformed its benchmark in
2021 due to the overall, low-interest-rate environment,
but has shown clear signs of improvement for the first
month of 2022 with hopes of interest rates hikes which
is immensely beneficial for the insurance sector.`
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FINANCIALS

2022 SECTOR OUTLOOK
Banks

Insurance

We expect loan growth to improve in 2022 and deposit

Looking to the future, the growth of the EV market could
pose a threat to traditional car insurers as EV makers
look to compete in the car insurance business. This is
specially significant when we take into account the new
types of insurance like Tesla Insurance, which uses

growth to slow as customers use some of their excess
savings and increase spending. Combined with the
increase in interest rates, this loan growth will generate
more profit for the banking industry, which explains the
higher price-to-book ratio.
Rising interest rates should also help banks in the near
term as higher rates are typically associated with higher
net interest margin. Moreover, as economies continue to
recover, so too will the demand for credit and loan
volume origination. To be sure, origination may decline
in rate-sensitive forms of credit, including mortgages.
Overall, US bank revenue is forecast to grow at an
annualized 5.3% rate to $1.1 trillion from 2022 to 2026.
Since banks make a substantial portion of their money
from interest, and based on the current and forecasted
macroeconomic environment, we remain bullish on the
banking sub-sector.

Diversified Financials
Within the Diversified financials subsector, we expect
the investment banking sector to continue performing
well due to the expectation of a large number of IPOs in
2022 after a record breaking 2021 year as well as many
SPAC listings. We also expect the trend toward passive

asset management to continue and expect companies
such as MSCI to take advantage of this trend going
forward. In the fintech sector on one end, we expect
company valuations to correct slightly due to increasing
interest rates but still believe that this sector will
continue to provide strong performance due to high
interest in cryptocurrencies, NFTs, and the global trend
towards digitalization.

clients’ real-time driving data and prices their premiums
accordingly. The company says an average driver could
save anywhere between 20% to 60% on their monthly
premium payments. Although it is still only catering for
only five US states, it is planning on expanding
nationwide and is already covering non-Tesla cars of
Tesla owners.
With December inflation coming in at 7%, premiums of
P&C insurers are expected to rise with the rise of
property prices. Life insurers, who have been switching
most of their offerings to the unit-linked model will
continue to do so. They cannot afford to give a
guaranteed minimum return to their policy holders as the
investment income of the major insurers has been
decreasing in-line with the lower interest rates in the
past two years. For this reason, this new product links
policy return to market return, hence enabling
companies to transfer a portion of their winnings in the
market without having a definite return to guarantee,
allowing them to not incur costs in this low-rate
environment.
Investment income is set to increase as rates normalize
with Fed rate hikes. While claims will normalize with the
decrease of COVID-19 cases, their costs are expected
to move in line with inflation.
For the time being, we are neutral on Insurance with a
Bearish outlook. We should wait and monitor the coming
months and market movements, especially in the wake
of the new COVID variants to be able to really take a
definite stance on this subsector.
Desautels Capital Management
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Manulife (TSX: MFC)
COMPANY OVERVIEW

CATALYSTS

 Manulife Financial Corporation is a Canadian
multinational insurance and financial services
provider founded in 1887 and headquartered in
Toronto, Ontario.
 The first and largest insurance company in Canada,
the 28th fund manager in the world.
 The company has over 37,000 employees and
118,000 agents worldwide and serves over 30 million
customers.
 Its segments contain 32% in asset management,
25% in individual insurance, 21% in group insurance.
Geographically, it earns only about 16% of its net
income from Asia, 31% in Canada, 16% in the U.S.,
and 5% in the U.K.

 Improving demographics in Asia: As the population in
Asia is becoming richer, better educated, and older, it
creates an optimal environment for the company to
capture the growing addressable market.
 Improving Interest Rates: Higher interest rates imply
better investment income for the company.
 Strong performance of Equity Markets.

RISK FACTORS
 Poor performance of equity markets.
 Persistence of low-interest-rate environment.
 Adverse changes in Regulation in Asian countries
could derail the company’s growth plans.
 Significant claims caused due to future waves of
Covid-19, however this is highly improbable.

VALUATION SUMMARY

INVESTMENT THESIS
 High Growth Due to Asia Markets: Average
insurance penetration is under 3% in Asia compared
with roughly 8.5% in Europe and North America.
Penetration is expected to increase due to improving
disposable
incomes,
financial
infrastructure,
educational infrastructure and increasing average
age. We expect it to reach the world average of 7.3%
by 2030.
 The Digital Dividend: Average underwriting costs
are expected to reduce due to the shift towards
digital sales. Underwriting is expected to improve by
using data and Artificial Intelligence to better predict
risk, leading to better margins overall.

STOCK PRICE AND SECTOR BENCHMARK PERFORMANCE
500
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POSITION SNAPSHOT
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$24.66
4710
$116,219

Portfolio Weight: A2 Fund

4.20%

Holding Period Return

6.30%

Benchmark: S5FINL

1.10%
Outperform

Source: Bloomberg
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PayPal (NASDAQ: PYPL)
COMPANY OVERVIEW

CATALYSTS

 PayPal is an online payment platform that offers
individuals and businesses low-cost services such as
payment processing, gateway, P2P, remittances
etc.
 The company also offers a variety of related services
including debit cards for payments, POS, lines of
credit, invoicing software, and merchant services
 With more than 400 million active users and 20
million active merchants on its platform, PayPal has
the largest share in the digital payments industry.

 Post-COVID world will experience an increase in
demand for digital payments solutions, including
debit and credit cards, QR code, POS solutions,
digital wallets etc.
 The concept of a superapp is new for the western
world since successful superapps have mainly been
launched only in China.

RISK FACTORS
 Strong competition from major players (Amazon,
Apple etc)
 Changes in regulatory environment locally and
internationally
 Margin vulnerability due to dependence on third
parties in the payment network.

VALUATION SUMMARY

INVESTMENT THESIS
 The growth opportunities in the global digital
payment space are underappreciated, while PayPal
is in a strong position to benefit from the industry
growth due to its market share.
 PayPal is positioned for particularly strong growth
given its new SuperApp. The market is failing to
realize the new addressable market worth around
$4.8 tr that PayPal’s SuperApp will create.
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ROYAL BANK OF CANADA (TSX: RY)
COMPANY OVERVIEW

INVESTMENT THESIS

 RBC is a global financial institution provides
diversified financial services to over 17 million clients
in Canada, the U.S. and 34 other countries. It is also
the largest bank in Canada.
 Its diversified model covers the traditional borrowing
and lending business accounting for 37% of its
earnings, 21% for the Capital Markets segment, 26%
for the Wealth Management, 11% for the Insurance
and 5% for the Investor and Treasury Services.
HISTORICAL PERFORMANCE

 Resilience: RBC has only 14.4% COVID-sensitive
sector exposure: the lowest level among the Big
Five. Combined with a creditworthy customer base
and CET1 ratio of 12.5%.
 Interest Rates: RBC’s fee-based income accounts for
more than 50% of its revenue, which is the highest
among its peer group. We believe its diversified
business model along with its resilience will help
deliver value in the coming years.

 RBC returned 28.25% over 2021, underperforming
the sector by 6.11%
 Royal Bank of Canada's net income grew to C$16.1
billion in 2021, a 41% increase to that of 2020
(C$11.4 billion)
 18.6% return on common equity, up from 14.2% in
2020

 Uncertainty regarding the covid sensitive sectors
has significantly reduced over the past year. Due to
this, the first Thesis has been priced in. However, its
creditworthy customer base makes it a strong bank to
hold in 2022.
 We expect RBC to take advantage of the increasing
interest rates due to its position as the largest bank in
Canada. Its diversified business model and high level
of expected activity in the capital market makes it a
top contender among the big banks in Canada.

HOLDING & FUTURE OUTLOOK

FULL
NAME (EXCHANGE: TICKER)
MSCI COMPANY
Inc
COMPANY OVERVIEW
 MSCI is a financial information service company that
operates in three segments: index (subscription and
asset-based fees), analytics, and others (including ESG
and Climate products)
 Founded
in
1969,
counts
blue-chip
asset
owners/managers and other financial intermediaries as
its customers
 Covers equity, FICC, and other private markets

HISTORICAL PERFORMANCE
 In 2021, the stock has experienced returns which have
vastly outperformed those of the S&P Financials
sector. The return on this position has been of 37.21%
in 2021, outperforming its benchmark by 6%.
 The business is managing to both increase its market
while increasing its efficiency and margins and could
further expand its scope of operation through its
promising ESG business.
Source: Bloomberg

INVESTMENT THESIS
 Increasing awareness of the company and market
share in the investment information and data sector.
Cross-selling services with a high specialization in
index-linked ETF AUM growth and derivative trading
 Increased presence of ESG and Climate-related
services, data analysis, and ratings.
 Well positioned international exposure, especially in
the high growth China and HK markets.

HOLDING & FUTURE OUTLOOK
 Investment thesis continues to hold, and we
recommend holding the position as the company finds
itself in a stronger position with high margins.
 The expansion of the ESG services and analysis in
both the credit and equity market seem to be a new
business opportunity for management.
 The higher market penetration and the high client
retention rate could further expand the quality and
quantity of data and through cross-analysis.
Desautels Capital Management
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Chubb Ltd (NYSE:CB)
COMPANY OVERVIEW
 Chubb is the world’s largest publicly traded P&C
insurance company. Chubb sells P&C insurance, life
insurance and reinsurance through subsidiaries, to
commercial and personal customers in 55 nations.
 The largest segments are North America Commercial
P&C Insurance (over 40% of net premiums earned)
and Overseas General Insurance (some 25% of net
premiums earned)

INVESTMENT THESIS
 Life insurance: Chubb is well positioned to gain life
insurance market share in Asia Pacific, especially in
China, where insurance services remain an
underdeveloped industry.
 Cyber insurance: Chubb remains among the 3 main
players in the US cyber insurance industry, that is
forecasted to grow at an annualized rate of 6.2% to a
market of $3.4 bn in the next 5 years to 2025.

HISTORICAL PERFORMANCE

HOLDING & FUTURE OUTLOOK

 Chubb returned 29.1% over 2021, outperforming its
sector by 0.3% and underperforming the subsector
by 5.23%.
 Chubb continues to demonstrate average doubledigit growth with its P&C net premiums written in Q3
2021 up 16.9% YoY.
 P&C underwriting income in Q3 2021 was up 58%
YoY, which reflects the company’s underlying
strength of businesses and a move towards
diversification of revenue sources.

 Chubb announced it will acquire the personal
accident supplemental health and life insurance
businesses of Cigna in Asia-Pacific for $5.75 billion
in cash. These operations generate approximately $3
billion in premium revenues.
 Both investment theses remain strong; Chubb’s
exposure to fast growing international markets, its
diverse product mix and its combined ratio
consistently above peer average make Chubb a
stock we want to keep in our fund for the foreseeable
future.

FULL
COMPANY
NAME (EXCHANGE: TICKER)
TMX Group
(TSX:X)
COMPANY OVERVIEW

INVESTMENT THESIS

 TMX is a multi-asset class exchange group operating
cash and derivative markets and clearinghouses for
equities, fixed income and energy markets.
 It provides clearing facilities, data products and other
services to its clients
 Operates TSX, TSXV, Alpha and MX exchanges

 Due to its extreme market dominance in Canada,
TMX is poised to benefit disproportionately from postCOVID growth
 Increased IPO listings volume in the innovations
sector will drive revenue and be a source of growth
 Market underestimates Derivatives volume growth
potential to Asia and other foreign markets

HISTORICAL PERFORMANCE

HOLDING & FUTURE OUTLOOK

 TMX was added to A2 fund in 2019 and to SRI fund
in 2021 due to our update of investment thesis.
 TMX returned 1.2% in 2021 underperforming the
sector by 20% and the subsector by 32%.
 Revenue and net income in Q3 2021 were up 11%
YoY, due to increase in revenues from Capital
Formation, Derivatives Trading and Clearing, Global
Solutions, Insights and Analytics and CDS.

 TMX looks towards expanding into new asset
classes, such as crypto, new classes of ETFs and
more for 2022
 Despite TMX’s underperformance in 2021, we intend
to hold TMX for a while, albeit under keen
observation, as we start to observe an increase in
revenues from various segments. Thecoming days
would provide greater clarity on COVID situation and
macroeconomic outlook.

Source: Bloomberg
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H E A LT H C A R E

2022 SECTOR OUTLOOK
BENCHMARK PERFORMANCE
In 2021, the Healthcare industry underperformed the
S&P 500 Index by 2.52%. For the three subsectors in
which we have holdings, the Lifesciences Tools and
Services subsector outperformed the Healthcare sector,
by 12.48%. In contrast, the Healthcare Technology
subsector
and
Pharmaceuticals
subsector
underperformed the benchmark by 6.34% and 0.38%,
respectively.
So far, the Healthcare sector has lagged the broader
market for three consecutive years. In 2021, the
Biotechnology subsector's poor performance hindered
the entire sector's performance. However, robust growth
in Life Sciences Tools and Services and Healthcare
Providers and Services helped counterbalance the
decline. On the one hand, investors' rotation from
growth stocks to value companies, as they show more
interest in high-quality stocks over smaller, less liquid
rivals like biotech stocks, could explain Biotechnology's
underperformance since February. The departure of
FDA commissioners, on the other hand, left the agency
in a state of flux and inconsistency, which impacted drug
reviews and regulatory decisions. We believe, however,
that the headwinds are primarily temporary and do not
outweigh the industry's long-term growth potential.

2021 DCM SECTOR PERFORMANCE

The Healthcare holdings for the Alpha Squared Fund
have returned an overall 6.00% throughout 2021,
representing an underperformance of 18.85% relative to
the healthcare benchmark. Our holdings during 2021 for
the Alpha Squared Fund consisted of Danaher (NYSE:
DHR), Veeva Systems (NYSE: VEEV), as well as
Teladoc (NYSE: TDOC). Veeva underperformed the
benchmark by 31.99% while Teladoc underperformed
the sector benchmark by 29.23%. These altogether
resulted in the underperformance of the A2 positions in
2021.

Figure 2: DCM A2 performance vs. S&P Healthcare
A2 vs. Benchmark
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Source: Bloomberg, FNArena, PharmExec

Desautels Capital Management
MMF Annual Report 2021

114

Consumers

Communications

Energy

Financials

Healthcare

Information Technology

Materials

Real Estate

Renewables

Program Alumni

Disclaimer

H E A LT H C A R E

2022 SECTOR OUTLOOK
2021 DCM SECTOR PERFORMANCE
The S&P 500 healthcare benchmark generated a return
of 24.96% throughout 2021, compared to 14.48% for the
healthcare holdings in the SRI Fund, which represents
an underperformance of 10.48% by the SRI positions.
Our holdings at the end of 2021 for SRI Fund included
three companies: Axsome Therapeutics (NASDAQ:
AXSM), Danaher (NYSE: DHR), and Teladoc (NYSE:
TDOC). During 2021, we sold our holdings of Vertex
Systems while we purchased Teladoc. Even though
Danaher generated a return of 47.18%, the
underperformance of SRI holdings relative to the
benchmark is primarily driven by the poor performance
by Axsome, which underperformed the sector
benchmark by 58.16% in 2021. Teladoc also
underperformed the benchmark by 29.23%.

Figure 3: DCM SRI performance vs. S&P Healthcare
SRI vs. Benchmark
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H E A LT H C A R E

2022 SECTOR OUTLOOK
General Outlook

Pharma, Biotech, Life Science

COVID-19 has been the single most important factor
affecting equity markets in 2021, and the Healthcare
sector was no exception. The vaccine makers have
been the biggest winners of the pandemic with
Moderna, Pfizer and BioNTech all earning significant
returns. Other big winners include life sciences firms
such as PerkinElmer, Thermo Fisher and others, partly

In 2021 the Life Sciences segment outperformed the
market significantly, while the Pharmaceutical and
Biotech segments lagged. We believe this trend will
continue into 2022.

because of their direct involvement in COVID testing
(antigen as well as PCR). Telehealth firms like Teladoc
and Amwell did very well in early 2021 but those gains
were paired throughout the year, and they now trade at
more modest multiples. However, it wasn’t all positive
news in the Healthcare sector. The reduction in elective
procedures has adversely affected the bottom lines of
companies like Abbvie (which makes Botox) and others
like the medical device makers. This was more apparent
in 2020 but the recovery in 2021 was not as strong as it
could have been without the drag caused by COVID-19.
The significant strain the pandemic has placed on
hospitals and long-term care facilities has led to
increased attrition rates of healthcare workers. Outside
of Covid, Biogen and the FDA have been all over the
news due to the FDA’s very controversial approval of
Biogen’s Alzheimer's drug Aduhelm, for which the
clinical trial results have been quite controversial, and
multiple FDA board members even resigned following
the drug’s approval.
In 2022, we believe the biggest drag on the healthcare
sector will come from the services sub-sector, which
includes firms that operate healthcare facilities, as they
will continue struggling to retain employees and will
need to offer higher compensation to attract the talent
back, leading to increased expenses and reduced
performance.

The Biotech sub-sector is one with strong potential for
innovation, however it is also very speculative and
volatile since many Biotech firms are in the research
and development phases and have low to no earnings.
As is already evident, the inflationary environment we
are currently in is a big drag on companies whose
earnings are uncertain and far in the future like Biotech,
which already puts them at a disadvantage. The trouble
is compounded by the very real chance of significant
interest rate hikes by central banks, since these R&D
intensive companies rely heavily on borrowing. This will
make it more expensive to borrow and grow, and
Biotech will likely struggle in 2022 and will therefore be
a drag on the sector’s performance.
The Pharmaceutical sub-sector has a positive outlook in
2022 as there continues to be a push for COVID-19
treatments. A close eye must be kept on the FDA
situation, as their approval of Biogen’s Aduhelm has
reduced the public’s trust in the agency. Currently, Eli
Lilly is in late-stage development of a similar drug, and
we think the FDA will be under pressure to prove its
trustworthiness, likely causing more scrutiny for LLY’s
new drug application and may do so for other
Pharmaceutical NDAs in the near-term. This may not
affect the sub-sector as a whole; however, it is
something to keep track of in the short term as through
stricter requirements it could translate to reduced growth
prospects for Pharma and Biotech firms and it has the
potential to negatively affect the sub-sector in the
coming year.

Source: Bloomberg, Statista, Deloitte
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H E A LT H C A R E

2022 SECTOR OUTLOOK
Pharma, Biotech, Life Science
The Life Sciences sub-sector we believe will continue to
outperform as demand for their products due to COVID
will remain robust as new variants emerge. The
continued growth of biologics will also positively affect
the Life Sciences sector in 2022.
Figure 4: Global medicine spending forecast
Value in Billions of USD
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In 2022, we believe the growth in telemedicine will
continue as the benefits to consumers and payers are
realized, especially in the treatment of chronic
conditions and mental health.
Lastly, the VBP (Volume Based Procurement) policy
that was introduced in China in 2021 may adversely
affect the healthcare sector across the board. There has
already been a 48.75% price cut for insulin due to the
policy which negatively affected Eli Lilly, Novo Nordisk
and Sanofi, the three biggest insulin providers in China.
One of our fund’s holding’s, Danaher, gets around 15%

1000

of its revenues from China. Similar policy changes and
potential effects to both pharmaceutical companies and
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Global Medicine Spending

Equipment & Services
In 2022 another drag on the healthcare sector will come
from the Services sub-sector, specifically due to
increased expenses related to salaries in the hospitals
and long-term care settings that have been adversely
affected due to COVID-related high attrition rates.

their suppliers should be kept under close monitoring.
Figure 5: global market size of medical devices
Value in Billions of USD
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In the Medical Devices sub-sector, we do not believe
that there will be significant changes to elective

Market Size

Figure 6: Market size of Telemedicine

surgeries and other procedures like in 2021, however it
may occur and if it does, it may adversely affect the
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firms that provide the tools and devices used in these.
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like to highlight Telehealth. 2021 has seen strong
growth in this market segment that built upon its rapid
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adoption in 2020 as the pandemic began.
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Source: Bloomberg, Statista, Deloitte
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Teladoc (NYSE:TDOC)
COMPANY OVERVIEW

CATALYSTS

 Teladoc Health, Inc. is a multinational telemedicine
company and provider of virtual healthcare services
that is based in the United States. It was founded in
2002 and it is headquartered in Harrison, NY.

 Numerous clients adding Teladoc to their workforce
benefits plan and rising number of patients trying it.
 The vast network of doctors, its accessibility, and
important
costs savings opportunity for clients,
especially for patients with chronic care needs.
 The rapidly expanding telehealth market and
Teladoc’s first-mover advantage in telehealth.

 Teladoc is currently the market leader in the
Telehealth sector.
 Teladoc focuses on virtual medical care, mental
health care and wellness care, and serves
employers, health plans and hospitals and health
systems. In 2020, Teladoc acquired the leader of
remote chronic care delivery, Livongo, in a $18.5B
deal, adding to the company’s expertise and
increasing value.

RISK FACTORS
 Legal and Regulatory Challenges
 Rapid Technological Challenges and Cybersecurity
 Accessibility challenges due to the price of
technology and internet access in emerging countries
and rural areas.

VALUATION SUMMARY

INVESTMENT THESIS

1. Market conditions favor rapid expansion for Teladoc.
Current Price
Target Price
$91.82
$147.14
 Given the expected rise in healthcare spending, the
US government is expected to keep expanded
telehealth service coverage permanent for its costDCF base case 65
254
saving benefits.
2. First-mover advantage in emerging industries.
Comparables 27
235
 As the first to dominate the telehealth industry,
Teladoc has a great opportunity to maintain and
Current Analyst forecast
91
195
expand its market share
3. Global Expansion through Investment and
52 weeks range 79
295
Acquisitions.
 Its expansion of international operations offers
diversification benefits,
STOCK PRICE AND SECTOR BENCHMARK PERFORMANCE
POSITION SNAPSHOT
Date of Inception to DCM

130

2021-12-22

Average Cost (USD)

110

$94.73

Shares Acquired: A2 Fund

90

533

SRI

760

Fund

70

Total Value Invested

50

$122,084.65

Portfolio Weight: A2 Fund

30

2.07%

SRI Fund

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
TDOC US Equity

S5HLTH Index

SPX Index

Source: Bloomberg, Teladoc 2021 Investor presentation, McKinsey, Allied Market Research

2.80%

Holding Period Return
Benchmark: S5HLTH
S&P500 Health Care Index

-4.30%
0.64% Underperform
-1.69% Underperform
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Axsome (NASDAQ:AXSM)
COMPANY OVERVIEW

INVESTMENT THESIS

 Axsome Therapeutics operates as a clinical stage
biopharmaceutical company.
 It is headquartered in NYC and has a market
capitalization of $1.08B.
 The company develops novel therapies for
management of central nervous system (CNS)
disorders and pain, with two NDA accepted for AXS05 and AXS-07 and waiting for FDA approval.

 Rigorous BTD Therapies are expected to be
approved at the same rate as other drugs. Closer
examination and guidance from the FDA leads to a
90% approval rate instead of 65%.
 BTD-designated firms capture high market share
quickly compared to competitors with non-BTD
designation. The market misestimates the effect of
the ramp-up time on BTD’s market share.

HISTORICAL PERFORMANCE

HOLDING & FUTURE OUTLOOK

 Axsome earned a return of -33.1% in 2021 and a HP
return of -49.82%
 It underperformed the Healthcare benchmark by 59.2% and the Pharmaceutical sub-sector by -58.9%
throughout 2021.
 Contributing factors to 2021 underperformance
include: the delay in FDA approval and request of
further documentation that created investors
pessimism but was then canceled by the FDA.

 Although the pandemic has led to a delay of NDA
treatment process, AXS-05 BTD status makes the
drug eligible for accelerated approval and priority
review. FDA decision is expected by the end of Q1
2022 and could impact positively on the stock price.
 Despite AXS-05, the company has a host of drugs in
its pipeline to power shares higher in 2022. AXS-07
is also waiting FDA approval and its second
promising BTD drug, AXS-12 is currently in phase III
of clinical trials.

FULL
COMPANY
NAME (EXCHANGE: TICKER)
Danaher
(DHR: DHR)
COMPANY OVERVIEW

INVESTMENT THESIS

 Danaher Corporation is a medical conglomerate
operating in 3 divisions: Life Sciences, Diagnostics,
Environmental & Applied Solutions.
 It is headquartered in Washington, DC and has a
market capitalization of $ 209.59B.
 The company has more than 15 subsidiaries
operating in various segment of the health care
sector.

 Danaher is positioned to take advantage of currently
weakened acquisitions market. Through disciplined
M&A, Danaher is strategically diversifying its portfolio
and and making its way in other health care related
markets.
 DBS allows Danaher to capitalize on future growth of
Healthcare M&A market, allowing the company to
successfully integrate their new acquisition to the
Danaher modus operandi while creating value.
HOLDING & FUTURE OUTLOOK

HISTORICAL PERFORMANCE
 Danaher earned a return of 47.2% in 2021 and a HP
return of 28.98%.
 It outperformed Healthcare benchmark by 21.1% and
Life Science sub-sector by 8.5% throughout 2021.
 Contributing factors to its 2021 outperformance
were: the continued demand for diagnostic testing,
supplies, and strategic acquisitions.

 The pandemic continues to create good
market conditions for companies in the Life
Science sub-sector, with a steady growth in demand
for supplies and equipment. As one of the leaders of
this sub-sector, Danaher is poised to continue to
take advantage of this growing demand.

Source: Bloomberg, Axsome 2021 Annual report, and Investor presentation, FDA, Danaher 2020 Investor presentation
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I N F O R M AT I O N T E C H N O L O G Y

2021 SECTOR OVERVIEW
BENCHMARK PERFORMANCE

2021 DCM SECTOR PERFORMANCE

Throughout 2021 the Information Technology sector
performed in line with the S&P500 with periods of over
and underperformance until the beginning of October. In
the remaining 3 months of the year, the IT sector
outperformed the S&P 500 Index. The yearly return of
33.4% for the IT Sector was 6.5% higher than
the S&P500 ‘s 26.9%.

[We currently hold 8 companies within the IT sector.
Previous holdings from 2020 include, Veeva Systems
(NYSE:VEEV), Cloudflare Inc. (NYSE:NET), Mastercard
(NYSE:MA),
Block
Inc.
(NYSE:SQ),
Okta
(NASDAQ:OKTA), and Advanced Micro Devices
(NASDAQ:AMD). Two positions were added in 2021,
Vizio (NYSE:VZIO) and Western Digital (NYSE:WDC).
In 2021 we sold our position in NIO (NYSE:NIO) due to
risks associated with the VIE structure of Chinses

The S&P500 and IT sector’s performance was driven by
the strong performance of the overall economy and the
supportive policies of the Federal Reserve. The IT
Sector’s outperformance can be attributed to the strong
execution and growth of these companies. Additionally,
the economy remained reliant on these companies as
new variants of COVID-19 continued the work from
home trend.
The IT sector is composed of 6 subsectors, most
performed better than or in line with the index. The best
performing
subsector
was
semiconductors
&
semiconductor equipment with a 48.7% return, the worst
performing subsector was IT Services with a 3.9%
return.

companies listed in the US.
In 2021 our IT sector holdings had a return of 39.9% for
the SRI fund, and 48.2% for the Alpha Squared fund,
which is an overperformance of 6.5% and 14.8%
respectively compared to the IT Sector benchmark. In
2021, the top performer out of our holdings was
Cloudflare Inc. with a return of 73.0%, while Block Inc.
performed the worst with a return of -25.8%. Our
strategic positions have allowed both of our IT funds to
outperform the impressive returns of the S&P500 and
the higher returns of the S&P500 IT sector.

Source: Bloomberg
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I N F O R M AT I O N T E C H N O L O G Y

2022 SECTOR OUTLOOK
INFORMATION TECHNOLOGY
In 2022, the IT sector is well positioned to continue to
take advantage of the work from home trend, the
increased demand for cybersecurity, and adoption of 5G
technology. There are challenges to be cautious of,
including the big tech crackdown and semiconductor
shortages. Additionally, valuations of companies within
the IT sector may be affected by the less
accommodative policy of the Federal Reserve as they
are projected to raise interest rates in 2022.

Key Issues in 2021

Prospects for
2022

Global Supply Chain

Cybersecurity
Demand

Chip Shortage

5G Application

PostPandemic Transformation

Work From
Home Trend

In the following months, many others were fined for
failing to disclose mergers, signing exclusive contracts,
misleading marketing practices and other irregularities.

Some U.S.-listed Chinese companies were victims
of data security enforcement, in addition to Tesla
cars getting banned from China’s military in March.
Since then, the government has been looking at new
ways to approach overseas IPO and is considering
revisiting the VIE structure. In July, a new law was
passed to terminate businesses for «mishandling core
state
data.
The
tech
crackdown
greatly
impacted
financial markets and investors have been waiting to
see what all this entails. At its most extreme, the
crackdown triggered a selloff that erased 1.5 trillion from
Chinese
stocks.
The uncertainty around what will happened next, as well
as the fear of delisting, has pushed some Chinese
stocks to their all-time lows. In this context, stocks that
are aligned with China’s strategic goals such as AI,
semiconductions and 5G are expected to perform
better.

BIG TECH CRACKDOOWN
Throughout the year, the Chinese government tightened
its control over Chinese technology companies. New
regulation to oversight everything from antitrust to data
security has seen the light of day and has had big
impacts on some of the country’s most powerful
corporations.
Alibaba became the first and largest victim
of the antitrust probe when it was fined a record
$2.8 billion in April.

Source: Bloomberg, Wallstreet Journal
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2022 SECTOR OUTLOOK
WORK FROM HOME

DEMAND FOR CYBERSECURITY

While remote work has been a rising topic in technology
for a good while now, nothing has put this conversation
in the spotlight quite like the COVID-19 pandemic. As
thousands of companies adjusted to support employees
working from home, many Information Technology
departments faced a new range of challenges to quickly
address.

As the pandemic continues to push the trend of
digitalization, we’ve seen an increase in sophisticated
cyberattacks. A study by UK National Cyber Security
Centre stated that there were triple the amount of
ransomware attacks in the first quarter of 2021 than
there was in all of 2019. Technology executives expect
this to increase even more going into 2022. Given this
information, companies are prioritizing the need for
more advanced security measures.

While it remains to be seen how widespread the
adaptation of work-from-home policies will be for the
long term, the immediate shift to widespread remote
work certainly brought a host of new concerns for IT
teams to contend with. Security, productivity and
connectivity remain essential in a remote workforce, and
organizations turned to IT departments for solutions—
and in short order.
One impact of remote work on IT is turning out to be
increased attention and potentially appreciation for IT
department. A long-time frustration for IT pros is seeing
their work treated as a type of maintenance.
But since allowing employees to work remotely is a
major business decision, business leaders are
proactively looking closer at IT operations, to make sure
the arrangement works. This is an opportunity for IT to
be the heroes by providing valuable business insights
into remote working KPIs, like productivity, application
usage, resource utilization and areas for improvement,
like optimization and cost savings.
As a result of so many businesses accommodating
remote work, a definite increase in the demand for IT
support has been considered. If remote work continues
to be a significant concern in corporations, competition
over IT professionals may very well see a boost.

In a recent study, it was documented that 71% of
security officers mention a lack in their current security
infrastructure. Furthermore, due to the COVID-19
impacted work from home trend, there is a noticeable
need for enhanced security, as 74% of organizations
cite remote work vulnerability to cyberattacks. Given this
need for corporate cybersecurity upgrades, 66.67% of
business leaders plan to increase their cybersecurity
investment. Additionally, Canada plans to invest USD
500 M dollars over the next five years.
Parallel for the increasing demands within this space,
there are also important advancements taking place
within
cybersecurity.
One of the essential trends we can expect heading into
2022 is AI-powered cybersecurity. Artificial intelligence
(AI) can be used as a tool against cybercrime by
flagging patterns of suspicious behaviour. This is
particularly
advantageous for systems handling
thousands of events per second, which is typically
where cybercriminals will try to strike. Overall, it is
estimated that the expanding cybersecurity market, will
grow at 12% over the next six years.

Source: Finance Online, Forbes, Tenable, Fortune
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I N F O R M AT I O N T E C H N O L O G Y

2022 SECTOR OUTLOOK
5G CAN ONLY GO UPWARDS

SEMICONDUCTOR SHORTAGE

With the world population adapting to live in a context of
pandemic, and companies embracing the positive part
of work-from-home, 5G became a necessity for the
infrastructure in 2021, and this is just the beginning.
Over 360 million devices adapted to 5G were sold in
2021 worldwide, increasing the total number of devices
to 560 million. In 2022, this number is expected to
reach 1.2 billions devices (Figure 4). Gartner claims that
the global spending on 5G infrastructure grew over $19
billion in value in 2021 at an annual growth rate of more
than 39%. In 2022, these numbers are likely to increase
dramatically to reach 45% growth rate on average.
Below are several examples of other industries
upgrading their experience with 5G:
•Gaming and Entertainment: shift to
multiplayer gaming and VR entertainment

low-latency

•Smart Cities: congestion monitoring, parking sensors,
smart waste management and drone deliveries
•Electric Vehicles: better autonomous car experience
with car-to-car communication around hazards and
incidents

More semiconductor chips are coming in 2022 slowly,
but the chip shortage is projected to last into 2023 or
longer. The substantial demand for electronic
gadgets from people stuck in homes due to the
pandemic has led to a severe shortage of
semiconductors that are used in products ranging
from mobile phones to cars.
The chip shortage has tremendously hit the automobile
industry by causing higher prices of automobiles, fewer
incentives from customers, empty showrooms, longer
delivery time, and delayed vehicle launches. The chip
shortage has cost the global auto industry around 11.3
million units of productions and about $210 billion in lost
revenue in 2021. It is forecasted that the impact could
be another 7 million units in 2022 and 1.6 million in
2023, and that the wholesale car market is not expected
to reach pre-pandemic and pre-chip crisis level until at
least 2025.

In contrast to automakers, hit hardest by semiconductor
shortage, AMD focuses on the smaller and more
advanced chips which are less affected than the supply
of mass-produced older chips. The higher-margin chips
not only allow AMD to channel its resources but
increases revenue and profit. Besides, despite not
manufacturing its own chips and depending on
companies such as TSMC and GlobalFoundries
(DFS.O), AMD is able to guarantee a steady supply by
planning from the very beginning of the pandemic. Other
than stabling supply, AMD has a surge in demand of PC
sales due to people working and learnings from home
during the pandemic.

Sources: Gartner, McKinsey Insights and Ericsson, CNBC
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Vizio (NYSE:VZIO)
COMPANY OVERVIEW

CATALYSTS

 Vizio is an American electronics company that
designs and sells smart TV & soundbars. Through its
Smartcast application, Vizio is able to expand into
several revenue streams, including data analytics
and advertising
 The company’s headquarters are located in Irvine,
California and operate mostly in the US, with future
expansion in mind during the next few years

 Product offering drives increase in market shares
 Solid, diversified supply chain
 Expanding user’s reach into new devices through its
partnership with Verizon Networks
 Competitive advantage over other big tech
companies, with access to a different market
segment

 Vizio has been expanding rapidly through its highmargin
advertising
platform
segment. With
management committed to increasing its user base,
the company will continue its fast-paced entry into
the promising advertising market in 2022

RISK FACTORS
 Supply chain constraints
 Big tech companies starting to enter the market
 Risk of decreased watch time as the economy
reopens

VALUATION SUMMARY

INVESTMENT THESIS
1. Through its unique position within the market, Vizio
will capitalize on the connected TV ad market
expansion while gaining market share
 By targeting the bulk of the population (mid to lowincome households), Vizio’s users reach is larger
than its competitors
 A network effect is beginning to emerge, allowing
Vizio to establish stronger partnerships with big
brands, further increasing its user base
2. Ability to increase ARPU through strategic
partnerships and best-in-class data analytics tools,
which provides a better experience for both advertisers
and consumers.

$29

$31

$27

$33

$18

Consensus
Public
Estimate Comparables

STOCK PRICE AND SECTOR BENCHMARK PERFORMANCE

POSITION SNAPSHOT

160
150
140

Date of Inception to DCM

130
120
110

Shares Acquired: A2 Fund

100
90
80
70
Mar

Target
price: 27.19

$28

$17

52-Week
High/Low

$34

DCF

2021-12-22

Average Cost (USD)

$18.62
5638

SRI Fund
Total Value Invested

4672
$191,973

Portfolio Weight: A2 Fund
SRI Fund
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Jun

VZIO US Equity
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SPX Index
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Holding Period Return

5.12%
3.70%
4.35%
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Source: Bloomberg
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Western Digital (NYSE:WDC)
COMPANY OVERVIEW

CATALYSTS

 Western Digital is the developer, manufacturer, and
provider of data storage devices and solutions that
enables the proliferation of data in every industry
 Two main products are Hard Disk Drives (HDD) and
Flash-Based Memory (Flash). Currently, HDD and
Flash each contributes around half of WDC’s
revenue, but the demand of flash-based products is
growing substantially, especially for client devices.
As many of their legacy HDD consumers have
migrated to SSDs, Western Digital will focus more on
enterprise storage for its HDD market.
 In the past, WDC’s takeover of SanDisk enabled it to
sell NAND chips and develop new NAND-based
solid-state drives. In the future, if successfully acquire
Kioxia, WDC would control one third of the global
NAND flash market.

 Strong demand for Cloud, Data Storage, and Crypto.
 Enterprises are extending infrastructures to public
clouds, propelling investment in hyperconverged
systems, and boosting storage spending.
 If acquiring Kioxia, Western Digital could respond to
changes in market demand and supply more quickly.

INVESTMENT THESIS

VALUATION SUMMARY

RISK FACTORS
 The data storage industry is subject to declining
average selling prices, volatile demand, rapid
technological changes, and industry consolidation.
 The gross profit of Flash positively correlated with the
price of NAND, which has cyclical pricing.
Historically, the profit of Flash increased as NAND
price increased, and vice versa.

 The market predicts the CAGR for data storage at
12.5%, far less than the analyst consensus at 23%.
 Western Digital, as the only major player in both
Hard-Disk Drive and Solid-State Drive market, is
best suited to exploit this disparity.
 Since SSDs are smaller and faster, the new age of
computing will replace HDDs with SSDs, which
creates higher profit margin for Western Digital.
 The forecast reduction in NAND Pricing will lower
SSD price and increase the application of SSD.

STOCK PRICE AND SECTOR BENCHMARK PERFORMANCE

POSITION SNAPSHOT
Date of Inception to DCM

2021-12-22

Average Cost (USD)

$59.67

Shares Acquired: SRI Fund

1504

Portfolio Weight: SRI Fund

4.24%

Total Value Invested

$89,764.59

Holding Period Return

10.32%

Source: Bloomberg
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VEEVA SYSTEMS (NYSE:VEEV)
COMPANY OVERVIEW

INVESTMENT THESIS

 Veeva Systems is a SaaS firm that provides CRM,
cloud-based and data analytics solutions tailored to
the life sciences industry’s regulatory needs. It is one
of the fastest-growing firms globally while generating
substantial profits unrivalled by its SaaS peers.
 Its cloud-based software and apps are used by
pharmaceutical and biotechnology companies across
continents to manage critical business functions.

 Expected increase in top-line following the
acquisition of Veracity Logic, a company that makes
cloud software for RITSM*, adding it to Veeva
Systems and transforming it a one-stop shop in
Healthcare Technology.
 Veeva Systems is geographically diversified and is a
main player in building the tech infrastructure of the
healthcare system, expanding at exponential rate.

HISTORICAL PERFORMANCE

HOLDING & FUTURE OUTLOOK

 Veeva kept a relatively good position in 2021. Most
of the drop in stock price happened after midNovember, where concerns about the Omicron
variant were rising, following the overall market trend.
 It ended 2021 with a 6.85% decrease in stock price,
compared to 0.7% average decrease in peers’ stock
price.
 Total revenue, EBITDA, cash flows from operations
and net change in cash flows all increased compared
to prior year.

 Holding Veeva Systems brings a good geographical
diversification to the portfolio. With new variants
rising every few months, relying on a strong
healthcare system is a necessity, which in turn relies
on efficient technology to manage operations and
increasing online services.
 The company is showing positive YoY% growth on
all levels, and the drop in stock price in 2021 was
due to outsized expectations of the company, after its
2020 outstanding performance.

FULL
COMPANYINC.
NAME
(EXCHANGE: TICKER)
CLOUDFLARE,
(NYSE:NET)
COMPANY OVERVIEW

INVESTMENT THESIS

 Cloudflare is a prominent system infrastructure
and cloud-computing company providing CDN and
cloud- delivered cybersecurity services.
 They
have
a
wide
range
of
products
including
application and
network
security,
website performance and reliability, edge-computing
gateway access, and Cloudflare One Network-as-aService (NaaS) enterprise solutions.

 Cloudflare is disrupting a large and growing
market of $32B within security, content delivery
networks (CDN), and edge computing. Getting its
start in the SMB segment the company has been
steadily moving up-market and now has the
capabilities to protect the internet properties and
networks of the Global 2000.

HISTORICAL
PERFORMANCE
 2

HOLDING & FUTURE OUTLOOK

 The pandemic gave Cloudflare’s business a big
boost and NET stock responded with an
impressive performance over the past two years.
 Cloudflare returned 76.3% over 2021.
 The company on average outperformed both the
S&P 500 and Information Technology Index by 28%
over 2021.

 We believe Cloudflare has a highly scalable arch
itecture and a culture of strong innovation, and that
the co. will continue to add customers and grow
revenue at a very healthy rate.
 However,
we
also
believe
Cloudflare’s
valuation already discounts extremely strong
platform growth.

Source: [Bloomberg]
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MASTERCARD (NYSE:MA)
COMPANY OVERVIEW

INVESTMENT THESIS

 Mastercard is a technology company, connecting
financial institutions, merchants, and governements
to make payments easier and faster through a multirail network.
 The company is a huge player in the credit services
market and has secured a strong footing globally.

 The company has built multiple powerful rails through
its M&A strategy, strengthening its network and
positioning it well to offset risks in the payment
processing industry.
 Mastercard is geographically diversified and has a
strong expansion strategy. The company has strong
growth prospects and opportunities, such as its B2B
initiatives.

HISTORICAL PERFORMANCE

HOLDING & FUTURE OUTLOOK

 COVID has hit Mastercard’s profit and loss
significantly, as travel restrictions reduced highmargin cross-border volumes.
 However, since the beginning of the year, revenues
have progressively recovered, reaching its prepandemic level.

 We believe Mastercard’s growth drivers are powerful,
as electronic payment volumes are still growing, from
both GDP growth and the continuing trend away from
cash. The potential is even greater in newer
geographies.
 Mastercard can leverage its unparalled network to
generate strong revenue from its own Buy Now Pay
Later Solution and partner with Fintech or other large
technnology companies.
 Economic recovery and the end of travel
restrictions will likely boost revenues.

FULL
COMPANY
NAME
(EXCHANGE: TICKER)
BLOCK,
INC. (NYSE:
SQ)
COMPANY OVERVIEW

INVESTMENT THESIS

 Block, formerly known as Square, provides financial
services and digital payment solutions
 The company develops point-of-sale software to
assist with digital receipts, inventory, sales reports
and analytics

 The broad seller ecosystem of Block creates
stickiness and allows for price flexibility
 The expansion of Cash App, a segment of Block, into
new stock-trading services and cryptocurrency

HISTORICAL PERFORMANCE

HOLDING & FUTURE OUTLOOK

 Earned a return of -26.97% in 2021 and HP return of
113.35%
 Underperformed the IT benchmark by 62.74% and
the Software sub sector by 55.84% throughout 2021
 Business closures due to COVID-19 and bitcoin
volatility contributed to 2021 underperformance

 We are bullish about TBD, a recently launched
bitcoin-focused segment of Block focused on building
an open developer platform to create non-custodial,
permissionless and decentralized financial services
 We believe the continued push towards digitalization
and fintech trends will allow Block to obtain
consistent growth for the foreseeable future

Source: Bloomberg
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OKTA (NASDAQ: OKTA)
COMPANY OVERVIEW

INVESTMENT THESIS

 Okta is one of the most prominent independent
identity management platforms for the enterprise.
 The company owns a more than 10,000 corporate
customers including over 1,950 clients with an
annual contract value of more than 100,000.
 The company generates around 16% of its revenue
from international markets, expanding from 9%
shares in 2015.

 The company is more than a firm that provides
cybersecurity but also more broadly used cloud
services. Okta keeps carrying growing international
impact in the highly competitive cyber market.
 With growing remote working demand and
permanent shift to ”WFH” trend in major tech
companies, the accelerating need for cloud services
could benefit the industry leader Okta.

HISTORICAL PERFORMANCE

HOLDING & FUTURE OUTLOOK

 The stock price of Okta has dropped significantly by
the end of 2021. However, the stock price is set to
bounce back with the strong fundamentals in tech.
 The company has continued to execute its core
business throughout the pandemic. However, the
company does show a sign of slowing down in its
billings and remaining-performance-obligation growth
could be attributed to increased competition with
Microsoft Azure Active.

 We believe the fundamental technology Okta
possesses generates an irreplaceable advantage in
the cloud industry. Even though the tech industry
suffered a blow at the end of year, we think Okta's
price will rebound and reflect its growing business.
 The reliance on cloud service will only increase as
work from home has become a permanent option
even post-pandemic. We expect the service offered
by Okta tocontinues to play a critical role in the
business in the coming years.

FULL
COMPANY
NAME
(EXCHANGE:
TICKER) AMD)
ADVANCED
MICRO
DEVICES,
INC. (NASDAQ:
COMPANY OVERVIEW

INVESTMENT THESIS

 AMD is an American multinational semiconductor
company based in California, that develops
microprocessors and related technologies for
business and consumer markets. Unlike their primary
competitor,
Intel,
who
both
designs
and
manufactures their own chips, AMD outsources
production to manufacturers including Global
Foundries and TSMC.

 AMD is on the cusp of crossing the chasm and
winning dominant market share in CPU markets.
AMD has consistently won market share in these
domains away from Intel. Due to AMD’s superior
CPU performance as well as Intel’s manufacturing
missteps, AMD is emerging as a more reliable
partner for OEMs. The market is failing to incorporate
the magnitude of the opportunity.

HISTORICAL PERFORMANCE

HOLDING & FUTURE OUTLOOK

 Earned a return of 55.90% in 2021 and holding
period return of 195.21%.
 Outperformed Information Technology benchmark by
220.51%.
 Profitability: operating margin and net margin of
20.27% and 26.72%, not quite as high as other
semiconductor companies but maintaining the
margins given the accelerated growth rate is
outstanding.

 Given high likelihood of rate hikes in 2022, AMD is
well positioned in the event of financial downturn with
massive cash on hand; stable and healthy cash flow
allows the business not only to endure a financial
downturn but also reinvest growth pullback.
 A high PE ratio over 41 indicates a high growth
assumption has been priced into the stock price.
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M AT E R I A L S

2021 SECTOR OVERVIEW
BENCHMARK PERFORMANCE

2021 DCM SECTOR PERFORMANCE

The S&P 500 Materials sector generated a return of
26.3% in 2021, underperforming the S&P 500 index by
2.5%. The Metals and Mining subsector booked the
highest return, 36.8%, the Chemicals subsector
returned 25.6%, and the Containers and Packaging
subsector had the worst performance with an 11.9%
return.

The DCM Alpha Squared’s Materials Sector returned
8.68%, outperforming the benchmark which returned
5.52% over the year in comparison. This
outperformance can be attributed to the strong
performance of UFP Technologies (NASDAQ: UFPT),
which returned 19% throughout the year. Much of this
outperformance can be attributed to the Aerospace,
Defense and Automotive markets which experienced
strong demand throughout 2021.

Metals and Mining strong performance was due to the
rise in base metal prices, including copper (up 36%)
and aluminum (up 25%), which benefited from surging
demand during the 2021 economic recovery. The
Containers and Packaging subsector was hurt not only
by low volumes due to supply chain and labor
challenges, but also by high inflation, which could not
be fully passed through to their customers.

Figure 1: DCM’s MMF Materials Holdings Performance

However, the sector’s performance was pulled down
slightly by the underperformance of Lundin Mining
(TSE: LUN). The investment dropped to 81% of its
value from the start of the year, until it was eventually
sold to fund the purchase of Franco-Nevada
Corporation (TSE/NYSE: FNV). Lundin Mining’s
underperformance can be largely attributed to the
ongoing operation issues at their key asset, the
Candeleria mine, resulting in lowered guidance for the
future production of the mine. Full details of our holdings
can be found following our sector outlook section.
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2022 SECTOR OUTLOOK
METALS & MINING

CHEMICALS

The rally in the Metals and Mining subsector was
supported by historically high base metals prices.
Precious metals performed poorly by comparison, with
gold ending the year up 4.3% and silver down 15.8%.
Silver reached an eight-year high of US$28.55 in
February 2021 fueled by Reddit mania, and the
underperformance is also due to less defensive

The US Chemicals industry is well positioned for a
strong recovery in 2022 as the economy reopens. The
reopening should drive up plant utilization rates, which
had fallen severely during the pandemic. US chemical
volumes are expected to grow at a 3% pace in 2022,
while shipments are expected to increase by about 8%.
Strong demand for both commodity and specialty
chemicals should support higher prices in the coming
year.

underpinning compared with gold.
As the economy opens in 2022, supply chain easing,
pent up demand, and high discretionary spending power
will further support base metals demand. Base metals
are also well positioned to benefit from decarbonization
and the associated strong secular demand growth of
“green” metals. The transition towards a greener future
requires more metals to achieve more power generation
& transmission, electric vehicles, batteries, solar panels,
wind farms, etc..., with demand for copper, aluminum
and nickel expected to grow at an over 10% annual rate
to 2030.

The bio-based chemicals market has experienced high
growth over the past few years. The sources of biobased chemicals can include a range of natural
products such as plants, marine and forestry materials.
These chemicals can be used as an alternative to
conventional petroleum-derived products. The use of
bio-based chemicals has boosted the optimization of the
by-products of existing industries like agriculture, while
reducing fossil fuels. A push towards sustainability could
boost demand for this market.

Key drivers of the new cycle include the ease of the
pandemic and the global investment in green
infrastructure. Conversely, setbacks in reopening plans,
lower consumer spending power, high inflation, and lack

One of the critical areas of focus for most US chemical
companies in 2022 will be sustainability and

of infrastructure investments are considered key risks
going forward. In terms of valuation, the Metals and

development to advance their decarbonization and
recycling capabilities to reduce plastic waste. However,

Mining subsector is currently trading at 7.2x
EV/EBITDA, which is slightly higher than the 5-year

this comes at a cost, and would require a tremendous
amount of R&D to achieve.

average of 6.6x. We hold a bullish view on the Metals &
Mining subsector as it will benefit from increasing
demand with the transition towards a sustainable future.

In terms of valuation, the specialty chemicals subsector
is trading at 30.3x LTM P/E compared to the 26.8x 5-

decarbonization. Many chemical companies are
expected to increase investment in research and

year average. The commodity chemicals subsector is
also trading at 7.2x LTM P/E compared to the 11.9x 5year average. Based on the above data and higher than
average valuations, we hold a neutral view on the
Chemicals subsector.

Source: Bloomberg
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2022 SECTOR OUTLOOK
CONTAINERS & PACKAGING
The rise of the Omicron variant at the end of 2021
leaves uncertainty yet unanswered when it comes to the
future of the Containers and Packaging sector heading
into 2022. Lockdowns can negatively impact the supply
chain and labor in this sector, which would decrease
volumes of production, especially in the first half of
2022. As the Omicron variant has been proven to be

Figure 2: Summary of Sub-Sectors Recommendation

less lethal than other variants and with a growing
population of vaccinated citizens in both Canada and
the US, we expect lockdown measures to subside
earlier compared to other waves.
However, overall investor sentiment might remain weak.
The subsector’s P/E ratio on December 31st, 2021,
closed at 21.3x, showing a similar performance to last
year’s closing P/E ratio; 20.3x. Likewise, closing
EV/EBITDA ratios remained virtually the same, with
2020 closing at 10.4x and 2021 closing at 11.0x. Thus,
the relative value of the subsector does not show any
improvements.
At the onset of the pandemic, a lot of focus was directed
towards searching for fundamental growth in volume
because of the subsector’s vital importance to ecommerce as well as transport businesses across the
world. While consumer spending on goods has grown
past its pre-covid trends during 2020 and 2021, we
expect the subsector to normalize its level of growth.

Even though the subsector has shown growth during
2021 for specific products such as containerboards and
beverage cans, overall, the sector underperformed the
S&P500 Index by 19.1%. We anticipate further
underperformance in the first half of 2022, due to
continued supply chain issues and higher inflation.

Source: Bloomberg
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Franco-Nevada (TSE/NYSE: FNV)
COMPANY OVERVIEW
 Franco-Nevada is the largest precious metal "Royalty
and Streaming" company in the world by market
cap.
 "Royalty and Streaming" is the company paying a
non-dilutive (non-equity, non-debt) capital investment
to a specific mining project, and in return, receiving a
percentage of revenue or a percentage of
production.

CATALYSTS
 Franco-Nevada remains focused on precious metals
but announced that it is open to other opportunities in
base metals, battery metals, and other commodities.
 Globally, the exploration budget is expected to
increase up to 15% higher in 2022, led by gold and
commodities that are key to the energy transition
effort.

RISK FACTORS
 Changes in the spot rates of commodities will
significantly affect FNV.
 52% of its revenues are dependent on 5 assets.
 FNV has invested a good amount of capital in earlystage mines.

INVESTMENT THESIS
 Thesis 1: Gold price forecast to end 2022 stable
with an upward bias
 Thesis 2: Attractive business model becoming a
popular financing source for mining companies
–
Free cash flow business
–
Limited cost inflation
–
High Margins and low overhead
–
Diversification

VALUATION SUMMARY

Current Price
$137

STOCK PRICE AND SECTOR BENCHMARK PERFORMANCE

Target Price
$170

POSITION SNAPSHOT
Date of Inception to DCM

Dec 12, 2022

Average Cost (CAD)

$172.38

Shares Acquired: A2 Fund

201

SRI Fund
Total Value Invested

NA
$34,664.39

Portfolio Weight: A2 Fund

1.4%

SRI Fund

Source: Bloomberg

NA

Holding Period Return

1.48%

Benchmark: NASDAQ

1.07% Outperform

DCM Materials

2.72% Outperform
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UFP Technologies (NASDAQ: UFPT)
COMPANY OVERVIEW
 UFP Technologies is a company in the Containers &
Packaging sub industry that designs and converts
foams, plastics, composites, and fiber materials.
 It services customers primarily within the medical,
automotive,
aerospace,
defense,
electronics,
industrial and consumer markets.
 It is one of the largest foam fabricators in North
America, and a pioneer converter of raw and recycled
materials.
HISTORICAL PERFORMANCE
 Since its purchase, the company’s market cap has
grown from $434M to $529M as of December 31st,
2021.
 Its price per share has increased from $57.66 to
$70.26, and its price to earnings ratio has increased
from 25.5x to 31.3x.
 Aerospace, Defense and Automotive markets drove
most of UFP Technologies’ sales growth, followed by
the medical market, through the first three quarters of
2021.

INVESTMENT THESIS
 Thesis 1: UFP Technologies is recapturing the market
share in packaging for orthopedic medical devices.
 Thesis 2: UFP Technologies is well positioned to ben
efit from emerging trends in the automotive sector.

HOLDING & FUTURE OUTLOOK
 UFP Technologies has consistently surpassed investors
target prices throughout the second half of 2021. As at
year end, both its price-to-earnings ratio and EV-toEBITDA ratio are at a premium to the S&P500 and the
S&P500 Materials sector index, which we feel is justified.
 With a recent acquisition of DAS Medical, UFP
Technologies positions itself with another opportunity for
future growth, as it further solidifies its position as a strong
Containers and Packaging competitor in the medical
market.

FULL
NAME
(EXCHANGE: TICKER)
LundinCOMPANY
Mining (TSE:
LUN)
COMPANY OVERVIEW

INVESTMENT THESIS

 Lundin Mining is a mid-sized diversified base metals
mining company listed in TSX in 2004.
 With Q2 2021 report, LUN downgraded its copper
production guidance at Candelaria by 10-15% for
2022 and 2023, which results in grade dilution, asset
reduction and impact in the long-term outlook of the
Candelaria mine.

 Thesis 1: Exposure to prospering Copper and Other
Clean Energy Base Metals prices
 Thesis 2: Ideal Risk/Reward investment opportunity
in the Materials Sector

HISTORICAL PERFORMANCE

HOLDING & FUTURE OUTLOOK

 Added to the fund in January 2021 and sold in
December 2021.
 Although LUN was an excellent performer for the A2
fund for the first half, it underperformed for the
second half of the year due to a raised question of
uncertainty after the Q2 announcement of changes in
production guidance.

 Although LUN had not reached our target price, the
investment thesis, driven by the commodity market
outlook, was realized.
 There was a management change, cost control
approaches and potential asset expansion from
LUN's recent explorations studies at other properties.
However, the following two years' production ought to
be declined according to their current pre-estimates.

Source: Bloomberg
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R E A L E S TAT E

2021 SECTOR OVERVIEW
BENCHMARK PERFORMANCE

DCM SECTOR PERFORMANCE

The Real Estate sector outperformed both the S&P 500

underperformance of 17.9% and 12.6%, mainly due to
the state of the pandemic, intermittent closures and

The Real Estate sector in the A2 fund largely
underperformed the benchmark. This was mainly due to
its exposure to Equinix which despite being in-line with
the performance of data center REITs, lagged the
broader index. This underperformance, however, was

reopening of retail malls, hotels and nonessential
businesses.

partially offset by the fund's exposure to Terreno
Realty, which performed in-line with the benchmark.

Higher margins, lower vacancy rates and unpaid rents,
coupled with low mortgage rates, as well as rallying

The Real Estate sector in the SRI fund outperformed the
benchmark by 29.3%. This outperformance was mainly

retail sales contributed to the recovery of the entire
sector. The combined effect of new trends with remote-

driven by Nexus REIT, which took advantage of the
increase in demand for storage space with the backlog

working, increased demand and offer in the online
shopping business, increased demand for large and

in the global supply chain and outperformed the real
estate benchmark by 36.5%. Full holdings details are

high-quality housing, and demand from manufacturers
for warehouse space due to the backlog in the supply

provided after our Sector Outlook.

and S&P/TSX by 20.3% and 13.1%, respectively.
This outperformance is in contrast with last year's

chain also pushed up residential, office and industrial
prices and returns for 2021. On the other hand, based

on the same effects, office properties suffered from
higher vacancies (89.8% occupancy vs 92.4% for the
whole REIT market).

Figure 2: A2 Fund vs. US-Canadian Blended Benchmark
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2022 SECTOR OUTLOOK
Despite significant uncertainty in the real estate sector

subject to be eroded by work from home mandates such

spurred by the pandemic, Desautels Capital
Management believes in being able to identify

as life sciences buildings. As the commercial real
estate industry develops long-term, return-to-work
strategies, flexible working arrangements, organizational
purpose, and demand for technology skills will shape
the talent landscape.

opportunities within the various real estate sub-sectors
that benefit from strong secular tailwinds and deliver
favorable risk-adjusted returns. Broader themes that
DCM subscribes to, include the continued growth of

technology, e-commerce, and the social and interactive
nature of humans. These themes can then be derived
to produce actionable real estate investment strategies
and they define the sub-sectors that DCM is currently
targeting.
The Covid-19 pandemic has supercharged the
previously in-place trend of technological advancement
and, more precisely, the growth in e-commerce. The
migration from purchasing goods in-person to online
has produced significant increase in demand for
logistics centers and last-mile distribution centers given
the need to minimize fulfillment time and the square
footage requirement for these centers. DCM continues
to see outsized growth in e-commerce and therefore
remains positive on the industrial sector outlook.
Additionally, as the need for power and data increases
with technological advancements related to AI,
machine learning, and quantum computing, this
underpins a broader need for data centers, cell towers,
and research and development centers that DCM

intends to capitalize on.
The pandemic has also demonstrated the importance
of human interaction and connectivity, which highlights
the overall social nature of the general population. This
belief provides strong conviction for leisure and resort
hotels and office spaces whose tenant base is less

One major economic headwind that creates additional
uncertainty from an investment perspective is the risk of
unexpected, persistent, and high inflation. Historically,
the real estate sector has withstood well against this risk
given the step-up clauses present in most commercial
leases, lease turnovers which allow landlords to renew
or re-lease space at market rents, and rising
construction and land prices which increase the
replacement cost of existing buildings.
Key drivers of residential real estate growth include
Foreign Direct Investment (FDI) and immigration. The
massive undersupply of real estate contributing to
current asset valuations is expected to persist or worsen
with the current immigration projections. Observing
historical trends in FDI paints the same picture, keeping
asset values stable or further increasing their price. With
increased household savings and affordability being
better than short-term historical averages, the housing
market does not seem to be a high-risk investment
despite rising asset prices. Canadian household debt
and shrinking spreads on cap rates in Canada as yields
rise leads us to favor the U.S. market, where housing
prices have still not recovered from 2008 peaks and
migration patterns show promising opportunities in
select locations predominantly on the east coast and
specifically in multifamily dwellings.

Source: Bloomberg
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Weyerhaeuser (NYSE: WY)
COMPANY OVERVIEW

CATALYSTS

 Weyerhaeuser is the largest timberlands owner in
North America, with operations in both Northwest
and Southeast of the United States as well as
Canada
 The company is based in Seattle, WA and
employs more than 10,000 people on its land,
headquarters and mill facilities.

 Stabilization of lumber prices
 Automation and optimisation of facilities
 Growing snacking trend around the world, especially
in developing countries
 Carbon tax credits and demand for carbon capture
and sequestration technologies

RISK FACTORS

 Record TTM Sales of $10.0B and Adjusted EBITDA
of $4.3B following the sharp increase of logs and
lumber prices worldwide.

 Trade conditions and Tariffs
 Price volatility of lumber and timber
 Non-transitory inflation and increase in money
market rates
 Natural disasters and climate change

INVESTMENT THESIS

VALUATION SUMMARY
Current $42.8

When Pitched $37.6

1. High growth potential for lumber and logs;

PEER ANALYSTS

 5.0M houses in US and 1.8M in Canada are
required to catch up to G7 Average
 High demand for new and high-quality housing
 Lumber prices higher than pre-COVID levels

52W H/L
DDM
MULTIPLES

2. Growth opportunity in the Carbon Capture and
Carbon Sequestration technologies;

BLENDED DCF
FCFE

 Increase in tax credit benefits of holding trees

FCFF

3. Conservative approach which opens gates to
additional distributions to shareholders

STOCK PRICE AND SECTOR BENCHMARK PERFORMANCE
160.0
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Source: Bloomberg

Jul
S5RLST

Sep
SPX

70.0

Date of Inception to DCM

2021-12-22

Average Cost (USD)

$38.90

Shares Acquired: A2 Fund

1647

Total Value Invested

$64,068.3 USD

Portfolio Weight: A2 Fund

-

SRI Fund

Jan

60.0

POSITION SNAPSHOT

SRI Fund

100.0

50.0

2.7%

Nov
Holding Period Return

4.3%

Benchmark: S5RLST

2.5%
Outperformance
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BSR REIT (TSX: HOM-U)
COMPANY OVERVIEW
 BSR REIT is an owner and operator of garden-style
multi-family complexes in the Sunbelt region of the
United States with a primary focus on the Texas
State.
 The Company is headquartered in Little Rock,
Arkansas and owns 8,367 units, of which 7,098 units
(85%) are in Texas. BSR REIT was listed as a public
company in 2018 following the conversion of the
Bailey Corporation into a REIT, where John Bailey is
the acting CEO (set to retire in 2022 and be replaced
by Daniel Oberste, BSR's CIO).
 Record weighted average portfolio rental growth
(26%) following a strong portfolio repositioning cycle
is supplemented by favorable secular tailwinds.
INVESTMENT THESIS

CATALYSTS
 Portfolio rents come in-line with market rents through
renewals and lease turnovers
 Outsized rental growth in Sunbelt markets through
continued migration and company relocations
 Inflation further drives up replacement value of
assets

RISK FACTORS
 Concentrated in Texas market and exposed to Texas
economy (historically focused on oil and gas)
 Rising interest rates erode free cash flows and
puts upward pressure on cap rates
 Availability of land for development increases supply
and puts downward pressure on rental growth

VALUATION SUMMARY

1. Public market is not appropriately pricing in the
narrowing of portfolio spreads to market rent

Sunbelt region showcases favorable secular
tailwinds including employment growth, wage
growth, and population growth

Overlaying narrowing rental spreads across a
5-year period creates significant upside

Conservative acquisition assumptions limited to
stated acquisition capacity

Repositioned portfolio which has significantly
younger life (12 years vs. 23 years at IPO)
creates capex savings

STOCK PRICE AND SECTOR BENCHMARK PERFORMANCE

POSITION SNAPSHOT
Date of Inception to DCM

2021-12-22

Average Cost (USD)

$22.17

Shares Acquired: A2 Fund

2,520

SRI Fund
Total Value Invested

$55,929 CAD

Portfolio Weight: A2 Fund

1.71%

SRI Fund

Source: Bloomberg

-

-

Holding Period Return

-0.7%

Benchmark: S5RLST

1.6%
Outperformance
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Nexus REIT (TSX: NXR-U)
COMPANY OVERVIEW

INVESTMENT THESIS

 Nexus REIT is a diversified REIT based in Canada,
with a strong preference in the last months for
industrial properties and warehouses
 It is headquartered in both Montreal, QC and
Oakville, ON
 The company owns more than 69 and co-owns 28
properties in most Canadian provinces

 The market underestimates Nexus’ ability to take
advantage of either external and internal growth
opportunities
 Attractive valuation provided a compelling entry point

HISTORICAL PERFORMANCE

HOLDING & FUTURE OUTLOOK

 Earned a return of 74.0% in 2021 and outperformed
the Real Estate benchmark by 36.5%

 Better positioning on a diversification standpoint
compared with peer competitors
 Continuing strong demand in warehouse space

 Contributing factors to 2021 outperformance: Low
vacancy rates in the industrials properties segment
and increase in demand for storage space with the
backlog in the global supply chain

Equinix Inc. (NASDAQ: EQIX)
COMPANY OVERVIEW

INVESTMENT THESIS

 Equinix Inc. operates as a real estate investment
trust and is based in the US. The company invests in
interconnected data centers.
 Equinix focuses on developing network and cloudneutral data center platforms for cloud and
information technology, enterprises, network, and
mobile services providers, as well as for financial
companies.

 Transformation into a digital world will raise the
demand for data

HISTORICAL PERFORMANCE

HOLDING & OUTLOOK

 Earned a return of 19% in 2021, underperforming the
Real Estate Benchmark by 25.8%
 This underperformance is explained by a drop in the
stock price in February 2021, due to disappointing
metrics presented in the Annual Report, like the
growth in stabilized assets

 The demand for data will remain robust in the next
couple of years
 Sectors requiring data are cloud computing, Artificial
Intelligence, 5G, autonomous vehicles, Internet of
Things



Equinix’s strong fundamentals and hyperscale
growth

Source: Bloomberg
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2021 SECTOR OVERVIEW
BENCHMARK PERFORMANCE

2021 DCM SECTOR PERFORMANCE

The Utilities sector underperformed the S&P 500 Index
by 11% in 2021. Within the Utilities sector, the
Renewables sub-sector had a negative return of -19.7%
in 2021, underperforming the S&P 500 index by 48.4%.

The sector benchmark for the SRI fund gained 16.6% in
2021, while our holdings in the sector decreased by
8.4%. However, our holdings outperformed the
Renewables sub-sector by 11.4% as the sub-sector had
significantly higher negative returns. The fund’s negative
returns were primarily driven by the poor performance of
two of our current holdings: Canadian Solar (NASDAQ:
CSIQ) and Boralex Inc. (TSE: BLX). Canadian Solar
underperformed the benchmark by 55.5%, while Boralex

The sector’s poor performance in 2021 is primarily
attributable to the performance of the Renewables subsector. This is in stark contrast to the sub-sector’s
performance in 2020, where it outperformed the broader
sector by 59.1%. Strong policy incentives, technological
advancements as well as the poor performance of the
oil and gas sector acted as catalysts for renewable
stocks. In 2021, the sub-sector was also severely
affected by supply chain issues, leading to high
transportation costs. In addition, the U.S.– China trade
restrictions further impacted the performance of the
sector, especially for solar. Lastly, the increase in the
costs of raw materials was also a contributing factor to

underperformed by 41.9% in 2021. The fund added
Enphase Energy (NASDAQ: ENPH) to its holdings in
2021, which had a positive holding period return of
12.7%, significantly outperforming our other holdings.

the poor performance of the sector. Despite the poor
performance in 2021, we expect the Renewables subsector to bounce back in 2022 due to easing supply
constraints, technological improvements, and favourable
long-term government policies. Further details are
provided in our Sector Outlook section.
Figure 1：S&P Utilities Index vs. S&P 500 Index

Figure 2：DCM SRI sector performance vs. Sector benchmark

Source: Bloomberg
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2021 SECTOR OVERVIEW

2021 SECTOR REVIEW
The benchmark for the Alpha Squared fund increased
by 14.3% in 2021, while the holdings of the fund
decreased by 22.4%. The holdings of the Alpha
Squared
fund
marginally
underperformed
the
Renewables sub-sector by 2.7% as well. In addition to
the poor performance of Canadian Solar, the negative
returns of Innergex Renewable Energy Inc. (TSE: INE)
impacted the performance of the fund. Canadian Solar
underperformed the benchmark by 53.2%, while
Innergex underperformed by 43.9%. Enphase Energy
was also purchased for the Alpha Squared fund and had
a positive holding period return of 11.1%.
The negative returns of our holdings in both the funds
were primarily driven by supply chain issues and
increasing tensions from the US-China trade war. Other
contributing factors include the increase in raw material
costs as well as labor shortages. However, the outlook
for the holdings and the sector is positive due to the
strong demand for renewables as well as easing supply
chain issues. These factors have been further discussed
in the holdings review section.

The Renewables sector enjoyed tailwinds due to
favorable government policies and pledges from
companies to transition to net-zero carbon emissions.
Solar added a record 160 GW of production, accounting
for half of all new renewable capacity. However, higher
shipping prices and supply chain shortages pose a risk
to wind and solar farms that depend on overseas
manufacturers. The price of polysilicon, a manufactured
input for solar panels, has more than quadrupled. Nine
of the ten largest polysilicon manufacturers are located
overseas, further complicating procurement. These
rising costs hurt the value proposition of solar energy,
which needs to be cheaper than traditional energy
sources to entice residential users and governments.
The price of fossil fuels, such as natural gas and WTI,
have increased, partially offsetting the blow dealt to
Renewables.
Natural gas generation as a percentage of total
generation is still at a higher percentage than
Renewables (35% vs 23%). The transition has fueled a
record year for Renewables and Utilities M&A, with an
increase in demand for clean assets such as battery
storage and microgrids. Also contributing to the rise in

Figure 1: DCM A2 sector performance vs. Sector benchmark

M&A was a demand for rate regulated assets, such as
those of The Narragansett Electric Company which
were acquired by PPL corporation for $5.17B. The
Utilities sector was hurt financially by climate conditions,
namely wildfires and snowstorms. Each of the 18
extreme weather investments experienced in the first
three quarters of 2021 caused $1B in damage.

Source: Bloomberg
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2022 SECTOR OUTLOOK

Capital expenditure records were set to address this
issue, with a group of the largest Utilities spending an
estimated $142B to modernize the grid. The American
Society of Civil Engineers gave the U.S.’s transmission
and distribution infrastructure a grade of “C-” for 2021,
citing distribution failures and gas delivery constraints as
factors, indicating much room for improvement.
2022 SECTOR OUTLOOK
There are several exciting technologies that are
receiving more attention from both investors and
governments, namely green hydrogen and innovative
battery storage. The Infrastructure Investment and Jobs
Act allocates 9.5B to clean hydrogen projects and future
legislation may include a hydrogen tax credit. Advances
in battery technology will further offset the intermittent
nature of renewable energy sources and facilitate grid
integration. The Biden administration’s favorable rulings
on wind energy projects have sparked numerous
investments in offshore wind farms from private equity
firms, utilities companies, and governments. The states
spending the most on offshore wind are Massachusetts,

Infrastructure modernization and hardening will be a key
theme in 2022, as investment in regulated assets is
needed to improve system safety and prevent future
disruption in the face of extreme weather events.
Possible solutions include burying wires underground
and adopting non-wire solutions, such as battery
storage and rooftop solar. Customers should expect to
see an increase in their utility bills, as regulated utilities
are permitted to pass on a certain percentage of these
costs to customers. However, utilities and customers will
not directly bear the full cost, as the U.S. government
has pledged $65B to tackle this issue through the
Infrastructure Investment and Jobs Act.

North Carolina, New Jersey and New York. With this
spending and expansion, the current number of 415,000
workers employed by the clean energy industry is
expected to increase to 1 million by 2030.
Utilities will keep transitioning their business strategies
toward Renewables, with state mandates and federal
legislation playing a role in 48 of the 55 large investorowned utilities pledging to reduce carbon emissions by
2050. Several utilities have announced plans to build a
network of electric vehicle charging stations along major
highways in the United States.
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Enphase (NASDAQ: ENPH)
COMPANY OVERVIEW

CATALYSTS

 Enphase is a global energy technology company
headquartered in Fremont, California, employing 850
people to provide solar generation and storage
solutions
 To date, Enphase has shipped more than 32 million
microinverters and approximately 1.4 million
Enphase residential and commercial systems have
been deployed in more than 130 countries
 Major products include IQ microinverters for modulelevel power electronics, Enphase AC battery Envoy
communication gateway, and Enphase Enlighten, a
cloud-based energy management platform

 Increased demand for residential PV solutions will
lead to higher integration of microinverters and
battery storage
 New product development, strong margins and
cashflows and significant expansion opportunities
from first mover advantage in select markets

RISK FACTORS
 Dependence on few, but large, customers
 Effects of the COVID-19 pandemic on suppliers
 Head-on competition from SolarEdge and indirect
competition from new technologies
 Changes to incentives and rules governing the
attachment of distributed solar to the grid

VALUATION SUMMARY

INVESTMENT THESIS
1. Increased pairing between solar and storage will
benefit Enphase’s new business model
 Enphase has pivoted from a pure play inverter
manufacturing company to a home energy
management provider
2. Microinverters are expected to take market share
 Microinverters superior performance, in terms of
yielding higher power output for solar panels, and
lower long-run average costs will drive demand

Target Price
$229.00

Current Price
$186.90

DCF 1

$191

DCF 2

COMPS

$200

$25

$167

52-week

160

$284

$83

Analysts

STOCK PRICE AND SECTOR BENCHMARK PERFORMANCE

$256

$264

$108.88

$282.46

POSITION SNAPSHOT
Date of Inception to DCM

2021-03-12

150
Average Cost (USD)

140

$163.12

Shares Acquired: SRI Fund

130
120
110
100
90

450

A2 Fund

450

Total Value Invested (CAD)

$104,031.58

Portfolio Weight: SRI Fund

3.3.%

SRI Fund

80

3.3%

(?)

70

Holding Period Return

60
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Source: Bloomberg
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Canadian Solar (NASDAQ: CSIQ)
COMPANY OVERVIEW

INVESTMENT THESIS

 Canadian Solar manufactures solar modules and
delivers system solutions such as inverters, energy
storage solutions and EPC Services.
 It is headquartered in Ontario and has presence in
over 160 countries and regions.
 The company has a market capitalization of
USD$1.7B

 There is strong growth potential internationally as the
market underestimates the strong and innovative
global project pipeline of Canadian Solar in a
growing industry.
 The market overestimates the company's exposure
to China, even though the company trades at a
significant discount relative to China-listed solar
manufacturing peers.

HISTORICAL PERFORMANCE

HOLDING & FUTURE OUTLOOK

 Canadian Solar earned a return of -38.9% in 2021.
 Underperformed the renewables and utilities sector
benchmark by 56.6%
 Contributing factors to 2021 underperformance:
Supply chain issues and high transportation costs,
high cost of raw materials and trade restrictions due
to the US-China trade war.

 Despite its poor performance in 2021, Canadian
Solar is set to bounce back with easing supply chain
issues and the conducive global policy framework.
 The strong solar project pipeline of the company will
further be boosted by the growing adoption of battery
storage systems, resulting in a bullish outlook for the
stock.

Innergex
Renewable
Energy
Inc. (TSE: TICKER)
INE)
FULL COMPANY
NAME
(EXCHANGE:
COMPANY OVERVIEW

INVESTMENT THESIS

 Innergex Renewable Energy Inc. is a Canadian
company operating as an independent renewable
power producer. The company develops, acquires,
owns, and operates hydroelectric facilities, wind
farms, and solar farms.
 Innergex Renewable Energy serves customers in
Canada, the Unites States, France, and Chile and
has a gross installed capacity of 3.8 GW.

 Market underestimates the impact of the strong
pipeline of development projects that Innergex is
involved in.
 The company has sought to develop strategic
alliances with utilities and the growth prospects of
such alliances are underestimated by the market.

HISTORICAL PERFORMANCE

HOLDING & FUTURE OUTLOOK

 Innergex earned a return of –29.6% in 2021.
 Underperformed the renewables and utilities sector
benchmark by 41.3%
 .Contributing factors to 2021 underperformance:
Supply chain issues and construction delays due to
labor shortages.

 Despite its poor performance in 2021, Innergex is
poised to improve its performance due to the ease in
development and supply chain issues.
 The company is well positioned to capitalize on the
growth in renewables as it has operations in all major
energy sources and a strong pipleline of projects,
which results in a bullish outlook for the stock.

Source: Bloomberg
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Boralex (TSX: BLX)
COMPANY OVERVIEW

INVESTMENT THESIS

 Boralex is a Canadian renewable energy generator
that operates primarily wind power assets in France,
Canada and the US
 Boralex is active in four power generation
segment: Wind (85%), Hydroelectric (10%), Thermal
(4%) and Solar (1%)

 Boralex will drive sustained growth in France by
maintaining its leadership position and grow its
market share (5.9%), while benefitting from the Call
for Tender process initiated by the French
Government
 Wind Turbine are more efficient in France vs
competitors, increasing efficiency which will drive
valuation.

HISTORICAL PERFORMANCE

HOLDING & FUTURE OUTLOOK

 Boralex earned a return of –25.3% in 2021.
 Underperformed the renewables and utilities sector
benchmark by 37%
 Contributing factors to 2021 underperformance: Input
costs for wind turbine sharply rose due to supply
chain issues and trade tensions.

 Strategic expansion through expansion of power
generation capacity by commissioning new
renewable energy assets will boost revenues (eg.
Bazougeais Wind Farm, Infinergy Agreement)
 Growth in wind market across the world will enhance
company's revenue. The market is expected to grow
by 4% until 2024, adding more than 355 GW of new
capacity

FULL COMPANY NAME (EXCHANGE: TICKER)
COMPANY OVERVIEW

INVESTMENT THESIS

HISTORICAL PERFORMANCE

HOLDING & FUTURE OUTLOOK

Source: Bloomberg
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2017

Graduating Class of 2017
Razan Alobaidi
MMF Graduate
PhD Finance
HEC Montréal

Kisa Giebink
MMF Graduate
Okra Solar
Toronto

Francis Arseneau
MMF Graduate
Innodem Neurosciences
Montréal

Mohamad Hijazi
MMF Graduate
Air Canada
Montréal

Mostafa Barakat
MMF Graduate
Letko Brosseau
& Associates
Montréal

Ting Huang
MMF Graduate
Niatross Investments
Montréal

Yilan Cai
MMF Graduate
Accenture
Toronto

Hannah Cheng
MMF Graduate

Peiyao Dai
MMF Graduate
Guangzhou Municipal
Bureau
Guangzhou, China

Jesse Ehrlick
MMF Graduate
NXTSENS
Montréal

Yixiao Li
MMF Graduate
GuangFa Securities
Guangzhou, China

Sophie Mahdavi
MMF Graduate
Restaurant Brands
International
Toronto

Sarah McCullough
MMF Graduate
MFS Investment
Management
Toronto

Anthony Rago
MMF Graduate
Bank of America
Merrill Lynch
Toronto

Vivek Sharma, CFA
MMF Graduate
Scotiabank
Montréal

David Yan
MMF Graduate
Restaurant Brands
International
Toronto

Tian Yang
MMF Graduate
TD Canada Trust
Toronto

Chengyu Zhang
MMF Graduate
PhD Finance
McGill University

Gang Zhao
MMF Graduate
Shagang Capital
Shanghai, China

Munjal Patel
MMF Graduate
Montrusco Bolton
Investments
Montréal
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2018

Graduating Class of 2018
Riyad Allimamode
MMF Graduate
DNA Capital
Montréal

Nicolas Genest
MMF Graduate
TD Securities
Montréal

Hao (Alex) Hua, FMVA
MMF Graduate
Scotiabank
Vancouver

Jordan Arnold-Andrasko
MMF Graduate
Goldman Sachs
Phoenix, USA

Seyedali Ghaziasgar
MMF Graduate
CMPA
Montréal

Shuaibo Huang
MMF Graduate
WealthSimple
Toronto

Sarah-Anne Brault
MMF Graduate
BCI
Victoria

Joanie Grimard
MMF Graduate
TD Securities
Montréal

Geetanjali Kanwar
MMF Graduate
MacKinnon, Bennett & Co.
Toronto

Julie Hazard
MMF Graduate
Bain & Company
Paris, France

Adeetya Kaul
MMF Graduate
Constellation Software
Toronto

Yicheng Irvin He
MMF Graduate
WinnerMax Capital
Toronto

Shivi Lakhtakia
MMF Graduate
BCI
Victoria

Mario Hennessey, CIM
MMF Graduate
Scotia Wealth Management
Ottawa

Zacharie LeBlanc
MMF Graduate
EY
Moncton

Wanyi Hu
MMF Graduate
FirePower Capital
Toronto

Sheng Li
MMF Graduate
Citco
Montréal

Nicolas Claveau
MMF Graduate
CDPQ
Montréal

Raphaël Doyon
MMF Graduate
National Bank of Canada
Montréal

Nika Fall
MMF Graduate
Fieldstone
Dakar, Senegal

Fred Gatali
MMF Graduate
Galliant Advisors
Montréal
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2018

Graduating Class of 2018
Mengdie Lyu
MMF Graduate
Dalfen Industries
Montréal

Quan Nguyen
MMF Graduate
DBRS
Toronto

Dorart Piro
MMF Graduate
Paladin Labs
Montréal

Rock Regimbald
MMF Graduate
National Bank of Canada
Montréal

Mark-Anthony Sagaria
MMF Graduate
WSP
Montréal

Hagen M. Sagli
MMF Graduate
Trans Mountain
Calgary

Simranjit Saluja
MMF Graduate
Mount Murray Investment
Montréal

Erika Savage
MMF Graduate
English Montreal School
Board
Montréal

Jiayi Shen
MMF Graduate
Qiaosheng Investment
Guangzhou, China

Xinyue Shi
MMF Graduate
Shenzhen Securities
Shenzhen, China

Yidan Song
MMF Graduate

Justin Spielman
MMF Graduate
Ontario Teachers’ Pension
Plan (OTPP)
Toronto

Jamie Steinmetz
MMF Graduate
CAPREIT
Montréal

Kevin Sun
MMF Graduate

Yi Sun
MMF Graduate

Sarah Travis
MMF Graduate
Potential Renewables Inc.
Toronto

Gabriel Vincent-Girard
MMF Graduate
Deloitte
Montréal

Daoran Wang
MMF Graduate
MightyHive
Shanghai, China

Siyun Wang
MMF Graduate
China Reform Holdings
Corporation Ltd.
Beijing, China

Kevin Yulianto, CFA, FRM,
CAIA, PFM
MMF Graduate
Alpine Macro
Montréal

Xiang Zhang
MMF Graduate
CIBC
Toronto
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2019

Graduating Class of 2019
Yasmine Abdellaoui
MMF Graduate
Revolut
London, UK

Wissam El Khatib
MMF Graduate
Potential Renewables Inc.
Toronto

Carl Kilajian
MMF Graduate
Partner One Capital
Montréal

Emilio Acosta
MMF Graduate
Scotiabank
Toronto

Patrick Elliott
MMF Graduate
BoA Merrill Lynch
Toronto

Jaewon Kim
MMF Graduate
ADF Asset Management
Seoul, South Korea

Mathieu Brillon
MMF Graduate
Fiera Comox Partners
Montréal

Ying Fan
MMF Graduate

Bertrand Leyrit
MMF Graduate

Linghang Fang
MMF Graduate
PricewaterhouseCoopers
Toronto

Kaili Ma
MMF Graduate
Gluskin Sheff
Toronto

Jean-Baptiste Foult
MMF Graduate

Loic Martel
MMF Graduate
United Nation (UNDP)
Geneva, Switzerland

Arnold Cheung
MMF Graduate
Juno Capital Partners
Toronto

Maud De Witte
MMF Graduate
EY-Parthenon
Paris, France

Josh Diamond
MMF Graduate
National Bank Financial
Toronto

Wenjia (Cindy) Duan
MMF Graduate
ICCSINO
Shanghai, China

Louis Goulet
MMF Graduate
National Bank Financial
Montréal

Zakaria Hammama
MMF Graduate
Laurentian Bank of Canada
Montréal

Nipun Kalra
MMF Graduate
J.P. Morgan
Mumbai, India

Alexandra Melendez
Lahura, AFM
MMF Graduate
Scotiabank
Toronto

Yassine Nassiri
MMF Graduate
Teralys Capital
Montréal

Desautels Capital Management
MMF Annual Report 2021

158

Consumers

Communication

Energy

Financials

Healthcare

Information Technology

Materials

Real Estate

Renewables

Program Alumni

Program Alumni

Disclaimer

2019

Graduating Class of 2019
Allan Obuchowski
MMF Graduate
PricewaterhouseCoopers
Brussels, Belgium

Youssef Sennaji
MMF Graduate
EY
Montréal

Shuoyao Wang
MMF Graduate
BNP Paribas
Montréal

Qianqi Pan
MMF Graduate

Parth Shah
MMF Graduate
Canaccord Genuity
Toronto

Yingting (Ariel) Wang
MMF Graduate
PSP Investments
Montréal

Celec Soriano-Francis
MMF Graduate
CDPQ
Montréal

Xiangyu Xiao
MMF Graduate

Carlos Panozo
MMF Graduate
BNP Paribas
Montréal

Pierre-Louis Patault
MMF Graduate
National Bank Financial
Montréal

Jingying (Sue) Sui
MMF Graduate

Yayu Xu
MMF Graduate
Scotiabank
Toronto

Salman Zia Rana
MMF Graduate
Laurentian Bank of Canada
Montréal

Roy Sun
MMF Graduate
DNA Capital
Montréal

Pratyaksha Yadav
MMF Graduate
Boston Consulting Group
Toronto

Laura Santiago
MMF Graduate
Jarislowsky, Fraser Ltd.
Montréal

Garima Syal
MMF Graduate
Algonquin Power &
Utilities Corp.
Toronto

Bingfu (Brett) Yu
MMF Graduate

Corey Saxe, CFA
MMF Graduate
PSP Investments
Montréal

Jiaqi Wang
MMF Graduate
Great-West Life Co.
Toronto
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2020

Graduating Class of 2020
Arpit Agarwal
MMF Graduate

Nikhil Agrawal
MMF Graduate
Cordiant
Montréal

Florent Arès
MMF Graduate
Novacap
Montréal

Olivier Arsenault
MMF Graduate
Scotiabank
Montréal

Noor Alaali
MMF Graduate
PricewaterhouseCoopers
Dubai, UAE

Christy Barakat
MMF Graduate
PricewaterhouseCoopers
Dubai, UAE

Keven Barré
MMF Graduate
National Bank Financial
Montréal

Nazim Baza
MMF Graduate
Investissement Québec
Montréal

Claudio Cammuso
MMF Graduate
Targray
Montréal

Yang Chen
MMF Graduate
Capital One
Toronto

Kaylyn Chrystian
MMF Graduate
CIBC
Calgary

Ana Garcia
MMF Graduate
Scotiabank
Toronto

Michelle Guo
MMF Graduate
CM-CIC Investissement
Montréal

Guillaume Hervault
MMF Graduate
National Bank Financial
Montréal
Jared Holaday

MMF Graduate
Cogent Capital Group
Montréal

Mathilda Zixuan Jin
MMF Graduate
Sunlife Financials
Montréal

Arthur Jolivet
MMF Graduate
Accuracy
Montréal

Bets Joseph
MMF Graduate
CN
Montréal

Roxanne Jousse
MMF Graduate
SaniSource
Montréal

Mathew Kwan
MMF Graduate
McGill Endowment
Montréal

Pier-Olivier Laflèche
MMF Graduate
CDPQ
Montréal
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2020

Graduating Class of 2020
Wen-Ting Lee
MMF Graduate

Daman Mody
MMF Graduate
Ubisoft
Montréal

Xinyi Li
MMF Graduate

Bolei Liu
MMF Graduate
BCI
Victoria

Zhijun Liu
MMF Graduate

Felix Lu
MMF Graduate

Catherine Ma
MMF Graduate
Cossette Media
Montréal

Celesta Mariam Mathew
MMF Graduate
Canalyst
Montréal

Mitchell McEwen
MMF Graduate
TD Securities
Toronto

Mark Moudabber
MMF Graduate
Sarwa
Montréal

Lakshay Syal
MMF Graduate

Aïcha Traoré
MMF Graduate
National Bank Financial
Montréal

Camille Tremblay
MMF Graduate
Yinka Odedeyi
MMF Graduate
PSP Investments
Montréal

Parker Olineck
MMF Graduate
Export Development
Canada
Ottawa

Christian Pettigrew
MMF Graduate
CIBC
Toronto

Scarlett Shi
MMF Graduate
CDPQ
Montréal

Min Su
MMF Graduate
Scotiabank
Toronto

Zhixiu (Tim) Xie
MMF Graduate

Chen Xu
MMF Graduate
Mount Murray Investments
Montréal

Fiona Wang
MMF Graduate

Xinyan Wang
MMF Graduate
Acies Group Real Estate
Montréal

Anna Wastle
MMF Graduate
Alberta Investment
Management Corp (AIMCo)
Edmonton
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2020

Graduating Class of 2020
Joshua Wolman
MMF Graduate
Futures First
Montréal

Aamir Zargham
MMF Graduate
Piccles
Montréal

Yuting Zhao
MMF Graduate

Kerwin Zheng
MMF Graduate

Yidi Wu
MMF Graduate

Eugenie Zhang
MMF Graduate
DNA Capital
Montréal

Desautels Capital Management
MMF Annual Report 2021

162

Consumers

Communication

Energy

Financials

Healthcare

Information Technology

Materials

Real Estate

Renewables

Program Alumni

Program Alumni

Disclaimer

2021

Graduating Class of 2021
Hugo Badina
MMF Graduate
Groupe Aurys
Paris, France

Tony Habis
MMF Graduate
Desjardins Captal Markets
Montreal

Rayan Chelli
MMF Graduate

Hanjing (Elaine) Hu
MMF Graduate

Zirui (Bruce) Chen
MMF Graduate

Noah Itovitch
MMF Graduate
AbstractOps
Montreal

Cole Corlett-Hedley
MMF Graduate
MSF Investment
Management
Toronto

Esteban Fernandez
MMF Graduate
Scotiabank
Toronto

Ziqi Gao
MMF Graduate

Andrew Gillich
MMF Graduate
Alpine Macro
Montreal

Xi Jin
MMF Graduate

Keyliam Ngassa Djonjue
MMF Graduate

Marc-Olivier Lê
MMF Graduate
Mitsubishi HC Capital
Montreal

Yahan Li
MMF Graduate
Citi
China

Jasmine Mussani
MMF Graduate
Fiera Comox Partners
Canada
Baihe (Lily) Ouyang
MMF Graduate
Accuracy
Canada
Katerina Paraschis
MMF Graduate
Stikeman Eliott
Montreal

Alyona Pereslavtseva
MMF Graduate
National Bank Finanial
Montreal

Ken Qin
MMF Graduate
HSBC
Montreal

Umang Saksena
MMF Graduate
Weiss Multi-Strategy
Advisors
New York

Dahui Sun
MMF Graduate
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2021

Graduating Class of 2021
Neil Wiacek
MMF Graduate
Alpine Macro
Montreal

Chen (Andy) Yu
MMF Graduate
Harris Computer
Montreal

Huiru (Audrey) Wu
MMF Graduate
Soochow Securities
Shenzen, China

Dakota Zaharichuk
MMF Graduate
I80 Group
Montreal

Kuei-Chun (Bethany) Xu
MMF Graduate

Amine Zemzami
MMF Graduate

Jiaxi Zhou
MMF Graduate
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DISCLAIMER
The Desautels Global Equity Fund, the Desautels Fixed

Neither the information nor any opinion expressed in this

Income Fund, the Desautels Alpha Squared Fund, and the

Annual Report constitutes an offer or an invitation to make an

Desautels SRI Fund (hereafter: the Desautels Funds),

offer, to buy or sell any securities or other financial instrument

together with Desautels Capital Management Inc., have been

or any derivative related to such securities or instruments (e.g.

established as a pedagogical venture in order to offer students

options, futures, warrants, and contracts for differences). This

in the Investment Management Program in the Desautels

Annual Report newsletter is not intended to provide personal

Faculty of Management at McGill University some meaningful

investment advice and it does not take into account the

and realistic experience of the investment management

specific investment objectives, financial situation and the

industry and of investment research and analysis by working

particular needs of any specific person. Investors should seek

for Desautels Capital Management Inc. All outstanding shares

financial advice regarding the appropriateness of investing in

of Desautels Capital Management Inc. are owned by McGill

financial instruments and implementing investment strategies

University. Desautels Capital Management Inc. has a

discussed or recommended in this Annual Report and should

separately constituted board of directors, all of whom are

understand that statements regarding future prospects may

independent from McGill, and constitutes a separate legal

not be realized. Any decision to purchase or subscribe for

entity having responsibility for its own affairs. The role of

securities in any offering must be based solely on existing

McGill University towards Desautels Capital Management Inc.

public information on such security or the information in the

is limited to the following activities: (i) appointing independent

prospectus or other offering document issued in connection

directors to Desautels Capital Management Inc.’s board of

with such offering, and not on this Annual Report.

directors; and (ii) providing limited financial resources and
support to Desautels Capital Management Inc., such as office
space and allowing certain of its officers and employees to
serve as officers of Desautels Capital Management Inc. or to
carry out certain other functions.

All opinions, projections and estimates constitute the judgment
of the author as of the date of the newsletter and are subject
to change without notice. Prices also are subject to change
without notice. Desautels Capital Management Inc. is under
no obligation to update this Annual Report and readers should

Neither McGill University nor the Board of Governors of McGill

therefore assume that Desautels Capital Management Inc. will

University has the authority or power to act on behalf of

not update any fact, circumstance or opinion contained in this

Desautels Capital Management Inc. or the Desautels Funds,

Annual Report. Neither Desautels Capital Management Inc.,

or to incur any expenditures on behalf of Desautels Capital

nor any director, officer or employee of Desautels Capital

Management Inc. or the Desautels Funds. Neither McGill

Management Inc. accepts any liability whatsoever for any

University nor the Board of Governors of McGill University

direct, indirect or consequential damages or losses arising

shall be liable for any debts or obligations of Desautels Capital

from any use of this Annual Report or its contents and, in

Management Inc. or the Desautels Funds. McGill University is

some cases, investors may lose their entire principal

not involved in the daily activities of Desautels Capital

investment. Past performance is not necessarily a guide to

Management Inc., including making investment decisions, and

future performance. Levels and basis for taxation may

therefore does not take any responsibility for Desautels

change.

Capital Management Inc.’s activities. More specifically, McGill
University has no liability under the Units, does not guarantee

Program Partners

or otherwise stand behind the Units nor does it guarantee
performance of the Desautels Funds. Any function or activity
of Desautels Capital Management Inc. carried out by
individuals who are also officers or employees of McGill
University is carried out exclusively in the name of Desautels
Capital Management Inc. and McGill University shall have no
liability as a result thereof.
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