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STRATEGY OVERVIEW 

We focus on owning high-quality businesses trading at attractive valuations, with a significant focus on capital preservation. We 
want to own good businesses that have demonstrated an ability to build intrinsic value over time for our investors. We have 
found that this approach has outperformed over time, and with lower risk. 

QUARTERLY COMMENTARY 

MARKET UPDATE 

As we neared the end of what was a very volatile 2022, the Canadian market rallied in the fourth quarter on the back on 
improving market sentiment. Despite continued recession fears, improving inflation data led to the market seeing a potential 
end to the rate hike cycle. The strongest performing sectors were Information Technology (12.6%) and Energy (8.9%), with 
Health Care (-10.9%) and Utilities (-7.4%) the biggest laggards.  

PERFORMANCE 

In the fourth quarter of 2022, the strategy had an absolute return of 4.20%, whereas the S&P/TSX Composite Index had a return 
of 5.96 %. 

Among the leading contributors to performance over the quarter were CGI and Quebecor. CGI Inc. provides information 
technology services including business consulting, system integration, IT outsourcing, application, business process, and 
infrastructure services. The company serves the health care, life science, insurance, manufacturing, oil and gas, and 
communication sectors worldwide. CGI differentiates itself from its peers with a strong focus on a decentralized model and 
strong local presence in the markets in which they operate. Furthermore, the critical services they provide to clients have 
allowed them to generate strong and consistent free cash flow in different economic environments. This has allowed the 
company to remain resilient despite the headwinds affecting the broader technology sector and lead in part to its strong 
performance during the quarter and the year overall. Quebecor operates in the telecommunications and media landscape, with 
a footprint predominately in the province of Quebec. The company has strong brand loyalty in Quebec and has demonstrated 
resilient business operating metrics in challenging periods over time. Following a prolonged period of uncertainty regarding the 
company’s potential acquisition of Freedom Mobile from Shaw as part of their merger with Rogers, during the fourth quarter the 
Competition Bureau gave their approval paving the way for the deal to close in 2023. 

Significant detractors over the quarter were CCL Industries and Ritchie Brothers Auctioneers. As one of the largest global label 
manufacturers, CCL Industries profits from an extensive network of facilities serving Consumers Packaged Goods worldwide. It 
has built a strong operating culture, focused on costs and providing autonomy to business units to achieve their goals. The 
company has displayed discipline in capital allocation and holds a good track record of growing earnings per share over time. 
After rebounding in the summer as they were able to pass through inflationary pressures via price increases, the stock came 
down during the quarter as the market expects potential slowing demand from large consumer goods companies. Ritchie Bros. 
Auctioneers Incorporated auctions industrial equipment, operating through various locations around the world. The Company 
sells, through unreserved public auctions, used and unused industrial equipment, including equipment used in the construction, 
transportation, mining, forestry, petroleum, and agricultural industries. The company benefits from their strong reputation as a 
trusted auction house in serving their global network of users. During the quarter, Ritchie Bros announced the acquisition of US 
based IAA Inc. in what will be their largest acquisition ever. IAA is also in the auction market but with a focus on damaged or 
totaled vehicles serving primarily insurers and rental companies. Although this would be a new complementary vertical for the 
company and also provide significant cost savings, the market is trying to better assess the strategic merits of this acquisition. 
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MAJOR TRANSACTIONS 

During the quarter we did not add any new positions and we exited our position in Open Text. Open Text develops enterprise 
information management (EIM) solutions, which enable companies to control and better utilize all forms of information. During 
the month of August, Open Text announced its acquisition of UK firm Micro Focus. Although aligned from a service perspective 
and offering a complementary client base, the deal will require Open Text to issue a significant amount of debt and there is some 
uncertainty in the market as to the future prospects of the combined business. After taking the time to speak with management 
and evaluate our thesis, during the quarter we decided to exit the position in order to redeploy the capital to better 
opportunities within the portfolio. 

OUTLOOK 

The portfolio continues to be composed of high-quality businesses that can withstand tough times. Even after this strong year, 
the portfolio is currently trading at an attractive discount to its intrinsic value.  Both of these should position the portfolio well 
for long-term compounding of returns. 
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