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Quarterly Commentaries 

Canadian Dental Service Plans Inc.



The texts and information contained in this document are based on the investment 
strategies applicable to the majority of our assets under management. Certain details 
may not be applicable to your portfolios if specific constraints govern their 
management. 
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Portfolio Management Team: Charles Lefebvre, Luc Bergeron, Jean-Guy Mérette,       
Tan Vu Nguyen and two analysts 
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Portfolio Management Team: Nessim Mansoor, Nicholas Smart and Tony Rizzi 

STRATEGY OVERVIEW 
We focus on owning high-quality businesses trading at a�rac�ve valua�ons, with a significant focus on capital preserva�on. We 
want to own good businesses that have demonstrated an ability to build intrinsic value over �me for our investors. We have 
found that this approach has outperformed in the long run, and with lower risk. 

QUARTERLY COMMENTARY 
MARKET UPDATE 
The S&P/TSX Composite index posted a fourth consecu�ve quarter of gains in the first three months of 2021, rising 8.05%. 
Global equity markets powered higher during the first quarter as lingering hopes for a profound post-pandemic revival saw 
investors upgrade their expecta�ons for both growth and corporate profits, while pledges for ongoing monetary and fiscal 
support added to investor’s unrelen�ng appe�te for risk. 

The rota�on towards the sectors of the market whose fortunes are closely �ed to a recovery and that are be�er poised to 
benefit from the economic reopening was again no�ceable in the first quarter of 2021. The Health Care (+37.96%), Energy 
(+20.32%), Financials (+13.89%) and Consumer Discre�onary (+12.45%) sectors all outperformed, while the more defensive 
segments of the market lagged (Gold -14.1%, Consumer Staples +2.54%, U�li�es +3.43%). Of note, last year’s outperformance of 
some of the frothier segments of the technology space came to a halt (IT -1.06%), as lo�y valua�ons already reflect superior 
earnings expecta�ons while higher bond yields could also inhibit these rela�vely expensive areas of the market.  

PERFORMANCE 
The strategy had a good absolute return, slightly underperforming its benchmark for the quarter.  

Our largest contributor was Na�onal Bank (+20.14%). In addi�on to the a�rac�ve banking industry oligopoly structure it 
operates in, Na�onal Bank benefits from a strong retail presence in Quebec and from a financial markets business that is a leader 
in government bond underwri�ng and ETF trading. CEO Louis Vachon is well regarded by both his peers and the industry and is 
the most experienced of all the Canadian banks’ CEOs. The bank can rely on a strong balance sheet with excess capital and has 
displayed a strong track record in growing earnings and dividend over �me. 

CCL Industries was another strong contributor to performance (+20.66%) for the quarter. As one of the largest global label 
manufacturers, it profits from an extensive network of facili�es serving Consumers Packaged Goods worldwide. It has built a 
strong opera�ng culture, focused on costs and providing autonomy to business units to achieve their goals. The management 
team runs opera�ons efficiently and can rely on the support from the long-term focused Lang family, the controlling 
shareholder. The company has displayed discipline in capital alloca�on and holds a good track record of growing earnings per 
share over �me. 

Our main detractor this quarter was Alimenta�on Couche-Tard (-6.39%). An operator of a network of 12 000 convenience stores 
and gas sta�ons mainly across North America, Alimenta�on Couche-Tard confirmed in mid January with a press release a non-
binding offer to acquire the large mul�-na�onal French retailer Carrefour. While the deal was shut down by the French 
government, Couche-Tard and Carrefour later announced they decided to extend their discussions to look at partnership 
opportuni�es. We do value Couche-Tard’s stellar track record in opera�ons, M&A and capital alloca�on – but the decision to buy 
this business surprised many, including us. 

Heavy equipment global auc�oneer Ritchie Brothers (-16.52%) was another detractor to performance last quarter. To put things 
in perspec�ve, it was, last year, one of our top posi�ve contributors (its stock was up 61.43% in 2020), demonstra�ng its 
adaptability and resiliency throughout the challenging economic environment brought about by the pandemic. As the largest 
player with a strong focus on knowing its clients, it benefits from the network effect of users and the high barriers to entry given 
the reputa�on and trust required in this industry. The company has a demonstrated long-term track record of high profitability 
and strong free cash flow genera�on. 
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MAJOR TRANSACTIONS  
This quarter, we ini�ated a posi�on in Stantec, a global engineering consultancy with over 22,000 employees and a diverse 
por�olio of infrastructure, buildings and environmental projects. The company is known for its engineering work on part of the 
Panama Canal expansion and the NASA Ames Research Center, as well as many projects in renewable power, wastewater 
treatment and LEED-cer�fied buildings. Stantec was founded in 1954 in Edmonton, Alberta, and has more than 20 years of public 
history. This long and steady track record shows a consistent improvement in growing earnings, free cash flow and returns to 
shareholders.  

We also ini�ated a posi�on in Richelieu Hardware, a leading supplier of specialized renova�on and building products to 
architects, designers, builders and woodworkers and hardware retailers. A key end-market is renovators which supports 
upgrading and extending the useful life of the exis�ng housing stock. Further, the online e-commerce store and network of 
distribu�on centres enables Richelieu to deliver a wide array of specialized products to customers within 24 hrs of the order.  For 
more than 25 years, Richelieu has steadily grown through organic and inorganic efforts, including establishing a viable footprint 
in the United States. The company has minimal debt and a long history of profitability and free cash flow genera�on.  

We have eliminated our posi�on in Saputo, one of the largest dairy processors in North America. Saputo’s compe��ve strengths 
include its ability to operate its plants efficiently. However, we have chosen to redeploy proceeds into the buys discussed above 
where we have higher convic�on in both quality and/or valua�on. 

We have also eliminated our posi�on in Shaw Communica�ons. While the Canadian telecom has an a�rac�ve industry structure 
and Shaw is a resilient business given the importance of its core services, we have chosen to redeploy proceeds into the buys 
discussed above where we have higher convic�on in both quality and/or valua�on. 

OUTLOOK 
Your por�olio con�nues to be composed of high-quality businesses that can withstand tough �mes. Even a�er the market 
recovery, the por�olio is currently trading at an a�rac�ve discount to its intrinsic value.  Both of these should posi�on the 
por�olio well for long-term compounding of returns. 
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Portfolio Management Team: Marc Lecavalier and an analyst 

STRATEGY OVERVIEW 
This strategy employs a fundamental bo�om-up investment approach to construc�ng por�olios which focuses on 
iden�fying the leaders of tomorrow and long-term strategic investment themes or trends that are expected to exert a 
posi�ve influence on small-cap equity securi�es. Small Cap companies demonstra�ng balance sheet strength and offering 
growth opportuni�es available at a reasonable price are selected across all sectors to diversify our sources of added value 
while paying special a�en�on to the preserva�on of capital. This approach aims to generate consistent added value at a risk 
that is below that of the market. 

QUARTERLY COMMENTARY 
During the first quarter of 2021, the growth outlook con�nued to improve for the global economy. Consequently, investors 
engaged in a sectorial rota�on, offloading technological securi�es to invest in more cyclical ones. Energy and Financial 
Services were par�cularly rewarded by this trend. Canadian equi�es, and more specifically small cap stocks, generally 
benefi�ed from the market movements.  

 

Our por�olio nonetheless made less headway than our benchmark index. Our underweight posi�on in Energy largely 
explains the discrepancy in returns. We note that some of our top performers in 2020 were among the vic�ms of the 
sectorial rota�on, including Cargojet, Dye & Durham and Real Ma�ers. 

 

Our por�olio was nonetheless boosted by the increase in fuel prices, specifically thanks to a posi�on in Parex Resources. 
Moreover, the strong increase in farm products favoured Ag Growth Interna�onal, an interna�onal farm equipment 
supplier. Finally, our holdings in ECN Capital and Quincaillerie Richelieu drew on the impressive strength of the construc�on 
and residen�al renova�on market. 

 

During the first quarter, two names in the por�olio, People Corpora�on and RealPage, were liquidated following their 
acquisi�on by private equity funds. Furthermore, in January, Qualys enjoyed an impressive increase following specula�ve 
movements involving technological securi�es. Its price jumped by 40% in just a few hours, promp�ng our decision to sell. 
We note finally that we sold our posi�on in Superior Plus to seize be�er opportuni�es. 

 

Accordingly, among the names added to the por�olio we note Montréal-based Tecsys, a supply chain management 
so�ware provider. Sales in the health sector were par�cularly promising with respect to cash flow growth. We also added 
Champion Iron Ore, which operates an iron mine in Fermont, Quebec. This company, which generates significant cash flow, 
could see its produc�on double or even triple in the coming years. We also added to the por�olio the U.S. companies 
InMode, which provides innova�ve, minimally invasive cosme�c surgery equipment; Well Health Technologies, which 
operates a network of medical clinics and provides technological services for health clinics; and Ortho Clinical Diagnosis, a 
test provider for hospitals and laboratories.  

 

The se�ng remains posi�ve for Canadian small cap equi�es: central banks are con�nuing to s�mulate growth; the U.S. 
government has filed extremely ambi�ous spending plans; COVID-19 vaccina�on is accelera�ng around the world, and 
corporate financial results are delivering. Despite this context, we remain selec�ve in our stock picks because some sectors 
have become quite pricy.  
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Montreal  

1981 McGill College Avenue 

Suite 1500  

Montreal, Quebec   

H3A 0H5 

T  1 800 361-3499  

Toronto 

1 Adelaide Street East 

Suite 600 

Toronto, Ontario  

M5C 2V9  

T  1 800 994-9002  

Calgary 

607 8th Avenue SW 

Suite 300 

Calgary, Alberta 

T2P 0A7 

T  1 877 737-4433  

New York  

Fiera Capital Inc. 

375 Park Avenue 

8th Floor 

New York, NY 10152 

T  212 300-1600 

*Legal No�ce to U.S. Persons: Fiera Capital does not provide investment advisory services, or offer investment funds, in the United States or to U.S. persons. 
Investment advisory services for U.S. persons are provided by Fiera Capital’s U.S. affiliates (the “U.S. Advisors”). Any investment advisory services of Fiera Capital 
provided to U.S. persons are (or were) provided by the U.S. Advisors, in each case pursuant to a “par�cipa�ng affiliate” arrangement with Fiera Capital in accordance 
with applicable guidance of the staff of the U.S. Securi�es and Exchange Commission (the “SEC”). The U.S. Advisors are SEC-registered investment advisors.  

 

Unless otherwise indicated, all dollar figures are expressed in Canadian dollars. 

 

Boston  

Fiera Capital Inc. 

One Lewis Wharf 

3rd Floor 

Boston, MA 02110 

T  857 264-4900 

ServiceToronto@fieracapital.com 

Dayton 

Fiera Capital Inc. 

10050 Innovation Drive 

Suite 120 

Dayton, OH 45342 

T  937 847-9100 


