
2013 Markets in Review 

Global equity markets were decisively positive in 2013, supported by continued improvement in macroeconomic data and 

a global monetary backdrop that continues to be accommodative. 

• The U.S. economy continued its recovery, as evidenced by the continued housing revival, declining jobless numbers 

and an improvement in manufacturing levels. The S&P 500 surged to all-time highs to finish the year, posting its best 

return since 1997.  

• Increased speculation around the timing of the U.S. Federal Reserve’s tapering of asset purchases and a subsequent 

partial U.S. government shutdown in October contributed to some volatility in both the fixed income and equity 

markets.  

• In Canadian markets, the Materials sector was particularly hard hit during the year. Deteriorating commodity prices 

continue to be key drivers of the lagging performance in Canadian equity markets when compared to other regions. 

• Inter-stock correlations continued to drop throughout the year making stock selection very important. Market volatility 

also dropped as stocks moved more on their own fundamentals rather than on a risk-on, risk-off basis.  

Performance & Positioning  

The ASTRA Dynamic Power Balanced Fund returned 11.6% net of fees this past year outperforming its benchmark1, which 

returned 5.8%, through a combination of US exposure, individual security selections and an overweight asset allocation of 

equities versus bonds. The Fund’s equity/fixed income mix has remained at 70/30%, although given the strong 

performance in 2013 this mix may be revisited in early 2014.  Since Alex Lane assumed co-management in May and 

subsequent lead management responsibilities in September sector positioning has shifted to reflect his view a changing 

leadership in Canadian equity markets. Allocations to Consumer Discretionary, Information Technology and Health Care 

sectors all increased in the latter half of the year and strongly contributed to Fund performance. The Fund increased its 

allocation to the Dynamic Power American Growth Class Fund to end the year at a 15% weighting, reflecting a continued 

positive outlook on opportunities in the US market. The equity portion of the Fund maintains a concentrated portfolio of 

holdings in the mid- 40s range.  

 1Blended Benchmark: 50% S&P/TSX Composite Index and 50% DEX Universe Bond Index 
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This commentary has been prepared at the request of SSQ Financial Group, specifically in connection with the ASTRA Dynamic Power Balanced 
Fund (the “Fund”).  The Fund invests exclusively in Series O units of the Dynamic Power Balanced Fund (the “Underlying Fund”) and, as such, the 
commentary on investment portfolio activity relates to the Underlying Fund.  The indicated rates of return are the historical annual compounded 
total returns including changes in units value and reinvestment of all distributions and do not take into account sales, redemption, distribution or 
optional charges or income taxes payable by any security holder that would have reduced returns. Investment funds are not guaranteed, their 
values change frequently and past performance may not be repeated. Views expressed regarding a particular company, security, industry or 
market sector should not be considered an indication of trading intent of any funds managed by 1832 Asset Management L.P., the manager of the 
Dynamic Funds. These views are not to be considered as investment advice nor should they be considered a recommendation to buy or sell. 

2013 YEAR END COMMENTARY 

Outlook  

The leadership in the Canadian markets is changing and we feel that outperformance in Canadian focused portfolios will 

come down to positioning for this new leadership.  We expect that investing in the Industrials, Information Technology, 

Health Care, Financials (select) and consumer sectors; strategic use of foreign content; finding beneficiaries to the falling 

Canadian dollar and commodity prices; and an overall underweight to the commodity complex will drive excess returns 

going forward.  Globally, there are unique growth opportunities in the US and Europe, in select market sectors, with a 

bias towards cyclicals over defensive stocks. Actively managing currency exposure and interest rate sensitivity is also 

necessary to protect returns as we enter this new leadership. The traditional equity risk premium continues to fall from its 

12-year high and is now reverting back to its mean implying a possible period of outperformance for equities. 

 
 
 
 

 


