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What A Difference A Month Makes

At the end of October, the world still did not know if any vaccines would work, or if effective inoculation 
programs could be rolled out globally by the end of 2021.  Now, with seemingly every vaccine reporting 
promising results (even Sputnik V), confidence in a full economic recovery appears to have skyrocketed.  
November was, in short, a great month to be fully invested.

Outside of the Materials sector where ~60% of stocks posted negative returns, more than 90% of TSX 
composite stocks were up and 60% of stocks were up by double digits.  In last month’s commentary we 
mused about how expensive both Tech and Materials were looking – while Materials traded down, Tech 
did not:  9 of 10 composite names in Information Technology beat the index.  In this case, investors 
appear to be betting that many of the societal shifts benefitting Technology will compound.  And the 
pursuit of growth over dividends continued, with stocks without yield posting a market-weighted +15.5% 
return versus +9.8% for dividend payers.

The question, of course, is how sustained the current rally might be.  Here we see a few potential risks:  
rising interest rates, particularly if the Fed backs off its record bond-buying program in 2021; a 
normalization of earnings yields on stocks relative to bonds; and the potential for more normal levels of 
inflation.  Any or all of these factors could generate headwinds next year, even if the worst set of market 
outcomes now appears to be off the table.

Our funds did well in November, with the Canadian Equity Fund outperforming the index and the 
Absolute Return Fund posting a solid positive return, extending its performance for the year.   We 
continue to be cautious as we think the vaccine news has brought on a period of high expectations that 
may take longer to realize than may be imbedded in certain stock valuations. The flip side of anticipation 
is often disappointment.  

In our experience, companies are just as likely to stretch to meet expectations as they might be to gloss 
over poor performance.  We remain on the lookout for opportunities, both long and short.

We thank our fellow investors for their continued support.

Anthony Scilipoti
Sam La Bell
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FUND DETAILS*

Type Fee based/
Advisory Fee 

Fund Code VAM 301 

Total Assets (All series) $17.8 million 

Category Alternative      
Mutual Fund 

Inception Date October 1, 2019 

MER (unaudited)1 
As at June 30, 2020 

1.59% 

Management Fee 1.5% 

Total Number of Holdings 58 

  Total Long Positions 41 

  Total Short Positions 17 

Minimum Investment $5,000 initial / 
$500 subsequent 

Firm AUM $32.4 million 

Employee AUM2 $2.8 million 

  Distribution Frequency Annually if any 

YTD 1 MONTH 

 FUND 2.7% 7.1% 

1 YEAR SINCE              
INCEPTION 

2.1% 5.4% 

 INDEX 3.8% 10.6% 4.3% 7.1%

PERFORMANCE6 

EXPOSURES3 

 Volatility Risk Profile Medium 

 Gross Exposure 129% 

 Net Exposure 93% 

Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec Cal* 

 2020 -1.6 4.3 -5.3 -2.0 -0.2 2.9 -1.6 1.2 -2.8 7.1 

 2019 0.5 2.7 -0.6

Jan 

1.3 

MONTHLY RETURNS % (NET OF FEES)5 

ABOUT VERITAS ASSET MANAGEMENT 
Veritas Asset Management (VAM) is an independent employee owned research driven investment 
manager.  VAM was founded on the belief that superior research leads to better investment 
decisions.  VAM sources its investment ideas from Veritas Investment Research Corp. (VIR), an 
award-winning independent equity research organization whose fundamental analysis is based on 
forensic-accounting principles.   
 

Once ideas are selected, the next step in building a VAM portfolio is risk management. After 
studying the fundamentals, the portfolio managers at VAM overlay a factor-based risk management 
strategy. This approach allows VAM to select a portfolio of names and individual weights that, when 
combined, are designed to minimize risk.  VAM is sector agnostic and takes concentrated positions 
based on each company’s relative risk/reward characteristics. 
 

Together, VAM and VIR offer a unique investment solution that diversifies and adds value to 
investor portfolios. 

WHY INVEST WITH US 

 The Fund manages risks with the aim of preserving capital in down markets and achieving
consistent returns. 

 The Fund’s long-short capability targets lower volatility than equities, less correlation to
traditional asset classes, and greater downside protection. 

 The Fund pursues an active investment discipline using forensic-accounting based research.
 Fundamental analysis is paired with systematic stock selection to generate alpha.
 Suitable for investors with a medium risk profile.
 Weekly liquidity.
 No performance fees.

PORTFOLIO OBJECTIVE 
The investment objective of the Fund is to achieve attractive risk adjusted rates of return that 
deliver long-term capital appreciation to unitholders.  
 

The Fund will invest primarily in the securities of publicly traded Canadian companies that the 
Portfolio Manager identifies as mispriced. Long and short positions will be determined primarily 
based (in part) on recommendations provided by Veritas Investment Research Corporation (an 
affiliate of the Portfolio Manager). The Portfolio Manager may also invest in securities that are not 
formally covered by Veritas Investment Research Corporation. 
 

The Fund will manage its long and short positions to reduce the impact of market volatility on the 
Fund’s investment portfolio. 

TOP TEN HOLDINGS4 TICKER 
LONG/

SHORT 

1  Granite REIT GRT-U LONG 

2  Maple Leaf Foods Inc. MFI LONG 

3  Crombie REIT CRR-U LONG 

4  Ceridian HCM Holding Inc. CDAY LONG 

5  Hydro One Ltd. H LONG 

6  Manulife Financial Corp.  MFC LONG 

7  Capital Power Corp. CPX LONG 

8  Cogeco Comm. Inc. CCA LONG 

9  Telus Corp. T LONG 

10  Quebecor Inc. QBR.B LONG 
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 Beta10 -0.06

 Index Volatility 26.0% 

1 YEAR SINCE INCEPTION 

-0.05

24.1% 

 Worst drawdown12 -10.2%

 Fund Volatility11 11.7% 11.0%

 # of months + 7

 Worst month -5.3%

 Best Month 7.1%

 Correlation11 -0.14 -0.11

 Fund Sharpe Ratio9 0.39

 Index Sharpe Ratio 0.32

SECTOR ALLOCATIONS13 

 WHAT A DIFFERENCE A MONTH MAKES 

Market volatility seemed to settle down following the U.S. 
elections, with multiple announcements of early vaccine 
trial successes propelling the S&P/TSX up 10.6% in 
November. Notably, the TSX index has posted a monthly 
return of more than 10% only three times since 2000: in 
May 2009 (+11.5%); in April 2020 (10.8%); and in the most 
recent month.   

Year-to-date through the end of November, the F series of 
the Fund have now returned 2.7%, while A series units 
have returned 1.6%, compared to 3.8% for the S&P/TSX. 
Over the last year, the correlation of both series to the 
S&P/TSX Index have remained near zero with their relative 
volatility at 11.7% versus 26.0% for the index. 

The Fund’s position in Air Canada (AC) was the top 
contributor to performance in November. AC shares rose 
67.7% over the month following the announcement of 
accelerated vaccine rollouts around the world and rekindled 
hopes that air travel will regain its footing in 2021.  We 
continue to expect AC to successfully manage its near-
term liquidity and operating pressures, with cash flows 
moving to a positive footing once the company regains a 
majority of its 2019 flight activity, which we anticipate by 
mid to late 2021.   

The Fund’s position in Manulife Financial Corp. (MFC) 
was the second-best contributor to performance for the 
month of November, with shares up 22.5% over the month. 
MFC continues to benefit from increases in insurance 
sales, strong capital levels, and resilient insurance 
earnings. While some COVID-19 related risks remain, it 
seems the worst may be behind the company, and more 
importantly, we expect lifecos to outperform banks in the 
coming quarters. 

Our goal is to buy the best companies in sectors where we 
identify positive investment catalysts and take strategic 
short positions in poorly positioned companies in 
challenged industries. We evaluate companies based on 
balance sheet strength; free cash flow sustainability; 
transparent financial reporting and governance; as well as 
the ability to endure periods of economic weakness.  

While considerable uncertainty remains heading in 2021, 
we are positioning the Fund to benefit from the economic 
recovery likely to result from bringing COVID under control. 
We also continue to monitor the macroeconomic 
environment, paying considerable attention to the direction 
of treasury yields and inflation, adjusting our holdings 
accordingly.  

Growth of $10,000 (since inception date) 

PERFORMANCE7 

RISK MEASURES8 

15.4%

13.1%

8.2%

11.0%

12.8%

7.5%

5.8%

12.1%

7.4%

15.1%

1.5%

-2.1%

-3.1%

-3.9%

-2.7%

0.0%

0.0%

0.0%

-3.1%

-4.2%

-3.0%

13.3%

10.0%

4.3%

8.3%

12.8%

7.5%

5.8%

9.0%

3.3%

12.0%

1.5%

Utilities

Real Estate

Information Technology

Industrials

Financials

Energy

Materials

Consumer Staples

Consumer Discretionary

Communication Services

Options

Net Short Long

$8,000

$9,000

$10,000

$11,000

$10,539
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DISCLOSURES 

The information contained herein is for general information purposes and does not constitute a solicitation for the purchase or sale of securities. 
The full details of the Fund, its investment strategies and the risks are detailed in the Fund’s current simplified prospectus, annual information 
form, and fund facts document, copies of which may be obtained from Sedar, your dealer, Veritas Asset Management Inc. (“VAM”) or at 
Veritasfunds.com. Please read the prospectus before investing. Commissions, trailing commissions, management fees and expenses all may be 
associated with mutual fund investments. All performance data assume reinvestment of all distributions or dividends and do not take into account 
other charges or income taxes payable by any unitholder that would have reduced returns.  The performance of the Fund is not guaranteed, unit 
values change frequently and past performance may not be repeated.  Performance is presented in Canadian dollars, unless otherwise stated, 
and is net of fees of Series F units of the Fund. VAM is an affiliate of Veritas Investment Research Corporation (“VIR”), which produces and issues 
independent equity research regarding public issuers to investors and other capital markets participants.  VAM is a client of VIR and receives 
research reports from VIR at the same time as VIR’s other clients.  VIR and VAM have implemented policies and procedures to minimize the 
potential for and to address conflicts of interest, which are available upon request.    

1. Audited MER for Veritas Absolute Return Series F as at Dec. 31, 2019 is 2.01%.

2. Employee AUM includes all parties related to the Manager in all series or classes of all Veritas Asset Management Inc. Funds, as at
November 30, 2020.

3. Source: Veritas Asset Management Inc. estimates. Calculated using end of day positions for period ending November 30, 2020.

4. Source: Refinitiv & Veritas Asset Management Inc. estimates. Portfolio weights refer to end of day weights for period ending November 30,
2020.

5. Source: Refinitiv, Veritas Asset Management Inc. estimates. Calendar year returns are based on monthly compounded returns. Veritas
Absolute Return Fund Series F monthly returns net of fees and expenses are based on independent third party end of month net asset value
(NAV) calculations and on internal unaudited estimates. Past performance is not indicative of future performance.

6. Source: Refinitiv. Series F Inception Date: October 1, 2019. Portfolio weights refer to end of day weights for period ending November 30,
2020. Past performance is not indicative of future performance. The S&P/TSX Composite Index is a capitalization-weighted index that
represents some of the largest float-adjusted stocks trading on the Toronto Stock Exchange. Contact Veritas Asset Management Inc. for
more information regarding comparative indices.

7. Source: Refinitiv. Series F Inception Date: October 1, 2019. Performance as of November 30, 2020. Past performance is not indicative of
future performance.

8. Source: Refinitiv & Veritas Asset Management Inc. estimates. Series F Inception Date: October 1, 2019. The S&P/TSX Composite Index is a
capitalization-weighted index that represents some of the largest float-adjusted stocks trading on the Toronto Stock Exchange. Contact
Veritas Asset Management Inc. for  more information regarding comparative indices.

9. The Sharpe ratio is internally calculated using daily NAV returns on the fund, subtracting a risk free rate based on rolling three-month
Government of Canada bond yields, converted to a daily return. The observed (ex-post) Sharpe ratio produced using these daily excess
returns is annualized based on 252 trading days per year.

10. Beta (observed beta) βi,f  based on historical relationship between fund return (F) and index (I) performance. βi,f = Cov(Ri,Rf) / Var(Ri) where Ri

is the monthly index return, Rf, is monthly fund return.

11. Correlation is calculated using monthly returns between the fund and index. Volatility is expressed in terms of historical annual volatility.
Historical monthly volatility is measured by the standard deviation of monthly returns. Historical Annual Volatility is measured by annualizing
monthly data.

12. Worst drawdown is based on independent third party daily net asset value (NAV) calculations and Veritas Asset Management Inc. estimates.

13. Source: Refinitiv & Veritas Asset Management Inc. estimates. Portfolio weights refer to end of day weights for period ending November 30,
2020.

* Portfolio Manager changed to Antonio Scilipoti as of October 1, 2020.

* All dollar figures are represented in CAD unless otherwise noted.


