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Market Commentary – October 2015 
 
October was the first month of 2015 that Canadian Preferred Shares market posted a positive return. Led by the strong 
rebound of the much oversold fixed reset sub-sector, the S&P/TSX Preferred Share Index (Ticker: TXPR) was up 5.75% for 
the month. We believe that Canadian Preferred Shares market has likely bottomed for the year however, we expect 
further volatility in this asset class for the balance of the year as current Preferred Share holders are still taking advantage 
of tax loss selling. Also investors are likely still searching for a reset spread that is considered fair value (as issuers have yet 
to offer consistency in new offerings). Even with the recent recovery, we continue to believe that Canadian Preferred 
Shares offer good value. However due to the complexities of this asset class, we continue to recommend that investors 
purchase Preferred Share funds that are professionally and actively managed. Currently we offer both the Lysander-Slater 
Preferred Share Dividend Fund and the Lysander-Slater Preferred Share ActivETF. 
 
In last month’s commentary, we discussed the Preferred Shares sell-off was due to a combination of two key factors that 
have occurred over the last several years. First, the reset spread of fixed reset Preferred Shares new issues diminished 
over the years (from over 400 bps in 2009 to less than 200 bps 2010 and onwards), and second, the 5 year GoC bond yield, 
the benchmark yield for resets, has also significantly diminished over the years (from 3.0% in 2010, to 1.5% in 2013, and 
then to 0.60% in December 2014). We have now seen evidence that these two trends may be reverting, and if so could 
fuel continued positive performance in the Preferred Shares market going forward. First, recent Preferred Share new 
issues are now offering much better spreads – for example, the 369 bps reset spread of the Canadian Utilities Preferred 
Share Series FF that was issued September 24th, and then the 417 bps reset spread of the Brookfield Asset Management 
Preferred Share Series 44 issued October 2nd. Both of which have been well received in the marketplace and are now 
trading above par. We believe this trend will continue, and spreads of 300 bps or more will be required for new issues to 
be successful. Second, with a Liberal majority now in office, market sentiment believes that this government will be less 
committed to pushing the Bank of Canada to cut rates as a method to stimulate the economy, but rather they will focus 
on deficit spending as a key strategy. Consequently, the 5 year GoC bond yield has moved from 0.76% (election day – 
October 19th), to currently of over 1.0%. This supports our ongoing thesis that over the course of the next couple of 
quarters, the Canadian economy will improve enough to support a five year GoC bond yield in the 1.25%- 1.50% range (by 
mid 2016), especially with a government less concerned about loosening the bank rate. This will be a positive development 
for rate reset Preferred Shares to achieve capital growth.  
 
We continue to position both Lysander-Slater Funds to own the discounted resets, however, we will also be purchasing 
the more compelling new issue Preferred Shares that offer good reset spreads. The discounted resets offer capital gain 
potential in the wake of rising rates, while new resets offer lower volatility and are more defensive if rates are to go lower. 
 

Sincerely 

 

Doug Grieve 
Jomisc Investments Inc., Portfolio Manager for: 
Lysander – Slater Preferred Share ActivETF   
Lysander – Slater Preferred Share Dividend Fund 



 

 

 

This publication is for use by investment professionals only and is not an invitation to invest in the Funds. This does not constitute a 

public offering of sale. Commissions, trailing commissions, management fees and expenses are all associated with the Fund’s 

investments and will reduce returns commensurate with their amounts. Refer to the Fund's Prospectus before investing. Mutual 

funds are not guaranteed, their values change frequently and past performance may not be repeated. You will usually pay 

brokerage fees to your dealer if you purchase or sell units of an investment fund on the Toronto Stock Exchange (“TSX”). If the units 

are purchased or sold on the TSX,  investors may pay more than the current net asset value when buying units of the investment 

fund and may receive less than the current net asset value when selling them. 

This publication contains forward-looking statements. Statements concerning a Fund's objectives, goals, strategies, intentions, 

plans, beliefs, expectations and estimates, and the business, operations, financial performance and condition of the Fund are 

forward-looking statements. The words "believe", "expect", "anticipate", "estimate", "intend", "may", "will", "would" and similar 

expressions and the negative of such expressions are intended to identify forward-looking statements, although not all forward-

looking statements contain these identifying words. These forward looking statements are subject to important risks and 

uncertainties that could cause actual results to differ materially from current expectations. While Jomisc Investments Inc. (“Jomisc”) 

considers these risks and uncertainties to be reasonable based on information currently available, they may prove to be incorrect. 

The information in this document is subject to change without notice.  Jomisc does not assume any duty to update any of the 

information. 

 


