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This interim Management Report of Fund Performance contains financial highlights but does not contain either 
interim financial report or annual financial statements of the investment fund. You can get a copy of the interim 

financial reports or annual financial statements at your request, and at no cost, by calling 1 800 336 9528: by 

writing to us at Stone Asset Management Limited, 36 Toronto Street, Suite 710, Toronto, Ontario, M5C 2C5; or by 
visiting our website at www.stoneco.com; or SEDAR at www.sedar.com. 

 

Securityholders may also contact us using one of these methods to request a copy of the investment fund’s interim 
financial report, proxy voting policies and procedures, proxy voting disclosure record or quarterly portfolio 

disclosure. 
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INVESTMENT OBJECTIVES 

The investment objective of the Stone & Co. Dividend Growth Class 

Canada (the “Fund“) is to achieve above-average long-term capital 

growth that is consistent with a conservative investment philosophy 

encompassing a diversified portfolio approach. The Fund invests 

primarily in equity securities of Canadian companies that demonstrate 

financial strength and good growth potential. 

INVESTMENT STRATEGIES 

The Fund will invest in companies that offer potential for strong growth 

and have the ability to provide stable dividend payments. When 

evaluating the investment potential of a particular company, the 

Portfolio Manager (as defined below) may assess the financial condition 

and management of the company, analyze financial data and other 

information sources to compare revenue acceleration, earnings and cash 

flows and conduct company interviews. Investment selections are 

broadly diversified among all market segments; the Portfolio Manager 

does not have a bias towards any particular sector. A portion of the 
assets of the Fund may also be invested in foreign securities.  

RISK 

The overall long-term risk of the Fund is as described in the most recent 

simplified prospectus. No material changes occurred that would 

significantly increase the risk associated with an investment in the Fund 

during the period. 

RESULTS OF OPERATIONS 

 

Market Overview and Impact on the Fund 

The first half of 2016 contained no shortage of events leading to 

heightened market volatility.  It was a period marked with political 

surprises, economic policy uncertainties, Chinese stock market volatility 

and a phoenix-like recovery of commodities reinforced by acute supply 

disruptions.  Investors continued to get proof of just how delicate the 

economies of developed countries are as they grapple with currency 

issues, deflationary pressures and negative sovereign interest rates.  

After maintaining Canadian lending rates at 1.0% for over 4 years, Bank 

of Canada Governor Stephen Poloz (after one full year into his tenure) 

shocked the market by cutting the overnight lending rate to 0.5% with 

25 basis point cuts in January and again in August of 2015.  The impact 

of lower commodity prices (oil, natural gas and base metals) gave Poloz 

reason to provide a security blanket for the Canadian economy. 

Governor Poloz was prescient in lowering rates as the IMF lowered 

Canada’s 2015 GDP forecast from 2.2% to 1.5% and he supported the 

possibility of negative overnight rates should the economic 

circumstances weaken further.  The IMF’s projection for 2016 GDP was 

also cut from 1.7% to 1.5% citing the drag from the energy sector and 

the wild fires in Alberta that caused significant disruptions to energy 

production as well as consumption for the people of Alberta. During the 

period, the Bank of Canada increased their forecast for Canada’s 2016 

GDP to 1.7% from 1.4% as a dramatic recovery in commodities coupled 

with unprecedented federal fiscal infrastructure spending measures 

reversed the downward trend observed at the beginning of the period. 

During the period the Canadian Dollar appreciated 7.1% mainly due to 

the continued deferral of interest rate hikes from the US Federal Reserve 
(the “Fed”).  

The US economy was mired in a different kind of uncertainty during 

the period as the Federal Reserve Chair, Janet Yellen, was unwilling to 

pursue further interest rate increases beyond the initial liftoff of the 

federal funds rate from 0.25% to 0.50% in December of 2015 after 

nearly a decade of keeping the rate in a holding pattern. The Fed began 

the tapering of its $85 billion monthly asset purchase program in 

December of 2013 when it announced a $10 billion reduction in its 

monthly asset purchasing program.  The planned reduction in bond 

purchases had progressed with each successive Federal Open Market 

Committee meeting and officially concluded in October 2014 and 

greater emphasis shifted to the language associated with the anticipated 

eventual rise in short-term interest rates, which began at the end of 

2015.  Since then, interest rates have remained in a holding pattern 

with the Fed continually stating that conditions for further rate hikes 

have not been satisfied. Several reasons for holding rates steady during 

the period were given including the Chinese economic slowdown, 

slowing US labour market data, lack of inflation, Brexit and the US 

election in November of the current year. Among the reasons given, 

labour and inflation data were not particularly extraordinary, but 

certainly the shape of the upcoming US presidential election and the 

vote for the United Kingdom to leave the European Union were acute 

sources of market uncertainty leading the Fed to take pause. Their 

forecast for GDP growth in 2016 stood at 2.2% and the longer run 

expectation is for a 2.0% growth rate.  Amid a slowing Chinese 

economy, such projections reinforce a global GDP growth rate near or 

below 3.0%.  Such modest growth rates support the Fed’s position that 

their path to higher rates will be very gradual.  The Fed continues to be 

data dependant in supporting further moves in interest rates.  Hence, 

the volatility and market schizophrenia that prevailed during the period 
is likely to persist.   

In Europe, the European Central Bank (the “ECB”) announced an 

expanded asset purchase (quantitative easing) program in January of 

2015 with 60 billion Euros to be purchased each month through to 

September 2016.  The pace of asset purchases continued to be steady 

during the period with the aim of supporting price stability in the 

region despite the challenges associated with Greece’s ongoing 

insolvency issues.  The ECB became the first central bank to set their 

key interest rate below zero in June 2014.  In December 2015, the ECB 

cut its key overnight rate further to -0.3% as an additional measure to 

stabilize inflation expectations.  Several European countries reflect 

sovereign bond yields below zero as a result of such central bank rate 

adjustments during the period.  Germany’s 10-year sovereign Bund 

reached a record low yield of -0.13% as at the end of the period. 

Greece’s inclusion in the European Union (EU) took a back seat to the 

United Kingdom’s shocking ‘Brexit’ vote on June 23rd to leave the EU. 

The historic vote and unexpected result caused a ripple across global 

markets with European markets down as much as 5.0% - 10.0% 

intraday immediately following the news. By the end of the period, 

some the global market declines were recovered, but the broader 

market uncertainties involved with an EU exit procedure and political 

upheaval facing the United Kingdom will be ongoing sources of 

market anxiety and downbeat sentiment. During the period, the British 
Pound declined 15.6% relative to the Canadian Dollar.  
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Despite Central banks’ continued efforts to do the heavy-lifting to keep 

economies from faltering, the global producer’s manufacturing index 

dropped modestly from 50.7 to 50.4 during the period. A number above 

50 indicates positive economic growth, so the global economy still 

remains on track to deliver modest positive growth.  During the period, 

China kept its benchmark lending rate at 4.35% after having cut it five 

times with 25bps cuts each time over the course of 2015 as well as 

devaluing its currency to a four year low in August of 2015.  The 

slowdown in the real economy in China has been going on for some 

time and the People’s Bank of China has been watching this closely as it 

tries to sustain GDP growth near its 6-7% annual target.  Commodities 

have had a stellar period of performance with the CRB Index up 9.2% as 

the vicious selloff in the beginning of the period proved to be the trough 

after 4 years of consecutive declines.  The thought that China was not 

facing a hard landing and the world was not going to experience a 

severe slowdown in GDP allowed commodities prices to recover from 
oversold levels.    

The price of gold has been the standout during the period with a gain of 

24.6% to $1,322/oz.  Global geopolitical tensions, coupled with threats 

of Britain leaving the EU, have all played into the safety trade of gold.  

Threats on the global economy (and thus the US economy) have 

resulted in a more dovish stance by the Fed compelling investors to 

favour gold over the US Dollar.  As a result of the above commodities 

gains, the resource-rich S&P/TSX Composite Index increased 9.8% 

during the period. The materials sub-index of the S&P/TSX Composite 

index was up an astounding 52.3%. The S&P 500 Index gained 3.8% in 

US Dollar terms and lost 2.5% in Canadian Dollar terms during the 

period. On the corporate front, fundamentals continued to improve 

modestly while valuation multiples stood at the higher end of their 

historic range.  Overall, world economic growth remained on pace for 

modest positive growth aided by the concerted efforts of central banks 
across the globe.  

The best performing stock market at the end of the period was Brazil, up 

36.9% as at the end of the period in Canadian Dollar terms. The worst 

performing market at the end of the period was Italy, down 25.5%. 

Brexit resulted in the broader European market being a significant 

detractor to global growth resulting in the MSCI World Index declining 

7.1% in Canadian Dollar terms.  The continued improving fundamentals 

of the world’s largest economy encouraged investors to favour equities, 

even though bond yields remained historically low.  The slope of both 

the Canadian and US interest yield curves became flatter during the 

period as rising bond prices compressed yields.  US 10-Year Treasuries 

gained 8.5% in price during the period while the Government of Canada 

10-Year Bond price rose 4.6% during the period.  

The Fund manager maintained a bias toward non deep-cyclical areas 

within North American markets overweighting Technology and 

Healthcare sectors and, conversely, underweighting Energy, Financial 

Services and Industrial sectors.  During the period, exposure to the 

consumer sectors increased from an underweight position to an 

overweight position with a bias for low-beta staples and discretionary 

businesses with low elasticity of demand.  Remaining underweight in 

the Financial Services sector was beneficial but this was offset by 

underweight positions in Energy and Materials sectors as these two 

sectors of the S&P/TSX Composite were up 19.3% and 52.3%, 

respectively.  Weightings in Industrials and Energy were decreased 

slightly during the period due to active risk management.  Meanwhile, 

holdings in Staples and Consumer Discretionary sectors increased 

during the period as a result of adding a couple of new positions in the 

portfolio.  Long-term secular themes of aging populations and greater 

connectivity remain key themes that merit exposure to Healthcare, 

Technology and Telecommunications Services sectors. Weight in the 

Consumer Discretionary sector increased during the period to 

participate more meaningfully in a growing US economic recovery led 

by healthier household balance sheets and a more confident US 
consumer. 

While the Fund continued to be defensively-positioned in the context 

of the type of companies that comprise the portfolio, the beta of the 

Fund decreased from 0.87 to 0.70 as higher cash balances offset the 

impact of underlying companies in the energy and industrial sectors 

carrying higher beta values following the selloff in oil and subsequent 

recovery.  Even with a reduction in these areas, cash weight was 

increased to ensure that the beta of the portfolio remained within its 

range of 0.70 to 0.85.  Cash will continue to be used as a strategic 

counterbalance to cyclical exposure to ensure that the beta remains 

below its threshold. The geography of the Fund remained firmly tilted 

toward the US as opportunities in some of our key secular themes 

(specifically technology, consumer and healthcare) were more 

diversified and attractive south of the border.  Consumer Discretionary 

weight increases reflect a combination of Canadian and US 

opportunities.  While there have been no material changes with regards 

to composition of the Fund, the cash balance of the Fund increased 

from 6.4% to 9.3% during the period as proceeds from cyclical names 

were set aside as cash to offset existing holdings that carried 

incrementally higher beta values.  The cash balance remains available 

to be opportunistically redeployed if valuations become more 

reasonable and as portfolio beta permits.  The Fund continues to 

maintain a bias toward large-capitalization, low-beta dividend growers. 

Given that the manager believes the US economy is in a better 

economic position relative to Canada, the Fund increased its exposure 
to US equities from 28.4% to 30.2% during the period. 

 

Performance 

The Fund’s Series trailed its blended benchmark during the period; this 

was attributed largely to the outperformance of the materials sector of 

the S&P/TSX Composite Index which contains a large number of high-

beta non-dividend-paying stocks. In addition, a negative currency 

impact affecting US Dollar holdings and asset allocation were other 

factors leading to the Fund’s Series underperformance. As the fund 

was nearly maximized with respect to its US exposure, a 7.1% 

appreciation in the Canadian Dollar negatively impacted this segment 

of the portfolio. Within asset allocation, underperformance was 

attributed to the fact that the Fund cannot invest in non dividend-

paying and/or highly volatile stocks and hence the portfolio did not 

participate in the dramatic growth experienced by gold and base metal 

companies in the Canadian materials sector. The resolve to remain 

underweight in energy was driven by the Fund manager’s discipline to 

remain within the boundaries of volatility determined by beta. While 

during the period, this resolve has resulted in underperformance, the 

bias toward fundamentals and risk management remain core practices. 

Lower-leveraged, large-capitalization energy stocks and pipelines 

participated partially in the recovery of oil prices.  
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As a result the Fund’s Series generated the following returns for the 

period. 

Series 

A B C F L T8A T8B T8C 

2.0% 1.7% 1.7% 2.5% 1.7% 2.0% 1.7% 1.7% 

Any differences in performance returns between Series are primarily 

due to different management and operating fees that are applicable to a 

particular Series.  Please refer to “Past Performance” for details 

regarding the performance of the Fund’s Series. The calculation of the 

Fund’s Series performance takes into consideration all fees and 

expenses of the Fund, which are not applicable in the calculation of the 

benchmarks performance. The Fund’s broad-based benchmark, the 

S&P/TSX Composite Index gained 9.8% over the same period. The 

comparison to this broad-based index is provided to enable you to 

compare the Fund’s performance relative to that of the general market. 

A comparison to the Fund’s blended benchmark, which is composed of 

80% of the S&P/TSX Composite (Total Return) Index and 20% of the 

S&P 500 (Total Return) Index, provides a comparison to a benchmark 

that is more reflective of the Fund’s investment objective and strategy. 
The blended benchmark gained 7.4% over the same period. 

 

Change in Net Assets 

Net Assets of the Fund decreased by 5.1% or $21.5 million during the 

period, from $422.1 million at December 31, 2015 to $400.6 million at 

June 30, 2016.  This change in Net Assets is attributed to net sales 

(redemptions) of $(25.5) million, cash distributions of $3.3 million and 

$7.3 million to investment operations, including market appreciation 
(depreciation), income and expenses. 

 

RECENT DEVELOPMENTS 

 

Please see “Results of Operations” for market-related developments. 

There are no known changes at this time to the policies or strategic 

positioning of the Fund, or the manager, portfolio manager or the 

composition of the Independent Review Committee. 

 

Statement of Compliance 

The financial statements have been prepared in compliance with 

International Financial Reporting Standards (“IFRS”), as published by 

the International Accounting Standards Board (“IASB”). 

 

RELATED PARTY TRANSACTIONS 

 

Stone Asset Management Limited (“SAM”) is the manager and 

portfolio manager of the Fund. SAM is a wholly-owned subsidiary of 

Stone Investment Group Limited. 

 

Fund Manager 

As Fund Manager, SAM is responsible for managing the Fund’s overall 

business and day to day operational services, as described under the 

headings “Management Fees” and “Operating Fees”. 

 

 

 

 

Portfolio Manager 

As Portfolio Manager, SAM is responsible for providing portfolio 

management services to the Fund. 

Under the terms of the Investment Management Agreement, the 

Portfolio Manager is entitled to receive a performance fee (plus 

applicable taxes) from each Series of securities of the Fund equal to 10 

percent of the amount by which the Fund’s Series rate of return 

exceeds the return of the Fund’s established benchmark since the last 

time a Performance fee was paid, multiplied by the Fund’s average 

series Net Asset Value (“NAV”) during the calendar year. Performance 

fees are limited to a maximum of 0.30 percent (plus applicable taxes) 

of the Funds’ Series average Net Asset Value during the calendar year. 

Such fees are accrued monthly, if applicable, and paid annually. 

 

Management fees 

The Fund pays a management fee, calculated daily and paid monthly, 
based on the following schedule: 

 

Series A/T8A B/T8B C/T8C F L 

Annual Fee (%) 2.0 2.5 2.5 1.0 2.5 

The following table lists the major services received by the Fund, as a 
percentage of the Management Fee: 

 

Series A/T8A B/T8B C/T8C F L 

Dealer Compensation (%) 50 20 30 – 20 

Investment and Fund 

Management (%) 50 80 70 100 80 

Total (%) 100 100 100 100 100 

 

Operating fees 

The Funds pay operating fees (the “Operating Fees”) to SAM for the 

day to day operational services.  The Operating Fees include, but are 

not limited to: legal and audit fees, transfer agency costs, custodian 

costs, filing fees, administrative and overhead costs charged by SAM, 

and the Independent Review Committee of the Funds. Operating fees 

incurred by the Fund are allocated among the Series on a reasonable 

basis as determined by the SAM. 

At its sole discretion, the manager may waive management fees or 

absorb expenses of the Fund. The management expense ratios of each 

of the series of units of the Fund with and without the waivers and 
absorptions are reported in the Ratios and Supplemental Data table. 

 

Independent Review Committee 

SAM has established the Independent Review Committee (the “IRC”) 

for the Funds in accordance with the requirements of National 

Instrument 81-107 – Independent Review Committee for Investment 

Funds in order to review conflicts of interest as they relate to 
investment fund management. 

The compensation and other reasonable expenses of the IRC are paid 

pro rata out of the assets of the Funds for which the independent 

review committee acts.  The main component of compensation is an 
annual retainer.  The Chair of the IRC is entitled to an additional fee. 
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FINANCIAL HIGHLIGHTS 
 

The following tables present selected key financial information about the Fund and are 
intended to help you understand the Fund's financial performance for the periods 

indicated. 
 

THE FUND'S NET ASSETS PER SECURITY1 

 Increase (decrease) from operations2 Dividends 2,3   

Series 

All figures in ($)            

As at 

Net assets, 

beginning of 

period2 

Total      

revenue 

Total       

expenses 

(excluding 

distributions) 

Realized           

gains        

(losses) for              

the period 

Unrealized        

gains        

(losses) for       

the period 

Total increase 

(decrease) 

from 

operations2 Dividends 

Capital      

gains      

dividend 

Return of 

capital 

Total 

dividends3 

Net assets, end of             

period 

  Jun 2016 10.28 0.14 (0.14) 0.83 (0.64) 0.19 (0.12) - - (0.12) 10.36 

  Dec 2015 10.92 0.33 (0.29) 1.00 (1.41) (0.37) (0.24) - - (0.24) 10.28 

 Dec 2014 10.17 0.31 (0.29) 0.64 0.34 1.00 (0.24) - - (0.24) 10.92 

 Dec 2013 8.89 0.28 (0.26) 0.39 1.08 1.49 (0.24) - - (0.24) 10.17 

 Dec 2012 8.19 0.24 (0.23) 0.28 0.58 0.87 (0.17) - - (0.17) 8.89 

A Dec 2011 8.67 0.22 (0.24) 0.14 (0.45) (0.33) (0.17) - - (0.17) 8.19 

  Jun 2016 9.61 0.13 (0.16) 0.78 (0.63) 0.12 (0.11) - - (0.11) 9.66 

  Dec 2015 10.24 0.31 (0.33) 0.95 (1.30) (0.37) (0.21) - - (0.21) 9.61 

 Dec 2014 9.58 0.29 (0.34) 0.60 0.34 0.89 (0.21) - - (0.21) 10.24 

 Dec 2013 8.41 0.26 (0.30) 0.36 1.01 1.34 (0.21) - - (0.21) 9.58 

 Dec 2012 7.81 0.23 (0.27) 0.26 0.55 0.77 (0.17) - - (0.17) 8.41 

B‡ Dec 2011 8.32 0.21 (0.27) 0.14 (0.43) (0.35) (0.17) - - (0.17) 7.81 

  Jun 2016 9.63 0.13 (0.16) 0.78 (0.64) 0.11 (0.11) - - (0.11) 9.68 

  Dec 2015 10.26 0.31 (0.33) 0.97 (1.29) (0.34) (0.21) - - (0.21) 9.63 

 Dec 2014 9.59 0.29 (0.33) 0.61 0.37 0.94 (0.21) - - (0.21) 10.26 

 Dec 2013 8.41 0.27 (0.29) 0.36 0.98 1.33 (0.21) - - (0.21) 9.59 

 Dec 2012 7.80 0.23 (0.27) 0.26 0.55 0.77 (0.17) - - (0.17) 8.41 

C‡ Dec 2011 8.32 0.21 (0.27) 0.13 (0.43) (0.36) (0.17) - - (0.17) 7.80 

  Jun 2016 12.08 0.17 (0.10) 0.98 (0.73) 0.32 (0.13) - - (0.13) 12.26 

  Dec 2015 12.67 0.39 (0.21) 1.09 (1.64) (0.37) (0.25) - - (0.25) 12.08 

 Dec 2014 11.66 0.36 (0.21) 0.73 0.33 1.21 (0.25) - - (0.25) 12.67 

 Dec 2013 10.07 0.31 (0.19) 0.45 1.30 1.87 (0.25) - - (0.25) 11.66 

 Dec 2012 9.19 0.28 (0.19) 0.31 0.65 1.05 (0.17) - - (0.17) 10.07 

F Dec 2011 9.60 0.24 (0.16) 0.16 (0.54) (0.30) (0.17) - - (0.17) 9.19 

  Jun 2016 12.47 0.17 (0.21) 1.01 (0.80) 0.17 (0.11) - - (0.11) 12.57 

  Dec 2015 13.24 0.40 (0.44) 1.19 (1.72) (0.57) (0.21) - - (0.21) 12.47 

 Dec 2014 12.34 0.38 (0.44) 0.77 0.34 1.05 (0.21) - - (0.21) 13.24 

 Dec 2013 10.79 0.32 (0.39) 0.49 1.35 1.77 (0.21) - - (0.21) 12.34 

 Dec 2012 9.96 0.31 (0.37) 0.39 0.66 0.99 (0.15) - - (0.15) 10.79 

L* Dec 2011 10.00 0.11 (0.14) 0.12 0.19 0.28 (0.05) - - (0.05) 9.96 

  Jun 2016 7.71 0.11 (0.11) 0.61 (0.43) 0.18 (0.10) - (0.21) (0.31) 7.54 

  Dec 2015 8.70 0.26 (0.23) 0.75 (1.09) (0.31) (0.23) - (0.47) (0.70) 7.71 

 Dec 2014 8.56 0.25 (0.24) 0.52 0.25 0.78 (0.21) - (0.48) (0.69) 8.70 

 Dec 2013 7.89 0.23 (0.23) 0.34 0.94 1.29 (0.19) - (0.44) (0.63) 8.56 

 Dec 2012 7.71 0.22 (0.21) 0.26 0.52 0.79 (0.32) - (0.30) (0.62) 7.89 

T8A Dec 2011 8.71 0.21 (0.23) 0.14 (0.45) (0.33) (0.18) - (0.52) (0.70) 7.71 

  Jun 2016 7.39 0.10 (0.12) 0.60 (0.51) 0.07 (0.10) - (0.20) (0.30) 7.21 

  Dec 2015 8.38 0.25 (0.26) 0.77 (1.01) (0.25) (0.22) - (0.45) (0.67) 7.39 

 Dec 2014 8.30 0.24 (0.28) 0.52 0.32 0.80 (0.20) - (0.46) (0.66) 8.38 

 Dec 2013 7.69 0.23 (0.27) 0.32 0.91 1.20 (0.19) - (0.43) (0.62) 8.30 

 Dec 2012 7.56 0.22 (0.25) 0.25 0.53 0.75 (0.31) - (0.29) (0.61) 7.69 

T8B† Dec 2011 8.58 0.21 (0.27) 0.13 (0.41) (0.34) (0.18) - (0.51) (0.69) 7.56 

  Jun 2016 7.41 0.10 (0.12) 0.59 (0.46) 0.11 (0.10) - (0.20) (0.30) 7.24 

  Dec 2015 8.40 0.25 (0.26) 0.77 (1.03) (0.27) (0.22) - (0.45) (0.67) 7.41 

 Dec 2014 8.31 0.25 (0.27) 0.51 0.32 0.81 (0.20) - (0.46) (0.66) 8.40 

 Dec 2013 7.70 0.23 (0.27) 0.32 0.93 1.22 (0.19) - (0.43) (0.62) 8.31 

 Dec 2012 7.56 0.22 (0.25) 0.25 0.52 0.74 (0.31) - (0.29) (0.61) 7.70 

T8C† Dec 2011 8.59 0.21 (0.27) 0.13 (0.42) (0.35) (0.18) - (0.51) (0.69) 7.56 
 

 
 

† Series closed to new purchases on December 4, 2009 

‡ Series closed to new purchases on August 31, 2011. 

* Series opened on September 1, 2011. 

 

Explanatory Notes: 

             

1. This information is derived from the Fund’s (unaudited) interim financial report and audited 

annual financial statements. 

             

2. Net assets and dividends are based on the actual number of securities outstanding at the 

relevant time. The increase/(decrease) from operations is based on the weighted average 

number of securities outstanding over the financial period. It is not intended that the Fund’s 

net asset per security table act as a continuity of opening and closing net assets per security. 

             

3. Dividends were paid in cash and/or reinvested in additional securities of the Fund. 

             

4. For periods beginning on or after January 1, 2014, the figures are disclosed in accordance with 

IFRS.  For periods ended December 31, 2012 and prior, the figures are disclosed in accordance 

with Canadian generally accepted accounting principles. 
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FINANCIAL HIGHLIGHTS (continued) 
 

RATIOS AND SUPPLEMENTAL DATA 

Series          As at   

Total net asset 

value ($000's)1   

Number of securities 

outstanding1   

Management expense            

ratio ("MER") (%)2   

MER before waivers or 

absorptions (%)2   

Trading expense     

ratio (%)3   

Portfolio turnover             

rate (%)4   

Net asset value       

per security ($) 

  Jun 2016   195,603   18,875,004   2.60   2.60   0.14   18   10.36 

 Dec 2015  201,391  19,588,484  2.51  2.51  0.09  26  10.28 

 Dec 2014  237,174  21,728,892  2.60  2.60  0.05  12  10.92 

 Dec 2013  229,087  22,528,798  2.66  2.66  0.03  12  10.17 

 Dec 2012  201,148  22,586,828  2.72  2.72  0.04  9  8.91 

A Dec 2011  200,816  24,489,712  2.79  2.80  0.08  18  8.20 

  Jun 2016   55,887   5,784,539   3.17   3.17   0.14   18   9.66 

 Dec 2015  64,539  6,718,917  3.09  3.09  0.09  26  9.61 

 Dec 2014  88,763  8,666,270  3.19  3.19  0.05  12  10.24 

 Dec 2013  98,634  10,291,753  3.25  3.25  0.03  12  9.58 

 Dec 2012  103,191  12,244,563  3.31  3.31  0.04  9  8.43 

B‡ Dec 2011  108,337  13,864,068  3.36  3.37  0.08  18  7.81 

  Jun 2016   14,260   1,472,500   3.15   3.15   0.14   18   9.68 

 Dec 2015  17,382  1,805,642  3.04  3.04  0.09  26  9.63 

 Dec 2014  24,553  2,393,470  3.12  3.12  0.05  12  10.26 

 Dec 2013  29,719  3,098,784  3.21  3.21  0.03  12  9.59 

 Dec 2012  36,523  4,332,988  3.28  3.28  0.04  9  8.43 

C‡ Dec 2011  42,741  5,470,302  3.36  3.38  0.08  18  7.81 

  Jun 2016   39,293   3,204,722   1.52   1.52   0.14   18   12.26 

 Dec 2015  36,350  3,008,109  1.45  1.45  0.09  26  12.08 

 Dec 2014  35,114  2,771,847  1.56  1.56  0.05  12  12.67 

 Dec 2013  27,455  2,355,341  1.64  1.64  0.03  12  11.66 

 Dec 2012  20,278  2,010,420  1.99  1.99  0.04  9  10.09 

F Dec 2011  20,467  2,224,959  1.70  1.71  0.08  18  9.20 

  Jun 2016   16,567   1,318,031   3.20   3.20   0.14   18   12.57 

 Dec 2015  17,532  1,406,247  3.15  3.15  0.09  26  12.47 

 Dec 2014  19,240  1,453,150  3.26  3.26  0.05  12  13.24 

 Dec 2013  13,856  1,122,923  3.33  3.33  0.03  12  12.34 

 Dec 2012  6,957  643,909  3.58  3.58  0.04  9  10.80 

L* Dec 2011  1,707  171,176  3.75  3.76  0.23  18  9.97 

  Jun 2016   49,012   6,496,596   2.61   2.61   0.14   18   7.54 

 Dec 2015  35,948  4,664,648  2.54  2.54  0.09  26  7.71 

 Dec 2014  39,593  4,552,103  2.62  2.62  0.05  12  8.70 

 Dec 2013  33,713  3,937,038  2.70  2.70  0.03  12  8.56 

 Dec 2012  27,440  3,471,827  2.74  2.74  0.04  9  7.90 

T8A Dec 2011  25,701  3,329,460  2.81  2.82  0.08  18  7.72 

  Jun 2016   27,312   3,786,945   3.12   3.12   0.14   18   7.21 

 Dec 2015  46,148  6,247,515  3.04  3.04  0.09  26  7.39 

 Dec 2014  68,877  8,219,837  3.16  3.16  0.05  12  8.38 

 Dec 2013  90,988  10,969,076  3.25  3.25  0.03  12  8.30 

 Dec 2012  94,248  12,241,171  3.30  3.30  0.04  9  7.70 

T8B† Dec 2011  103,198  13,643,519  3.37  3.38  0.08  18  7.56 

  Jun 2016   2,655   366,771   3.10   3.10   0.14   18   7.24 

 Dec 2015  2,843  383,542  2.97  2.97  0.09  26  7.41 

 Dec 2014  3,723  442,785  3.07  3.07  0.05  12  8.40 

 Dec 2013  4,509  542,481  3.22  3.22  0.03  12  8.31 

 Dec 2012  4,744  615,272  3.26  3.26  0.04  9  7.71 

T8C† Dec 2011  4,917  649,468  3.37  3.38  0.08  18  7.57 
 

 
 

† Series closed to new purchases on December 4, 2009 

‡ Series closed to new purchases on August 31, 2011. 

* Series opened on September 1, 2011. 

 

Explanatory Notes: 

                

1. This information is provided as at each period shown. 

                

2. Management expense ratio (“MER”) for each series is based on total expenses (excluding 

[distributions], commissions and other portfolio transaction costs) for the stated period and is 

expressed as an annualized percentage of daily average NAV during the period. The MER 

excluding performance fees for the period ending December 31, 2012 was: 2.72% – Series A; 

1.66% – Series F; 3.41% – Series L. The MER for the period ending December 31, 2011 for Series 

L includes performance fees of $3 thousand, which are treated as one-time expenses and therefore 

are not annualized. The MER for 2011 for Series L excluding performance fees was 3.47%. 

                

3. The trading expense ratio represents total commissions and other portfolio transaction costs 

expressed as an annualized percentage of daily average net asset value during the period. 

                

4. The Fund’s portfolio turnover rate indicates how actively the Fund’s portfolio advisor manages its 

portfolio investments. A portfolio turnover rate of 100% is equivalent to the Fund buying and 

selling all of the securities in its portfolio once in the course of the year. The higher a Fund’s 

portfolio turnover in a year, the greater the trading costs payable by the Fund in the year, and the 

greater the chance of an investor receiving taxable capital gains in the year. There is not 

necessarily a relationship between a high turnover rate and the performance of a Fund. 



 

 INTERIM MANAGEMENT REPORT OF FUND PERFORMANCE 

7 

STONE & CO. DIVIDEND GROWTH CLASS CANADA 
 

          

PAST PERFORMANCE 
 

YEAR-BY-YEAR RETURNS 
 

The performance information presented herein assumes all dividends of the Fund 
during the periods presented were reinvested in additional securities of the Fund. 

The performance information does not take into account sales, redemption, or 

other charges that would have reduced returns or performance. Past performance 
of the Fund is not necessarily indicative of how it will perform in the future.  

The following charts present the Fund’s performance for each of the periods 
shown and illustrate how the Fund’s performance varied from year to year. The 

charts show, in percentage terms, how much an investment made on the first day 

of each financial year would have grown or decreased by the last day of each 
financial year, except where noted.  
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* From inception to December 31 of that year. 

‡ For the six-month period ended June 30, 2016 



 

 INTERIM MANAGEMENT REPORT OF FUND PERFORMANCE 

8 

STONE & CO. DIVIDEND GROWTH CLASS CANADA 
 

SUMMARY OF INVESTMENT PORTFOLIO 

AS AT JUNE 30, 2016 

 
TOP 25 HOLDINGS PORTFOLIO COMPOSITION 

Name of Security % of Total Net Asset Value 

Cash & cash equivalents 9.7 

Bank of Nova Scotia 4.9 

Royal Bank of Canada 3.4 

Toronto-Dominion Bank 3.3 

Enbridge Inc. 3.2 

Suncor Energy Inc. 3.1 

Brookfield Asset Management Inc., Class 'A' 2.9 

Power Financial Corp. 2.8 

Brookfield Infrastructure Partners L.P. 2.6 

Kroger Co. 2.6 

Magna International Inc., Class 'A' 2.3 

Fidelity National Information Services Inc. 2.3 

Gildan Activewear Inc. 2.1 

CVS Health Corp. 2.0 

Coca-Cola Co. 2.0 

International Business Machines Corp. 2.0 

Transcontinental Inc., Class 'A' 2.0 

Manulife Financial Corp. 1.8 

AltaGas Ltd. 1.7 

Medtronic PLC 1.7 

Pure Industrial Real Estate Trust 1.7 

Sanderson Farms Inc. 1.5 

Vermilion Energy Inc. 1.5 

Ecolab Inc. 1.5 

Bank of Montreal, 3.90%, Preferred, Class 'B', Series '25', Variable Rate, Callable 
 

cfsfdfsdfsdfa 

1.5 

 66.1 
 

 

         Sector Allocation (%)  

5.4

26.5

7.0

6.2

6.9

8.1

7.2

0.8

(0.1)

9.7

(0.4)

14.6

8.1

Consumer Discretionary

Consumer Staples

Energy

Financial Services

Health Care

Industrials

Information Technology

Materials

Miscellaneous*

Purchased options

Written options

Other net assets (liabilities)

Cash & cash equivalents

 
 

      Industry Allocation (%) 

 

2.3

2.0

4.0

8.1

3.0

2.1

3.8

4.6

4.6

5.9

5.5

14.7

2.4

2.8

3.2

3.1

4.7

0.8

(0.1)

(0.4)

9.7

13.2

Auto Components

Banks

Beverages

Capital Markets

Chemicals

Commercial Services & Supplies

Diversified Telecommunication

Electric Utilities

Food & Staples Retailing

Health Care Equipment & Supplies

Insurance

IT Services

Oil, Gas & Consumable Fuels

Pharmaceuticals

Real Estate Investment Trusts

Road & Rail

Textiles, Apparel & Luxury Goods

Miscellaneous*

Purchased options

Written options

Other net assets (liabilities)

Cash & cash equivalents

 
 

This summary of investment portfolio may change due to the ongoing portfolio transactions of the Fund. Quarterly updates of the Fund’s investment portfolio are available from the Manager at 

www.stoneco.com. 

* Note: Sectors and Industries representing less than 5% and 2% respectively of the portfolio are included in “Miscellaneous”. 
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CAUTION REGARDING FORWARD-LOOKING STATEMENTS 

This document may contain forward-looking statements relating to anticipated future events, results, circumstances, performance or expectations that are not 
historical facts but instead represent our beliefs regarding future events. By their nature, forward-looking statements require us to make assumptions and are 

subject to inherent risks and uncertainties. There is significant risk that predictions and other forward-looking statements will not prove to be accurate. We 

caution readers of this document not to place undue reliance on our forward-looking statements as a number of factors could cause actual future results, 
conditions, actions or events to differ materially from the targets, expectations, estimates or intentions expressed or implied in the forward-looking statements. 

Actual results may differ materially from management expectations as projected in such forward-looking statements for a variety of reasons, including but not 

limited to: market and general economic conditions, interest rates, regulatory and statutory developments, the effects of competition in the geographic and 
business areas in which the Fund may invest and the risks detailed from time to time in the Fund’s simplified prospectus. We caution that the foregoing list of 

factors is not exhaustive and that when relying on forward-looking statements to make decisions with respects to investing in the Fund, investors and others 

should carefully consider these factors, as well as other uncertainties and potential events, and the inherent uncertainty of forward-looking statements. Due to 
the potential impact of these factors, the Fund does not undertake, and specifically disclaims, any intention or obligation to update or revise any forward-looking 

statements, whether as a result of new information, future events or otherwise, unless required by applicable law. 
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