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Calgary Portfolio Management Trust

September 30, 2022

Dear Stakeholders,
The Calgary Portfolio Management Trust (CPMT) Class of 2023 would like to extend our gratitude to the Board of
Trustees for its continued commitment to and engagement with the program. We would also like to sincerely thank
the CFA Society of Calgary and the CPMT alumni for their commitment and support. Finally, we would like to thank
all of our supporters in the Calgary business community for their vested interest in the program.
A vital component of the CPMT experience is the mentorship program, which provides students with invaluable
support ranging from technical expertise to career guidance. The CPMT is grateful for all the professionals who
have made themselves available to students for the upcoming year. We have learned an enormous amount from
our mentors and look forward to another year of collaborative mentorship.
The speaker series program, where industry professionals take valuable time out of their days to speak with the
team, is also a valued component of the CPMT. The Fund is grateful to the professionals that have made the time
to meet with us. The knowledge and relationships built through these engagements have greatly contributed to the
ongoing improvement and success of the Fund.
After expanding our investment universe three years ago to include U.S. equities, the Fund currently sits at a 44/56
weighting between Canadian and U.S. equities. Following a volatile year in the market, the Fund aims to carry the
momentum and rigor of last year’s work into continued fruition into the new fiscal year. The CPMT intends to remain
focused and agile in the face of continued market volatility and macroeconomic uncertainty, retaining our
commitment to a bottom-up approach of allocating funds to high-quality names that fit our investment mandate of:
(1) high caliber management team, (2) sustainable competitive advantage, (3) strong balance sheet, and (4)
growing free cash flow. We will continue to evaluate investment decisions in the context of portfolio strategy and
our macroeconomic outlook.
Involvement in the CPMT program offers invaluable exposure to a challenging and scholastic environment, creating
an unrivaled student experience. We hope that the ongoing effort put forth by our team, along with external support,
will continue to develop knowledgeable and skilled graduates from the program. We are eager to continue to
improve the program and strive to maintain our commitment to excellence.
Sincerely,

Adrianna Dolata, Portfolio Manager

Arnuv Mayank, Portfolio Manager

________________________

________________________

Emily Chen, Portfolio Manager

Eric Xiao, Portfolio Manager

________________________

________________________

Gavin Stalwick, Portfolio Manager

Karlen Slater, Portfolio Manager

________________________

________________________

Noor Azeem, Portfolio Manager

Wesley Sherrard, Portfolio Manager

________________________

________________________
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Biographies
CPMT CLASS OF 2023
ADRIANNA DOLATA
Portfolio Manager
5th Year, Finance / Economics
Adrianna joined the CPMT in March 2021 as an Investment Analyst. She is excited to further develop her portfolio
management, equity research, and financial modeling skills through the program. Adrianna is currently working on
completing a dual degree in Finance and Economics with a concentration in Applied Energy Economics. Adrianna
completed an internship in summer 2022 at National Bank Financial as a Summer Analyst on the Investment
Banking team. In her free time, Adrianna enjoys cooking, swimming, hiking, reading, and travelling.

ARNUV MAYANK
Portfolio Manager
5th Year, Finance / Mathematics
Arnuv joined the CPMT in March 2021 as an Investment Analyst. He is looking forward to further developing his
skills in equity research and modelling, while also learning new skillsets as he transitions into his role of a Portfolio
Manager. Arnuv is currently working on completing a dual degree in Finance and Mathematics. Currently, Arnuv is
working as the Chief Strategy Officer for a Calgary-based startup called Collavidence. In summer 2021, Arnuv was
an undergraduate researcher in financial mathematics at the University of Calgary. Arnuv has also completed a
prior internship with Hicks Intellectual Property as a patent assistant. In his free time, Arnuv enjoys tennis, gaming,
travelling, running, and hiking.

EMILY CHEN
Portfolio Manager
4th Year, Accounting / Data Science (Minor)
Emily joined the CPMT in March 2021 as an Investment Analyst. She is excited to develop her skills pertaining to
equity research, portfolio management, and financial modelling over the course of the program. Emily is currently
working towards a degree in Accounting with a minor in Data Sciences. In addition to CPMT, Emily has been
involved with the Inter-Collegiate Business Competition, the Calgary Social Value Fund, and the University of
Calgary Consulting Association’s McKinsey pro-bono consulting engagement. During summer 2022, Emily interned
at CIBC World Markets as an Investment Banking Summer Analyst in the Energy, Infrastructure and Transition
group, where she will be returning full-time upon graduation. Emily has also completed a prior audit internship with
Deloitte and has worked at the University of Calgary as a summer research assistant. In her spare time, Emily
enjoys baking, painting, music, fashion, yoga, and fitness.

ERIC XIAO
Portfolio Manager
5th Year, Finance / Mathematics
Eric joined the CPMT in March 2021 as an Investment Analyst. He is excited to further develop skills in equityresearch, valuation, and portfolio management throughout his time with the program. Eric is currently working
towards completing a dual degree in Finance and Mathematics. In addition to the CPMT, Eric is a part of the
University of Calgary Trading Team, having competed in the Rotman International Trading Competition in 2021 and
2020. In summer 2023, he will be interning at Barclays as an Investment Banking Summer Analyst. Previously, he
has completed internships at Macritchie as a Private Equity Summer Analyst and Seven Generations Energy and
ARC Resources as a Treasury intern. Upon graduation, Eric intends to pursue a career in the capital markets. In
his free time, Eric enjoys weightlifting, golf, cooking, and snowboarding.
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GAVIN STALWICK
Portfolio Manager
4th Year, Finance
Gavin joined the CPMT in March 2021 as an Investment Analyst. He is thankful for the Board of Trustees and the
alumni base that provide continued support of the program. Gavin is looking to develop his knowledge of financial
markets, equity research, valuation, and portfolio management during his time in the program. Gavin is currently
working towards completing a degree in Finance. In addition to the CPMT, he is a student-athlete with the University
of Calgary Men’s Rugby Club. Gavin is currently employed with National Bank Financial as an Intern Analyst in the
Credit Capital Markets group. In the past, Gavin has worked part-time throughout the school year with Invico Capital
and completed summer employment terms with National Bank Financial and the University of Calgary’s Endowment
as a Treasury and Investments intern. In his spare time, Gavin enjoys snowboarding, weightlifting, rugby, and video
games.

KARLEN SLATER
Portfolio Manager
5th Year, Finance
Karlen joined the CPMT in March 2021 as an Investment Analyst. He is looking to develop his skills in equity
research, portfolio management, and financial modeling during his time with the program. Karlen is currently working
towards completing a degree in finance and an embedded certificate in leadership studies. This past summer,
Karlen worked at National Bank Financial in Calgary on the Investment Banking team and will be joining the group
full time upon graduation. Previously, Karlen has completed internships at Macritchie as a Private Equity Analyst
Intern and at Radicle as a Global Markets and Strategy Intern. Throughout the fall semester, Karlen is back working
at Macritchie part time. In his spare time, Karlen enjoys hockey, golf, and water sports.

NOOR AZEEM
Portfolio Manager
5th Year, Finance
Noor joined the CPMT in March 2021 to develop a deeper understanding of financial markets, valuation, and
portfolio management. Noor is currently working towards completing a degree in finance, upon which she will join
CIBC as an Investment Banking Analyst in the Energy, Infrastructure and Transition group. In addition to the CPMT,
Noor has been involved with the University of Calgary Consulting Association, the CFA research challenge, and
JDC West as a Business Strategy delegate. In summer 2022, she completed a work term with the investment
banking team at JP Morgan Calgary. In summer 2021, she interned at Peters & Co. Limited as a Corporate Finance
Intern, before joining BCI as a Canadian Large Cap Equities Analyst for the fall. In her spare time, Noor enjoys spin,
hiking, paintball, and music.

WESLEY SHERRARD
Portfolio Manager
5th Year, Finance / Computer Science (Minor)
Wesley joined the CPMT in March 2021 as an Investment Analyst. He is looking forward to expanding his knowledge
of portfolio management, financial markets, and financial modelling. Wesley is currently working towards completing
a degree in Finance and a minor in Computer Science. In addition to the CPMT, Wesley has been involved with the
University of Calgary Trading team. This past summer, he worked at the National Bank Financial in the Project
Finance group, where he will be returning full-time upon graduation. He also completed a summer with National
Bank Financial in the Credit Capital Markets team and with Merchant Equities Capital as a Fall Co-op Analyst. Upon
graduation, Wesley intends to pursue his CFA designation. In his spare time, Wesley enjoys hiking, snowboarding,
and cooking.
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DANIEL KRAPIWIN
Investment Analyst
4th Year, Finance
Daniel joined the CPMT in March 2022 as an Investment Analyst. He is thankful to the Board of Trustees, mentors,
and alumni for the continued support in making this opportunity possible. He looks forward to developing a deeper
understanding of financial markets, portfolio management, and equity research. Daniel is currently working towards
a degree in Finance. In addition to the CPMT, Daniel has been involved with the University of Calgary Consulting
Association, JDC West as an International Business Delegate, the McGill International Portfolio Challenge, and the
DeNovo Student Investment Fund as both a Portfolio Manager and the VP of Marketing. Presently, Daniel is working
at BluEarth Renewables as a Finance Student. In summer 2023, Daniel will be joining National Bank Financial in
their Credit Capital Markets team. In his spare time, Daniel enjoys disc golf, golf, hiking, and watching F1.

JACOB KEMP
Investment Analyst
4th Year, Finance / Economics
Jacob joined the CPMT in March 2022 as an Investment Analyst. He is thankful for the Board of Trustees and the
alumni base that provide continued support of the program. He is excited to further develop skills in portfolio
management, financial modelling, and valuation throughout his time with the program. Jacob is currently working
towards completing a dual degree in Finance and Economics. Currently, Jacob is working at SAF Group as an
Intern Analyst. Jacob has previously completed internships in Private Equity, Equity Research and Oil and Gas with
Macritchie, Acumen Capital Partners and TAQA. In summer 2023, Jacob be joining TD Securities as an Investment
Banking Summer Analyst in the Global Energy Group. In his free time, Jacob enjoys weightlifting, golf, hockey,
skiing, and reading.

JEEVAN GILL
Investment Analyst
4th Year, Finance / Music (Minor)
Jeevan joined the CPMT in March 2022 as an Investment Analyst. He is excited to develop his skills in equity
research, portfolio management, and financial modelling over the course of the program. Jeevan is currently working
towards completing a degree in Finance and a minor in Music. In addition to the CPMT, Jeevan was involved with
the DeNovo Student Investment Fund, the CFA Research Challenge, and the McGill International Portfolio
Challenge. Jeevan is also an active musician in Calgary’s jazz community and has performed as a drummer with
ensembles such as the University of Calgary Jazz Orchestra and the Calgary Youth Jazz Orchestra. Jeevan
completed an internship in summer 2022 as a Staff Accountant at Deloitte in its Audit Public group. In summer
2023, Jeevan will be joining Bank of America as an Investment Banking Summer Analyst in its Global Energy &
Power Group. In his free time, Jeevan enjoys practicing his drumming, listening to music, and watching basketball.

JOÃO VITOR BEANI
Investment Analyst
3rd Year, Finance / Economics (Minor)
João joined the CPMT in March 2022 as an Investment Analyst, and would like to thank the Board of Trustees,
mentors, and alumni for the continued support in making this opportunity possible. João is looking forward to
developing a deeper understanding of financial markets, valuation, portfolio management, and equity research
throughout the program. João is an international student from Brazil currently working towards a degree in Finance
with a minor in Economics. Previously, João completed a part-time internship at Pivotal Capital Advisory Group and
a Summer Internship at Stone Co. in the Software M&A division. In his spare time, João enjoys soccer, tennis,
hiking, and music.
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JOEL HOMERSHAM
Investment Analyst
4th Year, Finance / Economics
Joel joined the CPMT in March 2022 as an Investment Analyst, and would like to thank the Board of Trustees,
mentors, and alumni for the continued support in making this opportunity possible. He is excited to further develop
his skills pertaining to portfolio management, equity research and financial modelling throughout his time with the
program. Joel is currently working towards a dual degree in Finance and Economics. In addition to the CPMT, Joel
is involved with the Haskayne Finance Club and most recently served as the Director of Equity Research. Joel has
completed internships in the Real Estate Private Equity and Energy Services with the Ayrshire Group and West
Earth Sciences. In summer 2023, Joel will be joining RBC Capital Markets as an Investment Banking Summer
Analyst in the Global Energy Group. In his free time, Joel enjoys playing golf, hockey, and reading.

LUKE FRAME
Investment Analyst
4th Year, Honours Finance / Computer Science
Luke joined the CPMT in March 2022 as an Investment Analyst and looks forward to further developing his skills in
and understanding of financial analysis and modelling. Throughout the next two years, he is determined to make a
positive contribution to the program and help the University to continue to be a major player in Canadian business
academia. Luke is currently working towards completing an honours degree in Finance while also pursuing a degree
in Computer Science. Over the past two summers, he completed internships at Peters & Co. working in the Equity
Research and Institutional Sales & Trading divisions. In his free time, Luke enjoys hockey, golf, skiing, mountain
biking and camping and is a member of the Haskayne Finance Club.

RAUNAK SANDHU
Investment Analyst
3rd Year, Honours Mathematics / Computer Science
Raunak joined the CPMT in March 2022 as an Investment Analyst and looks forward to developing a deeper
understanding of portfolio management and equity research. Raunak is currently working towards completing a
dual degree in Mathematics and Computer Science and has a strong interest in financial markets. In addition to the
CPMT, Raunak has completed a summer software development internship with Dissolve and worked as a computer
science research assistant for summer 2022. In winter 2023, Raunak will work at the Ontario Teachers’ Pension
Plan as a Programming and Quantitative Modelling Intern and in summer 2023, he is scheduled to work as a
Software Development Engineer Intern at Amazon. Outside of his academics, Raunak enjoys playing and
competing in the sport of badminton and travelling.

REBECCA BUTLER
Investment Analyst
4th Year, Finance
Rebecca joined the CPMT in March 2022 as an Investment Analyst, and would like to thank the Board of Trustees,
mentors, and alumni for the continued support in making this opportunity possible. Rebecca is looking forward to
developing a deeper understanding of financial markets, valuation, portfolio management, and equity research
throughout the program. Rebecca is currently working towards a degree in Finance and an embedded certificate in
Sustainability Studies. In addition to the CPMT, Rebecca teaches piano and music theory. Previously, Rebecca
completed her first co-op term at Fidelity Investments as a Calgary Advisor Sales Intern, and her second term as a
Financial Analyst out of Fidelity’s Toronto office. In summer 2023, Rebecca will be interning at National Bank
Financial in Calgary as an Investment Banking Summer Analyst. In her spare time, Rebecca enjoys fitness, skiing,
wake surfing, music, and coffee.
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RYAN CRISALLI
Investment Analyst
4th Year, Finance / Economics (Minor)
Ryan joined the CPMT in March 2022 as an Investment Analyst, and would like to thank the Board of Trustees,
mentors, and alumni for the continued support in making this opportunity possible. Ryan is eager to further develop
his skills in financial modelling, equity research, and portfolio management during his time with the program. Ryan
is currently working towards a degree in Finance with a minor in Economics. In addition to the CPMT, Ryan is a
part of the University of Calgary Trading Team. He has previously completed internships in Commodity Trading,
Private Equity, and Oil and Gas with CNOOC International, Caldwell Investment Management, and TAQA. In
summer 2023, Ryan will be joining BMO Capital Markets as an Investment Banking Summer Analyst in the Energy
group. In his free time, Ryan enjoys hockey, golf, snowboarding, music and traveling.
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Portfolio Strategy and Sector Views
OVERVIEW
During FY2023, the CPMT aims to supplement pitches and the analysis of new companies with a holistic view of the
portfolio. This page provides a summary of the CPMT’s outlook on each sector, which will help shape future capital
allocation decisions. The CPMT investment philosophy is centered on intrinsic value combined with systematic investment
selection. A systematic approach ensures discipline in purchase and sale decisions, focuses on owning high-quality
businesses, and reduces the probability of errors. The Portfolio Managers seek investments that offer quality management,
competitive advantages, strong balance sheets, and growing free cash flow, all while at an attractive valuation. We continue
to monitor the U.S. and Canadian yield curves, credit spreads, labour market, and corporate profits to measure the extent of
the economic recovery and believe that our efforts will lead to outperformance over the next year. The lasting
macroeconomic impacts of COVID-19 affecting central bank interest rates and supply chains globally will be a continued
area of consideration for us as we evaluate potential names, placing increased importance on mandate fit and the ability to
remain resilient in the current circumstances.

COMMUNICATION SERVICES
The CPMT’s sole holding in the Communication Services sector is Alphabet (NASDAQ: GOOGL). The Fund is currently
3.1% underweight in the sector relative to the blended benchmark. The CPMT will continue to monitor its current position in
GOOGL, while evaluating other telecommunication and media names that meet our mandate and provide growth
opportunities in a post-pandemic environment.

CONSUMER DISCRETIONARY
The CPMT's Consumer Discretionary weighting is currently in-line with the blended benchmark. Driven by inflationary
concerns, U.S. consumers are reallocating discretionary dollars to essential items; however, overall spending levels remain
relatively stable, having increased by 0.6% in September MoM. Although the sector witnessed contracting gross margins
over the last quarter, it is still generating record profits relative to its five-year historical average. Moving forward, companies
must find a balance between offsetting rising input costs by raising their prices while mitigating the resulting price sensitivity
across all income levels. The CPMT holds Aritzia (TSX: ATZ), Best Buy (NYSE: BBY), and lululemon athletica (NASDAQ:
LULU), which possess expansive e-commerce platforms, strong consumer loyalty, and inventory management systems.

CONSUMER STAPLES
The CPMT's Consumer Staples weighting is currently in-line with the blended benchmark. The Fund views the sector
favourably going forward into a recessionary environment given its defensive nature and historical outperformance during
times of market uncertainty. We will continue to monitor further opportunities in the space, but are confident in our sole
Consumer Staples holding, Costco Wholesale (NASDAQ: COST), given the Company’s industry leading margins and
customer retention rates.

ENERGY
The CPMT’s Energy weighting is currently 0.8% underweight relative to the blended benchmark. The sector has benefitted
from increased production activity, positive oil strip pricing, and improved demand for oil due to lifted travel restrictions.
Recently, natural gas prices have decreased due to warmer weather in the fall season in Europe and North America, but
prices continue to remain high. The CPMT believes that the shift towards asset optimization, government support for
decarbonization, pipeline and margin expansion projects, and positive price realizations for E&P firms will drive valuations
forward. The Fund is exposed to energy through companies with distinct competitive advantages and the ability to generate
free cash flow throughout various commodity price cycles. Going forward, we will continue to monitor the mandate fit of our
current energy holdings, Canadian Natural Resources (TSX: CNQ), Enbridge (TSX: ENB), and Tourmaline (TSX: TOU).

FINANCIALS
The CPMT is confident in the quality of its financial holdings, which include JPMorgan Chase (NYSE: JPM), Royal Bank of
Canada (NYSE: RY), and Brookfield Asset Management (TSX: BAM.A). The Fund is exploring the addition of another name
to further diversify and increase its exposure to the sector, given that it is currently ~9% underweight. We view strong
underlying credit quality and high deposit levels in combination with low savings interest rates as tailwinds to the
performance of larger banks. However, the Fund’s bullish view of the space is tempered by increased downside risk
stemming from the impact of rising credit spreads on subprime consumer loans, recessionary concerns arising from efforts
to control rapid inflation, and geopolitical tension. Additionally, the Fund has observed softened capital markets activity
largely due to expanding credit spreads primarily in low-rated tranches, as a function of recessionary concerns. The CPMT
is confident in its holding in BAM.A while it looks for further diversification opportunities, given the Company’s strong
underlying fundamentals and historical outperformance relative to peers.
FQ2 2023 Report
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HEALTH CARE
The CPMT believes that growth opportunities in the Health Care sector will persist post-pandemic, as the demand for
technological and product innovation to accommodate ever-evolving health concerns and treatment methods continue to
increase. The sector’s historically low beta and non-discretionary nature allow it to remain defensive during recessionary
periods. The Fund primarily capitalizes on these trends through its core holding, Thermo Fisher Scientific (NYSE: TMO), and
the addition of Zoetis (NYSE: ZTS) has provided a strong source of diversification within the sector. With the divestiture of
Abbott Laboratories (NYSE: ABT), the Fund is currently 1.1% underweight in the sector but is actively searching for a third
name that better fits the CPMT mandate.

INDUSTRIALS
The CPMT has grown skeptical of the growth that North American economies will experience over the next year as Federal
Reserve comments point to continued rate hikes. The Fund currently holds Canadian National Railway (TSX: CNR), Cintas
(NASDAQ: CTAS), and Waste Connections (TXS: WCN) within the sector and is 4.7% overweight the sector relative to its
blended benchmark. While the risk of a material slowdown will negatively impact demand, these effects should be mitigated
by the oligopolistic tendencies each of the CPMT’s Industrials holdings enjoy in their respective industries. As a result, the
CPMT remains confident on its positioning and will continue to evaluate other companies that demonstrate economic
resiliency and secular growth trends.

INFORMATION TECHNOLOGY
The CPMT is 4.1% overweight in Information Technology relative to its blended benchmark. The Fund has actively
monitored the performance and decline of Information Technology sector valuations amidst the rising rates environment.
The CPMT remains optimistic on the growth opportunities of its IT holdings, which include Microsoft (NASDAQ: MSFT),
Apple (NASDAQ: AAPL), Adobe (NASDAQ: ADBE), Visa (NYSE: V), Constellation Software (TSX: CSU), and Topicus.com
(TSXV: TOI). Although we expect long-term outperformance, the Fund will continue to monitor the impacts of inflation and
rising interest rates on the sector.

MATERIALS
The CPMT is currently 1.2% underweight in Materials relative to the blended benchmark. Companies within the sector have
experienced major shifts in scalability and profitability due to streamlined operations. The increasing demand for industrial
gases, electrification, and construction/renovation products are expected to act as key catalysts for growth. Although
fluctuating commodity prices, rising input costs due to labour, and ongoing supply chain issues have hindered the recent
momentum experienced by major players, the CPMT’s Materials holdings are well-suited to mitigate inflation effects through
pricing power. The Fund will continue to monitor the impact of these developments on its Materials portfolio, which includes
CCL Industries (TSX: CCL.B), Linde Plc (NYSE: LIN), and Teck Resources (NYSE: TECK).

REAL ESTATE
The CPMT is currently 0.8% underweight in Real Estate relative to the blended benchmark. In FQ3 2021, the Fund initiated
a position in American Tower (NYSE: AMT), which remains the sole holding in the sector. The CPMT maintains a strong
view on telecommunication REITs due to the industry’s high lease renewal rates, high operating margins, and low
maintenance expenses. Additionally, AMT’s international asset base and acquisition strategy continue to be key drivers of
our thesis on the name. The Fund will continue to monitor developments throughout the sector, including changes in the
interest rate environment, material input costs, and the progression of the ongoing economic reopening.

UTILITIES
The CPMT holds NextEra Energy (NYSE: NEE), and Brookfield Renewable Partners LP (TSX: BEP.UN), two leading
renewables producers poised to capitalize on the energy transition. Poor outlooks on economic growth and premium
valuations have resulted in relative underperformance to peers YTD. Rising rates raises concerns about being 1.6%
overweight the sector because of utility stocks’ historic inverse relationship with yields. BEP and NEE are both focused on
reinvesting cash flows and operate best-in-class assets supported by long-dated PPAs, so the Fund has decided to remain
invested in both companies but is exploring a trim in its Utilities holdings over the near- to medium-term.
CPMT
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Quarterly Snapshot - FQ2 2023
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Quarter in Review
QUARTER RETURN
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NOTE TO STAKEHOLDERS
The CPMT Class of 2023 would like to extend our
gratitude to the Board of Trustees, the CFA Society of
Calgary, and CPMT alumni for their continued
involvement and support of the program. We would
like to thank all of our supporters in the Calgary
business community for their vested interest in the
program and the professionals who have volunteered
their time to be a part of the mentorship program. This
mentorship provides students with invaluable
support, ranging from technical expertise to career
guidance, and more.
Involvement in the CPMT program offers unique
exposure to a challenging, rewarding, and scholastic
environment,
creating
an
unrivaled
student
experience. The goal of the Fund is to perpetually
support student opportunities, driven by our
commitment to provide real-world investing
experience. Additionally, the Fund donates 4% of the
3-year trailing AUM annually in support of
collaborative financial research.

Company’s ability to meet the mandate for quite some
time, with the initial trim from a 2 to 1 conviction
occurring in Q2 2022. The COVID-19 pandemic
entirely shifted the thesis around the name, as
COVID-19 testing became the Company’s primary
source of revenue generation. The Fund believed
that moving into a post-pandemic environment, the
valuation was much less attractive. The decision to
sell, however, was triggered by the Company’s
handling of the infant formula shortage and recall. The
CPMT is careful in its assessment of management,
and the Company’s culture of shortcutting and a lack
of discipline do not meet the requirements of the
mandate. Proceeds from the divestment remained in
cash, but the CPMT is actively searching for new
names within the Health Care sector to replace ABT.
In late September, the current class of Investment
Analysts
presented
preliminary
pitches
on
prospective portfolio additions as the final component
of the summer training program. Through this
process, the Fund uncovered four promising
investments on which we plan to conduct further due
diligence: NYSE: DAR, DIS, TSX: ATD, and DOL.
The Fund also had a full pitch on TSX: T with an
investment thesis centered around its best-in-class
wireless and wireline assets, market positioning, and
differentiated growth strategy relative to North
American telecommunications peers. T is a former
holding of the CPMT, and the Fund will explore
entering into a position in the name following further
discussion.
Moving forward, members of the Fund will continue to
conduct due diligence and evaluate current holdings
to ensure alignment with our investment mandate.

OVER THE QUARTER
The Fund returned 2.94% over the quarter, 344 bps
above the Blended Benchmark’s return of (0.50%).
Our outperformance was largely attributed to intrasector effects within the Consumer Discretionary,
Industrials, Information Technology, and Utilities
sectors. The Fund’s equity exposure is split
approximately 44/56 between Canadian and U.S.
equities. At this time, we remain comfortable being
overweight in U.S. names due to our conviction in the
Fund’s individual holdings. This exposure has also
benefited from the U.S. dollar rally; however, the
CPMT is monitoring Federal Reserve guidance and
will adjust our positions accordingly.
In September, the Fund divested its 3.14% position in
Abbott Laboratories (NYSE: ABT). Though the name
had remained a core holding in the CPMT portfolio
since Q4 2019, the CPMT had grown wary of the
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NEW RECOMMENDATIONS
COMPANY

TRANSACTION LOG
IMPLIED RETURN
54.8 %

OUTPERFORM

CNH Industrial

46.6 %

Darling Ingredients

26.7 %

Alimentation Couche-Tard

19.8 %

The Walt Disney Company

17.6 %

Qualcomm

11.2 %

PERFORM

Dollarama

7.7 %

Extra Space Storage
Canadian Pacific Railway

(0.4)%

*Note: Reflects implied upside as of September 30, 2022.
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Alimentation Couche-Tard
Consumer Staples
TSX: ATD
Market Outperform | Buy

Business Description

September 30, 2022
Jeevan Gill, Investment Analyst
Return on Investment
Current Share Price
Target Price
Dividend Yield
Implied Return
Conviction Rating

$55.61
$70.00
0.80%
27%
1

Market Profile
52-Week Range
Market Capitalization (US$mm)
Net Debt (US$mm)
Enterprise Value (US$mm)
Beta (5-Year Monthly)
Metrics
Revenue (US$mm)
EBITDA (US$mm)
EPS
EV/EBITDA

$45.23 - $60.66
$42,521
$7,142
$49,663
0.99
2022A
$62,810
$4,565
$2.60
10.9x

2023E
$74,095
$5,406
$2.85
9.2x

2024E
$71,168
$5,256
$2.88
9.4x

Historical Trading Performance (Indexed to $100)
$220

Blended Benchmark

TSX: ATD

$190
$160
$130
$100
$70
Oct-17

Jan-19

Apr-20

Jul-21

Sep-22

Source: S&P Capital IQ
Figure 1: C-Store Market Share by Operator (2022)
U.S.

Canada
TSX: IMO
25%

Other
81%

TSX: ATD
21%

TSX: SU
30%
TSX: ATD
9%

Source: IBISWorld
Alimentation Couche-Tard

(1) Road Transportation Fuel: Fuel provided at full-service and
automated sites for road transportation engines
(2) Merchandise and Services: Grocery items, packaged snacks,
fresh food offerings, beverages, ATM services, car wash
services, tobacco products, bus tickets, postage stamps, lottery
tickets, and gift cards
(3) Other: Aviation and stationary engine fuel, and rental income
from operating leases for owned and leased land and buildings

Industry Overview
ATD is the second largest global gas station and c-store operator
after Seven & i Holdings (TYO: 3382), which owns and operates 7Eleven. The Company holds the leading market share in the gas
station and c-store space in the Scandinavian and Baltic regions in
Europe and the U.S. ATD is the third largest gas station and c-store
operator in Canada. The Canadian gas station and c-store industry
is largely composed of integrated oil companies. Competitors gain
market share through the acquisition of retail assets sold by these
integrated operators. However, the gas station and c-store industry
in the U.S. is highly fragmented, as the two largest operators (ATD
and Seven & i) hold only ~17% of the total market share. Currently,
larger players in the U.S. are consolidating to increase market share
and operational scale through the acquisition of other gas stations
and c-stores.
As the global economy continues to recover from easing COVID-19
restrictions, the gas station and c-store industry will continue to
benefit from increases in vehicle miles driven, consumer income
levels, gas consumption, and c-store purchases.
Although there are global concerns surrounding inflation and the
possibility of a recession, the gas station and c-store industry has
historically seen strong performance in these macroeconomic
environments. The industry benefits specifically from the inelastic
demand for road transportation fuel as well as increased consumer
spending on staple goods provided at c-stores.

Mandate Fit

TYO: 3382
8%
NASDAQ: CASY
2%

Alimentation Couche-Tard (TSX: ATD) owns, operates, and licenses
an international chain of road transportation fuel stations (gas
stations) and convenience stores (c-stores). The Company owns and
operates ~14,000 stores across 24 countries, most of which are
situated in the U.S., the Scandinavian and Baltic regions in Europe,
and Canada. ATD operates under its proprietary brands: CoucheTard, Circle K, Holiday, and Ingo. The Company offers a variety of
consumer staple and discretionary goods and services broken down
into three main categories:

Other
17%

TSX: PKI
7%

Quality Management: ATD was co-founded in 1980 in Laval,
Quebec, by four individuals who are still members of the Company’s
executive team. Alain Bouchard, the current Executive Chairman
and Co-Founder, served as ATD’s President and CEO for 25 years
until 2014. Brian Hannasch then became the new President and
CEO, leveraging his prior experience from several VP roles within
ATD since joining the Company in 2001. The remaining (cont.)
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Figure 2: Geographic Revenue Breakdown (US$mm)
$75,000
United States

Europe and Other

Canada

$60,000

$45,000

co-founders all serve as Corporate Directors on the executive team.
Management has a strong track record of seamless acquisition
integration of new c-stores and gas stations, having successfully
acquired and consolidated ~10,700 stores into its global network
since 2004. Management also has extensive experience growing
sales, profitability, and margins through challenging macroeconomic
environments. Furthermore, 83% of CEO and 71% of NEO
compensation is composed of deferred share units, stock options,
and short-term incentives.

Competitive Advantage: ATD’s competitive advantage is derived
through its vast scale of operations from acquiring smaller
competitors, granting it a dominant market share and strong brand
$30,000
recognition among customers. Additionally, the Company operates
through a decentralized business model whereby store managers
operate stores autonomously. This allows managers to cater certain
product offerings and store layouts to the unique preferences of a
$15,000
particular customer demographic or region. Specifically, managers
have full authority to make decisions on local procurement strategies
in response to customer demands, which accelerates decisionmaking and leads to lower costs for the Company. This also allows
$0
2018
2019
2020
2021
2022
ATD to compete with local competitors who have a higher capacity
to focus on one specific geography or demographic. The Company
Source: Company Filings
characterizes itself as “the world’s biggest start-up” and aims to give
Figure 3: FY22 Revenue (Outside) and Gross Profit (Inside) local business units an entrepreneurial spirit through its
decentralized management structure.
1%

Strong Balance Sheet: ATD maintains a healthy balance sheet with
a Total Debt/EBITDA ratio of 1.8x and a Net Debt/EBITDA ratio of
1.5x, compared to the industry averages of 3.1x and 2.6x,
respectively. The Company preserves the health of its balance sheet
through prioritizing deployment of excess capital to complete M&A
transactions to avoid overleveraging. The Company has explicitly
stated that it does not favour store count growth over profitability and
financial health, further reflecting ATD’s capital discipline and
commitment to maintaining balance sheet strength.

27%
2%

51%

47%

72%

Road Transportation Fuel

Merchandise and Services

Other

Source: Company Filings
Figure 4: Net Debt/EBITDA vs Peers
3.5x

TSX: ATD

ESG Initiatives

Peer Average

3.0x
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2.5x

2.0x
1.5x

1.5x

1.0x
2018

2019

Source: S&P Capital IQ
Alimentation Couche-Tard

2020

Growing Free Cash Flow: ATD has a five-year FCF CAGR of 12%.
Low procurement costs derived from its decentralized management
structure enhance the Company’s FCF generation, as it has
converted an average of ~46% of EBITDA to FCF over the last 10
years. ATD has also grown dividends at a ~25% 10-year CAGR. In
2022, the Company renewed its share repurchase program to buy
back ~79mm shares, repurchasing ~11mm shares in Q1 2023.

2021

2022

Environment: In 2022, ATD issued its first Green Bond, targeting
investments in five key areas: clean transportation, energy efficiency,
renewable energy, pollution prevention and control, and sustainable
water and wastewater management. The Company is also taking
strides to reduce its carbon footprint by introducing recyclable and
reusable food packaging for its fresh food offerings, providing 100%
sustainably sourced coffee at store locations, converting fuel tanker
fleets to renewable natural gas, monitoring car washes to recycle
and recover water, and implementing LED lighting, cooler retrofits,
and cooling room optimization to reduce energy usage at c-stores.
Social: During the COVID-19 pandemic, ATD made significant
investments in personal protective equipment for store managers
and gas station attendants. The Company continues to provide
health and safety training programs to employees to prevent
workplace injury and invest in deterrence measures to prevent store
robberies.
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Figure 5: LHS EBITDA and FCF vs RHS Conversion
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Figure 6: Dividend per Share ($)

Governance: ATD is working to improve gender diversity at the
Board level. The Company met its goal of 30% female
representation on the Board of Directors in 2022 and has set a goal
to increase representation to 35% by 2025.

Norway Lab
In 2018, ATD introduced Electric Vehicle (EV) charging stations to its
store locations in Norway to capitalize on the country’s mass
adoption of EVs. The Company uses its store locations as “labs” to
study consumer behavior and in-store purchasing habits to improve
the experiential aspect of its stores as customers wait for their
vehicles to finish charging. To date, ATD has installed 700 fast
chargers at ~100 sites in Norway and is the leading provider of EV
charging stations in the country. The Company plans to use insights
from its Norwegian store locations to introduce EV charging stations
to the rest of its business units throughout Europe, the U.S., and
Canada. ATD has installed a total of 1,180 EV chargers in ~270 sites
in Europe, and recently deployed EV charging stations in Texas,
South Carolina, and Quebec, The Company will continue to
introduce EV charging stations to its North American store locations
over the next 24 months. As well, the Company has delivered ~8,100
home and workplace EV chargers to customers in Norway and is
developing a mobile application for customers to place orders for
home EV chargers and monitor the charging status of their vehicles.

Catalysts and Risks

$0.60

As COVID-19 restrictions lift, ATD can benefit from increased
visitation and consumer spending on staple and discretionary goods
at its gas stations and c-stores. Furthermore, the Company can
capitalize on the fragmented gas station and c-store industry in the
U.S. to continue its strategy of growth through acquisition.

$0.48

$0.36

A resurgence in COVID-19 cases, or any other global health crisis
could lead to recurring lockdowns in turn affecting gas station and cstore visitations. As well, the Company could experience delays or
increased procurement costs from pivoting suppliers of retail fuel and
c-store goods. ATD experienced challenges procuring retail fuel from
its European suppliers following Russia halting its supply of natural
gas to the continent during the onset of the Russia-Ukraine conflict.
Lastly, changing environmental laws and regulations could impact
ATD’s process for procuring, storing, and transporting retail fuel.

$0.24

$0.12

$0.00
2019

2020

2021

2022

2023E

ATD was valued at $70 using a five-year DCF with a WACC of 7.5%.
The target price was derived using a 50/50 blend of (1) the Gordon
Growth method, using a 1.0% terminal growth rate, and (2) an
EV/EBITDA exit multiple of 9.3x. ATD has historically traded at a
premium to its competitors, which the CPMT believes is justified due
to the Company’s business strength and competitive advantage.

Source: Company Filings, S&P Capital IQ
Figure 7: NTM EV/EBITDA vs Peers
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Investment Thesis and Valuation
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The CPMT views ATD favorably given its dominant market share,
global presence, experienced management team, and operational
excellence. As concerns of a recession arise, the Fund believes the
Company will maintain its strong performance due to management’s
experience and the inelastic demand for products and services
provided at gas stations and c-stores. In the long-term, ATD can
continue to grow through acquisition and integration of stores in the
U.S., and the Fund is optimistic the Company will continue to
demonstrate capital and operational discipline to complete
acquisitions. Moving forward, the CPMT will monitor ATD’s progress
and conduct further due diligence on the name.

Source: S&P Capital IQ
Alimentation Couche-Tard
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Canadian Pacific Railway
Industrials
TSX: CP
Market Perform | No Action
September 30, 2022
Arnuv Mayank, Portfolio Manager
Eric Xiao, Portfolio Manager
Jeevan Gill, Investment Analyst
Joel Homersham, Investment Analyst
Ryan Crisalli, Investment Analyst

Business Description

Return on Investment
Current Share Price
Target Price
Dividend Yield
Implied Return
Conviction Rating

$93.08
$92.00
0.80%
(0.4%)
1

Market Profile
52-Week Range
Market Capitalization ($mm)
Net Debt ($mm)
Enterprise Value ($mm)
Beta (5-Year Monthly)
Metrics
Revenue (US$mm)
EBITDA (US$mm)
EPS
EV/EBITDA

$85.29 - $106.93
$85,766
$20,717
$106,483
0.79
2022E
2023E
$8,776 $14,093
$5,013
$8,476
$2.67
$5.29
21.2x
12.6x

2024E
$15,415
$9,629
$6.32
11.1x

Historical Trading Performance (Indexed to $100)
$300
Blended Benchmark

TSX: CP

$250
$200

Canadian Pacific Railway (TSX: CP) owns and operates freight
railway networks throughout the U.S. and Canada. The Company
provides direct rail and intermodal transportation services connecting
the major Canadian and U.S. markets, such as Quebec and
Chicago, to various regions in North America. CP’s single operating
segment is rail transportation, which can be broken down into nine
distinct business lines: grain, coal, potash, fertilizers, forest products,
energy, metals, automotive, and intermodal. Of these business lines,
intermodal, which primarily consists of retail goods in overseas
containers that can be transported by train, ship, and truck, accounts
for the largest share of the Company’s revenue, making up 22% of
the overall cargo mix. In 2021, CP announced the acquisition of
Kansas City Southern (KCS) for US$31B, creating the first railway
network connecting the U.S., Canada, and Mexico. This allows CP to
further expand its addressable market and provide new competition
against its rival, Canadian National Railway (TSX: CNR).

Industry Overview
Within the transportation industry, the two main modes shippers
utilize are truck and rail. The North American trucking industry is
highly competitive due to low switching costs and severe market
fragmentation. As a result, truckers are limited in the volumes they
can transport and struggle to streamline their operations, as seen
through the industry average operating ratio of 91%. Conversely,
North American rail is highly concentrated, with the seven Class 1
railroads accounting for 94% of industry revenues. These Class 1
railroads have sticky customer bases given the limited shipping
options for suppliers and possess a wide moat due to its capitalintensive nature and irreplaceable access to densely populated
areas. In addition, trucking utilization is more sensitive to fuel prices
as rail transportation is four times more fuel efficient.

$150

Mandate Fit

$100

Quality Management: CP is led by President & CEO Keith Creel,
who assumed the role in 2017. Creel began his railroading career
under the late Hunter Harrison, an industry pioneer who was the
leading proponent of Precision Scheduled Railroading (PSR). Under
Creel, CP has achieved the lowest operating ratio among its Class 1
peers. CP employs a large management team, which allows for
specialized oversight in key operational geographies and business
lines. Its NEOs have been with the Company for several years and
have joined CP with a plethora of industry experience developed at
other North American Class 1 railroads.

$50
Oct-17
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Jul-21

Sep-22

Source: S&P Capital IQ
Figure 1: LHS Pre- & RHS Post-Merger Network Maps

Competitive Advantage: CP’s competitive advantage stems from
its asset base. Following the expected close of the CP-KCS merger
in January 2023, CP will operate the first contiguous rail network that
spans Canada, the U.S., and Mexico.

Source: Company Filings
Canadian Pacific Railway

The combined entity’s network will be key in connecting customers
to new markets. CP is poised to increase market share following the
extension to KCS’ exclusivity in Mexico, allowing rail traffic to remain
on CP’s line as it moves to the Midwest. Pre-merger, 80% of this
traffic was handed off to Burlington Northern Santa Fe (BNSF) or
Union Pacific (NYSE: UNP). After consulting shippers, CP (cont.)
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has raised its revenue synergy guidance as shippers have affirmed
their preference for the post-merger CP-KCS network. In addition,
KCS’ spare capacity at the Port of Lazaro in Mexico will provide a
compelling alternative for shippers to divert their traffic from
congested ports in the U.S., including Los Angeles Long Beach. The
Company’s current revenue mix consists of bulk commodities,
merchandise, and intermodal. Limited exposure to crude-by-rail
allows for longer and faster moving locomotives, as it does not have
to alter the composition of its cargo to comply with Canadian Energy
Regulator (CER) requirements. Post-merger, CP will inherit KCS’
merchandise-focused book of business, diversifying the entity’s
revenue mix.

Figure 2: Operating Ratio vs Peers
66%

CP
CNR

64%

Peer Average

62%
60%
58%
56%
2017

North American Class 1 railways utilize PSR but have struggled to
employ this with the success CP has realized. As a result, CP has
outperformed its peer average operating ratio by 210bps.
2018

2019

2020

2021

Source: Company Filings
Figure 3: Q2 2022 Segmented Cargo Mix
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Figure 4: LTM Net Debt/EBITDA
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Growing Free Cash Flow: CP has grown FCF at a 15% five-year
CAGR. The Company’s LTM capex was US$1.4B (17.5% of
revenue) primarily used for locomotive and railroad maintenance.
Currently, the remaining FCF is being used to pay down debt. As CP
operates in a duopoly with CNR, it has significant pricing power and
can price above inflation, effectively passing on increases in input
and operating costs directly to customers. Further, the CPMT
expects US$1B of EBITDA synergies associated with the merger to
enhance FCF generation. In 2021, CP halted share repurchases to
retain additional capital for debt servicing related to the merger.

Business Risks
The ongoing trade war between the U.S. and China has dampened
freight railroad profits, as increased tariffs from both countries on
imported goods have slowed global economic growth. This has led
to a significant decrease in the number of ocean shipments from
China to the U.S., resulting in less truck and freight rail demand at
U.S. ports.

Source: Company Fillings

5.75x

Strong Balance Sheet: CP has an interest coverage ratio of 4.5x,
which is below its peer average of 7.4x. The Company has available
liquidity through a US$1.3B undrawn committed credit facility, a
US$1.0B commercial paper program, and a $138mm cash position.
CP has long-term debt of $20.9B and has repaid $552mm over H1
2022. The Company’s high debt levels are attributable to its takeover
of KCS. In Q1 2022, CP added disclosure of a pro-forma adjusted
net debt to EBITDA ratio to better align with its current debt
covenants. In addition, following the KCS acquisition, S&P Global
Rating maintained a BBB+ credit rating for CP, while Moody’s
downgraded the Company from a Baa1 to Baa2. Both agencies have
expressed a stable outlook for the Company’s credit moving forward.

Dec-21

Sep-22

Intermodal demand is heavily influenced by the consumption of
goods and retailers' willingness to restock. Thus, CP is exposed to
the economic health of the Canadian, U.S. and, to a lesser extent,
Chinese economies. Global economies, notably Canada and the
U.S., are currently battling high inflation and looming recession fears.
A focal point for CP is the pending merger with KCS, as it bears
significant integration risk; however, the CPMT believes
management will maneuver the merger smoothly given its historical
operational excellence. The main concern are integration delays
which may affect CP’s ability to tack on new customers, thus
reducing projected revenue synergies. Furthermore, integration
delays may also result in an increase in customer turnover due to the
low switching costs and the critical nature of the service.
Furthermore, union agreements with the Teamsters Canadian
Railway Conference poses major concerns for CP’s (cont.)
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Figure 5: Free Cash Flow ($B)
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Canadian segment, as such labour disruptions can significantly
impact the Company’s supply chain and operations. CP has also
seen operating costs increase due to rising fuel prices, which are
expected to remain at elevated levels moving into 2023. The
Company passes these fuel costs on to customers and indirectly
benefits from this as rail companies poach customers from fuelsensitive trucking companies.

Evaluating the Success of PSR
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Source: S&P Capital IQ
Figure 6: Return on Capital vs Peers
18%
NASDAQ: CSX

NYSE: UNP

TSX: CNR

TSX: CP

15%

12%

9%

6%

3%
Sep-19

Jun-20

Mar-21

Dec-21

Sep-22

Source: S&P Capital IQ

$2,500

$4.50
Dividends Paid ($mm)
Share Repurchases ($mm)
EPS ($)

$4.00

$1,500

$3.50

$1,000

$3.00

$500

$2.50

$0

$2.00
2017

2018

Source: S&P Capital IQ
Canadian Pacific Railway

Although PSR has drastically improved railway profitability and
efficiency, it has failed to perform as advertised with regards to
precision and scheduling. As PSR has largely become common
practice, Class 1s seek additional ways to lower their operating
ratios. Emphasis has been placed on lengthening trains beyond the
point for which railroads were designed. Rail companies preach
drastic improvements in dwell time, but this metric only considers
wait times in rail yards, failing to capture a material amount of idle
time that occurs at passing lanes. These bottlenecks have not only
increased total travel times but also reduced predictability for
shippers. Other common practices include minimizing capex, crew
sizes, and crew changes. As a result, shippers have continuously
scrutinized Class 1s for poor service and delays, and workers have
raised concerns regarding safety and long, irregular, and inefficient
work hours.

Investment Thesis and Valuation

Figure 7: LHS Return of Capital vs RHS EPS

$2,000

PSR was developed in 1993 at Illinois Central and implemented at
the Class 1 level by CNR in 1998. This operational methodology
sought to shift the focus from moving trains to moving railcars. Under
PSR, trains aim to always be in motion and railcars are picked up on
schedule regardless of train length. Railcars are loaded at terminals
and can be billed and shipped to customers with minimal wait time.
PSR requires fewer locomotives and crews, reducing capital and
operating expenditures. In the past, shippers were required to ship a
train-unit of product to be serviced by the railroad. With the focus on
moving cars rather than trains, railroads that employ this technique
accommodate smaller shipments and foster a diverse book of
business. The shift from the hub-and-spoke model to a point-to-point
system has proven to be highly successful, resulting in higher
system-wide speeds and lower dwell times.

2019

2020

2021

The CPMT valued CP using a five-year DCF with a WACC of 7.82%,
consisting of a 50/50 blend of (1) the Gordon Growth method using a
2.0% terminal growth rate and (2) the application of a 10.0x
EV/EBITDA exit multiple, yielding a target price of $92. As a result,
the Fund expects CP to return its cost of equity in the near-to midterm. However, the Fund believes that the market now appreciates
the benefits of PSR and expects aggressive reductions in the
operating ratio post-merger, but it fails to recognize the threats that
current industry practices place on the fundamental value of industry
players, especially of CP with its intense focus on PSR. Thus,
though the CPMT is long-term bullish on rails as an asset class,
viewing it as an essential and irreplaceable mode of freight transport,
it recommends No Action.
Naturally, this prompts a brief update on CNR, one of the CPMT’s
core holdings. Following a review of CNR’s new strategic initiatives,
the CPMT remains uncertain on whether the Company is shifting
back to PSR following years of underperformance or if the refocus
prioritizes a balance between operational efficiency and customer
service. Accordingly, the Fund is exploring a trim in the name.
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Figure 8: LHS Weekly Revenue-Ton-Miles vs RHS Carloads
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Figure 9: Valuation Football Field
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Figure 10: NTM EV/EBITDA vs Peers
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NYSE: CNHI
Market Outperform | Buy
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Noor Azeem, Portfolio Manager
Karlen Slater, Portfolio Manager
Joao Vitor Beani, Investment Analyst

Business Description

Return on Investment
Current Share Price
Target Price
Dividend Yield
Implied Return
Conviction Rating

$11.17
$17.00
2.56%
55%
2

Market Profile
52-Week Range
Market Capitalization (US$mm)
Net Debt (US$mm)
Enterprise Value (US$mm)
Beta (5-Year Monthly)
Metrics
Revenue (US$mm)
EBIT (US$mm)
EPS
EV/EBIT

$10.77 - $17.07
$15,240
$175
$15,415
1.18
2022E
$22,015
$2,493
$0.93
6.2x

2023E
$23,618
$2,805
$0.95
5.5x

2024E
$25,028
$2,959
$1.01
5.2x

Historical Trading Performance (Indexed to $100)
$220
Blended Benchmark
NYSE: CNHI
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Source: Bloomberg
Figure 1: Revenue Segmentation (US$B)
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CNH Industrial

2024E

CNH Industrial N.V. (NYSE: CNHI) develops equipment for the
agricultural and construction sectors through five brands: Case IH,
New Holland Agriculture, New Holland Construction, Case
Construction Equipment, and Steyr-Traktoren. Additionally, it offers
customers a full range of financial services to accelerate sales in its
parts and services division through its subsidiary, CNH Industrial
Capital. CNH sells its equipment through a dealer network in 180
countries. During 1H 2022, North American sales comprised 38% of
total revenue, with Europe, the Middle East, Africa, South America,
and Asia Pacific contributing 33%, 20%, and 9% of revenue,
respectively. The Company's headquarters are in London, United
Kingdom, and it was founded through the merger of CNH Global
N.V. (Case and New Holland) and Fiat Industrial (Iveco) in 2013.

Commercial Vehicle Demerger
Present-day CNHI is the product of several transformational mergers
and, most recently, a demerger consisting of the disposal of its “OnHighway” operations holding, Iveco (BIT: IVG). CNHI announced this
demerger in 2019, and the companies began trading as separate
entities on January 3, 2022. The decision to separate these
businesses arose from the need to reduce operational inefficiencies
and simplify the business. As a result, the two separate entities may
now focus on growth and optimization within their specific industries,
including truck, bus, specialty and defense vehicles and powertrain
operations operating under IVG. The CNHI and IVG split follow other
recent spin-offs of truck-related operations from companies such as
Daimler and Volkswagen. The Fund views the demerger positively,
allowing CNHI's management to focus on the construction and
agriculture equipment manufacturing operations. CNHI was able to
reduce exposure to the European market due to the demerger, in Q2
2022 ~74% of IVG’s revenues were from Europe. Looking at Q2
YoY, IVG grew revenues 4.4% however unit sales were down 12%
due to decreased product demand and major supply chain issues.

Industry Overview
Agriculture: In the U.S. equipment manufacturing space, Deere
(NYSE: DE) holds 43% market share, with CNHI holding ~16% of
the market as the second-largest player. The segment is highly
exposed to crop price fluctuations, which given their current price
elevation, will serve as a tailwind into 2023. The low-interest rate
environment aided major manufacturers' performance as farmers
increased equipment purchases between 2020 and early 2022.
Looking forward, the Fund expects a slowdown in industry growth
due to deflating crop prices compared to current levels and higher
interest rates creating a less appealing environment for farmers to
purchase equipment. Although the sector is mature, low-cost
competitors threaten these manufacturers' market share in Asia.
Margins in the space have contracted due to increased labour and
material costs but are expected to increase due to labour
automation. Declining steel prices will also serve to expand margins,
given its significance in the manufacturing space as a major raw
input. Finally, the slowdown in global population growth to a ~0.8%
CAGR until 2030 versus ~1.2% from 2010 to 2020 indicates stability
in the growth of the segment's revenue, albeit at a reduced pace.
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Figure 2: Q2 Segmented Revenue vs Peers
Agricultural

100%

Construction

Financial Services

Other

80%
60%
40%
20%
0%
CNHI

CAT

DE

ALG

AGCO

Source: Company Filings, S&P Capital IQ

Mandate Fit

Figure 3: Commodity Prices (Indexed to $100)
$300

Soybean
Sugar Cane

$250

Corn
Wheat

$200
$150
$100
$50
Oct-19

Jun-20

Mar-21

Dec-21

Sep-22

Source: S&P Capital IQ
Figure 4: LHS Industrial EBIT vs RHS EBIT Margin
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Figure 5: Interest Coverage Ratio
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Construction: Recent legislation, such as the Inflation Reduction
Act and the Infrastructure Investment and Jobs Act in the U.S., and
steady growth in infrastructure projects globally serve as a tailwind to
the construction equipment manufacturing space. Additionally,
record high metal prices, due to union labour contract disputes and
ongoing Russia-Ukraine conflicts, are finally set to decline,
expanding operating margins. The most prominent global players
include Caterpillar (NYSE: CAT), Komatsu (TYO: 6301), XCMG
(SHE: 000425), Sany (SHA: 600031), and DE. Historically,
construction activity is highly volatile, given its dependency on
government legislation, interest rates, commodity pricing, and
disposable income levels. In addition, the strong performance of the
U.S. dollar will increase construction equipment-related imports from
other countries.
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Quality Management: In 2021, Scott Wine joined as the Company's
CEO after his role as CEO and Chairman at Polaris (NYSE: PII) for
12 years, in which he grew a small Powersports company valued at
~US$2B into a Fortune 500 company valued at ~US$7B. All global
business unit leads have been with the Company since, at the latest,
2013 and previously spent time working in the respective unit's
industry. The Fund views the industrial and strategic expertise the
current management team brings to CNHI as a solid positive for its
growth prospects and successful demerger from IVG. In February
2022, management established CNH Industrial Ventures, a division
that invests in early-round ventures focused on the Company's ESG
and innovation goals. CNH Industrial Ventures has six portfolio
companies, which utilize CNHI’s existing global network to grow and
sell products. CNH Industrial Ventures investments have been
focused on the agriculture segment, specifically in automation, clean
fuel usage, and technology that can be integrated into equipment
with a goal to increase crop yields.
Competitive Advantage: In its construction segment, the Company
acquired Sampierana in August 2021, a company that produces mini
and midi excavators, which are entry products in the industry and
could potentially increase CNHI’s penetration in the market. On the
agriculture side, the Company invests heavily in technology to
improve its customers’ connectivity, optimize its clients’ productivity,
and provide a better user experience. CNHI aims to increase its Net
Promoter Score (NPS) by 15 points by 2024 and seeks to specialize
its operations, such as with its recent acquisition of Raven in the
precision agriculture space. CNHI benefits from the proven
capabilities of its management team to execute on turnaround plans
in the construction segment, acquisition opportunities, and
strengthen its dealer network. While the CPMT recognizes that CNHI
has lacked a strong competitive advantage in the past, it is confident
in the ability of the new management team to build out its
competitive moat in the industrial space over the coming years.
Strong Balance Sheet: The Company’s debt profile is split between
its Industrial and Financial Services operations, the bulk of which is
dedicated to the latter. The CPMT believes in CNHI’s ability to fund
future cash needs, given its strong liquidity position with US$5.0B
available in an unsecured revolving credit facility, a US$3.6B cash
position, and access to financial markets. CNHI possesses a strong
balance sheet, with a Net Debt/EBITDA of 0.4x, compared to the
construction peer average of 1.0x and agriculture peer average of
1.1x. In September 2021, CNHI acquired Raven, which was reflected
in a higher Net Debt/EBITDA in Q3 2021. The Company plans to
reduce industrial debt through the resulting free cash flow generated
from the operations and holds a BBB+ credit rating from S&P Global.
Page 20

Calgary Portfolio Management Trust

September 30, 2022

Figure 6: LHS Financial Revenue vs RHS Margin
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Figure 7: Geographic Industrial Revenue Segmentation
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Growing Free Cash Flow: The CPMT anticipates FCF margin
expansion by 200bps-250bps driven by the disposal of the OnHighway segment and the continuous pursuit of tech-driven
agriculture sales. The cleanup of its product offerings within its
construction segment and logistics revamp to improve its efficiencies
within global manufacturing and distribution also contribute to
continued FCF generation, with management expecting to achieve
over US$1B in FY2022. Since 2018, the Company has paid out
~US$1.1B in dividends.

Investment Thesis
Transformation initiatives set in place upon the entrance of CNHI’s
CEO, Scott Wine, strengthen the Company’s ability to execute its
business from improving its manufacturing and distribution system to
expanding its margins. The demerger of IVG simplifies operations to
focus on its portfolio of offerings under agriculture and construction,
which have an established pipeline of long-term demand. The Fund
is confident in management’s ability to restructure the business to
better serve its customers and execute on margin-enhancing
investments aligned with its sustainability goals through its Industrial
Ventures portfolio.

Risks
EMEA
37%

CNHI is highly exposed to fluctuations in crop prices given the
contribution of its agriculture segment to ~75% of its revenue.
Consistently low crop prices may degrade demand for new
equipment. Additionally, rising interest rates may slow development
and the impact of government incentives toward infrastructure. While
the Fund is confident in CNHI’s ability to serve its construction
segment at higher margins, rising interest rates may serve to reduce
overall demand for construction products. Although cheaper
alternatives from overseas competition may impact its industrial
activities, CNHI’s established global presence and growing
efficiencies may mitigate this risk given its economies of scale.
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Figure 9: Peer Analysis
Company Metrics

CNHI was valued using a terminal value comprised of a 50/50 blend
of (1) the Gordon Growth method with a 1% terminal growth rate and
(2) a 2023E EV/EBIT exit multiple of 10.5x to arrive at a target price
of $17. In addition to the current 2.6% dividend yield, the CPMT's
price target implies a 55% return. Currently, CNHI trades at an LTM
EV/EBIT multiple of ~5.2x, a major discount in comparison to peers.
The Fund believes it has room for multiple expansion to trade more
in-line with peers, given its transformational initiatives. As such, the
Fund looks to initiate a 2.0% position pending further due diligence.
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Return on Investm ent
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Target Price
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Market Profile
52-Week Range
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Net Debt (US$mm)
Enterprise Value (US$mm)
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$11,663
$2,873
$14,683
1.23
2021A
$4,741
$851
$4.82
17.3x

2022E
$6,307
$1,638
$9.29
9.0x

2023E
$6,655
$1,856
$10.53
7.9x

Historical Trading Performance (Indexed to $100)
$600
Blended Benchmark

$500

NYSE: DAR

$400
$300
$200
$100
$0
Sep-17

Dec-18

Mar-20

Jun-21

Sep-22

Source: S&P Capital IQ
Figure 1: FY2021 Revenue Segmentation
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Darling Ingredients (NYSE: DAR) provides sustainable rendering of
animal by-products as a global leader in the agricultural product
industry. The Company is a developer, producer, and marketer of
specialty ingredients for edible and non-edible animal feedstock.
DAR operates three main segments: Feed, Food, and Fuel. The
Company’s Feed segment collects and converts non-food grade oils,
fats, and protein meals for animal and pet food industries. The Food
segment produces and markets collagen, natural casings, and
heparin for pharmaceutical, nutraceutical, and food industries. The
Fuel segment is comprised of DAR’s joint venture with Valero
Energy (NYSE: VLO) and its equity investment in Diamond Green
Diesel (DGD), currently producing 700mm gallons per year (mmgy)
of renewable diesel (RD). DAR operates over 250 processing plants
across five continents with ~10,000 employees.

Industry Overview and Competitive Landscape
The agricultural product landscape consists of many companies
servicing industries such as pharmaceutical, nutraceutical, pet food,
animal feed, industrial, fertilizer, and bioenergy. DAR’s competitors
in the animal feed and food segments include Archer-DanielsMidland (NYSE: ADM), Ingredion (NYSE: INGR), and Bunge (NYSE:
BG). However, given these players are conventional agricultural
processing businesses, strong commodity prices in corn, canola,
wheat, and soybean crops served as a headwind in the first half of
2022. Non-conventional agricultural processing of animal byproducts has seen growth, with U.S. meat production growing an
annual ~1.2% over the last 20 years. The meat rendering landscape
expects further expansion as U.S. meat consumption continues to
drive high waste generation. As the dominant player in the animal
rendering space, DAR holds ~50% of the market share.
Within the renewable fuel (RF) industry, Nestle (HLSE: NESTE) is
the world’s largest RD producer, with a dominant share in the
European RF market. Recently, the regulatory landscape for RF has
seen a push towards low-carbon fuels with the Inflation Reduction
Act (IRA) introducing incentives for sustainable aviation fuel (SAF).
The global RD market reached 2.6B gallons in 2021 and is expected
to reach 7.5B gallons by 2027. Additionally, potential volume caps on
crop-based feedstock within the Low Carbon Fuel Standard (LCFS)
favours animal-based feedstock for clean fuel production.

Mandate Fit
Quality Management: Randall Stuewe continues to serve as DAR’s
Chairman and CEO since 2003, as well as a board member of DGD.
Steuwe has led the Company through over 15 successful
acquisitions and has delivered ~US$850mm to shareholders through
buybacks. With more than 25 years of experience in the agricultural
processing industry, Steuwe has successfully led the Company to
independence from crop-based feedstock. Prior to his current role,
Steuwe served as the President of ConAgra Foods (NYSE: CAG).
Competitive Advantage: DAR is the only publicly traded global
ingredients company with products processed from animal byproducts. The Company’s first-mover advantage has allowed it to
capture ~15% of the global meat industry waste and 70% of (cont.)
Page 22

Calgary Portfolio Management Trust

September 30, 2022

Figure 2: Free Cash Flow (US$mm)

North America’s waste fats and greases, securing contracts with
over 200,000 restaurants. DAR’s strategy of growing through
acquisitions has allowed the Company to add 32 rendering facilities
over the past year; recent acquisitions include Brazil’s largest
rendering company, FASA Group (US$543mm), and the U.S.’s
second-largest rendering company, Valley Proteins (US$1.1B).
DAR’s rendering operations for RD are positioned to benefit from the
IRA, confirming five years of certainty for biofuel tax credits due to its
domestic production. Additionally, DAR is recognized as a leading
sustainable rendering company with attractive ESG metrics. The
Company’s DGD production possesses the lowest average carbon
intensity (CI) of its peers at a score of ~23. Additionally, DAR is
recognized as a 2022 ESG Top Rated Company by Sustainalytics
and possesses an ESG score of AA from MSCI’s ESG ratings.
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Figure 3: LHS Net Debt/EBITDA vs RHS EBITDA
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Growing Free Cash Flow: DAR has demonstrated its ability to grow
FCF through acquisitions and expenditures towards DGD
operations, with a five-year CAGR of 13%. In Q2 2022, the Company
repurchased US$48mm of shares as part of its share repurchase
program, the US$500mm program is set to end in August 2024.
Starting in 2023, DAR is expected to incur a large FCF inflection as
DGD plans to distribute 100% of net income to its partners.
Management expects that strong FCF will allow DAR to increase
shareholder returns in 2023 and thereafter.

Risks
Potential long-term risks for DAR include threats to the soybean
meal market, and in turn, the animal meal market, as soybean
capacity continues to be used for the biofuel industry. Although
DAR’s inputs are not affected by rising crop prices, sharp increases
in fats could negatively impact the RD segment’s net income.
Furthermore, the recent downward trend in California’s LCFS credit
prices is a near term factor to consider as regional regulation looks
to strengthen the credit market.

Source: S&P Capital IQ

Feed

Strong Balance Sheet: DAR currently has net debt of US$2.9B,
with US$147mm in cash and equivalents. DAR demonstrates strong
solvency with an interest coverage ratio of 14.2x, as well as its
US$1.5B revolving credit facility. The Company utilizes a LTM Net
Debt/EBITDA of 2.7x to invest in growth opportunities, compared to
the peer average of 2.3x. Additionally, the Company closed a
US$250mm private offering of unsecured senior notes due in 2030
to fund its recent FASA acquisition. DAR is expected to prioritize
debt reduction until 2026, however, the Company remains open to
enhancing its dominant position in the U.S. rendering business
through M&A opportunities. DAR has a credit rating of BBB- and
Baa2 from S&P Global and Moody’s, respectively.

Fuel

$1,400

Investment Thesis and Valuation
$1,050

The CPMT valued DAR using a five-year DCF analysis at a WACC
of 9.8%. The target price of US$97 was determined using a 50/50
blend of (1) the Gordon Growth method (assuming a terminal growth
rate of 2.0%) and (2) a five-year EV/EBITDA multiple of 10.2x,
implying a return of 47%.
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Darling Ingredients

2022

The CPMT believes DAR’s feedstock and sourcing advantage is
positioned to benefit from RD demand. Being the largest
independent renderer in North America, the Company’s integrated
business model has surpassed its peers in supplier contracts for
waste food and animal by-product collection. With the expansion of
rendering operations as well as DGD facilities expected to drive
volume and profit growth, the CPMT favours DAR as a prospective
leader in the renewable energy space.
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Dollarama Inc (TSE: DOL) is Canadian dollar store retail chain
headquartered in Montreal, Canada. The Company owns and
operates over ~1,400 locations across Canada. It sells both private
and national brand labels at select fixed price points up to $5. The
Company offers a broad assortment of goods in three main product
categories: consumable products, general merchandise, and
seasonal items.

Industry Overview

Market Profile
52-Week Range
Market Capitalization ($mm)
Net Debt ($mm)
Enterprise Value ($mm)
Beta (5-Year Monthly)

Historical Trading Performance (Indexed to $100)

The Canadian variety store industry is forecasted to grow at a 1%
CAGR until 2027 as the market becomes saturated. This industry
experiences lower growth compared to traditional department stores
which are expected to grow at a 2.6% CAGR until 2027.
Consolidation and regulation surrounding sustainability in the
industry have created higher entry costs for firms entering the space,
making it increasingly competitive. Critical success factors include
the successful promotion of products, maintaining desired inventory,
and ensuring an appropriate pricing policy. DOL has excelled in
these factors and currently holds the leading market share at 68.8%,
followed by Dollar Tree (NASDAQ: DLTR) at 8.7%. Consolidated
retailers remain relatively unscathed by inflation due to their ability to
purchase in bulk and take advantage of economies of scale.
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Metrics
Revenue ($mm)
EBITDA ($mm)
EPS ($)
EV/EBITDA

$54.28 - $83.95
$22,793
$3,849
$26,642
0.78
2022E
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18.1x
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Figure 1: 2021 Revenue Segmentation
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In 2019, DOL acquired a majority interest (50.1%) in the Latin
American (LATAM) discount retailer, Dollarcity, for US$93mm, which
was immediately accretive to earnings. As of June 30, 2022,
Dollarcity had 377 operational stores across four countries including
Colombia, Guatemala, El Salvador, and Peru. Dollarcity operates
under the same business strategy as DOL, selling items at fixed
price points up to US$4. Dollarcity had annual sales of US$501mm
and contributed $33mm to DOL’s consolidated earnings in 2021. The
Company targets a store count of 600 by 2029, implying 32
additional new stores per year. The CPMT views Dollarcity as an
attractive opportunity from which DOL can experience new growth in
established and emerging LATAM Markets.
Quality Management: Neil Rossy became President and CEO of
the Company in 2016. He has been with DOL since its inception in
1992, providing him with over 30 years of firm-specific experience.
This expertise will be beneficial to DOL’s Latin American expansion
strategy by providing smoother and more efficient growth in this new
market. DOL maintains independence in seven of its nine board
members and provides high long-term at-risk pay (58.6%) for
management. Management has returned over $6B in dividends and
share buybacks to shareholders since DOL went public in 2012.
Competitive Advantage: DOL uses a direct sourcing strategy,
importing from over 1,350 distinct and socially responsible vendors.
By doing so, the Company provides customers with a 25-60%
discount on household items compared to upscale retailers. This
provides immense value to low-income demographics and enables
consumers to preserve the purchasing power of their dollar in the
current inflationary environment, allowing DOL to attract (cont.)
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Figure 2: LHS Cash vs RHS Net Debt/EBITDA
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Figure 3: EBITDA Margin vs Peers
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consumers away from higher-priced stores. The Company’s lean
operations and stable growth enables efficient expansion. On
average, new stores cost $0.65mm to open, with $0.25mm devoted
to inventory. New stores have a cash payback period of fewer than
two years. Compared to peers, the Company holds its suppliers to a
higher standard of ethics, providing a competitive edge from an ESG
standpoint. The Company also has geographical diversification
through Dollarcity, which is unique to North American value retailers.
Balance Sheet: DOL has consistently maintained a Net
Debt/EBITDA ratio of less than 3.0x, which is in line with
management’s target and slightly above the peer median of 2.7x.
The Company boasts a 13.7x interest coverage as of Q2 2022 and
has a current ratio of 0.8x, excluding the additional $650mm it has
available on its credit facility. As a result, DOL can continue its
expansion strategy of opening 65 stores per year on average without
sacrificing its balance sheet strength.
Growing Free Cash Flow: In 2022, DOL allocated a significant
portion of its cash to restoring inventory to pre-pandemic levels and
maintaining higher levels of inventory-in-transport. This strategy will
help mitigate any supply chain uncertainties. Forecasted cash flows
in 2022 may be lower than in 2021 due to this increase in net
working capital. However, DOL has consistently grown its free cash
flow and has achieved a 16.3% five-year CAGR.

Original Investment Thesis
The CPMT has previously held DOL and believed that the Company
had a significant runway for growth given its dominant market share
in Canada. It was also recognized that Dollarcity could provide
growth in the LATAM market and protection in the event of an
economic downturn. In 2021, the CPMT liquidated its position in
DOL due to the Company’s inability to gain market share and
COVID-19 restrictions forcing DOL to close some of its storefronts.
Though DOL has not gained significant market share, it has grown
its footprint substantially and has begun to rival peers like Walmart
(NYSE: WMT) and Canadian Tire (TSX: CTC.A) for low-cost items.
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2019

2020

2021

LTM

Source: Company Filings
Figure 4: LHS Free Cash Flow vs RHS Revenue
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DOL has historically held tight relationships with its suppliers, which
is partially why the Company can achieve incredibly high EBITDA
margins (25.6%). A failure to maintain these relationships could
impact sourcing capabilities which may result in decreased financial
performance pushing the Company closer to peers. Additionally, the
Company is exposed to inflationary pressures on its purchases.
However, it remains relatively protected due to its multi-point pricing
strategy, which allows some costs to be transferred to consumers.

Valuation & Investment Thesis
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DOL was valued using a five-year DCF (7.6% WACC) with a 50/50
blend of (1) a 2023E EV/EBITDA exit multiple of 17.5x and (2) the
Gordon Growth method using a long-term growth rate of 1.5%. This
resulted in a target price of $88, implying an 11% return. DOL’s
margin control through its multiple price-point strategy along with its
superior sourcing capabilities enables the Company to achieve an
impressive ROIC (21.1%) compared to peers. Additionally, DOL has
a strong brand awareness, appeals to a broad customer base, and
provides significant discounts compared to peers. This positions it to
increase sales during an economic downturn as consumers search
for quality low-cost products. The Company also offers appealing
geographical optionality for growth through Dollarcity in LATAM, and
its defensive properties appeal to current market conditions. The
fund looks to enter a position in DOL pending further due diligence.
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Extra Space Storage
Real Estate
NYSE: EXR
Market Perform | Buy
September 30, 2022
Adrianna Dolata, Portfolio Manager
Wesley Sherrard, Portfolio Manager
Jake Kemp, Investment Analyst

Business Description

Return on Investment
Current Share Price
Target Price
Dividend Yield
Implied Return
Conviction Rating

$172.71
$180.00
3.47%
8%
1

Market Profile
52-Week Range
Market Capitalization (US$mm)
Net Debt (US$mm)
Enterprise Value (US$mm)
Beta (5-Year Monthly)
Metrics
Revenue (US$mm)
FFO (US$mm)
FFO Per Share

$158.74 - $226.73
$23,128
$6,120
$29,248
0.55
2022E
$1,892
$1,095
$7.79

2023E
$2,057
$1,335
$9.50

2024E
$2,226
$1,478
$10.52

Historical Trading Performance (Indexed to $100)
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Blended Benchmark
NYSE: EXR
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Extra Space Storage (NYSE: EXR) is a self-administered and selfmanaged real estate investment trust (REIT) that owns, operates,
acquires, and develops self-storage properties. Currently, EXR
operates ~2,100 properties in the U.S. and owns 161mm square feet
of rentable storage space. EXR was founded in 1977 and went
public in 2004, EXR is also the second largest owner and operator of
self-storage properties in the U.S. The Company operates through
three segments: self-storage operations, tenant reinsurance, and
management fees. Its self-storage segment accounts for 85% of total
revenue and includes rental operations of wholly-owned stores. The
tenant reinsurance segment includes the reinsurance of risks relating
to loss of goods stored by tenants in its stores. Management fees
primarily represent fees collected from managing unowned self
storage facilities. EXR offers various types of storage units with
varying features, including climate control, drive-up access, vehicle
storage, wine storage, Bluetooth locks. The Company operates in 40
U.S. states with management planning to further expand into more
diverse markets.

Industry Overview
The U.S. self-storage industry has five major pure play companies
(NYSE: CUBE, LSI, NSA, PSA), including EXR, representing ~1/3 of
the market share. The industry is in a period of consolidation and
EXR's management estimates that ~42% of the remaining market's
self-storage properties are institutional quality and industry targets
for acquisitions. Large companies have experienced economies of
scale through increased technology, including kiosks that reduce
labour costs and enable more competitive rental rates. Furthermore,
EXR and its peers have increased investment in security systems,
climate-control technology, and online reservations that smaller
companies typically don't offer. These factors create an environment
where large companies acquire smaller self-storage facilities or
portfolios and implement their industry-leading technology and brand
name to increase occupancy and margins.
The self-storage industry is uniquely positioned as it has revenue
drivers during periods of economic contraction and expansion. The
industry's primary drivers include per capita disposable income,
residential rental rates, and homeownership rates. When residential
rental vacancy rates decrease and homeownership vacancy rates
rise, consumers demand more secondary storage space. In addition,
a recessionary period can boost demand for self-storage through
residential foreclosures and business bankruptcy. However, the
industry has also experienced a different form of demand during
periods of expansion due to increased disposable income and
purchasing. As a result, the self-storage industry is somewhat
shielded from the cash flow variability that arises during different
economic cycles, leading EXR and its peers to have an average 5year beta of 0.57.

Acquisition Strategy

Source: Company Filings
Extra Space Storage

Management continues to pursue the acquisition of multi-store
portfolios and single stores which can range from fully occupied to
various stages of lease-up. EXR’s store acquisitions (cont.)
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Figure 2: LHS Rent Per Sqft vs RHS Occupancy
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Figure 3: LHS FFO vs RHS FFO Per Share
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Figure 4: LHS Dividends vs RHS Dividends Per Share
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are often sourced from its existing portfolio of managed assets,
further reducing acquisition risk. The Company’s extensive
management system creates a built-in pipeline for acquisitions, as
EXR would be prioritized as a buyer if third-party owners decide to
sell a property. The Company also purchases stores at the
completion of construction (“Certificate of Occupancy store” or
“C/O”) from third-party developers who build to EXR’s specifications.
Management purchases these assets at a lower price than a
stabilized store and, on average, expects greater long-term returns
at these stores. Lastly, EXR can source acquisition opportunities
from its bridge lending program, under which it provides financing to
the operating properties that it manages.
In 2021, management invested US$1.6B on external growth:
US$1.1B on wholly-owned acquisitions, US$0.3B on bridge loans,
and US$0.2B on joint venture (JV) investments. In June 2022, EXR
completed the US$179mm acquisition of Bargold Storage System,
which has ~17,000 storage units in NYC and its boroughs. In
September 2022, EXR announced the acquisition of Storage
Express for total consideration of US$590mm, adding 107 remotely
operated stores in Indiana, Ohio, Illinois, and Kentucky. The
Company also purchased E-Tracker, a storage software operating
platform which supports Storage Express locations and Bargold
Storage Systems. This acquisition provides a new growth channel to
add smaller, remotely managed stores.

Mandate Fit
Quality Management: Joseph Margolis has been the CEO of EXR
since 2017 and has held various senior roles with the Company
since 2005. The Company’s executive team has a combined 180
years at the Company with the shortest current tenure being nine
years. EXR’s board is 90% independent with the only nonindependent member being CEO Joseph Margolis. Management is
incentivized to perform as compensation is 86% variable and tied to
company performance.
Competitive Advantage: EXR is the second-largest owner and
operator of self-storage in the U.S. and has the largest third-party
management platform. The Company’s extensive footprint allows it
to drive efficiencies and collect both current and prospective
customer data; this, combined with its leading technology, allows
EXR to achieve best-in-class customer acquisition and effective
pricing initiatives. EXR often uses JV structures for both operating
property and C/O acquisitions, which has enabled it to be active on
the external growth front while keeping an eye on risk-adjusted
returns. Out of 74 stores acquired in 2021, five were previously held
in JVs where EXR held a non-controlling interest. In 2019, 12 out of
21 stores acquired were previously held in JVs.
EXR’s physical occupancy rate of 94.8% in 2021 was slightly above
the national average of 94.5% and has also been consistently higher
than the average of its direct peers. At YE2021, the Company
achieved a higher average rent per ft2 of US$18.03 vs the peer
average of US$16.67. EXR has continued to show strong samestore net operating income (SS NOI) growth YoY. From 2020 to
2021, EXR led peers with 19.71% SS NOI growth vs the peer
average of 17.97%. This should continue to grow if the
implementation of EXR’s new remote operating platform reduces
payroll costs.
Strong Balance Sheet: The Company has a Net Debt/EBITDA
multiple of 5.1x, which is slightly lower than the peer average of 5.9x.
As of the most recent filing, 74.8% of the company’s debt is fixed
(including debt with interest rate swaps), and the weighted (cont.)
Page 27

Calgary Portfolio Management Trust

September 30, 2022

Figure 5: LHS Consideration vs RHS Stores Acquired
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Figure 6: Branded Stores
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Growing Free Cash Flow: At Q2 2022 EXR increased its FFO by
30% compared to the same period last period, allowing the
management team to increase FFO guidance for the second time
this year. EXR’s ability to generate FFO growth stems from accretive
investments discovered through its deep industry relationships, and
its expansion of a diversified portfolio. The Company possesses
strong pricing power, allowing it to grow Net Rent per Occupied ft2
by 24% YoY. This combined with 62% of customers staying longer
than 12 months and 47% staying longer than 24 months, allows the
Company to grow FFO. The Company is committed to growing its
already diversified business with US$4.2B in investment activity
since 2017 and an additional US$1.4B in 2022 YTD.

Risks

Wholly-Owned
Joint Venture
Managed

2,000

Average interest rate is 3.1%. Additionally, EXR maintains significant
revolver capacity at favourable interest rates, enabling it to realize a
lower cost of capital on future expenditures. EXR has met the
financial covenants on its public bonds, including its debt/assets not
exceeding 60% (Q2: 34%) and its interest coverage ratio exceeding
1.5x (Q2: 7.6x). EXR has an investment-grade credit rating from
Moody’s (Baa2) and S&P Global (BBB).
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Figure 7: NTM EV/EBITDA vs Peers
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The Company’s risks include macroeconomic conditions that have a
significant impact on EXR’s availability and rent rates than
forecasted, leading to decreased demand. The self-storage market
is relatively fragmented, and a spike in self-storage supply could
impact EXR’s financial performance. Lastly, a further increase in
interest rates could adversely affect EXR’s cost of capital and its
ability to further grow its portfolio inorganically.

Investment Thesis and Valuation
The target price of US$180 was derived using a 50/50 blend of (1)
Gordon Growth method using a WACC of 7% and 2% terminal
growth rate and (2) applying a P/FFO exit multiple of 23x. This
method results in a target share price of US$180, representing an
implied return of 8%, including the current 3.47% dividend yield.
The CPMT views EXR as a self-storage industry leader as it has
demonstrated industry leading occupancy, SS NOI growth, and a
strong track record of self-storage acquisition. Furthermore, the
Company’s managed store segment coupled with its bridge loan
program are the largest of its peers and provide the Company with a
best-in-class acquisition pipeline. The Fund believes EXR is wellpositioned for continued long-term success.

35x
NYSE: PSA

NYSE: NSA

NYSE: LSI

NYSE: EXR

NYSE: CUBE

30x

25x

20.4x

20x

15x

10x
Oct-17

Jan-19

Apr-20

Jul-21

Sep-22

Source: S&P Capital IQ
Extra Space Storage

Page 28

Qualcomm
Information Technology
NASDAQ: QCOM
Market Outperform | Buy

Business Description

Septem ber 30, 2022
Emily Chen, Portfolio Manager
Gavin Stalw ick, Portfolio Manager
Raunak Sandhu, Investment Analyst
Return on Investm ent
Current Share Price
Target Price
Dividend Yield
Implied Return
Conviction Rating

$112.98
$130.00
2.54%
18%
2

Market Profile
52-Week Range
Market Capitalization (US$mm)
Net Debt (US$mm)
Enterprise Value (US$mm)
Beta (5-Year Monthly)
Metrics
Revenue (US$mm)
EBITDA (US$mm)
EPS
EV/EBITDA

$104.66 - $193.58
$124,683
$12,869
$137,552
1.28
2022E 2023E
$44,232 $47,999
$17,172 $17,021
$11.54 $11.19
8.0x
8.1x

2024E
$51,523
$18,271
$12.01
7.5x

Historical Trading Performance (Indexed to $100)
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NASDAQ: QCOM

$340
$260
$180
$100
$20
Jan-19

Dec-19

Nov-20

Oct-21

Sep-22

Source: S&P Capital IQ
Figure 1: Segmented Revenue (US$B)
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Qualcomm (NASDAQ: QCOM) is a global leader in providing
foundational technologies used in mobile devices and other wireless
products through its semiconductor and telecommunications
offerings. Founded in 1985, QCOM has since invested over US$79B
in research and development, employs over 45,000 people, and is
expected to ship ~700mm 5G smartphones globally in 2022. QCOM
possesses a notable patent portfolio consisting of 140K current and
pending patents, including critical patents relating to 4G/5G
capabilities. Key product lines for QCOM include Snapdragon,
Hexagon, Adreno, and its family of RFFE (5G technology) products
and related components. QCOM operates a fabless production
model for its microchips (apart from its RFFE modules and RF filter
acoustic products that are made in-house). The Company reports in
three segments: Qualcomm CDMA Technologies (QCT), Qualcomm
Technology Licensing (QTL), and Qualcomm Strategic Initiatives
(QSI) and is headquartered in San Diego, California.

Industry Overview and Outlook
As of July 2022, the global semiconductor industry was valued at
~US$530B, with the U.S. market comprising ~50% of sales. Due to
the cyclical nature of demand and the uncertainty of when innovation
breakthroughs will materialize, the semiconductor industry is
considered volatile, forcing industry players to adapt to boom-bust
cycles. However, semiconductors have become increasingly integral
to modern technology with evolving applications outside of the
traditional use-case of consumer electronics. While existing demand
is largely attributed to the segments of computer (32%) and
communications (31%), a shift is expected as new opportunities
begin to emerge. For example, growing end-markets that require the
usage of semiconductors include automotive, industrial automation,
5G infrastructure, artificial intelligence, and cloud computing, all of
which are expected to stabilize semiconductor demand in the
medium- to long-term.
Major players tend to dominate the semiconductor industry, leading
to a highly competitive landscape that resembles an oligarchy.
Competitors typically operate under one of two models: (1) fabless,
or (2) foundry. Fabless operators focus on integrated circuit design
whereas foundry companies handle the manufacturing component
only. Companies may also choose to perform both functions as an
integrated device manufacturer, allowing them to receive the benefits
of in-house control and vertical integration. In relation to QCOM’s
core segments, QCT’s competitors include Broadcom (NASDAQ:
AVGO), Mediatek (TPE: 2454), Nvidia (NASDAQ: NVDA), and NXP
Semiconductors (NASDAQ: NXPI), while QTL’s competition includes
Intel (NASDAQ: INTC) and AMD (NASDAQ: AMD).
Geographic differences are another key characteristic to the
semiconductor industry. Notably, the U.S. is considered as the global
leader for semiconductor research and chip design, with U.S. firms
investing US$44B in R&D efforts in 2020. Conversely, Asia leads the
technology for manufacturing processes due to continued support
provided by government incentives. Due to the strategic importance
of semiconductors to a nation’s economy, governments (cont.)
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Figure 2: Comparable Company Analysis
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Figure 3: Major Acquisitions
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QCOM and SSW Partners completed a joint
acquisition of Veoneer, a global provider of
automotive technology systems. QCOM has
retained the “Arriver” business for computer
vision, drive policy, and driver assistance
technology integration within its Snapdragon
platform. SSW Partners retained the “NonUS$4.7B
Arriver” business with an intention to sell,
October 4, 2021
providing QCOM the majority of proceeds
upon transaction.

US$1.1B
March 16, 2021

Nuvia specializes in computer processing
units and technology design for high
performance processors, SoC (systemon-chip), and power management. QCOM
plans to integrate Nuvia’s technology
within select QCT products.
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Figure 4: LHS Net Debt/EBITDA vs RHS Interest Coverage
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in all continents are expected to enact and enforce further policies to
keep domestic production onshore (i.e., Made in China 2025).

Mandate Fit
Quality Management: The CEO and President of QCOM is
Cristiano R. Amon, who assumed the CEO role in June 2021. Amon
began as an engineer at QCOM in 1995 and has helped shape the
strategic direction and growth of the Company in several leadership
positions. Dr. James H. Thomson serves as the CTO of Qualcomm
Technologies and is responsible for global research and
development activities associated with all wireless chipsets in QCT,
as well as overseeing the company-wide technical and product
roadmaps across all business areas. Thomson joined QCT in 2001
and has been an executive at QCOM since 2012. NEO
compensation for FY2021 consisted of an average of ~72% equity
and ~23% base pay, with the rest falling into other incentive
categories. Management has highlighted its focus on the expansion
into the automotive industry in the coming years, which currently only
represents ~$1.3B (3%) of its revenue. QCOM has also set clear
ESG targets, with a commitment to reduce absolute Scope 1 and
Scope 2 GHG emissions 30% by 2025 from a 2014 baseline.
Competitive Advantage: QCOM’s high-quality product and
intellectual property portfolio is the Company’s key strength, allowing
it to rapidly grow sales at a rate that consistently outpaces peers.
The Company offers an attractive product mix backed by technology
leadership that it can monetize through various channels (i.e., sale of
QCT products or QTL agreements). Consequently, QCOM has
maintained its position as an industry-leading innovator with strong
potential to continue taking market share from competitors.
Since 2006, over 20% of revenues have been reinvested into R&D to
innovate QCOM’s existing product portfolio and design new features.
As it is difficult for competitors to replicate the Company’s extensive
R&D pipeline due to the significant human capital required, the
Company maintains a technological advantage that differentiates its
flagship products (ie. Snapdragon). QCOM can also choose to
license out its intellectual property via the Company’s highly
profitable QTL segment, which achieved an EBT margin of 71% in
Q3 2022. Notably, QCOM and Samsung recently extended its
licensing agreement to 2030, demonstrating the Company’s ability to
capture revenue even from vertically integrated entities.
QCOM’s positioning is another core advantage that the CPMT views
favourably. The Company is the market leader in the wireless chip
market, accounting for 45% of smartphone application processor
sales in Q2 2022. As 5G adoption continues to rise, the CPMT
believes that QCOM will remain the largest beneficiary of industry
tailwinds in this segment. QCOM also possesses a diversified
product portfolio that can provide further upside to its base business
through other high-growth opportunities. Specifically, the Company’s
acquisition of Veoneer’s “Arriver” business is indicative of an
intention to aggressively scale its automotive offerings. QCOM has
already secured a US$30B automotive pipeline and expects
revenues to reach US$4B in 2026.
Strong Balance Sheet: As of Q3 2022, QCOM has current liabilities
of US$11B and total liabilities of US$31B. The Company’s current
ratio sits at ~1.6x and its interest coverage ratio is 31.3x. Currently,
QCOM has a Net Debt/EBITDA ratio of 0.6x and in 2022 issued
unsecured fixed-rate notes of US$1.5B to finance long-term debt.
S&P and Moody’s give the Company a credit rating of A Stable and
A2, respectively.
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Figure 5: LHS Return of Capital vs RHS EBITDA Margin
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Growing Free Cash Flow: QCOM has maintained strong FCF
growth with a five-year CAGR of 13%. The FCF decline in 2019 was
primarily attributed to lower semiconductor sales globally, which
have since rebounded. EBIT margins have grown from 32% to 36%
in the last twelve months and DPS for Q3 2022 was US$0.75
(compared to US$0.68 in Q3 2021). QCOM is also continuing with its
US$10.0B share buyback plan announced in 2021, repurchasing
US$2.6B of common stock in the first three quarters of 2022.
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Figure 6: Free Cash Flow (US$B)
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In the current inflationary environment, QCOM may face demand
headwinds as consumer spending on handsets and smartphones
decrease. Specific to QCOM, a major risk facing its operations is
revenue dependency on a small number of customers. As the
competitive landscape continues to intensify and consolidate, QCOM
may lose its pricing power and become subjected to fluctuating cash
flows based on the operating success of its customers. Furthermore,
the Company’s customers may choose to vertically integrate (i.e.,
Samsung model) and manufacture circuit products in-house, thus
reducing QCOM’s current revenues as well as potential customer
base. Another consideration is QCOM’s usage of a fabless
production model, which results in the Company’s dependence on
third-party suppliers in Asia for timely product shipments. Additional
risks include geopolitical tension between the U.S. and China, lack of
product innovation, challenges in defending its patent portfolio, and
continued COVID-19 economic effects.

Valuation and Investment Thesis
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The target price of $130 was derived using a 50/50 blend of (1) the
Gordon Growth method (using a WACC of 11.3% and a 2.0%
terminal growth rate) and (2) applying an EV/EBITDA exit multiple of
9x, resulting in a 17.6% implied return. QCOM currently trades at a
discount relative to its peers which the CPMT believes is a
favourable valuation given the strength of QCOM’s 5G technology.
The CPMT is confident in QCOM’s ability to maintain current
contracts with existing customers which will limit downside exposure
as the Company expands into non-handset markets. The Fund
believes QCOM will see significant growth opportunities in the
automotive market as the Company expands the capabilities of its
chips for connectivity, advanced driver-assistance systems, and
electric vehicles.

Figure 7: NTM EV/EBITDA vs Peers
75x
Peer Average

NASDAQ: QCOM

60x

45x

30.3x

30x

15x
7.0x

0x
Nov-18

Oct-19

Oct-20

Oct-21

Sep-22

Source: S&P Capital IQ
Qualcomm

Page 31

The Walt Disney Company
Communication Services
NYSE: DIS
Market Outperform | Buy
September 30, 2022
Luke Frame, Investment Analyst

Business Description

Return on Investment
Current Share Price
Target Price
Implied Return
Conviction Rating

$94.33
$113.00
19.79%
1

Market Profile
52-Week Range
Market Capitalization (US$mm)
Net Debt (US$mm)
Minority Interest (US$mm)
Enterprise Value (US$mm)
Beta (5-Year Monthly)
Metrics
Revenue (US$mm)
EBITDA (US$mm)
EV/EBITDA
PEG Ratio

2022E
$83,914
$13,099
17.1x
0.8x

$90.23 - $179.63
$171,969
$38,598
$13,358
$223,925
1.23
2023E
$89,926
$18,710
12.0x
0.6x

2024E
$94,942
$20,703
10.8x
0.5x

Historical Trading Performance (Indexed to $100)
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Blended Benchmark
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Founded in 1923, The Walt Disney Company (NYSE: DIS) is a
global entertainment company headquartered in Burbank, California.
The Company primarily operates through two main segments:
Disney Media and Entertainment Distribution (DMED) and Disney
Parks, Experiences, and Products (DPEP). The DMED segment
consists of DIS’ global film and television production distributed
through a suite of company-owned broadcast networks such as
ABC, ESPN, and Fox. Content is also distributed through Disneyoperated streaming services, such as Disney+, Hulu, and Star+, in
addition to third-party licensing agreements. The DPEP segment
includes DIS’ operation of its theme parks, resorts, and cruise lines
situated throughout the United States, Europe, and Asia. This
segment also includes merchandise sales through retail, online, and
wholesale businesses.

Industry Overview and Competitive Landscape
DIS operates in the Communication Services sector, where it faces
particularly fierce competition in the media and entertainment
industry. The Company’s DMED segment competes against major
players such as Comcast (NASDAQ: CMCSA), Netflix (NASDAQ:
NFLX), and Sony (NYSE: SONY). The Company’s DPEP segment
enjoys relatively less competition as the theme park industry only
has a few consolidated players, such as Six Flags Entertainment
(NYSE: SIX) and Universal Studios (NASDAQ: CMCSA). Further
competition can be seen in the cruise line industry, with Royal
Caribbean Cruises (NYSE: RCL) and Carnival Corp. (NYSE: CCL)
commanding considerable market share.

Mandate Fit
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Figure 1: Streaming Service Subscribers (mm)
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Quality Management: Bob Chapek was appointed as CEO in early
2020 and successfully led the Company through the COVID-19
pandemic and its ongoing recovery. Chapek first joined DIS in 1993
and has held numerous directorship roles in the DMED and DPEP
segments. Notably, Chapek was the Chairman of Disney Parks from
2015 to 2018 while the Company saw the most significant
investment in and expansion of its international operations in its 60year history. Chapek has championed usage of the latest technology
and was a major advocate for the Company’s expansion into
streaming services to achieve long-term growth for the business.
Competitive Advantage: Since its inception, DIS has instilled its
brand in the global population and developed a loyal following. The
Company’s iconic characters and original content are the foundation
of its competitive advantage and brand value. Unique to DIS, the
Company has 100 years of production experience and has
accumulated a suite of company-operated outlets for its highly
successful and ageless content. By leveraging its vast array of
distribution channels, DIS’ content is able to reach a global network,
which has helped it become a recognizable household name.
Furthermore, DIS’ parks are an international vacation destination
and provide consumers with a novel experience leveraged by the
Company’s intellectual property. DIS maintains a competitive
advantage through its fundamental product differentiation and
diversified operations, which cannot be replicated by its competitors.

Source: Company Filings
The Walt Disney Company
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Figure 2: Balance Sheet Metrics
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Source: Company Filings
Figure 3: EBITDA & Free Cash Flow (US$B)
$30

Recent M&A activity and the subsequent impact of the COVID-19
pandemic on theme park operations throughout FY2020 and FY2021
resulted in a significant increase in DIS’ debt levels. Moving forward,
servicing debt and paying down the overall balance could limit the
Company’s ability to pursue potential investment opportunities and
may reduce its ability to adapt to unfavorable economic conditions.
To mitigate the consequences of carrying a large debt balance, DIS
has suspended dividends to focus on debt repayment and has
already made significant headway. Aside from its debt levels, the
Company’s DPEP segment primarily depends on excess consumer
spending, making it particularly sensitive to general economic
conditions. Therefore, a potential economic downturn in 2023 could
impair revenue generation and prolong debt repayment. This risk is
mitigated through the continuous growth of DIS’ DPEP segment,
which provides consumers with lower-cost entertainment in the form
of streaming service offerings such as Disney+.

Free Cash Flow

$24

$18

$14
$12

$6

$8

$7

$6

$8

$0
2019

2020

2021

2022E 2023E 2024E

Valuation and Investment Thesis

Source: Company Filings, CPMT Estimates
Figure 4: NTM EV/EBITDA vs Peers
48x
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NYSE: DIS

40x

32x

24x

16x

14.2x
11.4x

8x
Sep-18

Sep-19

Sep-20

Sep-21

Growing Free Cash Flow: DIS continues to maintain strong FCF
generation and showed strength throughout the COVID-19 pandemic
despite a significant decline in revenue. While DIS’ cash flow growth
has been stagnant since FY2018, the Fund believes this will
transition into strong growth and forecasts FCF to experience
double-digit CAGR through FY2023. Anticipated future growth is a
function of (1) theme park revenue growth driven by operating days
recovering to pre-pandemic levels and (2) the continuous growth and
optimization of cash flow generation from its Direct-to-Consumer
streaming segment.

Risks

EBITDA

$12

Strong Balance Sheet: DIS has a net debt position of US$38.6B as
of Q3 FY2022, reflecting a 25% decrease since peaking at
US$51.5B in Q3 2019 following the Company’s acquisition of 21st
Century Fox, which showcases DIS’ high level of capital discipline.
Over the same period, DIS has maintained a BBB+ credit rating from
S&P Global and grown its cash position at a ~2% CAGR to
US$12.9B. The Company has an LTM Net Debt/EBITDA multiple of
3.2x compared to the peer average of 4.6x. It maintains a debt-toequity ratio of 0.5x, indicative of its significantly stronger capital
position relative to its peers.

Sep-22

The CPMT valued DIS using a five-year DCF analysis with a WACC
of 10.44%. The target price of $113 was derived using a 50/50 blend
of (1) the Gordon Growth method (assuming a terminal growth rate
of 2.0%) and (2) a five-year EV/EBITDA exit multiple of 21x, implying
a return of 19.79%. DIS has historically traded at a premium to its
peers, which the CPMT believes to be justified given its best-in-class
brand equity, stable FCF generation, and growth prospects. The
Company has nearly recovered from the associated impacts of
COVID-19, with LTM revenue and operating margins currently in line
with pre-pandemic levels. While the next year poses economic
uncertainty, the CPMT believes that DIS’ DMED segment will
underpin revenue growth should theme park performance decline
following a contraction in consumer spending. DIS has undergone
significant M&A to grow its streaming services and management is
targeting absolute segment profitability by 2024. Furthermore, the
Fund is forecasting DIS’ streaming services to provide incremental
cash flow starting in H2 2023 and estimates an aggregate free cash
flow CAGR of ~20% through 2024. Further due diligence will be
performed on DIS before deciding on a position.

Source: S&P Capital IQ
The Walt Disney Company
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Compliance and Performance
QUARTERLY PERFORMANCE
CPMT and Blended Benchmark Monthly Returns
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CPMT and Blended Benchmark Sector Weightings
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CPMT Sector Weights vs Maximum Weight
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Attribution Analysis (FQ2 2023)

4.0%
3.0%
2.0%
1.0%
0.0%
(1.0%)

Selection

Allocation

Attribution

CPMT Attribution Analysis
FQ2 2023
CPMT

Attribution
3.44%

Allocation
0.55%

Selection
2.89%

0.36%
1.13%
0.39%
0.00%
0.04%
(0.27%)
1.35%
(0.33%)
0.27%
0.03%
(0.03%)
0.50%

0.29%
0.02%
(0.00%)
0.03%
0.06%
(0.01%)
0.19%
(0.02%)
(0.02%)
0.03%
0.06%
(0.06%)

0.07%
1.11%
0.39%
(0.02%)
(0.02%)
(0.26%)
1.17%
(0.31%)
0.30%
0.00%
(0.09%)
0.56%

Attribution
0.88%
(0.10%)

Allocation
0.31%
0.14%

Selection
0.58%
(0.23%)

Consumer Discretionary

(0.83%)

(0.00%)

(0.83%)

Consumer Staples
Energy
Financials
Health Care
Industrials
Information Technology
Materials
Other
Real Estate
Utilities

(0.38%)
0.22%
(0.17%)
0.35%
0.46%
0.12%
0.62%
0.23%
0.52%
(0.15%)

0.01%
(0.03%)
0.11%
0.01%
(0.00%)
(0.33%)
(0.01%)
0.23%
0.05%
0.13%

(0.39%)
0.25%
(0.29%)
0.34%
0.46%
0.46%
0.63%
(0.00%)
0.47%
(0.28%)

Communication Services
Consumer Discretionary
Consumer Staples
Energy
Financials
Health Care
Industrials
Information Technology
Materials
Other
Real Estate
Utilities
1 Year
CPMT
Communication Services
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Compliance and Performance
LONG-TERM PERFORMANCE

CPMT and Blended Benchmark Total Return (Annualized)
15%

9%

3%

(3%)

(9%)

(15%)
1 Year

3 Year
CPMT

5 Year

10 Year

Blended Benchmark

CPMT and Blended Benchmark Composite Index Sharpe Ratios
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The CPMT Long-Term Performance Targets
1 Year

3 Year

5 Year

10 Year

(6.48%)

10.30%

8.32%

7.98%

Relative Returns (bps)
Blended Benchmark (2)

88

252

114

36

Risk Adjusted Returns (bps)
Blended Benchmark (3)

170

185

77

24

Absolute Returns (annualized)
CPMT (1)

(1) Performance target of 7.0% annual returns.
(2) Performance target to exceed the Blended TSX & S&P 500 Benchmark by 100 bps.
(3) Performance target to exceed the Blended TSX & S&P 500 Benchmark by 100 bps on a risk adjusted basis.

CPMT Long-Term Performance Details
1 Year

3 Year

5 Year

10 Year

CPMT

(6.48%)

10.30%

8.32%

7.98%

Blended Benchmark

(7.36%)

7.78%

7.18%

7.62%

CPMT

16.18%

16.47%

14.54%

11.75%

Blended Benchmark

14.42%

15.59%

13.77%

11.07%

CPMT

(0.48)

0.55

0.48

0.55

Blended Benchmark

(0.62)

0.46

0.45

0.56

Annualized Return

Annualized Volatility

Sharpe
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APPENDICES

Appendix 1: CFA Code of Ethics
The following is the CFA Code of Ethics to be complied with at all times by Portfolio Managers:
•

To act with integrity, competence, diligence, respect, and in an ethical manner with the public,
clients, prospective clients, employers, employees, colleagues in the investment profession, and
other participants in the global capital markets.

•

To place the integrity of the investment profession and the interests of clients above personal
interests.

•

To use reasonable care and exercise independent professional judgment when conducting
investment analysis, making investment recommendations, taking investment actions, and
engaging in other professional activities.

•

To practice and encourage others to practice in a professional and ethical manner that will reflect
credit on ourselves and the profession.

•

To promote the integrity and viability of the global capital markets for the ultimate benefit of society.

•

To maintain and improve their professional competence and strive to maintain and improve the
competence of other investment professionals.
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Appendix 2: Account Activity

CPMT Transactions Log (2022-2023)
FQ1 2023

Date

Action

Shares

28-Apr-22

Sell

93

XEG

28-Apr-22

Sell

445

ENB

28-Apr-22

Sell

135

TOU

28-Apr-22

Buy

200

$62.45

COST

28-Apr-22

Sell

10

$217.56

V

28-Apr-22

Buy

50

$202.41

PYPL

Purchase Price Sale Price

Currency

Capital Gain (CAD)

Return

$84.57

USD

-$11,572.69

(59.54%)

$9.12

$14.60

CAD

$2,439.84

60.14%

$47.29

$56.11

CAD

$1,190.70

18.65%

$555.48

USD

$3,379.20

155.32%

($4,562.95)

-14.23%

Capital Gain (CAD)
$5,028.15

Return
45.21%

$5,028.15

45.21%

$209.01

Total
FQ2 2023
ABT

Date
14-Sep-22

Total

FQ2 2023 Report

Action
Sell

Shares
148

Purchase Price Sale Price
$75.14
$109.11

Currency
USD
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Appendix 2: Account Activity (Continued)
Dividend Summary
April, 2022

July, 2022

Equity
CNQ

Date
05-Apr-22

DPS
$0.75

Credit (CAD)
$300.75

CSU

12-Apr-22

$1.27

BBY

14-Apr-22

$0.79

TMO

14-Apr-22

$0.27

AMT

29-Apr-22

$1.78

TD

30-Apr-21

$0.79

Total

Equity

Equity
BBY

Date
05-Jul-22

DPS
$1.13

Credit (CAD)
$113.27

$17.81

CNQ

05-Jul-22

$0.75

$300.75

$79.29

AMT

08-Jul-22

$1.85

$72.05

$11.08

CSU

11-Jul-22

$1.30

$18.19

$69.60

TMO

15-Jul-22

$0.39

$158.00

Total

$15.83
$520.09

$636.53
May, 2022
Date
DPS

Credit (CAD)

Equity

August, 2022
Date
DPS

Credit (CAD)

JPM

02-May-22

$1.29

$184.06

JPM

02-Aug-22

$1.29

$184.06

AAPL

12-May-22

$0.30

$45.59

AAPL

11-Aug-22

$0.30

$45.59

COST

13-May-22

$1.16

$63.71

COST

12-Aug-22

$1.16

$63.71

ABT

16-May-22

$0.60

$89.49

TOU

12-Aug-22

$2.00

$400.00

TOU

19-May-22

$1.50

$300.00

ABT

15-Aug-22

$0.60

$88.41

RY

21-May-21

$1.20

$257.55

RY

24-Aug-21

$1.27

$272.21

WCN

26-May-21

$0.25

CNQ

31-Aug-21

$1.50

Total

Equity

$32.24
$972.64

June, 2022
Date
DPS

Credit (CAD)

Total

Equity

$601.50
$1,655.48

September, 2022
Date
DPS

Credit (CAD)

ENB

01-Jun-22

$0.86

$399.90

ENB

01-Sep-22

$0.86

$399.90

V

01-Jun-22

$0.48

$24.13

WCN

01-Sep-22

$0.30

$38.65

WCN

01-Jun-22

$0.30

$38.39

ZTS

01-Sep-22

$0.42

$25.52

ZTS

01-Jun-22

$0.42

$25.52

V

01-Sep-22

$0.48

$24.13

MSFT

09-Jun-22

$0.80

$83.79

MSFT

08-Sep-22

$0.80

$83.79

CTAS

15-Jun-22

$1.22

$73.37

NEE

15-Sep-22

$0.55

$126.91

NEE

15-Jun-22

$0.55

$126.91

CTAS

15-Sep-22

$1.78

$88.81

LIN

17-Jun-22

$1.51

$52.71

LIN

16-Sep-22

$1.51

$52.71

BAM.A

30-Jun-22

$0.18

$80.18

CNR

29-Sep-22

$0.73

$183.13

CCL.B

30-Jun-22

$0.24

$48.00

BAM.A

29-Sep-22

$0.18

$81.87

CNR

30-Jun-22

$0.73

$183.13

CCL.B

29-Sep-22

$0.24

$48.00

TECK.B

30-Jun-22

$0.12

$34.16

TECK.B

29-Sep-22

$0.12

$32.33

TOU

30-Jun-22

$0.23

$45.00

TOU

29-Sep-22

$0.23

$45.00

Total
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$1,215.20

Total

$1,230.77
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Large
Large

Royal Bank of Canada

Large
Large
Large
Mid
Large

Apple

Constellation Software

Microsoft

Topicus.com

Visa

Large
Large

Linde PLC

Teck Resources

Large

Enbridge

Tourmaline Oil

Large

lululemon athletica

Costco Wholesale

Waste Connections

Large
Large

Brookfield Renewable Partners

NextEra Energy

Utilities

American Tower

Large

Large

Cintas

Real Estate

Large
Large

Canadian National Railway

Industrials

Large
Large

Zoetis

Large

Thermo Fisher Scientific

Healthcare

Alphabet

Telecommunications

Large

Large

Best Buy

Consumer Staples

Mid

Aritzia

Consumer Discretionary

Large
Large

Canadian Natural Resources

Energy

Large

CCL Industries

Materials

Large

Adobe

Information Technology

Large

JPMorgan Chase & Co.

Market Cap

Brookfield Asset Management

Financials

2

1

1

2

2

3

1

2

2

3

1

1

2

1

2

2

1

1

1

1

1

3

2

2

2

2

2

2

Conviction

3.83%

1.74%

2.12%

3.44%

4.78%

5.99%

2.23%

4.75%

3.72%

5.62%

1.51%

1.39%

3.75%

2.22%

4.19%

4.59%

1.79%

2.14%

2.01%

2.10%

1.27%

5.75%

4.43%

4.49%

3.04%

4.44%

3.43%

4.20%

Current

4.00%

2.00%

2.00%

4.00%

4.00%

6.00%

2.00%

4.00%

4.00%

6.00%

2.00%

2.00%

4.00%

2.00%

4.00%

4.00%

2.00%

2.00%

2.00%

2.00%

2.00%

6.00%

4.00%

4.00%

4.00%

4.00%

4.00%

4.00%

Target

Position Size

(0.17%)

(0.26%)

0.12%

(0.56%)

0.78%

(0.01%)

0.23%

0.75%

(0.28%)

(0.38%)

(0.49%)

(0.61%)

(0.25%)

0.22%

0.19%

0.59%

(0.21%)

0.14%

0.01%

0.10%

(0.73%)

(0.25%)

0.43%

0.49%

(0.96%)

0.44%

(0.57%)

0.20%

Difference

$88.00

$51.00

$279.00

$124.00

$430.00

$163.00

$189.00

$563.00

$161.00

$610.00

$426.00

$133.00

$33.00

$70.00

$59.00

$84.00

$62.00

$282.00

$82.00

$290.00

$145.00

$287.00

$1,800.00

$165.00

$575.00

$136.00

$158.00

$165.00

$575.00

$132.00

$128.00

$70.00

Current

$88.00

$51.00

$279.00

$124.00

$430.00

$163.00

$189.00

$563.00

$161.00

$610.00

$426.00

$133.00

$33.00

$70.00

$59.00

$84.00

$49.00

$313.00

$79.00

$290.00

$92.00

$287.00

$2,022.00

Target Price
$70.00

Prior

Stock Price

$78.41

$43.15

$214.70

$186.65

$388.19

$149.18

$148.29

$507.19

$95.65

$472.27

$279.56

$63.34

$45.39

$71.79

$51.22

$64.30

$30.41

$269.59

$66.96

$177.65

$66.42

$232.90

$1,922.09

$138.20

$275.20

$90.04

$104.50

$56.51

End of Period

7.90%

(3.53%)

(10.46%)

16.95%

10.77%

3.03%

(8.04%)

(0.49%)

(6.43%)

5.03%

9.31%

3.57%

30.24%

7.26%

(5.78%)

(7.04%)

6.03%

(0.06%)

10.06%

(3.82%)

(8.55%)

(3.34%)

0.59%

7.75%

(19.87%)

(0.87%)

(1.09%)

(1.31%)

7.23%

(6.94%)

(12.77%)

17.12%

8.56%

0.06%

(18.13%)

(4.07%)

(28.92%)

14.10%

(24.55%)

(37.33%)

11.22%

14.96%

1.33%

38.34%

(16.61%)

(1.96%)

1.92%

(6.09%)

(50.85%)

(12.74%)

(8.08%)

4.94%

(48.38%)

(2.29%)

(32.27%)

(18.15%)

TTM

Total Return
QTD
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