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Clément

At least one of these views is wrong, and possibly both,  
and this means that the ride could be bumpy. We expect  
ten-year U.S. interest rates to reach 3.0% by the end of 
2015, with Canadian rates reaching 2.75%.

Meanwhile, a new era has dawned in the oil market. The 
latest decision by OPEC to maintain its production ceiling 
and let the market forces play out means that 2015 should 
be characterized by lower energy prices. It seems that the 
cartel has relinquished, for the time being, its role as the 
swing producer, and that we could well test new lows.

The oil price situation will surely add a dose of volatility 
to the Canadian stock market. However, we believe the 
fall of the loonie will cushion the impact of lower oil prices 
on Canadian energy producers. We believe the situation 
will stabilize around mid-year and prices will start rising 
again, there will be opportunities ripe for the taking. 
Looking at the U.S. stock market, we find comfort in the 

fact that 2014’s gains were led by earnings growth instead 
of multiples expansion. Still, we view the U.S. market as 
fairly priced and are starting to notice that some value is 
appearing overseas. With the end of quantitative easing 
(QE) in the U.S. and the beginning of similar programs 
around the developed world (Japan, for example, is putting 
together an even more aggressive version of QE), we 
believe it is time to follow the liquidity and increase our 
exposure to international equities.

Finally, this should be the year when the U.S. Federal 
Reserve starts raising its leading rate (our guess is in the 
second quarter) and normalizes its monetary policy. In  
such environments, history shows that stocks (both 
Canadian and U.S.) do well, but that returns are volatile.  
We believe this global bull market has more room to run, 
since it is recessions, and not time itself, that put an end  
to bull markets.

Clément Gignac
Chief Economist
Industrial Alliance Insurance and Financial Services Inc.

n We believe this global bull market has more 
room to run, since it is recessions, and not 
time itself, that put an end to bull markets. n

Bonds ended 2014 at lower interest rates than where they started, a surprise in 
itself. One needs only to look at the expectations for future interest rates from 
the actual voting members of the Federal Open Market Committee (FOMC), 
which is holding the pen on U.S. monetary policy, and those of the market itself, 
to find completely opposite views.
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1. Where are the opportunities?
Leading economic indicators are suggesting that 2015 
will bring another year of positive economic growth. 
Against this backdrop we will continue to focus on North 
American securities for our core positions, while keeping 
an eye on Europe as a region that will likely provide 
opportunities for outsized gains. We expect to see some 
form of quantitative easing in the first six months of 
the year, which will accelerate earnings and increase 
stock market valuations. Our focus in Europe will be on 
larger capitalized companies that have global exposure, 
especially to the U.S. The remaining years of the current 
bull market cycle should produce lower average returns 
than we have experienced in the past few years. However, 
our current expectations for next year suggest that returns 
will be above average.

Opportunities should present themselves in the energy 
space, given the recent sell-off, and in high-yield bonds, 
especially in a rising-interest-rate environment.

2. Where are the challenges?
We expect the near-term volatility in energy prices, a 
strengthening U.S. dollar and rising interest rates to be the 
biggest investing challenges next year. We expect energy 
risk to be more pronounced in the near term than in the 
longer term, as supply and demand should be supportive 
of prices in 2016. 

We expect the Fed will begin raising interest rates by 
mid-year in 2015 and that markets will react negatively 
for a short time. This will likely provide the next buying 
opportunity in the markets, as rising rates would confirm 
continued economic growth and inflation stability.

3. How are you positioning the Funds?
The Funds are defensively positioned with higher cash 
levels. We have not found the right opportunity to put the 
cash to work, given the recent market volatility in energy. 
We remain underweight in materials and energy and are 
cautious on securities with a negative correlation to rising 
interest rates. The direct commodity exposure in our Funds 
is less than 6%, with the balance comprising commodity 
distribution companies and services companies that have 
less direct exposure to commodity price volatility. 

4. Why is this the right approach for 2015?
We are nearing the middle innings of this bull market 
and have maybe four to six years left. During this time, 
investors will have to be active, taking a conservative 
approach at some points and an aggressive approach at 
others. I believe our bottom-up approach has had success 
in identifying undervalued businesses with positive long-
term prospects, while our top-down review has helped 
us identify major macro risks and opportunities. This dual 
approach has served our investors well over the past and 
should continue to add value as market conditions change.

Dan
IA Clarington Strategic Corporate Bond Fund
IA Clarington Strategic Equity Income Fund/Class
IA Clarington Strategic Income Fund
IA Clarington Strategic U.S. Growth & Income Fund

Dan Bastasic
Senior Vice President, Investments
IA Clarington Investments Inc.

n I believe our bottom-up approach has  
had success in identifying undervalued 
businesses with positive long-term 
prospects, while our top-down review  
has helped us identify major macro risks  
and opportunities. n



1. Where are the opportunities?
In fixed income, we believe investors should focus on 
higher-yielding securities and be more wary of interest 
rate risk than credit risk. Accordingly, we favour non-
investment-grade credit. We expect there to be a 
reasonable number of attractively priced opportunities in 
the market, because spreads (compensation for credit risk) 
have increased in the latter half of 2014. 

There has been an overall deterioration in credit quality, as 
evidenced by companies using more leverage and lenders 
accepting weaker protections. However, we believe that 
defaults will remain low, given the wide access borrowers 
have to liquidity and the small volume of debt maturities in  
the next two years.

2. Where are the challenges?
It should come as no surprise that rising interest rates 
will be a major challenge next year, particularly for the 
largest segments of fixed income, such as government 
and investment-grade bonds. We agree with the current 
market consensus that the U.S. Federal Reserve will 
begin increasing interest rates in late 2015, but think that 
longer-dated rates (seven years-plus) will remain modest 
relative to average historical levels. That said, even a small 
increase in interest rates will be a headwind for traditional 
fixed- income securities.

Investors should be prepared for a continuation of the 
higher volatility experienced in 2014, because the tougher 
regulatory climate for large U.S. banks continues to reduce 
the amount of capital allocated to trading operations.

Prolonged weakness in the price of oil could cause a 
marked increase in defaults, particularly for energy and 
energy-related high-yield issuers. Companies with higher 
operating costs, minimal hedges and more leveraged 
balance sheets would be at serious risk of defaulting by 
missing interest payments or being unable to refinance a 
maturing debt facility.

3. How are you positioning the Funds?
Because we expect a modest rise in interest rates, we 
favour a short duration for our investment-grade positions. 
While we could earn additional yield by going further out 
in maturity, the flat yield curve doesn’t provide sufficient 
incremental return to compensate for the increased 
credit risk. We are also looking outside conventional 
fixed-income asset classes for higher-yielding investment-
grade-rated opportunities. We have found attractive ideas 
in esoteric asset-backed securities, where collateral 
such as film libraries, franchise fees/royalties and brand 
licences are securitized. We are increasing our exposure 
to larger, higher-rated senior loan opportunities that 
are trading two to three percentage points below par in 
secondary markets. 
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Jeff
IA Clarington Core Plus Bond Fund
IA Clarington Floating Rate Income Fund

Jeff Sujitno
Vice President, Investments
IA Clarington Investments Inc.

n Our investment approach is to manage 
volatility and unexpected surprises primarily 
through credit selection, to help provide 
superior risk-adjusted returns. n



We believe investors value low volatility and stability more 
than they value a high absolute return. This is especially 
true for the fixed-income portion of a portfolio, where 
capital preservation is paramount.

Our investment approach is to manage volatility and 
unexpected surprises primarily through credit selection, 
to help provide superior risk-adjusted returns. We limit our 
exposure to commodity-related businesses to avoid  

major shocks, such as the one we are witnessing now in 
the oil market and the one we saw earlier in 2014 in the 
coal market.

While we don’t expect a sudden and abrupt rise in rates, 
we will manage interest rate sensitivity in our investment-
grade positions by being short in duration and, if 
warranted, by using interest rate swaps.

1. Where are the opportunities?
With a broadening and consumer-led U.S. recovery 
underway, we still see lots of opportunities in North 
American markets, specifically, U.S. equities and 
non-resource Canadian sectors leveraged to U.S. 
manufacturing and the consumer. A weaker Canadian 
dollar also represents an opportunity for manufacturers 
and exporters. In both markets there are plenty of 
opportunities in small- and mid-cap areas of the market 
where growth is stronger despite current valuation levels. 
A backdrop of improving growth, bottoming inflation, 
continuing low interest rates and accommodative  
policy is typically a sweet-spot recipe for small- and  
mid-cap equities.
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Terry
IA Clarington Growth & Income Fund
IA Clarington North American Opportunities Class

4. Why is this the right approach for 2015?

Terry Thib
Vice President, Investments
IA Clarington Investments Inc.

n A backdrop of improving growth,  
bottoming inflation, continuing low  
interest rates and accommodative policy  
is typically a sweet-spot recipe for  
small- and mid-cap equities. n

…Jeff continued
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2. Where are the challenges?
We see the two biggest challenges being increasing 
volatility, with the potential for corrections, and slightly 
above-average overall valuations making significant 
returns harder to find. However, both are normal 
occurrences during the mid-cycle stage, and the volatility 
can present buying opportunities for disciplined investors. 

Weak global growth stemming from the European Union 
and emerging market regions could affect the U.S. if 
prolonged. But given the renewed propensity of the 
collective central bankers to wage war on inflation, this 
could in fact benefit the North American economies 
by allowing the U.S. Federal Reserve to remain 
accommodative for longer to ensure that the U.S. is on 
sound footing. We believe that there is a possibility of 
another classic mid-cycle correction, given fluctuations in 
sentiment, geopolitical issues and current valuation levels, 
and depending on the timing of initial interest rate hikes.

3. How are you positioning the Funds?
While we may or may not see an initial rate hike by the 
U.S. Federal Reserve, we believe we will continue to 
be in a low-rate environment and that a broad-based 
but slow recovery is underway in the U.S. As a result, 
corporate earnings will continue to recover and be the 
primary driver of total returns. We want to focus on quality 
companies that can generate above-average returns 
on capital deployed and cash flow. The key is to identify 
companies with these attributes earlier. Currently, we see 
opportunity in industrials, which typically shows leadership 
at the mid-cycle stage and offers a play on a recovering 

manufacturing base and increased business spending; 
the sector also has a relative valuation advantage. In a 
rising-interest-rate regime, financials also represents an 
opportunity. Improving consumer confidence, low energy 
prices, increasing employment and low rates should 
continue to provide support for the consumer discretionary 
sector. Canadian sectors with the most exposure to 
the U.S. include information technology, consumer 
discretionary and industrials, and will be beneficiaries of  
a weak Canadian dollar and lower energy prices. 

4. Why is this the right approach for 2015?
Fundamentals matter the most in my investment process. 
Premiums are attached to companies that can grow and 
outperform their respective industries and the overall 
economy. The key is to uncover these opportunities 
before the warranted premium is attached. Accordingly, 
this type of environment is a stockpicker’s market, where 
careful investment selection using a fundamentally driven, 
disciplined and proven process is essential. My investment 
approach seeks to exploit the inefficiencies of the 
under-followed areas of the market where undiscovered 
opportunities exist. My process also seeks to protect 
investors’ capital by taking a more conservative approach 
to these areas, which sometimes are perceived as a risky, 
by focusing on sustainable growth, capital efficiency and 
balance sheet strength.

…Terry continued



Joe Jugovic
President, CEO and CIO, QV Investors Inc.

Wendy Booker-Urban
Senior Vice-President & COO, QV Investors Inc.

Darren Dansereau
Vice President & Portfolio Manager, QV Investors Inc.

Ian Cooke
Vice President & Portfolio Manager, QV Investors Inc.

n We take the view that it is more important  
to protect capital in challenging times  
than to try to maximize returns when  
risks are growing. n
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Joe

Wendy Darren
lan

1. Where are the opportunities?
Strong market returns over the past five-plus years 
have resulted in fewer opportunities, from a valuation 
perspective, to buy better-quality businesses. Many 
markets and sectors have experienced considerable 
appreciation due to improving corporate fundamentals,  
unprecedented low interest rates and central bank 
stimulus. We are finding opportunities on a company-
by-company basis rather than broadly across sectors 
or geographies. Businesses with visibility in earnings 
growth three to five years out will likely continue to garner 
attention, given the unbalanced global economic growth.

2. Where are the challenges?
We believe challenges stem from the increasing 
confidence investors are placing in central bank know-
how and capability. Investors seem more confident 
today, and we see numerous examples of risk-taking 
activity. This is typical of late-cycle behaviour. Very low 
interest rates continue to drive money into assets globally; 
valuation and risk have become secondary considerations 
compared with the potential return in what is a low-return 
environment. For these reasons, finding investments with 
a significant buffer or margin of safety is challenging.

3. How are you positioning the Funds?
From a quality perspective, our portfolios are currently 
generating very high levels of profitability while 
carrying below-average debt levels, and in some cases 
significantly less debt. This provides a solid foundation 
for reinvestment, returning capital to shareholders and 
navigating through economic turbulence. 

From a value perspective, we have been fairly active in 
reducing or selling positions that we believe are trading at 
very high valuations. As a result, our portfolios are trading 
at lower multiples relative to the marketplace. Historically, 
maintaining this combination of better-quality businesses 
with stronger balance sheets and managing valuation risk 
has proved beneficial for the portfolios. The portfolios  
are focused more on minimizing risk today than 
maximizing return.

4. Why is this the right approach for 2015?
Our investment approach focuses on trying to manage the 
downside risk in our portfolios. No style or process can 
outperform the markets consistently throughout a cycle. 
We take the view that it is more important to protect capital 
in challenging times than to try to maximize returns when 
risks are growing. We don’t know when a more difficult 
period will emerge, but we believe our focus on managing 
the quality, valuation and balance sheet risks within our 
portfolios will, at some point, pay dividends.

IA Clarington Canadian Balanced Fund/Class
IA Clarington Canadian Small Cap Fund/Class
IA Clarington Global Equity Fund
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Doug Kee
Chief Investment Officer, Leon Frazer & Associates Inc.

Ryan Bushell
Portfolio Manager, Leon Frazer & Associates Inc.

n Not since the 1950s – the only other  
extended period when dividend yields  
stayed above benchmark bond yields –  
has our fundamentals-based approach  
been more relevant. n

Ryan Doug1. Where are the opportunities?
We believe Canadian dividend-paying stocks represent 
a compelling, low-volatility investment opportunity for the 
core of every Canadian investor’s portfolio. Dividend-
paying Canadian companies are well supported by a 
sound and growing economy, as well as demographic 
trends that are pushing investors toward investments 
offering a combination of growth and income. Near-term, 
we know the internal portfolio dividend yield, at 4.1%, 
remains well above benchmark bond yields. This income 
is collected regardless of the market’s direction. The 
broader effect of a drop in oil prices is very positive for  
the economy and for central bankers looking to keep 
interest rates low. Overall, we think 2015 should be 
another steady year for Canadian equities and the Fund, 
with an opportunity to selectively rebalance into energy 
and materials shares.

2. Where are the challenges?
The energy sector will be challenged in 2015; seemingly 
unbounded negative sentiment has taken over. For 
investors concerned about our overweight position in the 
sector, we would explain that more than 50% of our energy 
position is made up of energy infrastructure (pipeline) 
companies. Infrastructure providers are only tangentially 
related to the price of oil; they are more directly related to 
processing, transporting and storing production volumes. 
But while we strive to own the more conservative dividend-
payers in the energy sector, even they are not immune to 
widespread panic. Longer-term, we believe oil prices will 
moderate due to supply-demand fundamentals at prices in 
excess of the cost of marginal production, and well above 

current prices. In the meantime, our biggest challenge will 
be to weather the storm, assess the damage and rebuild 
positions gradually, as warranted.

3. How are you positioning the Fund?
Not since the 1950s – the only other extended period 
when dividend yields stayed above benchmark bond 
yields – has our fundamentals-based approach been more 
relevant. As interest rates rise, funds should gradually 
flow from bonds to equities. Demographic trends show a 
large proportion of older investors are demanding a mix 
of current income and reasonable growth to fund their 
ever-expanding retirement horizons. Retirees will need 
to own significant equity positions, considering current 
interest rates and the need for growth; however, the 
volatility of returns matters tremendously to those who 
are regularly drawing a significant amount of money from 
their portfolios. Our Fund is designed to meet the needs of 
individuals by providing market-like returns over time, with 
lower volatility. Dividend income helps smooth stock price 
volatility over time and also helps cover at least a portion 
of a client’s current expenses. We believe our future 
prospects look as bright today as at any point in  
our history. 

IA Clarington Canadian  
Conservative Equity Fund/Class
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1. Where are the opportunities?
Despite the six-year bull market for U.S. equities, key 
macro indicators suggest the U.S. economy is still in the 
recovery stage of this cycle. Continued – albeit slow – 
economic growth, moderate inflation, and low interest 
rates provide a strong backdrop for equity markets to 
continue moving higher. For the last few years the U.S. 
equity market has been the place to “shop,” as economic 
growth in Europe and emerging markets has disappointed. 
A reacceleration of foreign economic growth would boost 
earnings of U.S. companies with interests overseas, and 
there may be a synchronization of global economies that 
hasn’t been seen since the recovery began in 2009.

In Canada, with the rapid decline in oil prices during the 
last quarter, investors in energy stocks have been selling 
first and asking questions later. No one can predict the 

extent or duration of this correction but the best remedy 
for lower oil prices is lower oil prices. Lower oil prices 
encourage producers to lower capital expenditures, which 
in turn reduces production and leads to lower supply, and 
eventually higher prices. In periods of extreme volatility, 
markets tend to overreact, so the sell-off in the energy 
sector will probably overshoot. While investors are 
currently unwilling to step in and buy oversold names, 
there will be an abundance of opportunities in energy, 
which will eventually bring investors back to the sector.

Over the past few years, we have gradually reduced 
our positions in interest rate-sensitive sectors such 
as telecommunication services, utilities and energy 
infrastructure, while averaging into cyclical sectors such 
as energy and materials producers. It appears we will 
get another opportunity to continue this process in 2015. 
To clarify, we are not abandoning the former sectors, we 
are applying disciplined rebalancing to take capital from 
sectors that have performed well and redeploying this 
capital into sectors that have been beaten down. This 
has the intended effect of harvesting profits over time, 

redeploying them into opportunities to compound higher 
rates of return with more associated dividend income. 
It is important to note that we have not changed, and 
will not change, our core focus of owning the backbone 
of the Canadian economy. Over 60% of the portfolio 
is represented by banks, telecommunication services, 
utilities and energy infrastructure companies. When 
railways and life insurers are included, our backbone 
weighting jumps to over 71%. This long-term positioning 
has been the key to our time-tested success, with the 
Fund now entering its 65th year.

4. Why is this the right approach for 2015?

David Taylor
President, Chief Investment Officer and Portfolio Manager
Taylor Asset Management Inc.

n … short-term thinking creates  
opportunity for patient managers like 
ourselves who are willing to step in  
during periods of volatility and buy 
fundamentally sound companies that  
we believe have become undervalued. n

David
IA Clarington Focused Balanced Fund
IA Clarington Focused Canadian Equity Class
IA Clarington Focused U.S. Equity Class 

…Doug and Ryan continued



David
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2. Where are the challenges?
History has shown that rising interest rates do not end bull 
markets, but they can make for volatility in the short term. 
If the Fed follows through on its plan to raise interest rates 
in 2015, may be an overreaction by short-term investors. 

The U.S. has led through this cycle as the first to reduce 
interest rates, introduce quantitative easing policies and 
recapitalize its financial sector. As a result, the U.S. equity 
market has benefitted from a flow of money that has found 
its way home from Europe, Canada and the emerging 
markets. Perhaps the greatest challenge to U.S. equities 
may be renewed competition for investment dollars from  
a strengthening global economy.

Canadian equity market performance is heavily influenced 
by the energy, materials and financial services sectors. 
If prices of our natural resources continue to suffer, 
Canadian equities will underperform the U.S.

3. How are you positioning the Funds?
Our Focused Funds are close to fully invested. We have 
been deploying cash in overlooked businesses that were 
punished excessively and exchanging “winners” in the 
Focused Funds for more discounted stocks that are  
trading closer to 52-week lows and offer more upside. 
The upside potential of the stocks held in the Funds is 
the highest it’s been since they were launched in June 
2012. We have reduced the overlap among the equity 
components of the Funds to further differentiate their 
risk profiles and to position them for the volatility we’re 
experiencing in equities. 

We expect to maintain a high U.S. equity weighting in  
the IA Clarington Focused Canadian Equity Class and  
IA Clarington Focused Balanced Fund for the foreseeable 
future. We have also added to holdings and initiated some 
positions in companies that benefit from lower oil prices.

4. Why is this the right approach for 2015?
There’s an overwhelming amount of information available 
today, which creates a lot of noise and causes stock 
prices to change quickly in the short term, even though a 
company’s intrinsic value has not. This short-term thinking 
creates opportunity for patient managers like ourselves 
who are willing to step in during periods of volatility and 
buy fundamentally sound companies that we believe have 
become undervalued. Our portfolios are concentrated, 
with 35 names or less, so we can be opportunistic. The 
second half of 2014 was difficult for our unitholders, but 
in my 27 years in the industry, I’ve endured numerous 
market pullbacks and short-term corrections. Knee-jerk 
reactions to short-term market behavior are not part of our 
investment strategy and we won’t deviate from our style.

…David continued



1. Where are the opportunities?
Our hope is that stock prices, whether as a whole or for 
individual wonderful businesses, come down to bargain 
levels. This would give us the opportunity to use the cash 
we have on hand to make opportunistic investments for 
our clients that will be profitable for the long term. One 
of the most important characteristics of successful stock 
market investors is to practice patience, to wait for the 
opportunities to appear. Being pressured to put clients’ 
money to work at overpriced levels can only lead to  
sub-par returns. We won’t do that.

2. Where are the challenges?
The challenges are in finding more great businesses at 
bargain prices. Stocks have risen over 250% since the 
lows set in 2009, outpacing growth in the underlying  
value of businesses. The natural result is that stock prices 
are not at the bargain level they were five years ago.  
Our ongoing task is to find companies that meet our 
criteria for quality and bargain prices. As we said, that 
requires patience.

3. How are you positioning the Funds?
We have a very concentrated investment strategy. 
Because we own very few companies, they must meet our 
very stringent criteria. They must be what Warren Buffett 
calls “equity bonds.” These companies are bond-like, we 
believe, in that their future is highly predictable, and so are 
their returns. We think we have chosen a few extraordinary 
companies that will deliver outsized rates of return over the 
long term to our clients. 

4. Why is this the right approach for 2015?
Our investment approach is a simple but powerful 
one. Warren Buffett said it well in 1996 in his Berkshire 
Hathaway chairman’s letter: “Your goal as an investor 
should simply be to purchase, at a rational price, a part 
interest in an easily understandable business whose 
earnings are virtually certain to be materially higher five, 
ten and 20 years from now. Over time, you will find only 
a few companies that meet these standards, so when 
you see one that qualifies, you should buy a meaningful 
amount of stock. You must also resist the temptation to 
stray from your guidelines: If you aren’t willing to own a 
stock for ten years, don’t even think about owning it for 
ten minutes. Put together a portfolio of companies whose 
aggregate earnings march upward over the years, and so 
also will the portfolio’s market value.”
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Larry
IA Clarington Sarbit U.S. Equity Fund/Class (Unhedged)

IA Clarington Sarbit Activist Opportunities Class

Larry Sarbit
Chief Investment Officer 
Sarbit Advisory Services Inc.

n One of the most important characteristics 
of successful stock market investors is to 
practice patience, to wait for the opportunities 
to appear. n



1. Where are the opportunities?
We continue to believe that China offers the best 
investment opportunities in the world today. On certain 
valuation metrics, China’s stock market continues to 
trade at multi-year lows and remains one of the cheapest 
markets globally, because of ongoing concerns about 
the region’s slowing growth. Improving fundamentals 
in a number of our investments over the past year have 
driven a rerating in these stocks. Despite the appreciation 
in some our holdings, we continue to believe that the 
Chinese segment of our portfolios offers the best risk/
reward opportunities in our portfolio today, because it is 
made up of industry leaders with strong balance sheets, 
attractive dividends and undemanding valuations. On 
a bottom-up basis, we are also starting to see some 
opportunities arise in Europe. Over the past few months, 
renewed concerns about Europe’s growth have put a 
number of stocks on sale in the region.

2. Where are the challenges?
With our bottom-up approach, we believe that the U.S. 
market in general is reaching valuation levels where the 
risk/reward dynamic is becoming less attractive for new 
investments, relative to other parts of the world. The U.S. 
currently trades slightly above long-term averages and 
is one of the most expensive markets globally on certain 
valuation metrics. We believe that investments outside of 
the region offer far better upside potential over the long 
term today.

3. How are you positioning the Funds?
The IA Clarington Global Opportunities Fund remains 
positioned to capitalize on the great opportunities in 
China, with over 25% of the Fund invested in the region. 
The Fund has been positioned in China since the end of 

2013, and while our investments in the region have started 
to contribute to returns, our holdings continue to trade 
substantially below our estimates of fair value. 

By sector, financials accounts for the largest investments 
in the Fund, at about 40%. While a number of our 
financials holdings have provided strong returns over 
the past few years, we believe that our large-cap bank 
and broker positions still continue to offer good value 
over the long term, with current earnings and valuations 
substantially below normalized levels. 

4. Why is this the right approach for 2015?
With our global long-term value approach to investing, we 
are constantly looking for the best investment opportunities 
around the world across all sectors and market caps.  
As a result, the Fund is constantly replacing expensive 
stocks with undervalued ones. This allows the Fund to 
avoid areas of the market (country/sector/market cap)  
that may be overvalued. In addition, we focus on 
companies with strong balance sheets or asset value 
support to help protect on the downside from company-
specific or macro events. 

Brad
IA Clarington Global Opportunities Fund/Class
IA Clarington Global Growth & Income Fund

Brad Radin
Chief Executive Officer & Chief Investment Officer
Radin Capital Partners Inc.

n With our global long-term value  
approach to investing, we are constantly 
looking for the best investment opportunities 
around the world across all sectors and 
market caps. n
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1. Where are the opportunities?
We believe low interest rates combined with low energy 
prices and an improving job market in the U.S. have given 
us the right environment for consumer-related equities. But 
more importantly, we believe these conditions are great for 
the U.S. economy, period. From a big-picture perspective, 
we like this shift in the U.S. equity market. We believe the 
environment for 2015 favours “early cycle” stocks, while 
the interest rate environment still favours dividend-paying 
companies such as real estate income trusts (REITs).

2. Where are the challenges?
Energy and mining companies may still face many 
challenges in 2015; we do not believe we will see a 
positive commodity pricing environment for another  
12 to 24 months. 

The interest rate environment will prove to be challenging 
in the next 12 months as well. While we do expect ten- 
to 30-year bond yields to remain relatively unchanged, 
shorter-term interest rates will begin to rise in 2015. This 
will present a challenging environment for government 
bonds and for investment-grade bonds as well.

3. How are you positioning the Funds?
We like the prospects for home builders as well as 
multi-residential REITs across North America. We also 
like the prospects for retail REITs and have continued 
to be net buyers of these REITs. Lastly, we continue to 
build positions within the Tactical Funds in retailers and 
restaurants, as those industries typify early-cycle stocks. 

4. Why is this the right approach for 2015?
Our investment approach is well suited to income-oriented 
investors because of our tactical approach to moving 
among different industries and different asset classes. 
During periods of flat or rising interest rates, investors 
have to be very diligent in order to protect their capital. 
While owning longer-term government bonds is a sure-fire 
winning approach when interest rates are declining, the 
same cannot be said when rates start moving up again.  
A tactical approach to investing during these periods  
is required.

Ben
IA Clarington Tactical Bond Fund
IA Clarington Tactical Income Fund 
IA Clarington Global Tactical Income Fund

Ben Cheng
President & Co-Chief Investment Officer
Aston Hill Financial Inc.

n Our investment approach is well  
suited to income-oriented investors  
because of our tactical approach to  
moving among different industries  
and different asset classes. n
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Dealer use only. Fund commentaries are provided by the portfolio manager or sub-advisor responsible for the management of the Fund’s 
investment portfolio, as specified in the Fund’s prospectus (“portfolio manager”). Unless otherwise stated, the source for data cited in any 
commentary is the portfolio manager. Nothing in this commentary should be considered a recommendation to buy or sell a particular security. 
Any specific securities discussed are intended as an illustration of the portfolio manager’s security selection process. The Fund may sell these 
securities at any time, or purchase securities that have previously been sold. The securities may increase or decrease in value after the date 
hereof, and the Fund may accordingly gain or lose money on the investment in the securities. The statements by the portfolio managers in their 
commentaries are intended to illustrate their approach in managing the funds, do not necessarily reflect the views of IA Clarington Investments 
Inc., and should not be relied upon for any other purpose. Any statement contained in a commentary that pertains to the future presents the 
portfolio manager’s current view regarding future events, and is included for the purpose of illustrating the portfolio manager’s investment 
strategy, current beliefs and positioning of the portfolio. Actual future events may differ from these views. Neither IA Clarington nor the portfolio 
manager undertakes any obligation to update this information. 
The IA Clarington Funds and IA Clarington Target Click Funds are managed by IA Clarington Investments Inc. IA Clarington and the IA Clarington 
logo are trademarks of Industrial Alliance Insurance and Financial Services Inc. and are used under license. 
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At IA Clarington, we believe that investing has changed. Shifting investor demand and unprecedented 
access to information and products have created new challenges and new opportunities. We believe that the  
best results for investors will be achieved by being invested – not just in the markets, but in distinctive and 
outcome-based product solutions, and in active, trusting relationships with advisors. 

We market a wide range of investments to individual investors through their advisors, including actively managed 
mutual funds, portfolio solutions, socially responsible investments and target date funds. IA Clarington manages 
over $15 billion (as at December 31, 2014) and is a wholly-owned subsidiary of Industrial Alliance Insurance and 
Financial Services Inc., Canada’s fourth largest life and health insurance company.


