
`  September 30, 2015 

Page 1  

PARTNERS

L I M I T E D  

 
 

Q3-2015 REPORT 
 
HG PARTNERS LIMITED MODEL PORTFOLIOS: 
OVERVIEW 
 
 
 
 
Market Commentary 
 
Most major equity markets suffered some weakness during the third quarter.  
Market volatility continued (and in fact increased) not just in equity markets, but 
with commodities as well.  While what was some heightened concern about 
Greece seems to have abated.  China, though, is still an on-going worry for many 
observers.  For the remainder of the year, performance will likely be influenced 
both by geopolitical issues and corporate earnings.   
 
Most value measurements indicate that equities in many markets are fairly or 
slightly undervalued at this point.  As we pointed out in our last quarterly 
commentary, even when equities are a bit overvalued they continue to look quite 
attractive vis-à-vis bonds.  The economy has been stable, but hardly robust,  
while job figures have flattened out somewhat after some improvement earlier in 
the year.  While lower energy prices could have been expected to boost 
consumer spending (at least modestly) that has not seemed to have happened, 
at least to this point.  On the political front, federal elections this year in Canada 
and next year in the United States are being watched carefully.   
 
Investors’ eyes will continue to be on both the Fed and the Bank of Canada (as 
well as on the IMF and a number of central banks across the globe).  Going into 
the last quarter the majority of commentators seemed to feel that the Fed would 
almost certainly hike rates this year and that the Bank of Canada might author 
another rate cut.  That would likely have been bad news for the Canadian dollar.  
At present, that view seems to have changed quite a lot, with the consensus now 
that it is more than likely that there will be no changes for the rest of this year on 
either side of the border.   
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The Investor Profile 
 
We want to ensure that every client investing in one of our model portfolios is 
directed to the model which is most suitable, given that client’s goals, objectives, 
investment time horizon and risk tolerance level. 
 
A systematic and disciplined approach is of critical importance in developing and 
monitoring our model portfolios.  Such an approach is equally important in 
making sure that each of our clients understands their individual “investor profile.”  
The determination of that profile is both objective and subjective.  Each client 
completes a standard questionnaire which determines in as objective a manner 
as possible which model would be most suitable.  We then review the 
questionnaire and the resulting profile with the client to ensure that he or she 
agrees with the more objective assessment.  In cases where the objective and 
subjective results are not a match, we ensure that the model recommended to 
the client is the one where there is the highest level of comfort. 
 
 
Philosophy and Approach 
 
We have designed a number of model portfolios, covering the investment 
spectrum from the very conservative to the very aggressive.  One of our key 
objectives in developing these models was to create a strategy that would take 
the emotion out of investment decisions, both for us as investment professionals 
and for our clients.   
 
The models are comprised of a mix of equities, bonds and gold bullion and, in 
some of the models, GICs.  In selecting the individual components of the models, 
we use a systematic and disciplined screening process.  Many criteria are 
considered, including a history of above average and consistent performance by 
the fund manager, the relationship of risk to reward, and correlation analysis.  
The objective with each of the models is to create a portfolio made up of some of 
the best managers available, and one where there is as little correlation as 
possible among the various components in it. 
 
These models are not static.  They are constantly monitored and managers will 
be removed and added from time to time. 
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Where a client has invested in one of the models, we review his or her portfolio 
every 90 days.  As described below in detail, each of the models has a particular 
asset mix which matches each client’s “investor profile.”  If, at the time of a 90-
day review, the portfolio needs to be rebalanced, we will so advise the client.  As 
an example, if a client had invested in the 65% equity / 35% income model, if that 
allocation were out of balance by at least 5 percentage points, the portfolio would 
be rebalanced so that the suitable asset mix is maintained over the long term. 
 
This rebalancing process forces us to “buy low and sell high.”  What is important 
is that rather than having these on-going buy and sell decisions determined by 
emotion, it is the asset mix of the portfolio itself that determines what action 
needs to be taken.  We strongly believe that the best investment decisions are 
generally the ones that involve the least emotion. 
 
 
The Models 
 
There are six different model portfolios: 
 
Defensive (23% equities / 77% income) 
 
This model is suitable for those investors who are primarily concerned about 
preservation of capital.  Often investors opting for this model are looking for a 
steady and dependable income stream.  A typical “defensive” investor is much 
more concerned about conserving capital than about growth of capital. 
 
Conservative (30% equities / 65% income / 5% gold bullion) 
 
Like the defensive investor, a conservative investor is primarily concerned about 
earning a reasonable level of income, but is also willing to take on a bit more 
equity exposure, and the market risk that entails. 
 
Traditional (40% equities / 55% income / 5% gold bullion) 
 
An investor for whom this model is most appropriate is looking for a balance 
between the growth potential offered by equity investments and a stable income 
stream provided by income producing investments.   
 
 
 
Traditional Growth (62% equities / 33% income / 5% gold bullion) 
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Typically, an investor choosing this model is willing to take on somewhat more 
equity risk, and is more concerned with longer-term results.  While seeking some 
steady income production, that is not the focus.  The income component is 
comprised of 20% in bond funds and 15% in funds invested with a focus on 
dividends, high yield bonds, REITs and income trusts. 
 
 
Growth Oriented (72% equities / 23% income / 5% gold bullion) 
 
The growth oriented investor is primarily focused on growth of capital and has a 
long term investment time horizon.  He or she is willing to take on the risk of a 
high exposure to equity-related market volatility in return for capital growth over 
the longer term.   
 
 
Aggressive Growth (85% equity / 10% income / 5% gold bullion) 
 
With this model the focus is almost entirely on long-term growth of capital.  
Current or medium-term income requirements are not an issue, and the 
investor’s time horizon is very long term. 
 
 
Portfolio Construction 
 
These portfolios are intended to work as an “overlay” that applies to all of a 
client’s investments, including both registered and non-registered portfolios.  In 
cases where clients have both registered and non-registered assets, it is quite 
possible that neither account will match the target asset allocation, but the 
aggregate of the two should reflect that mix.  When allocating investments 
between registered and open accounts, for tax reasons it is generally beneficial 
to keep income-producing investments in registered accounts.  This shelters 
interest income, which is subject to a higher tax rate than are capital gains. 
 
 
 
This commentary was prepared solely by Howard Goodman who is a registered 
representative of HollisWealth Advisory Services Inc. (a member of the Mutual Fund 
Dealers Association of Canada and the MFDA Investor Protection Corporation). The 
views and opinions, including any recommendations, expressed in this commentary are 
those of Howard Goodman alone and they are not those of HollisWealth Advisory 
Services Inc. 
 TM Trademark of The Bank of Nova Scotia, used under license. 
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Investment Objective  Asset Allocation 09-30-2015 

The Defensive Portfolio is an ideal investment 
for investors seeking to preserve capital and 
generate consistent returns.  In seeking to 
preserve capital, the Defensive Portfolio will 
maintain heavy exposure to Canadian fixed-
income investments.  The portfolio also 
includes investments in Canadian, U.S. and 
global equities. 

  

 

Stock Analysis 09-30-2015  World Regions  09-30-2015 
 

 

  

 

Performance 09-30-2015                                                Annualized Returns 
 

 

Holdings  09-30-2015 
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Investment Objective  Asset Allocation 09-30-2015 

The Conservative Portfolio is ideal for 
investors seeking current income, consistent 
returns and an opportunity for modest 
capital growth.  The conservative investor is 
willing to absorb a modest amount of price 
volatility and interest rate risk in exchange 
for current income.  

  

 

Stock Analysis 09-30-2015  World Regions 09-30-2015 
 

 

   

 

Performance 09-30-2015                                                Annualized Returns 
 

 

Holdings 09-30-2015 
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Investment Objective  Asset Allocation  09-30-2015 

The Traditional Portfolio is designed to 
achieve balance between income and capital 
growth. The portfolio’s asset allocation 
targets are evenly split between equity and 
fixed income. The traditional investor is 
willing to accept a moderate amount of 
price volatility in exchange for some current 
income and potential capital appreciation.  

  

 

Stock Analysis  09-30-2015  World Regions  09-30-2015 
 

 

   

 

Performance  09-30-2015                                                Annualized Returns 
 

 

Holdings  09-30-2015 
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Investment Objective  Asset Allocation  09-30-2015 

The Traditional Growth Portfolio is designed to 
provide investors with the opportunity for 
long-term capital growth via a reasonably 
balanced asset mix.  Equities make up the 
majority of this portfolio, but the fixed income 
allocation should reduce volatility. 

  

 

Stock Analysis 09-30-2015  World Regions  09-30-2015 
 

 

  

 

Performance 09-30-2015                                                Annualized Returns 
 

 
Holdings  09-30-2015 
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Investment Objective  Asset Allocation  09-30-2015 

The Growth Oriented Portfolio is ideal for 
investors seeking long-term capital growth, 
but who are uncomfortable moving into an 
equity only portfolio.  The growth oriented 
investor is willing to accept a fair amount of 
short term price volatility in exchange for 
potential higher return over the long term. 

  

 

Stock Analysis  09-30-2015  World Regions  09-30-2015 
 

 

    

 

Performance 09-30-2015                                                Annualized Returns 
 

 

Holdings  09-30-2015 
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Investment Objective  Asset Allocation 09-30-2015 

The Aggressive Growth Portfolio is ideal for 
investors seeking long-term capital growth, 
but who are uncomfortable moving into an 
equity only portfolio.  The aggressive 
growth investor is willing to accept a fair 
amount of short term price volatility 
exchange for potential long term higher 
returns.  

  

 

Stock Analysis 09-30-2015  World Regions 09-30-2015 
 

 

  

 

Performance 09-30-2015                                                Annualized Returns 
 

 

Holdings 09-30-2015 
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