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Announcements:

  New Cost Base Disclosure: As of December 31, 2015, you will see on your NBCN statements a 
“book value” column for each of your investment holdings in each of your investment accounts. 
The book value = your deposits – withdrawals + distributions paid.  Note that your book value 
does not represent your net invested value because of how the distributions (interest and dividends) 
are included in this calculation. The book value is primarily used to determine the “cost base” 
of your investments for tax purposes. This means that your book value calculation is mostly 
irrelevant when it comes to your investments in an RRSP, TFSA, LIRA, LIF, RRIF or any other 
registered investment because the tax you pay related to these types of accounts is not specific to 
the individual investment. On your statement, with the vast majority of all of our client account 
situations, the book value will be the correct value for tax purposes. However, there are a handful 
of small exceptions that you should be aware of. Specifically, when looking through your NBCN 
statement you may see specific footnotes related to the book value of specific securities within your 
portfolio. If this security is part of your non-registered investment portfolio and you would like to 
see this figure changed to a more appropriate or more accurate figure, please be in touch with my 
office. The book value information contained in the reports I am sending to you, will be similar so 
please refer to the footnotes in your NBCN statements.

 Modification To The NPMC Statements We Send To You: I’ve added a new “book value” column 
to the statement I send to you each quarter. Next to this column you will see another column 
described as your “net invested value”. The “book value” figure is your net invested value (ie: 
deposits minus withdrawals) plus any dividends that you have received over time. The difference 
between the book value and net invested value will be most pronounced with your NFC Tactical 
Asset Allocation Pool holding because in most client situations the dividends you receive from the 
pool is reinvested back into the pool. This happens on a quarterly basis. When this happens the 
unit value of the pool is adjusted downwards by the amount of dividend paid, while the number of 
units of the pool you own will increase. With this being said, the dollar and percent gain and loss 
calculations are also based on the net invested value. If you have any questions about this, please let 
me know.

 The NFC Tactical Pool Yield Percent: I also want to bring your attention to the current yield 
column on the NPMC statement. The report is showing the current yield to be 13% to 14%, 
which is not correct. Due to the size of the distribution paid on December 31, 2015, the software 
program seems to be multiplying this figure by 4 (ie: the 4 quarters in a year) so as to project the 
total annual distribution of the pool. To be more precise, the interest and dividend yield paid on 
March 31, 2016 was approximately 0.75%, representing an annual projected yield of 3%.  
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Any additional yield received on top of this will be realized capital gains, paid out at the end of 
calendar year. For projection purposes, we expect the total annual yield to be in the 3% to 5% 
range each year (note: this is a projection and not a guarantee).

 Secure Quarterly Statements: We are now sending to you your quarterly statements in a more 
secure manner. You will be receiving an email message from Doug Nelson Portfolio Manager, 
Nelson Portfolio Management Corp. Inside the body of the e-mail will be a link that you can 
select to download your March 31, 2016 portfolio statement. Please note that this link will last for 
only for 14 days. If the 14 day period expires, you can contact Ian Wood at our office at 204-956-
0519 or by e-mail at iwood@nelsonfinancial.ca and he will send a new statement to you at your 
convenience.

 Discrepancies between the Nelson portfolio reports and the NBCN monthly statements: 
We see that in some cases there are some small discrepancies between the total portfolio value 
seen on the Nelson statements and the NBCN monthly statements. In most situations these 
discrepancies are caused by the timing of when the NBCN statements are produced and when the 
data concerning the quarterly distribution for the NFC Tactical Asset Allocation Pool is provided 
to NBCN. This is a timing issue and not an error. Should you have any questions or concerns, or if 
you identify other discrepancies, please let us know immediately.

 Paper vs. Secure E-Mail Link: It is NPMC’s preference to provide to you this quarterly portfolio 
package by e-mail. However, if you would like to receive this package in paper format, please let us 
know and we will accommodate your preference accordingly.
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Important Disclosures:

•	 Past Returns Do Not Guarantee Future Returns: At the bottom of your personal portfolio 
reports you will see important disclosure information. In addition to this disclosure you should also 
know i) past performance does not predict or guarantee future performance, ii) your investments 
are managed by Nelson Portfolio Management Corp. as an actively managed portfolio, iii) 
your portfolio will fluctuate over time and iv) your portfolio and your portfolio returns are not 
guaranteed in any way.

•	 Forward looking statements: Certain of the statements made may contain forward-looking 
statements, which involve known and unknown risk, uncertainties and other factors which may 
cause the actual results, performance or achievements of the Company, or industry results, to be 
materially different from any future results, performance or achievements expressed or implied by 
such forward-looking statements.

•	 Has Your Situation Changed Since We Last Met? It is necessary for you to keep us up to date of 
any significant changes in your personal circumstances such as important changes in your income, 
career, marital status, change in residence address, change in e-mail address, retirement, receipt of 
inheritance or otherwise change in your net worth. These changes may impact the risk profile of 
your personal circumstances, which may in turn impact the risk profile of your portfolio.  
If anything comes to mind, please contact us immediately.

•	 NFC Tactical Asset Allocation Pool Disclosure: Nelson Portfolio Management Corp. (NPMC) 
is a related or connected issuer of the NFC Tactical Asset Allocation Pool. This means that the pool 
was established by NPMC for the benefit of NPMC clients. NPMC is paid a management fee 
for the day to day portfolio management responsibilities of the pool. The pool is not distributed 
through other advisors or institutions. This means that if you were to transfer your account away 
from NPMC, your shares of the NFC Tactical Asset Allocation Pool would need to be sold at that 
time. If the pool is held within a non-registered portfolio, some capital gains taxes may apply. To 
ensure other clients are not negatively impacted by this change, NPMC reserves the right, as per the 
terms of the portfolio management agreement, to transition your exit from the NFC Tactical Asset 
Allocation Pool over a maximum period of 90 days. Due to the diversity and liquidity of the  
NFC Tactical Asset Allocation Pool, we do not expect any transition out of the pool to take  
longer than a few days.

•	 Other Questions or Concerns: Should you have any other questions or concerns, please 
communicate them to Doug Nelson, President, Portfolio Manager of Nelson Portfolio Management 
Corp. Contact information is provided at the beginning of this report.

Disclosures
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Market Commentary: 
The following commentary represents the opinions and analysis of Doug Nelson, President, 
Portfolio Manager, Nelson Portfolio Management Corp. as at April 10, 2016. Market and index 
returns noted below are for the period ending March 31, 2016.

Market Statistics: Source: https://ca.finance.yahoo.com.

The bigger picture view: 

•	 The Toronto Stock Exchange (price index) peaked on September 4th, 2014 and may have possibly 
reached a bottom on January 20th, 2016. The total market decline during this 16 month period 
was -24.18%. Dating back to 1950, the average market correction has been approximately -15%, 
lasting only 5 months (source: www.crestmontresearch.com ). The good news is that this correction 
has been longer and deeper than average, which may suggest that the worst is behind us.

•	 However, whenever we see such a large correction, a new trend may not be established for several 
months, or longer. To determine if a positive trend is taking shape, we study the charts of market 
indices, market sectors and individual securities, looking out for “higher-highs” and “higher-lows”. 
The longer the trend of higher-highs and higher-lows, a new trend becomes more established, 
which in turn may result in additional broad based buying by investors and greater overall market 
momentum.
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For example, looking at the 12 month stock chart of Inter Pipeline (IPL), we see a clear downtrend from April 2015 
through to mid-January 2016. As time passes, every time the stock rallies, it never rallies past the previous high point 
and results in a low point that is lower than the previous low point. The trend is clearly down looking at the red dots 
from numbers 1 through 8. But we can also see, since January 20th, a series of higher lows and higher highs. In this 
phase, when the security rallies, it reaches a level that was higher than the previous rally. We see this in the blue squares 
numbered 1 through 4. When the security declines, it declines but not as low as the previous low point. This is good. 
These are the things we like to see. Further to this, the red and yellow lines represent the short and long term trend lines 
for this security, based on a “daily” mathematical moving average. In its simplest terms, as we see the red line (the 50 
day moving average of the price of the security) approach and begin to cross over the yellow line (the 200 day moving 
average), this is also a positive sign.

Chart 1: Inter Pipeline 1 Year Price Chart With Trend Lines Ending April 8, 2016: Source: gold.globeinvestor.com.
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But, before we get too excited about this, it is important to look at the same investment from a longer term perspective. 
When we look at IPL over the last 5 years, we see on the left hand side a long term upward trend (as shown by the green 
arrow) ended around September 2014 and has been declining until this past January. As shown in the one year chart 
above, there has been a significant rise off of the bottom in January and, as shown on the 5 year chart below, the recent 
rally has now reached the bottom of the previous long term trend lines (see the green circle). The red and yellow trend 
lines on this chart are now the 50 “week” and 200 “week” moving average calculations. From this perspective, IPL has 
now reached back up to the bottom of the previous trend line. Based on this chart, a new trend is not yet established. 
To clearly see a new trend, such as what we see on this chart on the left hand side, we need to see the “red line” begin to 
turn higher and we need to see the “blue line” move above both the red and yellow lines. You can see by the chart that we 
are not quite there just yet. It would also be quite normal to see the price of the security move lower first before it moved 
higher again.

Chart 2: Inter Pipeline: 5 Year Price Chart with Trend Lines Ending April 8, 2016. Source: gold.globeinvestor.com.
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The bigger picture view: summary: So what’s the point? What do the charts of Inter Pipeline have to do with anything? 
I’ve used the Inter Pipeline charts as an example to leave you with the following four important points:

•	 In Canada and in other markets around the world, it is our view that we have seen in many cases a very long and 
healthy correction that has been deeper and longer than the averages. This would suggest that we may have seen a 
bottom in this correction and we can expect to see stronger markets in the years ahead. This is good!

•	 At this time we are beginning to see some new, positive trends take place. This is good!

•	 However, markets do not move in straight lines. It would be completely expected to see some continued volatility  
over the next several months, perhaps into September. This is to be expected.

•	 Therefore, the opportunity is to invest new money during these down periods, getting ready for what may be the 
beginning of a new, longer term, upward trending market. We are optimistic that most of the current correction is 
behind us.

By comparison, here is the 5 year chart of the Toronto Stock Exchange. We can see a similar pattern as we see in the  
5 year chart of Inter Pipeline.
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Chart 3: S&P TSX Index: 5 Year Price Chart With Trend Lines Ending April 8, 2016.  
Source: gold.globeinvestor.com.
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The Detailed View: Now’s let’s dive into a little more of the shorter term detail:

•	 The Toronto Stock Exchange (TSX): In the fall of 2015: the Toronto Stock Exchange (price index) produced a 
positive return in October, while both November and December monthly returns were negative. The stock market 
return (price index) for the fall 2015 period was -1.75%. For 2015, the Toronto Stock Exchange (price index) 
declined by 11.48%. The index bottomed on January 20th resulting in a year to date positive return of +3.72%. Over 
the past 12 months the TSX has declined by -9.45%.

•	 When we break this down by sector, we see the following 12 month returns (ending March 31st): the Canadian 
financial services sector (symbol: XFN): -1.56%; the Canadian energy sector (symbol: XEG): -20.94%; the Canadian 
materials sector (symbol: XMA): -10.26%; Real estate (symbol: XRE): -8.02%; North American preferred shares 
(symbol: XPF): -11.42%; US Investment Grade Corporate bonds (symbol: XIG): -2.31%; and Gold (the commodity, 
symbol: GLD) +3.05%.

•	 When looking at the US market over the past 12 months, we see that the S&P 500 index (the 500 largest companies 
in the US) declined by -0.39% and the rest of the world (symbol: EFA) representing Europe / Asia and the Far East 
declined by approximately -10.92%. The emerging economies of Brazil, Russia, India and China (symbol: CBQ) 
also saw a decline of -14.86% over this same period of time. Once again we see that the US market did not decline as 
much as most of the other markets around the world.

•	 The value of the Canadian dollar has declined by approximately 2.34% (vs. the US dollar) over the past  
12 months. 
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Looking at these figures in chart form, we see the following:

Table 1: Historical Returns for Fall 2015 (October 1 to December 31, 2015) vs. Winter 2016 (January 1, 
2016 to March 31, 2016) vs. the last 12 months (April 1, 2015 to March 31, 2016). Market returns source: 
ca.finance.yahoo.com, changes to the price index; NFC Tactical Pool source: Croesus software. The industry 
standard rate of return disclosure of 3, 6, 9 and 12 months is illustrated on your client specific investment 
statement. The time periods selected for the tables in this report were chosen so as to illustrate recent changes  
in the markets and with different types of investments.

Start Date 01-Oct-15 01-Jan-16 01-Apr-15
End Date 31-Dec-15 31-Mar-16 31-Mar-16
Period Fall 2015 Winter 2016 Last 12 Months
Defense:
   US Investment Grade Corporate Bonds (symbol: XIG): -1.40% 3.65% -2.31%
   North American Preferred Shares (symbol: XPF): 3.37% -3.55% -11.42%
   US High Yield Bonds (symbol: XHY): -2.94% 0.65% -11.32%
Growth:
   Toronto Stock Exchange: 1.75% 3.72% -9.45%
   Canadian Financial Services Index (XFN): 0.78% 2.27% -1.56%
   Canadian Energy Index (XEG): -2.01% 6.83% -20.94%
   Canadian Materials Index (XMA): -24.96% -27.24% -30.78%
   Canadian Real Estate Index (XRE): -4.11% 8.71% -8.02%
   S&P 500 Index (US Stocks): 6.24% 0.77% -0.39%
   US Health Care Index (ZUH): 7.46% -7.09% 8.14%
   US Banking Index (ZUB): 4.87% -15.26% -15.10%
   Europe Asia (EFA): 2.12% -2.66% -10.92%
   Emerging Markets (CBQ): 5.89% 2.04% -14.86%

   Gold (in US dollars): -4.94% 15.95% 3.50%
   Canadian Dollar vs. the US Dollar: -4.00% 6.89% -2.34%

NFC Tactical Asset Allocation Pool (blended fees, cash basis): 1.55% 0.15% -2.57%
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What types of investments are we considering today? Over the past several months we have been taking the  
following actions:

•	 Yield is very important to us. Our intent is to find investments that pay a yield (interest or dividends) that is 3% or 
greater. As a result of this market correction, many investments have dropped to a level where the yield that they  
pay is now exceeding this amount by a healthy margin.

•	 More specifically, we have been purchasing some corporate bonds and adding these investments to both the pool  
and individual client accounts (where applicable). Examples of this include:

•	 Bank of Nova Scotia: we have added two Scotiabank bonds across our portfolios, both with yields of maturity in 
the 3.25% range over the next 6 years. This means that the average return is 3.25% per year for each of the next  
6 years. This is very favorable compared with current GIC rates of 1% to 2%. 

•	 Parkland Fuel Corp bond: this bond has a yield to maturity of 5.5% per year for the next 5 years.

•	 Russell Metals: we weren’t able to buy as much of this bond as we wanted to. The window of opportunity 
sometimes open and closes quite quickly as markets fluctuate. This is a bond that matures in 2022 with a yield  
to maturity of close to 6%.

•	 Precision Drilling: this is a 3 year bond that matures in 2019 with a yield to maturity exceeding 6% per year.

•	 Other exchange traded fund products, such as the Ishares High Yield Bond ETF (symbol: XHY) and the BMO 
High Yield Bond ETF (symbol: ZHY), have also seen significant gains over the past few months. The 12 month 
return is -11.32% while the return since February 11th is +7.7%. The current yield on this basket of bonds 
is +6.8%. As a result, we have topped up all of these holdings in the pool and in some client accounts, where 
applicable.

•	 In addition to bonds like these, we have been adding to our positions in the real estate investment trusts area. Using 
the broader index as an example (symbol: XRE), the real estate trust index is down by 8% over the past year and is 
currently paying a yield of 5.3%. We have seen a consistent stream of “higher-highs” and “higher-lows” in this index 
since January 20th. You can see in Table 1 above that the 3 month return is +8.71%, and is one of the top performing 
sectors year to date.

•	 In the pool, we also have added positions in energy, oil and gold. While these don’t pay a yield, we do believe that in 
the coming months and year that we may continue to see the US dollar fall in value, which in turn would result in a 
higher Canadian dollar as well as higher energy and commodity prices. We have taken some entry level positions in 
these areas and will continue to add to them over time as the new trends continue to build.
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•	 Another new investment, widely held across most client accounts, is the Ishares Global Minimum 
Volatility Equity ETF (Symbol: XMW). This is a basket of global stocks that typically has less 
volatility and risk than the index overall. It is interesting to see how this specific investment has 
done very well relative to the overall market. For example, the one year return is +3.3% vs. the TSX 
at -9.45%. Dating back to September 2014, this specific investment has grown by +27% while the 
Toronto Stock Exchange has declined by 14%.

To summarize, we’ve been buying many new investments as well as topping up current ones. We’ve 
been very busy these past few months, taking advantage of these market fluctuations. I am very pleased 
with where the pool and our client portfolios are today. I believe that with these new investments in 
place that we are well positioned for the coming months and years. We have plans in place today to 
allocate close to $6 million of available cash within the pool. Much of this amount is based on current 
standing orders to buy new positions should those positions either drop in value down to a price we 
like, or to reach a higher level and establish a new trend that we feel has further upside.

If you have any further questions, about changes in your portfolio or changes in the NFC Tactical 
Asset Allocation Pool, please let me know.
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NFC Tactical Asset Allocation Pool:

NFC Tactical Asset Allocation Pool: Returns:

•	 The pool has performed well over the past 12 months, relative to the market returns.

•	 The 12 month return for the pool was -2.57%. This is in a market environment where the Toronto Stock 
Exchange declined by -9.45%.

•	 In general, we strive to achieve 70% or more of the upside move in the market while protecting against  
70% or more of a downside move in the market. Note: this is not a guarantee but is a general benchmark  
that we reflect on over time.

•	 With this being said a -2.57% return means that we protected against 73% of the decline over the past year. 
This is good, we’ve achieved our general goal.

•	 If we measure from September 2014 through to January 2016, the total return on the pool was -1% after fees 
vs. the TSX at -24%. This is good, we far exceeded our goal. If we protected against 70% of the 24% decline, 
the return on the pool would have been -7.2%. Instead the return for the pool for this period of time was -1%.

•	 The two year return for the pool, from April 1, 2014 to March 31, 2016 was +4% per year after fees.  
The TSX by comparison was -3% per year.

•	 What does this tell me? This tells me that the approach we are using to i) generate yield, ii) to buy new 
securities, iii) to sell or trim current positions and iv) to determine how much to invest into different areas  
at different times is working consistently well.

Table 2: NFC Tactical Pool returns vs. other major market indices:

Start Date 01-Oct-15 01-Jan-16 01-Apr-15
End Date 31-Dec-15 31-Mar-16 31-Mar-16
Period Fall 2015 Winter 2016 Last 12 Months
Toronto Stock Exchange: -1.75% 3.72% -9.45%
S&P 500 Index (US Stocks): 6.24% 0.77% -0.39%
Europe Asia (EFA): 2.12% -2.66% -10.92%

NFC Tactical Asset Allocation Pool (blended fees, cash basis): 1.55% 0.15% -2.57%



•	 Disclosure: Your returns will be similar to but not identical to the pool returns. For some clients their  
overall asset mix may be more conservative than the asset mix of the pool, or it may be more aggressive.  
The pool returns are net of fees based on total fees and expenses drawn from the pool. The fees you pay  
may be different that the average fee amount considered in the calculation of these returns.

•	 Source: NFC Tactical Asset Allocation Pool information is drawn from the Croesus software program, 
provided to NPMC through NBCN.

NFC Tactical Asset Allocation Pool: Asset Mix:

Table 3: NFC Tactical Asset Allocation Pool: Asset Mix for the period ending as displayed: Source:  
Croesus software.

Dec-14 Mar-15 Jun-15 Sep-15 Dec-15 Mar-16

Defense 44.00% 48.00% 52.00% 55.00% 50.00% 53.00%
Growth 56.00% 52.00% 48.00% 45.00% 50.00% 47.00%

Canada 72.00% 74.00% 76.00% 81.00% 84.00% 82.00%
US 23.00% 20.00% 18.00% 13.00% 10.00% 12.00%
Global 5.00% 6.00% 6.00% 6.00% 6.00% 6.00%

•	 Some of the increase in the defensive component has been new money added to the pool. We continue  
to add to current and new positions on a regular basis at these lower levels in the market.

•	 Of the 53% defensive, 19% of this is in cash. This is good as it gives us plenty of opportunity to invest  
this cash at lower market prices.
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Market Outlook

Market Outlook:

So what may happen in the near future?

•	 In my last few reports to you (dated December 31, 2014, March 30th, 2015 and June 24th, 2015), 
I stated that I felt that we could see further market declines. We have definitely seen some healthy 
declines take place over the past 3, 9 and 12 months. Today, this represents an opportunity to top 
up current holdings and to add new holdings at much lower prices. This is good!

•	 Since last fall we have continued to top up current holdings, and add new holdings, to take 
advantage of these declines. This sets us up well for the months and years ahead.

•	 With the additional of new clients and investment assets, the pool value has continued to grow, and 
at this time has approximately 18% in cash. I am very pleased to have this opportunity to invest this 
cash at lower market prices. We continue to aggressively seek out new investment opportunities for 
this available cash.

As I’ve stated in previous reports:

•	 I am also pleased to see that we have protected your capital very well during this downturn and so 
our attention now turns to investing this cash and benefiting from potential upside growth over the 
coming year.

•	 It is always difficult to get this timing just right. To manage this timing risk we will be doing two 
things: i) we will always build new positions gradually over time and ii) we will always place limits 
on our exposure to any one specific investment idea, security, sector or theme. This approach has 
always served us well.

•	 I have tremendous confidence in our investment approach and so we continue to invest in a 
disciplined manner, consistently over time, with a strong focus on risk management.

•	 If you have any questions or concerns about your personal portfolio, please let me know.  
I would be happy to meet with you at any time.

All the best!

Doug
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