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Experience. Active Management.

The Fund was down -1.53% in January. This compares to -0.41% for the TSX, -4.53% for the S&P500, and 
-8.50% for the Nasdaq respectively. 

Although January was a painful month for US markets, non US indices (including Canada) held up relatively 
well, led notably by a rise in Energy…XEG was +18% for the month. Most other commodities also held in 
better, with low inventory levels and robust demand keeping the complex firm. As we wrote in our December 
commentary, we believe we may be at the cusp of a significant market regime shift. This month’s price action 
only reinforced those views, as the confluence of fundamental, technical, and fund flow dynamics are resulting 
in some staggering divergences. 
We are open minded to the idea of an emerging super cycle for commodities, and instead of China as the main 
force, this cycle may be driven by the clean energy transition and continued under-investment in global supply. 
Current tight inventory levels and massive backwardation in commodities could be a sign of this dynamic starting 
to play out.

Estimate of Q1/22 Commodity Imbalances - source Goldman Sachs

An acceleration of commodity prices however would fuel the risk of higher persistent inflation, which would further 
box the Fed in. Ultimately, we believe this is the most significant market risk…ie if prices rise too fast, this could 
create a negative recessionary loop that would be bad for all risk assets. This however is not our base case, and 
we believe there is value in staying invested, although we are being much more selective on exposures. 
Positioning wise, we are generally long inflation type assets such as commodities and real estate, and short long 
duration assets and companies that will be hurt by persistent inflation. 

Two new positions we added are Primaris REIT and Knight Therapeutics.

Primaris (PMZ-U) owns secondary malls in Canada and was recently spun out of H&R Reit. We believe this is 
a classic spin out opportunity as legacy HR-U holders sell the stub to very attractive fundamental levels. With a 
40% discount to NAV, industry leading balance sheet, and 6% yield, we believe there is compelling risk/reward 
and look for units to re-rate higher as the stub co selling subsides, analysts initiate coverage, and the economy 
re-normalizes post covid. 
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Knight Therapeutics (GUD) is a specialty pharma company focused in LATAM/Canada. The company was originally 
created by Jonathan Goodman after he sold his prior specialty pharma business, Paladin Labs to Endo in 2013. 
That rewarded a 100x return for shareholders who held the stock from start to end, and we always respected 
management’s capital allocation and execution prowess. Despite this, GUD’s story was never compelling enough 
until now to get us interested. Currently, we believe the market is under appreciating the new LATAM strategy, and 
valuation at 6.5x EV/EBITDA and 10% FCF yield provides a much more attractive risk/reward profile. With a war 
chest of cash, the company is looking to be more aggressive on its M&A strategy and we are also encouraged by 
an active NCIB and material insider buying over the past few months. 

Most asset classes performed poorly in January as can be seen in the market snapshot above.  The lone asset 
class that saw very strong performance was Commodities which were strong across the board, with precious 
metals being the only detractor. This strong performance within commodities also explains the relatively better 
performance of Canadian stocks versus US stocks.

From a factor perspective, only Anti-Beta and Value performed well – the former tends to perform strongly during 
times of market stress while the latter is long more cyclical names relative to growth stocks (which also explains 
the outperformance of equity sectors).

Government bonds – which are typically viewed as a hedge during times of equity market stress - performed 
poorly across the board as rate increases began being priced in the markets.  We would expect that given the 
carnage in equity markets and peak inflation in rate of change terms that government bonds will bottom out 
around these levels.

Finally, within currencies we saw a rotation into the safe haven US Dollar, which again is fairly typical during these 
types of markets. 
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Thank you again for your continued interest in the fund. For further information, please contact your regional 
Arrow Capital Management representative.

Sincerely,

Ahson Mirza, CFA   Chung Kim
Portfolio Manager    Portfolio Manager   
Arrow Capital Management Inc.  Arrow Capital Management Inc.  

ARROW PERFORMANCE FUND                            JANUARY 2022 

Commissions, trailing commissions, management, performance and other fees may be associated with this investment. Investors should read the offer-
ing memorandum before investing. Unless otherwise stipulated returns are for Series A units in Canadian funds. Except as otherwise noted returns are 
historical compounded total returns including changes in the unit value and reinvestment of all dividends or distributions and do not take into account 
the sales, redemption, distributions or optional charges or income tax payable by the investor that may affect the compound growth rate and are not 
intended to reflect the future value of the fund. Past performance may not be repeated. Offering of units in the Arrow Performance Fund are made pur-
suant to the Confidential Offering Memorandum (OM) only to those investors who meet certain eligibility or minimum purchase requirements. Important 
information, including the fund’s fundamental investment objective is contained in the OM which may be obtained from Arrow Capital Management Inc.


