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Hope everyone enjoyed the holiday season and were able to recharge for 2024! Below is a review of 2023 and some 
thoughts into the new year. As always, please reach out if want to chat - markets, golf, pop culture, etc....
 
The S&P/TSX CAD and S&P500 CAD returned 11.75% and 22.90% respectively in 2023, compared to 2.96% for the 
Fund.
 
Despite the strong market returns, 2023 was not an easy year to navigate for active managers…including ourselves. It 
was a roller coaster of a year. 

2023 - What Happened?

The year kicked off with a massive short cover rally that persisted to mid year, as 2022 losers became winners again. 
In between, we had a regional banking crisis, with a number of banks failing, and the government having to step in 
with another liquidity injection. This pushed more capital into the biggest names, as these once again became the safe 
havens. But what was once called FAANG, are now being monikered the Magnificent 7…ie Alphabet, Amazon, Apple, 
Meta, Microsoft, Nvidia, and Tesla. As ChatGPT and AI became part of the mainstream consciousness, it further fuelled 
the outperformance of Mag7, making up ~80% of total market returns at one point.
 
The market eventually stalled in July, as rates started to climb on fears of massive government bond issuances/higher 
for longer inflation. Hard landing fears came back to the fore and positioning once again became extremely bearish into 
October. This, however, was the dark before the dawn, as a blow off top in rates started a historic rally into year end, as 
the market narrative once again shifted, this time banking on the idea of peak inflation/peak tightening. The FED poured 
gas on this, providing a surprise dovish pivot at their December meeting. We ended the year with 9 straight weeks of 
gains, with the Russell going from a 52 week low to 52 week high in this span…the fastest on record.

 

Source: Piper Sandler

So, how did we navigate this roller coaster? Frankly, not great. As many of you know, we have been cautious for over a 
year on fears of a recession. Our thesis was simple - since WWII, every time CPI got above 5%, a recession followed, 
as the FED needed to tighten aggressively to break inflation. The recession call became consensus as we exited 2022, 
and as economic data stayed resilient, and inflation started to come off, calls for a soft landing became louder. Although 
we were surprised at the resiliency of the economy, we chalked it up to 2 factors: 1) unprecedented levels of stimulus 
that built massive savings, 2) pent up demand post covid. Our view was that as we cycled through these factors, the 
impact of FED tightening would start biting. This kept us extremely defensive for most of 2023, as we believed the worst 



was yet to come.
 
But, now the plot thickens…enter the FED at their December meeting. The prevailing market view was that this would 
be a non event, with no change to rates, and a reiteration of prior rhetoric. But, Chair Powell surprised us with a dovish 
pivot, now indicating that rates would be cut well before we hit their 2% inflation target. The market quickly priced in 
faster/greater rate cuts, and animal spirits have taken over from there. We think there’s a real risk that we’ll look back at 
this meeting as a policy error. To us, the FED may be doing exactly what it said it didn’t want to do in declaring victory 
over inflation prematurely. That aside, with new information comes new action, and this pivot brings a new calculus to 
our investment perspective.

Thoughts into 2024

Although we continue to believe there is material risk of a recession, the FED’s pivot could support markets for the 
foreseeable future, kicking a potential hard landing further down the road. In light of this, we are selectively adding risk 
to the portfolio. Specifically, adding to core fundamental ideas that continue to look undervalued and under-appreciated, 
ideally with a catalyst to unlock value. Thematically, we favour commodities and small cap cyclicals, and we would not 
be surprised to see Tech/growth underperform this year.
 
Here are a few examples of ideas we like:

Secure Energy (SES) - Secure is an energy infrastructure company that has been transitioning to a more recurring, 
stable business model. A key to this transition was the acquisition of Tervita, a mismanaged operation that it purchased 
out of bankruptcy. SES was well into their integration when the competition bureau surprisingly ruled that they were 
required to sell 28 facilities for competitive reasons. This depressed the stock, as the market assumed they would 
garner a low multiple, being a forced seller. In December/23, SES sold these assets for ~7x EBITDA ($1.1B) to Waste 
Connections, exceeding expectations, and accretive to the 5.5x it was trading. This solidifies management’s credibility, 
and sets the company up for a further re-rating, with the potential for a substantial issuer bid in between. SES is now 
one of our largest positions.

Pollard Banknote (PBL) - Pollard Banknote is a leading manufacturer of lottery tickets. The company is a multi 
generational family business, with the family still owning a significant insider stake. With high barriers to entry and high 
free cash flow conversion, we like the characteristics of the business. During covid, inflation squeezed margins and the 
stock was hit as a result. But the worst is now behind, and the company is passing costs through, as contracts come up 
for renewal. With this, we are in the midst of a margin expansion story which we believe has not fully played out.

Cineplex (CGX) - Cineplex is the dominant film entertainment company in Canada. in late 2019, CGX agreed to be 
bought by Cineworld for $34/sh. However, the deal fell through due to covid and Cineworld eventually filed for bankruptcy. 
CGX had to fight through covid lockdowns and an inflated debt load. This depressed the multiple and sentiment on the 
stock. As we come out on the other side of covid, operations are on the path to normalization and asset sales have 
significantly improved the balance sheet. We see potential for a credit upgrade and reinstatement of a dividend and this 
should help re-rate the stock from the current 6x EV/EBITDA multiple. Finally, we still think there’s takeout optionality, as 
other strategic players see the value that we see. Some recent media speculation has alluded to this.

Commodities - this is a theme we’ve liked longer term on the potential of a market regime shift. We however will 
be tactical around positioning levels. Coming into the new year, we believe commodities could outperform, as supply 
disruptions and years of underinvestment result in higher prices. An accommodative FED policy could further buoy this 
group which ultimately may prove to be problematic for the FED and a re-emergence of inflation. We’ve added exposure 
as we exit 2023.

Uranium - we have been bullish on Uranium for a number of years on the potential supply/demand squeeze post the 
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Fukushima disaster. We finally saw this theme inflect in 2023, with uranium prices up 80% for the year. We now believe 
we are in a new bull market for uranium, and we’ve built a basket of names in the sector, the largest of which is the Sprott 
Uranium Trust which tracks the underlying Uranium price.

As we look back on 2023, we’ve gained some perspectives. Over our years in capital markets, our investment style and 
philosophies have evolved. We are fundamental stock pickers at heart. But, given how market structure has progressed, 
we believe that positioning, technicals, and sentiment can be more dominant drivers of price, especially in times of 
heightened economic uncertainty. Explicitly for this reason, we’ve designed the portfolio to be flexible in employing 
fundamental and tactical strategies, as we assess risk and opportunity. In evaluating 2023, we may not have spent 
enough time on the micro, as our resources were outweighed to macro. We’re looking to take a more balanced approach 
in 2024.

Thanks again for your interest in the Fund and here’s to a healthy and happy 2024!

Sincerely,

Chung Kim
Portfolio Manager
Arrow Capital Management Inc.
 

Note: This page is not complete without disclaimers on the last page.
Arrow Capital Management Inc. | arrow-capital.com | info@arrow-capital.com

Exemplar Performance Fund December 2023



Arrow Capital Management Inc. | arrow-capital.com | info@arrow-capital.com

Commissions, trailing commissions, management and performance fees and expenses all may be associated with mutual fund 
investments. Please read the prospectus before investing. The indicated rates of return are the historical annual compound total 
returns net of fees and expenses payable by the fund (except for figures of one year or less, which are simple total returns) including 
changes in security value and reinvestment of all distributions and do not take into account sales, redemption, distribution or optional 
charges or income taxes payable by any securityholder that would have reduced returns. Mutual funds are not guaranteed, their 
values change frequently and past performance may not be repeated. 

The rates of return are used only to illustrate the effects of the compound growth rate and are not intended to reflect future values 
or returns on investment in an investment fund.

This document is provided as a general source of information and should not be considered personal, legal, accounting, tax or 
investment advice, or construed as an endorsement or recommendation of any entity or security discussed. Every effort has been 
made to ensure that the material contained in this document is accurate at the time of publication. Market conditions may change 
which may impact the information contained in this document. All charts and illustrations in this document are for illustrative pur-
poses only. They are not intended to predict or project investment results. Individuals should seek the advice of professionals, as 
appropriate, regarding any particular investment. Investors should consult their professional advisors prior to implementing any 
changes to their investment strategies. 

Certain statements in this document are forward-looking. Forward-looking statements (“FLS”) are statements that are predictive in 
nature, depend upon or refer to future events or conditions, or that include words such as “may,” “will,” “should,” “could,” “expect,” 
“anticipate,” “intend,” “plan,” “believe,” or “estimate,” or other similar expressions. Statements that look forward in time or include 
anything other than historical information are subject to risks and uncertainties, and actual results, actions or events could differ 
materially from those set forth in the FLS. FLS are not guarantees of future performance and are by their nature based on numer-
ous assumptions. Although the FLS contained herein are based upon what Arrow Capital Management and the portfolio manager 
believe to be reasonable assumptions, neither Arrow Capital Management nor the portfolio manager can assure that actual results 
will be consistent with these FLS. The reader is cautioned to consider the FLS carefully and not to place undue reliance on FLS. 
Unless required by applicable law, it is not undertaken, and specifically disclaimed that there is any intention or obligation to update 
or revise FLS, whether as a result of new information, future events or otherwise. 

The comparison presented is intended to illustrate the historical performance of Exemplar Performance Fund (the “Fund”) as com-
pared with the historical performance of a widely quoted market index or a weighted blend of widely quoted market indices or other 
investments. There are various important differences that may exist between the Fund and the stated indices or other investments 
that may affect the performance of each. The objectives and strategies of the Fund result in holdings that do not necessarily reflect 
the constituents of and their weights within the comparable indices. Indexes are unmanaged and their returns do not include any 
sales charges or fees. It is not possible to invest directly in market indices. Certain statements contained in this communication are 
based in whole or in part on information provided by third parties and Arrow Capital Management has taken reasonable steps to 
ensure their accuracy. Market conditions may change which may impact the information contained in this document.

More information about the Fund can be found on our website www.arrow-capital.com. Published January 2024. 
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Historical Performance 1 yr 3 yr 5 yr ITD

Exemplar Performance Fund Ser F 2.96 5.29 9.74 7.45

Returns as of December 31, 2023


