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QUARTERLY COMMENTARY – Q3 2021 
 

This quarter we wanted to take a look at two issues that have been affecting markets and weighed 
heavily on investors’ minds over the past few months, volatility in emerging markets, particularly 
China, and disruptions in global supply chains.  
 
On the surface these two issues may not seem to be directly linked but what they both represent are 
examples where opportunities can be found in crises. Firstly, let’s take a look at Emerging Markets, 
focusing more specifically on what's happening in China with regards to regulatory changes. 
 
It’s worth noting that our colleague Ben Zhan has written several pieces recently on China covering 
both the Evergrande situation as well as the his current outlook for China along with insight on how 
investors should view and approach investing in China. Both are very detailed, and we encourage to 
take a look at those as well. 
 
It's obvious that if you're trying to avoid exposure to political and regulatory risk, you may be better 
off holding a portfolio of cash, especially as you go into emerging markets where political 
environments do tend to be less stable and regulatory changes more frequent as these countries 
continue to develop. 
 
Whether it’s in our emerging markets or developed market holdings we’ve always remained 
consistent with our philosophy and process. We’re bottom-up stockpickers trying to find companies 
that we believe have strong competitive advantages, can protect high returns on capital, have 
businesses that can be easily understood and are helmed by management teams with long term 
track records of success. Parallel to that philosophy is how we view valuation. Simply put, we want 
to buy these great companies at a good price. That's our focus and it’s how we’ve managed money 
for more than twenty years.  
 
The best opportunity to sell businesses are in moments of euphoria when people think there's no 
risk. Conversely, the best opportunities to buy businesses (or add to incumbents) are moments of 
panic and when investors think that everything is going to zero. Situations where markets see sharp 
and often swift dislocations, like the kind we’ve seen recently, can be a source of opportunity 
especially as it relates to the value of a business that you’ve done the due diligence work on and 
believe to be high quality. 
 
By virtue of the opportunities the market has presented us, many of our emerging markets holdings 
are concentrated in China and Latin America. This is interesting because this is where a lot of the 
turmoil is today. We invest in these regions not because we’re contrarian for the sake of being a 
contrarian. It's because we believe there are phenomenal businesses available which exhibit the 
characteristics that we look for that have been unfairly penalized simply by virtue of being in a 
particular country or sector. 
 

https://dynamic.ca/content/dam/docs/marketing/commentaries/core-equity/fund-specific/Fund-Commentary_DAPEF_22-09-2021_ADV_EN.pdf
https://dynamic.ca/content/dam/docs/marketing/commentaries/core-equity/fund-specific/Quarterly-Commentary-DAPEF-Q3_2021_ADV_EN.pdf
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Moments of panic are often easy to see and they usually, though not always, offer a moment to 
capitalize on opportunities. Deciding whether that panic is justified or simply over pessimism in the 
market requires maintaining a tempered temperament, examining the data, and assessing the risks 
before you start selling off things or jumping in with both feet. 
 
We’ve seen a few instances of this recently in China where the regulatory agencies announced a 
fair competition directive across a number of sectors which saw immediate share prices declines. By 
way of example, we own Tencent Music and Alibaba which were down double digits at the time of 
the announcement. On the day, if you read the headlines, investors were scared with words like 
‘antitrust’ and ‘crackdown’ being used a lot. However, if you dug deeper and read the detail in the 
actual directive, you would see something completely different and in fact, not that material to these 
businesses, which are very dominant in their industries. Taking it one step further, all of the 
regulations announced, although painful to the share price in the moment, are things that make 
sense and are likely good for the operating of a free market and the businesses in the long term. 
These regulations included things like fair and voluntary trading, no manipulation of search 
algorithms, no false transactions or fake reviews among other steps to curb misleading consumers. 
These are positive for consumers and ultimately the businesses themselves. 
 
When we read this and saw the stock prices were down ten or even twenty percent in some cases it 
was our view that this magnitude of reaction didn’t make sense. So, we took (and continue to take) a 
very pragmatic approach to holding these companies. And in fact, some of these businesses which 
are down the most are where we see the greatest opportunity. These were great businesses with 
dominant franchises before these announcements and we maintain that view still and believe they 
will deliver superior long term returns for patient investors who can see past the next week, month or 
quarter. 
 
Additional regulation isn’t a new concept. What we've seen through history is that governments 
regulate industries and some businesses navigate and adapt and some businesses get hurt and fall 
to the wayside. The important point here is to be patient, avoid panic selling and try to understand 
the long-term implications of the changing environment. 
 
Another issue that has affected markets along with holding in our portfolios is the strains we’ve seen 
throughout the world’s global supply chains. It's a very relevant topic and one which is coursing 
through commerce around the world right now. The global supply chain essentially is a mess. The 
situation won’t last forever though, and to us presents another opportunity in a crisis moment. 
 
We’re fortunate that we hold two of the world's leading logistics supply chain management and 
freight forwarding companies in the world in our portfolios. Danish company, DSV Panalpina, and 
Swiss company Kuehne & Nagel. We’ve held both of these businesses for quite some time and their 
inclusion in our portfolios was not a reaction to either the COVID situation, nor the current issues 
with supply chains. 
 
It's not a stretch to say that there's no other company on the planet that has the read and the insight 
into what's going on in the global supply chain, as well as these two companies do. They are two of 
the largest in the world and both are great businesses we have bought with the intention of holding 
for the long term.  
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We recently met with both companies for one-on-one meetings as well as seeing them both present 
at an industry conference. Speaking with the respective management teams, from their point of 
view, the global supply chains are, to use the overworked term, unprecedented right now in terms of 
the level of disruption. Around the world we see that disruption manifest itself to varying degrees 
depending on the country or region which appear are going to continue well into 2022. 
 
For these two companies though that's actually good news because they're more important and are 
adding more value to their customers than they ever have before. The scale, precision and global 
presence required to operate in this space is incredibly difficult to replicate at the best of times, let 
along during a moment of disruption. And that’s why we believe both businesses can thrive in this 
moment of crisis. 
 
Challenges do remain though for businesses whose operations are global in nature and require 
obtaining supplies and moving their products to where they need to go. For example, many would 
be familiar with the paint and coatings company Sherwin-Williams, a company we have owned for 
many years, who issued their second profit warning in as many weeks recently, one in early 
September and again in late September. 
 
Their difficulties are not due to a lack of demand for their products nor their ability to execute on their 
business plan. Sherwin-Williams is a leader in their industry and a world class company. The reality 
is that they can only do what they can do with the raw materials available to them in order to 
produce their coatings and paints. And that's where we run into problems. Due to supply chains 
issues Sherwin-Williams’ business is perhaps not going to be as strong as they otherwise could be, 
but it remains a very high-quality business that is managing through this situation that beyond their 
control. 
 
The key takeaway here is that as investors there are many things that we can’t control. We can’t 
control government regulation, central bank policy, global supply chains or a litany of other knowns 
and unknowns. What we can control though is the adherence to our investment process and 
discipline that’s been built over two decades and seeks to buy world-class businesses with dominant 
franchises that can deliver results for our unitholders over the long term. 

 
 

 

Performance & Positioning Update (all performance based on Series F) 
 

As of September 30, 2021 3-mo 1-yr 3-yr 5-yr 10-yr 
Since 
Incep. 

Incep. date 

Dynamic Global Equity Fund -2.9 17.3 14.1 13.3 - 12.5 Nov-13 

MSCI All Country World Index (C$) 1.3 21.4 12.4 13.0 - - - 

Value added after fees -4.2 -4.1 1.8 0.3 - - - 

Dynamic Global Balanced Fund -2.2 12.2 10.7 9.8 - 9.3 Nov-13 

60% MSCI All Country World Index (C$) / 
40% Barclays Global Aggregate Bond Index 
(C$ Hedged) 0.9 12.2 9.3 8.8 - 

- - 

Value added after fees -3.1 0.0 1.4 1.0 - - - 
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Dynamic Blue Chip Equity Fund -2.6 15.3 14.5 14.4 13.6 9.3 Nov-87 

MSCI World Index (C$) 2.4 22.7 13.0 13.5 15.5 - - 

Value added after fees -5.0 -7.4 1.6 0.9 -1.9 - - 

Dynamic Blue Chip Balanced Fund -1.8 8.5 11.0 10.0 9.5 8.2 Mar-97 

50% MSCI World (C$) / 50% FTSE TMX 
Canada Universe Bond Index 1.0 9.1 8.8 7.9 9.4 

- - 

Value added after fees -2.8 -0.6 2.2 2.1 0.1 - - 

Dynamic International Equity Fund -4.2 15.6 13.6 11.0 11.8 6.7 Apr-93 

MSCI All Country World Index ex-US (C$) -0.6 18.0 7.8 8.7 10.1   

Value added after fees -3.6 -2.5 5.8 2.3 1.7  - 

Dynamic Emerging Markets Equity Fund1  - - - - - - Mar-21 

MSCI All Country World Index ex-US (C$) - - - - - -  

Value added after fees - - - - - - - 
1Investment fund regulations restrict the presentation of performance figures until a fund reaches its one-year anniversary. 

 
Series A units of the fund are available for purchase to all investors, while Series F units are only available to investors in an eligible fee-
based or wrap program with their dealer. Any difference in performance between these series is due primarily to differences in management 
fees and operating fees. Investors may also pay a Fee-Based Account Fee which is negotiated with their financial advisor and paid to directly 
to their registered dealer. 

 
 
Dynamic Global Equity Fund 
 

• The Fund declined -2.9% in the third quarter, underperforming the benchmark return of 1.3%. 
The Consumer Discretionary and Materials sectors accounted for the majority of decline of 
absolute returns during the quarter with Industrials, Information Technology and Financials 
being the largest contributors. 

• Individual positions which contributed to performance included Techtronic Industries, Schneider 
Electric, DSV Panalpina (Industrials), Booking Holdings (Consumer Discretionary), Microsoft, 
CDW Corp (Information Technology), Alphabet (Communication Services), Gjensidige 
Forsikring and Admiral Group (Financials). Positions which detracted during the quarter 
included Alibaba Group, Dometic Group, adidas, Nokian Renkaat (Consumer Discretionary), 
NEXON, NetEase (Communication Services), Koninklijke Philips (Health Care), Grupo Mexico, 
Rio Tinto (Materials) and Samsung Electronics (Information Technology). 

• There were no major changes to sector or geographic composition during the quarter. The Fund 
remains well diversified with allocations to nine sectors. The largest sector weights continue to 
be Consumer Discretionary (23%), Industrials (20%), Financials (14%) and Information 
Technology (13%). The Fund remains well diversified with respect to its geographical allocation 
with the largest allocations to the U.S. (26%), U.K. (9%), Sweden, (7%), Hong Kong (6%) and 
France (6%). 

 
 
Dynamic Global Balanced Fund 

 

• The Fund declined on both an absolute and relative basis over the quarter with a three month 
return of -2.2% compared with +0.9% for the blended benchmark. The majority of the Fund’s 
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equity sectors delivered positive absolute performance for the quarter with Industrials and 
Financials providing the largest contribution. The Fund’s exposure to the Consumer 
Discretionary and Communication sectors, however, were a large drag on returns. 

• Individual equity positions which contributed to performance included Techtronic Industries, 
Schneider Electric, DSV Panalpina (Industrials), Booking Holdings (Consumer Discretionary), 
Microsoft, CDW Corp (Information Technology), Alphabet (Communication Services), 
Odontoprev (Healthcare), Diageo (Consumer Staples) and Admiral Group (Financials). 
Positions which detracted during the quarter included Alibaba Group, Dometic Group, adidas, 
(Consumer Discretionary), NEXON, NetEase (Communication Services), Koninklijke Philips 
(Health Care), Grupo Mexico, Rio Tinto (Materials) and Samsung Electronics (Information 
Technology). 

• There were no major changes to the Fund’s asset allocation or equity sector composition during 
the quarter. The Fund remains well diversified with allocations to nine equity sectors. The largest 
equity sector weights continue to be Consumer Discretionary (19%), Industrials (16%), 
Financials (14%) and Information Technology (10%). The Fund remains well diversified with 
respect to its geographical allocation with the largest allocations to the U.S. (22%), U.K. (10%), 
Netherlands (6%), Singapore (6%) ands Sweden, (5%). 

 
 

Dynamic Blue Chip Equity Fund 
 

• The Fund declined -2.6% during the quarter underperforming the benchmark return of +2.6%. 
The majority of the Fund’s sectors delivered positive returns for the quarter, however, declines 
in the Consumer Discretionary and Communications Services sectors weighed on the Fund’s 
overall performance. The main positive contributor to returns came from the Industrials sector 
with a number of businesses from the sector featuring in the top contributors. 

• Individual positions which contributed to performance included Techtronic Industries, Schneider 
Electric, DSV Panalpina (Industrials), Booking Holdings (Consumer Discretionary), Nomura 
Research Institute, Microsoft, CDW Corp (Information Technology), Alphabet (Communication 
Services) and DBS Group (Financials). Positions which detracted during the quarter included 
Alibaba Group, adidas, Dometic Group, LVMH Moet Hennessey, Ross Stores (Consumer 
Discretionary), NEXON, NetEase (Communication Services), Koninklijke Philips (Healthcare), 
Samsung Electronics (Information Technology) and Rio Tinto (Materials). 

• There were no major changes to the sector mix during the quarter. The largest sector allocations 
continue to be Consumer Discretionary (22%), Industrials (19%), Information Technology 
(14%), and Financials (14%). The Fund’s geographical allocation also remained similar to the 
previous quarter with the largest country allocations being the U.S. (26%), U.K. (9%), France 
(8%), Sweden (7%) and Hong Kong (6%). 

 
Dynamic Blue Chip Balanced Fund 
 

• The Fund returned -1.8% during the quarter which underperformed the benchmark return of 
+1.0%. Detracting from both absolute and relative returns during the quarter were businesses 
held in the Consumer Discretionary, Communication Services and Materials sectors. The main 
positive contributors to relative returns came from the Industrials sector and the Fund’s fixed 
income allocation.  
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• Individual equity positions which contributed to performance included Techtronic Industries, 
Schneider Electric, DSV Panalpina (Industrials), Sony Group, Booking Holdings (Consumer 
Discretionary), Nomura Research Institute, Microsoft, CDW Corp (Information Technology), 
Alphabet (Communication Services), and DBS Group (Financials). Equity positions which 
detracted during the quarter included Alibaba Group, adidas, Dometic Group, LVMH Moet 
Hennessey (Consumer Discretionary), NEXON, NetEase (Communication Services), 
Koninklijke Philips (Healthcare), Samsung Electronics (Information Technology), Progressive 
(Financials) and Ambev (Consumer Staples). 

• The Fund’s allocation at the end of the quarter was 67%, fixed income at 32% and 1% cash. 
There were no significant changes to the Fund’s equity sector mix during the quarter. The 
largest equity sector allocations continue to be Consumer Discretionary (16%), Industrials 
(12%), Information Technology (11%) and Financials (11%). The Fund’s equity geographical 
allocation also remained similar to the previous quarter with the largest country allocations being 
the U.S. (19%), U.K. (6%), Japan (6%), France (5%) and Switzerland (5%). 

 
 

Dynamic International Equity Fund 

 
• The Fund declined -4.2% during the quarter which also underperformed the benchmark return 

of -0.6%. Sectors which declined during the quarter included Consumer Discretionary, 
Communication Services and Materials. Businesses held in the Industrials, Financials and 
Healthcare sectors contributed. 

• Individual positions which contributed to performance included Techtronic Industries, Schneider 
Electric, DSV Panalpina (Industrials), Sony Group (Consumer Discretionary), Odontoprev, 
Santen Pharmaceuticals (Healthcare), Admiral Group and DBS Group (Financials). Positions 
which detracted during the quarter included Alibaba Group, adidas, Dometic Group, LVMH Moet 
Hennessey (Consumer Discretionary), NEXON, NetEase (Communication Services), Samsung 
Electronics (Information Technology), Grupo Mexico and Rio Tinto (Materials). 

• There were no major changes to the Fund’s sector composition during the quarter. The Fund 
remains well diversified with allocations to nine sectors. The largest sector weights include 
Consumer Discretionary (25%), Industrials (17%), Financials (14%) and Consumer Staples 
(12%). The Fund remains well diversified with respect to its geographical allocation with the 
largest allocations to the U.K. (10%), Sweden (8%), France (8%) and France (8%). 
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Dynamic Emerging Markets Equity Fund 

 
• The Dynamic Emerging Markets Equity Fund launched on March 1st and is designed to provide 

investors access to long-term capital appreciation by investing primarily in equity securities of 
companies that are located or doing business in emerging market countries without restriction 
to country, sector or market capitalization  

• At the end of the quarter the Fund remains well diversified and holds equity 39 positions across 
seven sectors. The largest sector weights include Consumer Discretionary (37%), 
Communication Services (17%), Financials (15%) and Consumer Staples (14%). The largest 
geographical allocations at the end oi the quarter were China (37%) and Brazil (17%). 

 
Dana Love, MSc, CFA     Benjamin Zhan, MBA, CFA 
Vice President & Senior Portfolio Manager  Vice President & Portfolio Manager 
 
Kevin Kaminski, MBA, CFA    Danilo Martins, BEng, MBA, CFA 
Portfolio Manager      Portfolio Manager 
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Commissions, trailing commissions, management 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 including changes in unit values and reinvestment of all distributions does not take into 
account sales, redemption or option changes or income taxes payable by any security holder that would have 
reduced returns. Mutual funds are not guaranteed, their values change frequently and past performance may not 
be repeated. Views expressed regarding a particular company, security, industry or market sector are the views 
of the writer and should not be considered an indication of trading intent of any investment funds managed by 
1832 Asset Management L.P. These views should not be considered investment advice nor should they be 
considered a recommendation to buy or sell. These views are subject to change at any time based upon markets 
and other conditions, and we disclaim any responsibility to update such views.  © Copyright 2021 1832 Asset 
Management L.P. All rights reserved.  Dynamic Funds® is a registered trademark of its owner, used under 
license, and a division of 1832 Asset Management L.P. 
 
 
 
 
 


