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VIEWS FROM THE 
EQUITY INCOME TEAM 

 
 

Best Quarter on Record 
 
Dynamic Alternative Yield Fund (DAYF) delivered a total return of 10.2% during the 3-months ended June 30. It was the best 
quarter since the inception of the Fund 10-years ago. On a year-to-date basis, the Fund also set a record for the best 6-month 
period, with a 19% total return. The Fund returned 28% since the vaccine announcement in the fall of 2020. We are obviously 
quite pleased with how things have unfolded in the past 9 months but, as we reflect on recent performance and on our outlook, 
there are a few big picture considerations investors should continue to keep in mind. 
 

              Returns as of June 30, 2021 1 mth 3 mth 6 mth 1 yr 3 yr 5 yr SIR* 

Dynamic Alternative Yield Fund (Series F) 4.0% 10.2% 19.0% 26.8% 9.4% 8.4% 8.8% 
          * Inception date of October 1, 2011 
 
While our annual returns have been outside the historical norms over the past 3 years, which include exceptional years in 2019 
and 2021 and a challenging 2020, DAYF has delivered an 8.8% return since inception, which is in-line with the return profile 
we envisioned at the launch of the Fund. We have often written that we are long-term investors and the types of investments 
we make, and our top holdings, have largely stayed the same throughout that period. While we regularly make portfolio 
adjustments based on valuations and tactical asset allocations, both the core portfolio and our strategy have remained 
consistent since the inception of the Fund.  
 
During Q2/21, all the asset classes in which we invest delivered very strong results. Alternative asset managers had a total 
return of 20% (+33% YTD), reflecting a combination of strong fee-related earnings growth, AUM growth and fundraising. 
Options generated a total return of +21% (+44% YTD) and benefitted from tilting to long option positions. REITs were +13% 
(+23% YTD) driven by an improving outlook for hard-hit real estate asset classes, while closed-end funds saw a continued 
narrowing of discounts, which typically occurs in bull markets, and were +8% (+10% YTD). Infrastructure was up 7% (-2% 
YTD) while mortgage and specialty finance holdings continued to benefit from reductions in credit risk on the improving macro 
backdrop and had total returns of 6% (+24% YTD). The strength across all these asset classes was partly offset by headwinds 
from a stronger USD as well as our portfolio hedges, which we maintain in the belief that it is prudent to trade some upside 
potential for downside protection. 
 

 
                   Data as of June 30, 2021 
 
We have been building DAYF’s private capital investment portfolio since 2012 and it is unique to our fund. The performance 
of these long-term investments is not impactful on a quarterly basis, but these investments have been directly and indirectly 
key contributors to our long-term results. We have generally made a private investment or two every year but, until this quarter, 
we hadn’t made any new investments of this nature since 2018. This was, in large part, due to the lack of opportunities which 

Alternative Asset 
Managers, 23.5%

Mortgage/Specialty 
Finance, 22.0%

Real Estate, 
10.0%

Options, 9.5%

Closed-End 
Funds, 8.8%

Infrastructure, 
8.6%

Private 
Capital, 7.4%

Commodities, 
1.9%

Cash, 8.3%

Dynamic Alternative Yield Fund 
July 12, 2021 



 

                                                                           2 
 

VIEWS FROM THE EQUITY INCOME TEAM 

we perceived could outperform, or adequately diversify us away from, the public markets. In Q2 we made two new investments. 
The first is a commitment to Starwood Distressed Opportunity Fund XII. This marks our fourth private investment with 
Starwood. We have been very happy with our prior investments with Starwood and are excited about the potential for the new 
investment. Starwood Capital Group got its start as distressed investors and some of its best-performing funds have launched 
in times of market dislocations. While markets in general appear to be at all-time highs, management of the fund has identified 
several pockets of dislocation in real estate and have identified a number of promising investments. The second investment is 
a participation with Timbercreek, another manager with whom we have made multiple investments, in a mezzanine loan 
secured by a portfolio of multi-family apartment buildings in Atlantic Canada. At this time, we have an active pipeline of other 
private investments. While there are no guarantees that we will close on any of them, we are seeing interesting opportunities 
in the aftermath of the pandemic and the many dislocations likely to result from it. Our private investing is limited by regulation. 
We have often spoken about our strategy to extend our investments in these areas through private capital proxies to enable 
DAYF to benefit from both the returns and the diversification which makes private capital investing attractive. Approximately 
53% of the Fund is invested in and with investments led by best in-class alternative asset managers, through direct investing 
in the managers themselves as well as investments in both their private funds and their publicly-listed vehicles. 
 
Outlook 
We believe that the worst of the pandemic is behind us. This is excellent news for individuals, economies and businesses but 
we believe that the recovery will also pose some challenges. For one, growth will have to slow, if for no other reason that year-
over-year comparisons will make that inevitable. We also believe that economies, businesses and consumers will have to 
weather a period where fiscal and monetary stimulus is withdrawn, however gradually that may be. We do not know whether 
current policies will bring persistently higher inflation and higher rates or, ultimately, a lack of inflation and a stagnant rate 
environment, but we believe the asset classes we invest in are positioned to handle both scenarios. For example, higher rates 
and inflation is generally positive for our commercial mortgage REITs and specialty finance holdings as rising asset values are 
good for credit risk and these businesses primarily make floating rate loans which can generate incremental earnings in a 
rising rate environment. On the other side, a stagnant rate environment should continue to bode well for alternative asset 
managers. They are currently experiencing record levels of fundraising as investors reduce allocations to fixed income, due to 
the scarcity of returns in a low rate environment, and reallocate to higher-yielding asset classes such as private equity, credit, 
real estate and infrastructure. 
 
Strategically, our long-term focus means that we will continue to make what we think are best-in-class investments and hold 
them for long periods. We may tack a little offensively, as we have done for the past 9 months, or defensively, as we have 
when we deemed it prudent, but we would not expect material changes to our portfolio based on our tactical outlook.  
 
We hope that you are all well and thank you for your interest in Dynamic Alternative Yield Fund. 
 
 
John Harris    Yassen Dimitrov   Nick Stogdill 
VP & Portfolio Manager   VP & Portfolio Manager  Associate Portfolio Manager 
 
 
advisor.dynamic.ca 
Series A units are available for purchase to all investors, while Series F units are only available to investors who participate in eligible fee-based or 
wrap programs with their registered dealers. Differences in performance between these series are primarily due to differences in management fees 
and fixed administration fees. Performance results for Series F units may also appear higher than for Series A units as the management fee does 
not include the trailing commission. 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 should not be considered an indication 
of trading intent of any funds managed by 1832 Asset Management L.P. These views are not to be considered as 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. 


