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Ten Years Later – Alternatives Matter Even More 
 
On October 1, 2011 we launched Dynamic Alternative Yield Fund (DAYF) in an environment where: 
 

• Investors Looked to Earn Yields Safely - the “tech wreck” of the early 2000s and the Great Financial 
Crisis of 2008-09 had investors looking for a safe haven from market volatility and the decades-long bull 
market in bonds had them starved for yield. 
 

• Aging Demographics Gain Prominence - the first baby-boomers turned 65. It was projected that, by 
2016, 23% of Canada’s population would be seniors. Currently, 24% of Canadians are seniors. In the next 
10 years all of the baby-boomers will have reached retirement age. 
 

• Interest Rates at Historic Lows – interest rates had declined to historic lows. Since then, rates declined 
even further, reaching negative nominal yields in many parts of the world. 

 
       U.S. 10 Year Treasury Yield 

 
            Source: Bloomberg as of October 6, 2021 
 

• Institutional Investors Turned to Alternatives - institutional investors, particularly pension funds, 
endowments, sovereign wealth funds and family offices, had been increasingly allocating to alternative 
investments for a number of reasons, including higher return potential, higher yield potential and potentially 
lower-than-market volatility. That trend has accelerated and has, as expected, made significant inroads 
with retail investors.  

 
It was our thesis that retail investors, particularly those approaching retirement, needed less volatile ways to secure income. 
Since pension funds are, at their core, very large retirement funds, we thought that we could invest in a number of the same 
alternative asset classes as they do and try to replicate their alternatives portfolios in a unique mutual fund. 
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A Very Different Portfolio 
 

 
 
We originally designed a portfolio that invested primarily in four strategies:  
 

 
 
As the fund evolved, we were able to invest in more alternative asset classes. Our philosophy is to make best-in-class 
investments, get to know the management or assets very well, and then hold them for as long as we maintain the conviction 
that our investment thesis is still valid. 
 
 

 

Our strategy was to offer a diversified, multi-alternatives fund modelled after pension funds.

Our purpose was to generate attractive, recurring cash flows and offer diversification benefits.

Our goal was to provide a higher yield than bonds and better downside protection than equities.
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Now, like pension fund investors, we view our portfolio through an investment horizon lens: 
 

“…we think in terms of quarter centuries not quarters…” 
CPP Investment Board 

 
 
Our long-term investments are real estate, infrastructure, alternative 
asset managers and private equity. 
 
Our long-medium-term investments are mortgage investments, 
BDCs, other credit investments and private debt. 
 
Our medium-to-short term investments involve trading strategies, 
namely US closed-end funds, options and hedging.  

 
 
 
 
 
 
 
 

 
 
 
Our investments in, and with, the best alternative asset managers in the world are at the core of DAYF. 
 
While 7% of DAYF is directly invested in private capital funds, these investments are with alternative managers with which we 
have multiple investments. In all, over 50% of our portfolio is directly or indirectly managed by these best-in-class alternative 
asset managers.   
 
Our private investments, which are unique to DAYF and some of our other Equity Income Funds, let us get to know the 
managers from the inside out, giving us comfort in having large exposures to them. We frequently consult the investment 
professionals of these managers as channel checks when diligencing many of our other investments. 
 

 

 
 
While we have no geographic mandate, we have invested primarily in the US since we launched the fund. Nevertheless, our 
investments are really alternative in that over 90% of our portfolio is not in the S&P 500. 
 
So how have we done? 
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A Report Card 
 
In the 10 years since we launched the fund: 
 
 We have returned 9.0% on an annualized basis to investors, which compares to 8.8% for the 4 largest Canadian pension 

funds (based on 10-year returns ending June 30, 2021). 
 
 

              Returns as of September 30, 2021 1 mth 3 mth 6 mth 1 yr 3 yr 5 yr 10 yr SIR* 
Dynamic Alternative Yield Fund  
(Series F) -2.1% 3.6% 14.2% 35.1% 10.3% 8.7% 9.0% 9.0% 

          * Inception date of October 1, 2011 
 
 We have distributed $8.34 per unit (series F) since launch and in all series, we have paid out $780,831,683 in distributions. 
 
 We have been less volatile than equity markets (standard deviation of 9.3% since inception) and achieved a low-medium 

risk rating. 
 
 We have returned more than bonds with less volatility than equities, a major goal of alternative investing. 
 

Risk / Return vs. Various Indices 
October 1, 2011 – September 30, 2021 

 
 

 
                                                     Source: Source: Bloomberg; Fund data based on Series F 
 
So Why Continue to Invest in Alternatives? 
 
As Bruce Flatt, CEO of Brookfield Asset Management put it, “there is no alternative to alternatives”. 
 
In 2012, Bruce said that Brookfield expected institutional allocations to alternatives to grow form 5-10% of their assets to 25-
40% by 2022. In 2019 he said that he expected allocations to grow from 25% (which they hit in 2018) to over 60% by 2030.  
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                                     1 Source: Willis Towers Watson Global Pension Assets Study, 2019 

                                        2 Brookfield Asset Management estimate 
 
 
This is because yields are still at historic lows, with real yields negative in North America and $15.1 trillion (as of August 6/21) 
having negative nominal yields globally. Only one-third of the global fixed income market offers yields in excess of 1%. 
 
Pension funds can’t fund pensions with negative yields (whether real or nominal) and our investors can’t fund their retirements 
that way either.  
 
Markets are still volatile, yields are still low and developed-world populations are still aging.  
 
All the factors which made us think DAYF would be compelling when we launched in 2011 are still relevant today, only more 
so. 
 
We want to thank all those who have supported the fund over the last 10 years. 
 
 
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. 
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