
 

This document and the information contained herein do not constitute an offer to sell or the solicitation of an offer to purchase any security or investment product.  The Fund may lose money.  Before making an 
investment, prospective investors are advised to thoroughly and carefully review the offering memorandum with their financial, legal and tax advisers to determine whether an investment such as this is suitable for 
them. Past performance is not an indication of future performance.  This document is for information purposes only and may not contain material information about the Fund.  We accept no liability for loss arising 
from the use of this material.  Interests of the Fund will be offered and sold only to qualified investors.   
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BOLTON YIELD ENHANCED CANADIAN PREFERRED SHARE FUND 

 
HIGHLIGHTS 

The Fund is dedicated to obtaining exposure to an actively managed and predominantly investment grade portfolio focused on Canadian 
rate reset preferred share issues.  The Fund objective is to distribute an attractive and sustainable 5.50% dividend yield per annum while 
preserving investor capital. 

 

The Manager is well positioned to capitalize on an actively managed investment approach in a segment where passive management is 
predominant and to prudently employ leverage.  The Fund also utilizes sophisticated risk management tools to protect against adverse 
changes in interest rates, credit spreads or market conditions broadly. 

 

In 2016, the investment manager was opportunistic in repositioning the fund; i) to balance higher volatility with low volatility preferred 
share instruments that have offsetting risk attributes; and ii) to capture the yield premium resulting from a re-pricing of the new issue 
market.  As a result of these two initiatives, the Fund has achieved a substantial out-performance vs. major preferred share benchmarks 
after management fees and expenses.  Of note in 2016: 

 The Bolton Fund outperformed all four performance benchmarks in 7 of 12 months 

 Cumulative year end returns in the Bolton Fund exceeded all four performance benchmarks by 7.00% to 7.88% 

 Cumulative year end return of +14.75% (after management fees and expenses) for the Bolton Fund.   

 

Source:  Periscope Capital 
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INVESTMENT RATIONALE 

The Bolton Yield Enhanced Canadian Preferred Share Fund offers investors an investment management style focused on three key 
strategies: 

1. Improve yield without sacrificing issuer credit quality. 
2. Active vs. passive investment management.  
3. Balanced portfolio approach using lower and higher volatility segments of the market with offsetting risk attributes. 

1. HIGH GRADE YIELD ENHANCEMENT 

Actively managed high grade Canadian rate reset preferred shares present an attractive alternative with “bond-like” characteristics: (i) 
higher absolute dividend yields; (ii) higher “interest equivalent” tax adjusted yields; and (iii) conducive to the use of leverage to produce 
substantially higher yields (below).  In this regard, the income portion of traditional investment portfolios utilizing bond funds comes at a 
considerable cost in terms of both the absolute yield achieved and the after tax or bond yield equivalent.  Alternatively, investors that 
migrate to lower credit quality and / or longer duration in response, increase portfolio risk.  

 

Notes: 
1.  For comparison purposes, all return calculations are before fees and expenses. 
2. Tax Adjusted:  Yield is adjusted upward with a factor of 1.305, which is the interest rate equivalent for an 

Ontario resident with the highest marginal tax rate in 2016. 
3.  Yield:  For bond, it is the lowest yield (based on closing price) to all possible redemption date scenarios.  For 

preferred, it is the lowest yield to all possible reset dates. 

Source: Bloomberg as at January 2, 2017 
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 HIGH VOLATILITY INVESTMENTS   LOW VOLATILITY INVESTMENTS 
EXPOSURE TO NAV SUB TYPE EXPOSURE TO NAV SUB TYPE 

 Fixed Rate Resets Older Issues  Fixed Rate Resets New Banks/Insurance 
 Floating Rate Resets Older Issues  Fixed Rate Resets With Floors 
 Perpetuals    Retractables   
 Fixed Rate Resets Non-NVCC  Split Share Preferreds CEFs 
 Floating Rate Resets Non-NVCC 

  

2.  ACTIVE INVESTMENT MANAGEMENT 

The preferred share market is dominated by yield-focused retail investors and institutional investors managing income oriented portfolios. 
More specifically, a number of the larger index or ETF funds participating in the Canadian preferred share market broadly, expose investors 
to a larger proportion of perpetual preferred shares and / or weaker credit issuers in their holdings. 

 

In this respect, the Manager’s active investment strategy is to hold a large proportion of high grade issuer names (i.e. P-3 high or higher). In 
addition, the Manager intends to optimize performance by: i) utilizing both quantitative and qualitative methods to identify undervalued 
securities given low levels of secondary trading activity; ii) through new issue participation; and iii) through the use of leverage.  

 

In addition, the prospect of tighter monetary policy or alternatively the need to sustain dividend yield in low interest rate environment, adds 
complexity to managing a rate reset portfolio and highlights the importance of professional management as well as a dynamic interest rate 
risk management approach. 

 

3.  BALANCED PORTFOLIO APPROACH 

In response to the 2015 sell off, new issuance activity that followed resulted in a new tier of rate reset preferred share securities with yield 
subordination premiums and risk attributes very different from the predecessor (“old style”) class of rate reset instruments.  A central feature 
of the Bolton strategy has been to lower the risk of the investment portfolio by balancing the higher volatility tier of the market with lower 
volatility instruments while still capturing the resulting yield premium. 

 

 

In response, we believe that the Bolton Yield Enhanced Canadian Preferred Share Fund’s return profile will remain skewed to the upside. 

 

We have positioned the portfolio so as to generate additional yield while capable of capturing potential upside in a rising rate environment; 

 In an increasing interest rate environment, the “Higher Volatility” segment of the portfolio will perform well due 
to the attractiveness of increasing dividends and an increased probability of these issues being called. 

 In a stable interest rate environment, the Fund will receive an attractive yield from an investment-grade 
portfolio. 

 In a decreasing interest rate environment, the Fund’s exposure to Perpetual preferreds and “pseudo par 
redemption” preferreds will act as a natural hedge reducing the downside interest rate risk from the “Higher 
Volatility” segment of the portfolio. 

 

Actively managing the Canadian preferred share portfolio also provides attractive opportunities; 

 Participation in new issues. 

 Provision of liquidity. 

 Mitigation of regulatory risk. 

 Participation in indexing/event driven trading opportunities. 
 

 

Performance upside in rising interest rate environment. Performance upside in declining interest rate environment 
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Registered as a Portfolio Manager, Exempt Market Dealer and 
Investment Fund Manager with the Ontario Securities Commission.  
Collective senior capital market experience exceeding 100 years 
among four principals:  
 

Gino Martone – Over 25 years in structured finance, derivatives, 
portfolio management most recently as EMD & Head of 
Structured Finance, Financial Products, BMO Capital Markets 
 
Graham Watt – 28 years in derivatives, debt capital markets and 
investment banking most recently as EMD & Head of Issuer 
Origination, Financial Products, BMO Capital Markets  
 
Greg Murphy – over 30 years of capital markets experience in 
securities lending, derivatives and fund management most 
recently at Lakeshore Capital & Merrill Lynch.  
 
Rod Wilmer – 25 years + in securities trading and management 
specializing in derivative products.  Most recently as CEO of 
Newedge Canada Inc., now known as Societe General Capital 
Canada. 
 
 
 
 
 
 

* Principals of the Investment Fund Manager and the Sub Advisor have a meaningful investment in the 
Fund. 

 
 

BOLTON CAPITAL CANADA INC. EXPERIENCED PORTFOLIO MANAGERS 

 

Periscope Capital is registered as an Investment Fund Manager 
(Canada) and a Portfolio Manager, Exempt Market Dealer and 
Commodity Trading / Investment Fund Manager with the Ontario 
Securities Commission.  

Periscope is an alternative investment fund manager focused on 
Canadian arbitrage and credit market opportunities. In particular, 
the CIO has over 10 years experience overseeing management of 
preferred share portfolios supplementing a core focus in 
convertible arbitrage strategies.      

Stephen Elgee is the Chief Investment Officer of Periscope 
Capital and will be primarily responsible for managing the 
Portfolio.  He has over 25 years of quantitative analysis, 
trading, portfolio management and derivatives experience, 
which included responsibility for the BMO Preferred Share 
trading desk. His experience and knowledge extends to all 
areas of the equity derivatives business.  

Michele Pan has 13 years of experience as an investment 
professional and is an Associate Portfolio Manager.  Ms. Pan 
joined the firm in 2010, and is responsible for conducting 
research regarding current and potential investment 
opportunities. 

Jamie Wise is the President and Chief Executive Officer of 
Periscope Capital.  He has 15 years of market experience, 
including portfolio management, hedging strategies, 
proprietary trading, capital structure arbitrage, index 
derivatives trading, volatility arbitrage and corporate 
derivatives structuring. 

 

.  

 
 

BOLTON CAPITAL CANADA INC. – CONTACT INFORMATION 

Graham Watt  Principal                                 (416) 479-7615    graham.watt@boltoncapital.ca  
Gino Martone  Principal                                 (416) 479-7611    gino.martone@boltoncapital.ca 
 

mailto:graham.watt@boltoncapital.ca
mailto:gino.martone@boltoncapital.ca
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SUMMARY OF THE OFFERING 

Fund:    Bolton Yield Enhanced Canadian Preferred Share  

Price:    $25.00 CDN per unit (initial NAV)      

Offering:    Series A Units and Series I Units, offered via Offering Memorandum.     

   

Manager:   Bolton Capital Canada Inc.      

Sub-Advisor:   Periscope Capital Inc.     

Investment Objectives:  The investment objectives of the Fund: 

1. To generate a sustained quarterly distribution of 5.50%. 

2. To generate capital gains and preserve capital through strategies that profit, when appropriate 
by identifying undervalued securities in the secondary market, through new issue participation 
and by using leverage as a source of yield enhancement.  

3. To maintain low volatility and low correlation with traditional equity markets. 

 

Investment Strategies: The Sub-Advisor combines both quantitative and qualitative methods to determine the optimal price 
for each preferred share under consideration for inclusion in the Portfolio.   

 

Quantitative valuation includes classifying the issue in the appropriate segment of the preferred share 
market, conducting an issuer and credit rating analysis, modeling fair value, determining yield-to-worst 
and creating a timeline to value realization. 

 

Qualitative considerations include a review of prospectus disclosure, consideration of regulatory and 
tax issues, and an understanding of the positioning of the security in the market in the context of 
issuer, the behaviour of passive investors and the potential to be compensated for providing liquidity. 

 

Distribution: Quarterly distribution of 5.50% per annum to unit holders of record of the last business day of each 
quarter.     

Subscription/Redemption: Accredited Investors 4000 Series A Units ($100,000) available on the last business day of each month.  
(Non-accredited investors minimum subscription $150,000), subject to a 5 business day notice 
period. 

 
 Units may be redeemed on the last business day of each month at NAV, subject to a 30 business day 

notice period. 

 .     

Term:    The Fund does not have a fixed termination date.     

Management Fee: The Manager will receive a management fee calculated monthly and paid quarterly equal to 1.10% 
per annum on the NAV of Class A Units. (I Class Units available).     
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Eligibility: The Fund will be eligible under certain statues as well as for RRSP’s, RRIF’s, RESP’s and TFSA’s, 
RDSP’s and DPSP’s (subject to customary exceptions).    

Prime Broker:   BMO Nesbitt Burns Inc.    

Auditor:    KPMG LLP    

Administrator:   Apex Fund Services (Canada) Ltd.    

Legal Counsel:   Blake, Cassels & Graydon LLP    


