
This interim management report of fund performance contains financial highlights, but does not contain either the interim financial report or annual financial statements of 
the investment fund. You can obtain a copy of the interim financial report or annual financial statements at your request, and at no cost, by calling 1-866-718-6517, by 
writing to us at Guardian Capital LP, Commerce Court West, 199 Bay Street, Suite 3100, P.O. Box 201, Toronto, Ontario, M5L 1E8, or by visiting our website at www.guardi-
ancapitallp.com or SEDAR at www.sedar.com.
 
Securityholders may also contact us using one of these methods to request a copy of the investment fund’s proxy voting policies and procedures, proxy voting disclosure 
record, or quarterly portfolio disclosure.
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MANAGEMENT DISCUSSION OF FUND PERFORMANCE

Investment Objective and Strategies

The primary objective of the Fund is to achieve long-
term capital appreciation by investing primarily in 
equity or equity-related securities with exposure to 
emerging market economies. The sub-advisor uses 
a disciplined, fundamental bottom-up approach to 
security selection. The Fund is diversified by issuer, 
sector and geographic region, without being subject 
to minimum or maximum allocation constraints by 
country.

Risk

The risks associated with investing in the Fund remain 
as discussed in the prospectus. The Fund may be 
suitable for investors with a high tolerance for risk, 
particularly those who seek long-term capital growth, 
want to diversify their portfolio with emerging markets 
exposure and have a medium to long-term investment 
horizon.

Results of Operations

(This commentary is based on the performance of Series 
I units of the Fund. Returns for other Series of units may 
vary, largely due to differences in fees and expenses. Please 
refer to the Past Performance section for specific Series level 
performance details.)

The Fund’s net assets increased 6.0% to $30.9 million 
at June 30, 2020 from $29.1 million at December 
31, 2019. Of this change, a $0.5 million increase was 
provided by investment performance, and a $1.3 
million increase came from net subscriptions. 

In Q1, emerging market indices had their largest 
quarterly decline since the financial crisis in 2008, 
but then recovered in Q2 with their largest quarterly 
gain since 2010 (in Canadian dollar terms). The Fund 
returned 1.6% in the first six months of the year, 
finishing ahead of its benchmark the MSCI Emerging 
Markets Index, which posted a negative return of 5.2% 
for the same period.

Stock selection was the main reason for positive 

performance. The largest individual contributor to 
returns for the period was Latin American e-commerce 
company MercadoLibre. Its shares had fallen sharply 
during Q1 but reached a new high during Q2, after 
the company reported that growth in its e-commerce 
and payments businesses had recovered strongly 
in April, shortly after lockdown was imposed. The 
company was first purchased for the Fund in January, 
2016. Since then, there has been a gradual shift toward 
e-commerce and digital payments in its main markets 
(Brazil, Argentina and Mexico), but penetration 
rates in Latin America have remained low compared 
to Asia, Europe and the US. The COVID-19 crisis is 
accelerating the shift to digital, and the changes are 
likely to be long-lasting. One commentator noted 
that COVID-19 could have similar implications for 
e-commerce in Latin America as SARS did in China in 
the early 2000s. 

China’s leading digital services company, Tencent, 
made a positive contribution to returns in both Q1 
and Q2. Its portfolio includes mobile gaming, social 
networks, cloud services, digital payments and online 
video. Tencent’s businesses are economically sensitive 
but a number of their biggest products saw greater 
usage during the lockdown. Furthermore, Tencent was 
one of a number of Chinese companies that noted a 
business recovery in March compared to February, as 
the Chinese government succeeded in getting the virus 
transmission under control.

Some of the most economically sensitive companies 
were the biggest detractors from Fund performance 
during the first half. A holding in HDFC Bank lost 
almost a quarter of its value (in Canadian dollar terms), 
in light of growing concerns about India’s economy as 
the country went into lockdown. It is India’s leading 
private sector bank and comes into the downturn with 
surplus capital. The management team has experience 
in steering the bank through challenging conditions, 
and the bank has recently announced a three-month 
moratorium on customer instalment payments in 
keeping with central bank guidelines. At this time of 
ongoing uncertainty, much depends on how quickly 
the Government can get the virus under control and 
the economy can return to something approaching 
normality. India needs a strong banking sector to 
support the economy once the crisis has passed. 
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While volatile markets can be challenging, the 
investment team considers the decrease in market 
valuations as a potential opportunity to invest in 
attractive high-quality, long-term growth companies 
that were previously too richly valued to be included 
in the Fund.

There were four new additions and five outright sales 
during the period. Positions in new stocks are initiated 
when the sub-advisor believes that they improve the 
sustainable growth, quality and expected return of 
the portfolio. Stocks are sold if they no longer meet 
the investment criteria or no longer offer sufficient 
valuation upside. 

In Q1, unrelated to COVID-19, the Fund completed 
the sale of Brazilian education company Cogna, 
because its expected growth rate no longer passed the 
sub-advisor’s minimum hurdle. Secondly, the sale 
of luggage company Samsonite was concluded in 
March, having begun to reduce this position in late 
2019 on concerns about the structural challenges that 
its business faces. As travel restrictions grew alongside 
the global spread of coronavirus, a decision was taken 
to bring forward the sale of the remaining holding. 
Thirdly, the position in Matahari Department Stores, 
which was approximately 1% of the Fund’s value at 
the end of February, was sold. Before the onset of the 
current crisis, the sub-advisor had concluded that 
the company’s long-term growth opportunities had 
substantially diminished because it lacked a strong 
e-commerce offering. The decision was made to sell 
the holding and re-allocate the cash to investments 
that the sub-advisor believes have superior long-term 
growth potential.

The first of two new additions in Q1 was NetEase, 
which is China’s second largest gaming company 
after Tencent and among the largest in the world. 
With a 20%+ domestic market share and more than 
100 current titles, the scale of its available financial 
(net cash > US$5bn) and technical (10,000+ 
programmers, 100,000+ servers) resources should 
both facilitate future growth and further entrench its 
advantage over smaller competitors. There are also 
ongoing opportunities for NetEase to take its gaming 
expertise into international markets. In addition, the 
company has a number of smaller businesses covering 
e-commerce, online education and music streaming 

that account for almost 20% of revenues but a smaller 
proportion of profits. The valuation is considered to 
be reasonable in light of the company’s profit growth 
potential.  The second new addition to the portfolio 
was outsourced digital services provider EPAM, which 
we have followed for a number of years. Founded in 
Belarus in the early 1990s, the company has grown to 
become one of the world’s largest third party software 
development businesses. It draws on IT expertise from 
Central and Eastern Europe to design and develop 
software for enterprise clients in North America and 
Europe. Recording more than $2bn revenues in 2019, 
and with almost $900m net cash, it has established 
a strong financial position and a diversified revenue 
stream by client and by industry. Although its services 
are discretionary and its business is not immune to 
an economic slowdown, most of its employees are 
set up to work from home and the current crisis has 
highlighted the need for companies to continue to 
invest in digitalisation. When the dust settles, it should 
be well-positioned to win new business. Recent market 
disruption resulted in share price weakness, which we 
judged to offer a reasonable entry point.

In Q2, the Fund established a position in Sea Limited. 
Listed in the US since 2017, Sea owns the mobile 
gaming business Garena and Shopee, which is the 
largest e-commerce platform in South East Asia. The 
sub-advisor has followed the company for some 
time and believes that the changes brought about by 
COVID-19 have expanded the company’s addressable 
market and are likely to lead to an acceleration of 
growth.

In June, the Fund added a position in Midea Group, 
listed on the Shenzhen Stock Exchange, notable 
because this is the Fund’s first Chinese A-share holding, 
purchased through the Hong Kong Stock Connect 
program. It is one of China’s largest manufacturers of 
air conditioning units and also has a significant share 
of the household appliances market. More recently, 
it acquired German industrial robotics manufacturer 
KUKA and is working to adapt their product for the 
Chinese market. 

The position in Indian agrochemicals manufacturer 
UPL, which had been held by the Fund since 2016, 
was sold in June.  The sub-advisor has been reducing 
this position since mid-2019, at first on valuation
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and later on concerns about governance and absolute 
levels of indebtedness. 

The Fund also completed the sale of International 
Flavors & Fragrances (IFF) in June.  The Fund had 
received shares of IFF in 2018, when it acquired 
the Fund’s longstanding position in Frutarom for 
a combination of cash and equity. The sub-advisor 
was initially positive on the combination but has 
been reducing the holding more recently, after IFF 
announced a deal to merge with DuPont’s Nutrition 
& Biosciences unit. This merger, expected to be 
completed early in 2021, will reduce the percentage 
of revenues derived from emerging market economies 
at the combined company. The expectation is that the 
newly merged IFF-DuPont Nutrition & Biosciences 
will no longer provide the Fund the exposure to 
emerging markets that is required.

Recent Developments

Despite the volatility in the first half of 2020, the sub-
advisor aims to achieve above-market returns at below 
benchmark risk over the long term through investment 
in a concentrated portfolio of high-quality, sustainable 
growth companies. The sub-advisor believes that 
sustainable growth in the earnings of companies held 
within the Fund will drive returns from their shares, 
provided they are not overvalued when purchased. 
In addition, the quality of the businesses will help 
to protect their shares during periods of economic 
and stock market turmoil. The experience during 
the COVID-19 pandemic has reinforced confidence 
in this approach. The sub-advisor considers the 
Fund’s portfolio to be in good shape; long-term 
growth prospects remain robust and quality metrics 
are positive, with appropriate balance sheets, broad 
diversification, strong cash flows and good corporate 
governance.

Related Party Transactions

Guardian Capital LP, the Manager of the Fund, is 
considered to be a “related party” of the Fund. The 
Manager receives an Administration Fee from the 
Fund, amounting to 0.19% of the average daily net 
asset value of the Fund, in return for the payment by the 
Manager of all the variable operating expenses of the 

Fund. The Independent Review Committee  (“IRC”) 
has approved the Manager’s Policy for this item and 
the Manager relies on this approval as a standing 
instruction from the IRC. The Manager received 
the Administration Fee and paid Fund expenses in 
accordance with this Policy during the year.

GuardCap Asset Management Limited (“GAML”) 
is an affiliate of the Manager and has entered into a 
sub-advisory agreement with the Manager to provide 
investment advice concerning the Fund’s investment 
portfolio.  The Manager made payments to GAML in 
accordance with the sub-advisory agreement, based 
on the Net Asset Value of the Fund, during the year.

Management Fees

No management fees are payable or collected for 
Series I units of the Fund. Series W units are subject to 
a management fee which is based on a percentage of 
the average Series NAV during each month, calculated 
and accrued daily, and payable monthly. The Series 
W management fee is 1.95% per annum. The table 
below provides a breakdown of services received in 
consideration of the management fees, as a percentage 
of the management fees, for the period. 
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Series I Series W

Investment management and 
other general administration n/a 48.7%

Trailer Commission n/a 51.3%
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Past Performance

The performance information shown assumes that 
all distributions made by the Fund in the periods 
shown were reinvested in additional units of the 
Fund.  This performance information does not take 
into account sales, redemption, distribution or other 
optional charges that would have reduced returns or 
performance.  Past performance of the Fund does not 
necessarily indicate how the Fund will perform in the 
future.

The performance shown below includes results prior 
to April 20, 2016 when the Fund was not a reporting 
issuer.  Had the Fund been subject to the additional 
regulatory requirements applicable to a reporting 
issuer during such period, the expenses of the Series 
I units of the Fund would likely have been higher.  
The financial statements for the period when the 
Fund was not a reporting issuer, are available on the 
Manager’s website at www.guardiancapitallp.com or 
upon request.

Year-by-Year Returns

The bar charts show the Fund’s performance for 
the period from January 1, 2020 to June 30, 2020, 
and annual performance for each of the prior years 
shown, and illustrates how the Fund’s performance 
has changed from year to year.  The chart shows in 
percentage terms, how much an investment made on 
the first day of each financial year would have grown 
or decreased by the last day of that financial year.

Annual Compound Returns

The tables below shows the historical compound re-
turns of the Fund’s Series I and Series W units for the 
periods indicated, as at June 30, 2020 The returns of a 
broad based market index are also shown. 

 

* Inception date - June 30, 2014.

* Inception date - April 20, 2016.

The MSCI Emerging Markets Index is designed to 
be a broad measure of Emerging Market equity 
performance in developing markets outside North 
America. 
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FINANCIAL HIGHLIGHTS

The following tables show selected key financial information about the Fund and are intended to help you 
understand the Fund’s financial performance for the periods indicated. The information is derived from the 
Fund’s audited annual financial statements and unaudited interim financial statements.

The Fund’s Net Assets per Unit (Series I) 

Ratios and Supplemental Data (Series I)

6 months 
ended 

June 30, 2020

12 months 
ended 

Dec. 31, 2019

12 months 
ended 

Dec. 31, 2018

12 months 
ended 

Dec. 31, 2017

12 months 
ended 

Dec. 31, 2016

Net Assets per unit, Beginning of Period Net Assets per unit, Beginning of Period [1][1] $13.20$13.20  $11.62 $11.62 $13.49$13.49 $10.33$10.33 $9.89$9.89

Increase (decrease) from operations per unit: [1]

Total revenue 0.14 0.24 0.24 0.21 0.19

Total expenses (0.02) (0.03) (0.03) (0.05) (0.04)
Realized gains (losses) (0.56) 0.22 0.03 0.62 0.08
Unrealized gains (losses) 0.66 1.30 (1.94) 2.62 0.18

Total increase (decrease) from operations per unitTotal increase (decrease) from operations per unit  0.22  0.22 1.731.73 (1.70)(1.70) 3.403.40 0.410.41

Distributions per unit from: Distributions per unit from: [1] [2][1] [2]

Foreign dividends  - (0.21) (0.18) (0.19) (0.23)
Capital gains  -   - - - -
Return of capital  -   - - - -
Total Distributions per unitTotal Distributions per unit 0.00 (0.21)  (0.18) (0.18) (0.19)(0.19) (0.23)(0.23)

Net Assets per unit, End of Period Net Assets per unit, End of Period [1][1]  $13.41  $13.41 $13.20$13.20  $11.62  $11.62 $13.49$13.49 $10.33$10.33

[1] Net assets per unit and distributions per unit are based on the actual number of units outstanding at the relevant time.  The increase (decrease) from operations per unit is based on the weighted average number of units outstanding over the 
financial period. 
[2] Substantially all distributions were reinvested in additional units of the Fund.

6 months 
ended 

June 30, 2020

12 months 
ended 

Dec. 31, 2019

12 months 
ended 

Dec. 31, 2018

12 months 
ended 

Dec. 31, 2017

12 months 
ended 

Dec. 31, 2016

Total net asset value (000’s) Total net asset value (000’s) [1][1]  $30,751  $30,751  $29,001  $29,001  $23,228  $23,228 $20,923$20,923 $8,730$8,730

Number of units outstanding [1] 2,292,585 2,196,406 1,999,216 1,551,029 845,206

Management expense ratio [2] 0.22% 0.21% 0.21% 0.23% 0.22%
Management expense ratio before  
     waivers and absorptions 0.22% 0.21% 0.21% 0.23% 0.22%

Trading expense ratio [3] 0.04% 0.06% 0.06% 0.20% 0.14%
Portfolio turnover rate [4] 16.08% 27.15% 22.25% 57.06% 28.47%
Net asset value per unit [1]  $13.41  $13.20  $11.62 $13.49 $10.33

[1] This information is provided as at the end of each period indicated.
[2] The management expense ratio is based on total expenses (excluding commissions, other portfolio transaction costs and withholding taxes) of the Fund and its proportionate share of the total expenses of the Underlying Funds, where applicable, 
for the stated period and is expressed as an annualized percentage of daily average net asset value during the period. 
[3] The trading expense ratio represents total commissions and other portfolio transaction costs of the Fund and its proportionate share of the Underlying Funds’ portfolio transaction costs, where applicable, expressed as an annualized percentage of 
daily average net asset value for the period. 
[4] The Fund’s portfolio turnover rate indicates how actively its portfolio advisor trades portfolio investments. A portfolio turnover rate of 100% is equivalent to the Fund buying and selling all of the securities in the portfolio once in the course of a year. 
The higher a fund’s portfolio turnover rate in a year, the greater the trading costs payable by the fund in the year, and the greater the chance of an investor receiving taxable capital gains in the year. There is not necessarily a relationship between a 
high turnover rate and the performance of a fund. 
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FINANCIAL HIGHLIGHTS

The following tables show selected key financial information about the Fund and are intended to help you 
understand the Fund’s financial performance for the periods indicated. The information is derived from the 
Fund’s audited annual financial statements and unaudited interim financial statements.

The Fund’s Net Assets per Unit (Series W) 

Ratios and Supplemental Data (Series W)

6 months 
ended 

June 30, 2020

12 months 
ended 

Dec. 31, 2019

12 months 
ended 

Dec. 31, 2018

12 months 
ended 

Dec. 31, 2017

Period from     
Apr. 20 to Dec. 

31, 2016

Net Assets per unit, Beginning of Period Net Assets per unit, Beginning of Period [1][1] $12.83$12.83  $11.39 $11.39 $13.31$13.31 $10.28$10.28 $10.00$10.00

Increase (decrease) from operations per unit: [1]

Total revenue 0.14 0.23 0.25 0.19 0.14

Total expenses (0.17) (0.38) (0.38) (0.54) (0.28)
Realized gains (losses) (0.56) 0.17 0.08 0.63 0.07
Unrealized gains (losses) 0.89 1.61 (2.32) 2.75 0.44

Total increase (decrease) from operations per unitTotal increase (decrease) from operations per unit  0.30  0.30 1.631.63 (2.37)(2.37) 3.033.03 0.370.37

Distributions per unit from: Distributions per unit from: [1] [2][1] [2]

Foreign dividends  - (0.03) - - (0.09)
Capital gains  -   - - - -
Return of capital  -   -   -   - -
Total Distributions per unitTotal Distributions per unit 0.000.00 (0.03)   (0.03)   -   -   (0.00)(0.00) (0.09)(0.09)

Net Assets per unit, End of Period Net Assets per unit, End of Period [1][1]  $12.89  $12.89 $12.83$12.83  $11.39  $11.39 $13.31$13.31 $10.28$10.28

[1] Net assets per unit and distributions per unit are based on the actual number of units outstanding at the relevant time.  The increase (decrease) from operations per unit is based on the weighted average number of units outstanding over the 
financial period. 
[2] Substantially all distributions were reinvested in additional units of the Fund.

6 months 
ended 

June 30, 2020

12 months 
ended 

Dec. 31, 2019

12 months 
ended 

Dec. 31, 2018

12 months 
ended 

Dec. 31, 2017

Period from    
Apr. 20 to Dec. 

31, 2016

Total net asset value (000’s) Total net asset value (000’s) [1][1]  $101  $101  $93  $93  $51  $51 $13$13 $10$10

Number of units outstanding [1] 7,798 7,246 4,497 1,009 1,000

Management expense ratio [2] 2.42% 2.42% 2.42% 2.45% 2.44%
Management expense ratio before  
     waivers and absorptions 2.42% 2.42% 2.42% 2.45% 2.44%

Trading expense ratio [3] 0.04% 0.06% 0.06% 0.20% 0.14%
Portfolio turnover rate [4] 16.08% 27.15% 22.25% 57.06% 28.47%
Net asset value per unit [1]  $12.89  $12.83  $11.39 $13.31 $10.28

[1] This information is provided as at the end of each period indicated.
[2] The management expense ratio is based on total expenses (excluding commissions, other portfolio transaction costs and withholding taxes) of the Fund and its proportionate share of the total expenses of the Underlying Funds, where applica-
ble, for the stated period and is expressed as an annualized percentage of daily average net asset value during the period. 
[3] The trading expense ratio represents total commissions and other portfolio transaction costs of the Fund and its proportionate share of the Underlying Funds’ portfolio transaction costs, where applicable, expressed as an annualized percent-
age of daily average net asset value for the period. 
[4] The Fund’s portfolio turnover rate indicates how actively its portfolio advisor trades portfolio investments. A portfolio turnover rate of 100% is equivalent to the Fund buying and selling all of the securities in the portfolio once in the course of a 
year. The higher a fund’s portfolio turnover rate in a year, the greater the trading costs payable by the fund in the year, and the greater the chance of an investor receiving taxable capital gains in the year. There is not necessarily a relationship 
between a high turnover rate and the performance of a fund. 
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SUMMARY OF INVESTMENT PORTFOLIO
As at June 30, 2020

Top 25 Holdings as a percentage Top 25 Holdings as a percentage 
 of net asset value of net asset value 94.7%94.7%

Total Net Asset ValueTotal Net Asset Value $30,851,660$30,851,660

The Summary of Investment Portfolio may change due to ongoing portfolio transactions 
of the Fund. A quarterly update is available. If the Fund has invested in other investment 
funds, the prospectus and other information about the underlying investment funds are 
available on the internet via www.sedar.com. 
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  Portfolio Allocation % of Net 
Asset Value

Communication Services  14.7% 

Consumer Discretionary  31.5% 

Consumer Staples  9.2% 

Financials  12.4% 

Health Care  2.4% 

Industrials  1.9% 

Information Technology  21.7% 

Real Estate  3.0% 

Other Net Assets  3.2% 

  Top 25 Holdings % of Net 
Asset Value

MercadoLibre Inc.  10.0% 

Alibaba Group Holding Ltd.  7.4% 

Taiwan Semiconductor Manufacturing Co. Ltd.  6.8% 

Tencent Holdings Ltd.  5.7% 

Samsung Electronics Co. Ltd.  5.7% 

HDFC Bank Ltd.  4.5% 

Yum China Holdings Inc.  4.4% 

NetEase Inc.  4.1% 

IPG Photonics Corp.  3.9% 

New Oriental Education & Technology Group Inc.  3.8% 

CP ALL PCL  3.6% 

Venture Corp. Ltd.  3.5% 

Becle SAB de CV  3.0% 

Ayala Land Inc.  3.0% 

AIA Group Ltd.  2.9% 

Megacable Holdings SAB de CV  2.8% 

Dali Foods Group Co. Ltd.  2.6% 

Trip.com Group Ltd.  2.6% 

Oversea-Chinese Banking Corp. Ltd.  2.5% 

Credicorp Ltd.  2.5% 

Sinopharm Group Co. Ltd.  2.4% 

Sea Ltd.  2.0% 

Midea Group Co. Ltd.  1.9% 

Localiza Rent a Car SA  1.8% 

EPAM Systems Inc.  1.3% 

  Geographic Allocation % of Net 
Asset Value

Argentina  10.0% 

Brazil  1.9% 

China  35.0% 

Hong Kong  2.9% 

India  4.5% 

Mexico  5.8% 

Peru  2.5% 

Philippines  3.0% 

Singapore  8.1% 

South Africa  1.3% 

South Korea  5.7% 

Taiwan  6.8% 

Thailand  3.6% 

United States of America  5.7% 

Other Net Assets  3.2% 
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GUARDIAN CAPITAL LP

199 Bay Street, Suite 3100
Commerce Court West, P.O. Box 201

Toronto, Ontario
M5L 1E9

guardiancapitallp.com

This document may contain forward-looking statements relating to anticipated future events, results, circumstances, performance or expectations that are not his-
torical facts, but rather represent our beliefs regarding future events. By their nature, forward-looking statements require us to make assumptions and are subject 
to inherent risks and uncertainties. There is significant risk that predictions and other forward-looking statements will not prove to be accurate. We caution readers 
of this document not to place undue reliance on our forward-looking statements, as a number of factors could cause actual future results, conditions, actions or 
events to differ materially from the expectations, estimates or intentions expressed or implied in the forward-looking statements. Actual results may differ materially 
from management expectations as projected in such forward-looking statements for a variety of reasons, including but not limited to market and general economic 
conditions, interest rates, regulatory and statutory developments and the effects of competition in the geographic and business areas in which the Fund may invest. 
We caution that the foregoing list of factors is not exhaustive and that when relying on forward-looking statements to make decisions with respect to investing in 
the Fund, investors and others should carefully consider these factors, as well as other uncertainties and potential events, and the inherent uncertainty of forward-
looking statements. Due to the potential impact of these factors, Guardian Capital LP does not undertake, and specifically disclaims, any intention or obligation to 
update or revise any forward-looking statements, whether as a result of new information, future events or otherwise, unless required by applicable law.


