
Guardian Strategic Income Fund

Investment Objective 
To generate a sustained monthly distribution, initially targeted at 5.75%. To generate 
gains and preserve capital through strategies that profi t from the fl uctuations 
in interest rates and credit spreads, while maintaining low volatility and low 
correlation with traditional equity and fi xed income markets. For more information 
on the investment strategy, consult the off ering memorandum or contact Guardian.

Manager’s Commentary 
Th e fi rst quarter saw continued weakness in High Yield bonds through January, with 
average credit spreads in Canada widening almost 90 basis points from year-end 
before stabilizing through February and March.  Th e US High Yield market was less 
volatile, largely because of a lower weighting in energy related companies.

Government bond yields fell to record lows in Canada aft er the central bank surprised 
investors with a rate cut in response to what they saw as weakening growth, largely due 
to falling energy prices.  In Europe, the central bank launched a massive QE program, 
driving yields lower there and pushing several countries bond yields below zero.  Even 
Nestle, a corporate borrower, issued a bond with a negative yield during the quarter.

Commodities were weaker during the period, although many seem to be stabilizing 
aft er last year’s collapse.  Equities, while volatile early in the quarter recovered to 
provide small positive returns.  Currencies were very volatile during the quarter as the 
US dollar strengthened against almost all others in anticipation of interest rate hikes 
by the Federal Reserve later this year.  Th e CAD was particularly weak aft er the Bank 
of Canada’s surprise cut, falling -8.7% against the USD.

In Canada, most asset classes returned low single digit returns for the period, with 
government bonds leading the way as interest rates fell.  Th e Strategic Income Fund 
outperformed all the major asset groups for the quarter with a return of more than 5%.

Outlook 
Economic data in the US turned decidedly weaker through the fi rst quarter, while 
Canada continued to feel the impact of weaker commodity prices.  While some 
of the weakness in North America may have been temporary as a result of severe 
weather, global growth is also slowing as Europe continues to struggle with defl ation 
and developing economies appear to have moved to a lower growth trajectory.  As 
a result, we expect interest rates in most countries will remain low through 2015, 
notwithstanding the US Federal Reserve’s stated intention to move rates gently higher 
later in the year.

Credit fundamentals across the (non-energy) corporate sector remain sound, 
although debt levels are generally climbing and there has been a long expected uptick 
in the default rate.  Following Q4’s correction, average credit spreads remain elevated 
and continue to present selective buying opportunities. Th is combination of still 
supportive fundamentals and weaker prices should allow us to continue building a 
strong income generating core for the fund. 

While the Federal Reserve will continue to talk about ‘normalizing’ (raising) interest 
rates, keeping investors on edge, we believe weaker economic data in the US has 
pushed that event further ahead than many anticipate.  As a result, short interest rate 
strategies continue to be tactical in nature, taking advantage of ranges rather than long 
term positioning.  

Conservative options strategies added value in Q1 and we’ll continue to use them, 
opportunistically in Q2.  Put spreads are helping reduce volatility at relatively low cost 
while call spreads allow us to participate in upward price moves without committing 
signifi cant capital.  Covered call strategies are also producing low risk, incremental 
income while also reducing volatility.

Performance
Inception Date 1 mth 3 mths 6 mths 1 yr 2 yrs Inception*

Series A June 1, 2013 1.31 0.22 3.06 4.14 10.09 10.09

Series F June 1, 2013 1.48 0.51 3.54 5.11 10.86 10.86
Series I Aug 17, 2013 1.60 0.76 4.13 6.42 N/A 14.47

FTSE/TMX Universe Index 0.20 -1.48 3.52 7.12 5.01 5.01

FTSE/TMX High Yield Index 0.77 2.03 0.36 0.31 4.13 4.13
S&P/TSX Index -1.22 -0.72 3.34 5.80 12.20 12.20

As of May 31, 2015 
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Series A: Growth of $10 (gross distribution)

*Inception based on annualized number

Firm Assets:
$24.2 billion

Fund Codes:
GCG502 (A), GCG602 (F), 

Fund Details:
6.00% Current Annual Distribution
            Target ($10 off ering price)
2.0%   Management Fee (Series A)
1.0%   Management Fee (Series F)
15%    Performance Fee*
*Subject to the last high watemark and a hurdle rate

Nav Per Unit:
Series A:  $10.27
Series F:  $10.42

Redemptions:
Weekly Liquidity at NAV

Compensation:
Initial Commission: Up to 5%
Trailer: 1% Series A

Fund Inception:
June 1, 2013

Minimum Purchase:
Accredited Investor $25,000
Off ering Memorandum

Leverage:
Up to 2:1

Distribution Per Unit:
0.0525 / monthly
Administrative Fee
0.30% 

Portfolio Managers:
Stephen Kearns
Managing Director
22 yr Guardian tenure
26 yr Industry experience
Derrick Knie
Portfolio Manager
5 yr Guardian tenure
20 yr Industry experience

*As of May 31, 2015
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All figures shown are in Canadian dollars unless noted otherwise. Guardian Capital LP is the Manager of the Guardian Strategic Income Fund. This document includes information concerning financial 
markets that was developed at a particular point in time. This information is subject to change at any time, without notice, and without update. This commentary may also include forward looking statements 
concerning anticipated results, circumstances, and expectations regarding future events. Forward-looking statements require assumptions to be made and are, therefore, subject to inherent risks and 
uncertainties. There is significant risk that predictions and other forward looking statements will not prove to be accurate. Investing involves risk. Equity markets are volatile and will increase and decrease in 
response to economic, political, regulatory and other developments. The risks and potential rewards are usually greater for small companies and companies located in emerging markets. Bond markets and 
fixed-income securities are sensitive to interest rate movements. Inflation, credit and default risks are all associated with fixed income securities. Diversification may not protect against market risk and loss 
of principal may result. Index returns are for information purposes only and do not represent actual strategy or fund performance. Index performance returns do not reflect the impact of management fees, 
transaction costs or expenses. This information is provided for educational purposes only. Commissions, trailing commissions, management fees, administration fees, performance fees and expenses all may 
be associated with an investment in Guardian Strategic Income Fund. The value of the Fund is not guaranteed, the value may change frequently, and past performance may not be repeated. Except as noted 
otherwise, the indicated rates of return are the historical annual compounded total returns including changes in unit value and reinvestment of all distributions and do not take into account sales, redemptions, 
distribution or optional charges or income taxes payable by any securityholder that would have reduced returns. Rates of return for periods of less than one year are simple rates of return. Certain information 
contained in this document has been obtained from external parties which we believe to be reliable, however we cannot guarantee its accuracy. This document is for information only and does not constitute 
an offer to sell or a solicitation to buy the securities referred to herein. This document is intended for use by financial intermediaries and for prospects who may qualify to purchase this private offering, and is 
not for public distribution. The offering memorandum for the Fund is dated July 29, 2013. For further information on the Fund or Guardian Capital LP, please visit www.guardiancapitallp.com.

Portfolio Characteristics
  Exposures Government Credit

Long - +103%

Short 1% 2%

As of March 31, 2015

Currency Weights
Canada 41.0%

U.S. 59.0%

USD Hedge 0%

As of March 31, 2015

Weighted Average Yield (NET) 8.73%

Weighted Average Modifi ed Duration (NET) 3.3

Weighted Average Credit Rating B+

As of March 31, 2015

GUARDIAN CAPITAL LP - Commerce Court West, Suite 3100, Toronto ON M5L 1E8 - www.guardiancapital.com

Prime Broker:
Scotia Capital Inc

Custodian:
RBC Investor Services

Guardian Strategic Income Fund

Legal:
McCarthy Tetrault

Auditor:
PricewaterhouseCoopers

Administrator:
RBC Investor Services

Guardian Capital
Guardian Capital Group Limited is an independent, diversifi ed fi nancial 
services fi rm providing investment solutions to institutional and retail 
investors. Guardian was incorporated in 1962 and is a public company listed 
on the Toronto Stock Exchange (symbol: GCG.A).

Net Rating Distribution

Stephen Kearns, MBA, CFA
Manager Director - Fixed Income
Stephen Kearns is a seasoned credit investment professional, 
having over 26 years of credit analysis, portfolio management 
and derivatives experience. His experience and knowledge 
extends to all areas of the credit spectrum. His sound 
judgement is demonstrated daily within the number of credit 
related funds that he manages for both Guardian and third 
party funds.

Derrick Knie, M.Fin, CFA
Portfolio Manager – Fixed Income
Derrick Knie is a senior credit analyst with over 20 years of 
market experience, including portfolio management, cross-
market relative value, trading, derivatives, detailed valuation, 
credit analysis and system development. 

Manager Biographies
*As of March 31, 2015
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 For more information:
Hugh MacFarlane, Senior Vice President, Investment  Services hmacfarlane@guardiancapital.com 416.947.4029

Chris Winchell, Vice President, Investment Services cwinchell@guardiancapital.com 416.350.6872

Patrick Poulin, Vice President, Investment Services ppoulin@guardiancapital.com 403.296.3833

Patrick Milot-Daignault, Vice President, Investment Services pdaignault@guardiancapital.com 514.758.9727

Alessandro Sax, Director, Investment Services asax@guardiancapital.com 416.904.4063 

Benjamin Cotter, Associate, Investment Services bcotter@guardiancapital.com 416.350.8007

Greg Priestman, Associate, Investment Services gpriestman@guardiancapital.com 416.947.4006


