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The equity rally that began a year ago and continued in the first quarter, extended its gains in April supported by; 
the effective vaccination rollout and re-opening Stateside, robust macro data and US President Joe Biden’s bold 
$1.8 trillion infrastructure program boosted the S&P 500 +5.3% (USD), the TSX (+2.2% in C$; 4.6% in US$), Europe 
(+4.0% in USD), Asia-Pacific (+1.4% USD) and China (+1.3%USD). The MSCI AC World rose +4.2% (USD) with all 
major regions scoring gains. One surprising development that we under estimated has been the massive move in 
the Canadian Dollar (CAD) vs. the US Dollar (USD). The CAD has appreciated by over 14% vs the USD in one year to 
over $0.8140! In our work and with discussions with many leading economists, most had assumed “fair value” for 
the CAD of approx. $0.78 vs the Greenback. Many try to explain the possible reasons why this has occurred, with 
currency experts saying that it may be due to a combination of the strength in oil prices and the huge move in 
commodities. Others mention the fact that interest rate differentials between Canada and the US are in Canada’s 
favor in shorter term maturities (Canadian interest rates being higher than their US counterparts). Whatever the 
reasons, the rise in the USD has had an impact on US Dollar denominated investments such as the Heward Global 
Leaders Fund and strategy. Looking forward, short term we don’t see any reasons for this trend to change, longer 
term, we see the CAD possibly in a trading range between $0.76 - $0.85 depending on oil and other commodity 
prices.  

The Heward Global Leaders Fund is just that – a global fund, and has approximately 50% of its investments in the 
United States. The MSCI World Index, which represents 23 Developed Markets countries with 1,586 constituents, 
the index covers approximately 85% of the free float-adjusted market capitalization in each country. Two facts to 
note: Canada’s weight in the index is only 3.2% vs the US with a weight of over 66%, many see (including us) 
that the US market arguably as one of the most expensive markets (by various valuations) in the world.  

“Excesses in one direction will lead to an opposite excess in the other direction.  
There are no new eras — excesses are never permanent.”   

-Former Merrill Lynch Strategist Bob Farrell 

Source: Scotiabank/Bloomberg Source: MSCI / Morgan Stanley   



We won’t opine if the CAD is over or undervalued vs. the USD, rather we encourage investors to have a “non-
Canadian investment allocation” and over the longer term, have their US and foreign investments priced and 
valued for performance in both USD and CAD to see the effects of currency swings.  

 

INTERESTING CHART FROM STRATEGAS RESEARCH LLP.  

Source: Strategas 

COMMODITIES 

Note the top 10 companies of the world as of 12/31/2019, there were no energy, material or industrial companies, 
only one bank and with the exception of Tencent, all were American based. When we look at valuations, in each of 
the 10 yr. periods, the respective “hot sector / area” had stretched valuations in both absolute and relative terms. 
Today with technology / Internet companies dominating the top ten by market value, remember history and how 
companies valuations can fluctuate. Quoting legendary strategist Bob Farrell: There are no new eras — excesses are 
never permanent. Whatever the latest hot sector is, it eventually overheats, mean reverts, and then overshoots. As 
the fever builds, a chorus of "this time it’s different" will be heard, even if those exact words are never used. And of 
course, it — Human Nature — never is different.” 

There are various reasons for the strength in commodities, possibly led by various shortages due to COVID-19 curtail-
ments and shutdowns, a strong economic recovery in the US combined with demand from China and the rest of the 

world, several commodity prices have screamed higher to multi-year highs and records. The CRB Index soared 8.0% in 
April, with Natural Gas (+12.4%) and Copper (+12.1%) leading while crude oil (WTI +7.5%; Brent +5.8%) and the pre-
cious metals space, Silver (+6.1%) and Gold (+3.6%) also posting decent gains. With the vaccine rollout accelerating, 
global economies recovering (and in some cases surging,) and the USD weakening, the macro-economic backdrop 
remains supportive of commodities. Most commodities have already enjoyed a strong ride in the past year. Copper, 
for instance, exceeded US$4.50/lb. in April, which is essentially back to the highs seen in 2011. Other commodities 
such as iron ore, steel, lumber, corn, soybeans, wheat, coffee, cotton, and lean hogs stand at multi-year highs, with 
some of them at record highs. Canada and Australia are two countries that are major beneficiaries of a strong com-
modity complex, hence the strength in their currencies. 



 
Source: Anderson Economic Research  

COMMODITY PRICES APRIL 2020 – APRIL 2021 

Source: Anderson Economic Research  

LUMBER PRICES AT ALL TIME RECORD PRICES!  

As we wrote last month, while policymakers have provided tremendous support for the economy with both mone-
tary and fiscal stimulus, the lockdowns have reduced supply, destroying it in some cases. As a result, we are now 
seeing evidence of supply shortages in everything from materials and logistical support to labor. Lumber prices for 
example recently were around US$1325msft versus US$350 a year ago with plywood (Oriented Strand Board) prices 
have gone from US$295msft to over US$1000! Some building experts are saying that if you can actually find the ma-
terials and labor, the cost to build a typical 1800 square foot home in 2021 will be $35-40,000 more expensive! In 
other commodities, steel, copper and other industrial metals have also substantially gone up in price. No inflation? 
The higher costs will pressure margins, particularly with respect to the second and third quarters and many compa-
ny managements are very concerned about the impact of strong commodity prices. When you combine the various 
governments increasing taxes, increasing minimum wages (and the demand for labor very strong), corporate earn-
ings (and Price to earnings multiples) may come under pressure later this year.  

SOURCE: Bloomberg Apr 28 2021     SOURCE: Yahoo Finance 



IN SUMMARY 

Ironically, in the last week of April stocks shed some of their gains from earlier in the month likely on some 
profit taking tied to jitters linked to the risks presented by a higher tax regime proposed by the Biden Admin-
istration (including a higher capital gains tax) and investors beginning to see an inflation risk which appears to 
be a justified worry as supply chain disruptions caused by the pandemic surface across a number of industries 
and push up costs for business and prices for consumers. Beyond the torrent of liquidity and stimulus coming 
from Washington, recent economic data suggests once again that with the US economy reopening, things are 
getting better and both consumer sentiment and business confidence is improving on the back of the significant 
success in getting increased numbers of the US population vaccinated. A big question remains about when will 
the largesse of outsized monetary accommodation and super-sized fiscal policy prove to be too much for the 
economy to digest successfully. We believe inflation will in fact be a reality and do not see it as being transitory 
like consensus believes. This could further impact fixed income securities and high multiple growth stocks espe-
cially those who’s growth may be slowing somewhat due to higher input costs especially commodities / labor.   

As we wrote last month, we thought the bar for an “upside surprise” for corporate results was quite high and 
we were not disappointed. According to Oppenheimer Research, as of May 1st the first quarter earnings season 
has seen over 300 of 500 companies in the S&P 500 report profits up 50.56% on average on the back of an 
11.3% increase in revenues. Eight of the S&P 500’s 11 sectors have posted positive earnings growth with cyclical 
sectors such as Energy, Materials and Consumer Discretionary and Financials all have seen the largest upward 
analyst estimate revisions. For the Heward Global Leaders Fund and strategy, we maintain good exposure to 
these sectors except energy.  

Our global investment thesis continues to factor in the excess liquidity fueling a stronger-than-expected eco-
nomic recovery and we remain positive on global markets despite the fears of higher rates and taxes.  

For now, we believe the rise in rates and fear of increased taxes will likely see increased volatility, so we stand 
ready to add exposure into the economic recovery theme if / when the correction plays out. For style we prefer 
a barbell approach maintaining exposure to growth in what is likely to remain a low interest rate environment 
even as bond yields move higher in response to what we expect will be strong economic expansion in the US 
that will in turn help with a global economic recovery. With economies reopening, stimulus abundant, and fed 
policy uber-accommodative, US GDP growth is likely to run hotter than most forecasts.  

We are in a new economic and stock market cycle that we would argue began a year ago. Therefore, our bar-
bell approach has the fund and our global investment strategy focused on the financial, industrial, material, and 
technology sectors, complimented on the other end with leading global health and consumer companies and 
some gold exposure. We have solid exposure to Japan and we believe there are significant opportunities for in-
vestment gains in that part of the world. 

HIGHLIGHTING A FEW OF OUR “NEW HOLDINGS” 

CI FINANCIAL CORP 

A Canadian based company, their CEO Kurt McAlpine embarked over a year ago to transform the company and ex-
pand its wealth management business and to globalize the company. CI is looking to create a leading private wealth 
platform in the U.S. and has a geographically diverse platform currently of 10 firms with ~330 employees. It manages 
roughly $30B of client assets with a 40% EBITDA margin. This past year, the platform saw 9% net new asset growth. 
CIX has also improved its product offering for clients, some of which include a launch of a private equity product, 
expanded liquid alternatives and they launched a Bitcoin fund among other offerings.  

CIX management believes they started off 2020 as an unknown firm in the U.S. and ended it being one of the fastest-
growing wealth management platforms with a New York Stock Exchange listing. CIX is inexpensive and looks cheap 
using various metrics. The stock is trading at 9x earnings, 6x EV/EBITDA with a dividend yield of 3.7%. Various ana-
lysts see the company trading at an ~30% discount to its North American peers on average. Last quarter, manage-
ment and two Board members substantially increased their holdings in the company which we see as a positive sign.  

 



 

UBS GROUP AG 

UBS is one of the leading wealth managers and in the world. This business includes one of the largest private banks 
in the world (AUM $3.1tr) and a large-scale asset manager. UBS is the market leader in Switzerland in wealth 
management and banking. With interest rates increasing globally, we see the financial sector benefiting after years 
of declines (especially in net interest margins and fee compression due to collapsing interest rates). We also believe 
that managements across the industry have had a focus on increasing reserves and to shore up their capital bases. 
UBS new CEO Ralph Hamers, took over as CEO on 1st November 2020 and was given a mandate to improve 
shareholder returns and reduce the risk profile of the bank. Management has stated that their efficiency plans target 
a cost savings plan of at least $1b per year which is and will be invested in growth initiatives especially wealth 
management. Also, UBS has a very detailed and comprehensive ESG strategy and has a goal of being a leader in ESG 
in the industry.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

We see UBS Group’s valuation being extremely compelling for the largest Private Bank in the world. UBS is trading at 
1.1x Book Value, 9X earnings and a return on equity north of 10%. The company has a strong growing wealth 
management platform in Asia and the United States, two fast growing markets, generating substantial cash flow and 
earnings for the bank enabling them to grow the dividend, build up capital on the balance sheet and to increased 
share buybacks. A “sum-of-the-parts” valuation approach and “normalized earnings” could see the stock appreciate 
to 17-18CHF from 14CHF currently. Rising interest rates will be a beneficiary for UBS and the other global banks we 
own. If we are right that 10yr US Tres. yields move back to 2019 levels and European yields go back into positive 
territory, rising interest rates will be a beneficiary for UBS and the other global banks we own. We see the risk / 
reward being very favorable for global financial stocks over the longer term.  

SOURCE: Bloomberg Apr 28 2021     

SOURCE: Bloomberg  



 

THE HEWARD GLOBAL LEADERS FUND AND STRATEGY 

The Heward Global Leaders Fund and strategy seeks to generate consistent returns over the long term by identifying high-
quality growing global businesses that are attractively priced. The companies we invest in are leaders in their respective busi-
ness field, have high defendable barriers to entry, great management teams, with solid balance sheets and high returns on in-
vested capital and consistent return of capital via dividends. Essentially, we Invest in global, high quality stocks, gaining expo-
sure to opportunities not generally seen in Canada.  

THE HEWARD GLOBAL LEADERS FUND AND STRATEGY CORE INVESTMENT THEMES  
 
• Technology / Digital 
• E-Commerce 
• Demographics: Rise of the Millennial and Gen Z & Health and lifestyle of the aging population 
 Infrastructure Spending  
 Gold 

Heward Investment Management Inc.’s primary objective with this document is to provide timely information in respect of current developments in 
the financial marketplace and as such it may not provide sufficient detail for investors to make fully informed investment decisions. Although we 

endeavour to provide accurate information there is no guarantee that such information is accurate as of the date it is received or that it will continue 
to be accurate in the future. All opinions are based on our analysis and interpretation of this information and constitute our judgment as of the date 

hereof and are subject to change without notice. Copyright © 2021 Heward Investment Management Inc. No portion of this article can be 
reproduced in any form in whole or in part without the express written permission from the copyright holder. This document is the opinion of the 

Portfolio Manager of the Heward Global Leaders Fund. 
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For more information or to schedule a meeting; 

Geoffrey Heward, Portfolio Manager & Senior Vice-President 
The Heward Global Leaders Fund & Strategy 

Phone (Direct): 514-979-3441                                                        
Email: gheward@heward.com 
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