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Fund Commentary
The S&P/TSX Composite Index was down 10.1% this quarter
on a total return basis.
As uncertainty gripped the market, investors fled the
cyclical sectors and sought safety in the historically stable
sectors. As such, energy and financials negatively
contributed to the S&P/TSX Composite Index, while staples
and communication services positively contributed this
quarter.
Within the energy sector, oil producers led the decline as
West Texas Intermediate (WTI), the benchmark for North
American light crude oil, fell 38% this quarter to US$45 per
barrel. This was a dramatic fall after WTI trended upwards
for the first three quarters of the year, peaking at US$76 in
early October. Western Canadian Select (WCS), the
benchmark for heavy crude in Western Canada, experienced
a more severe decline, at one point dipping to US$13 before
closing the year at US$30.
In the financials sector, the banks were the largest
detractors. Worries about a slowing economy, the softening
housing market and how market uncertainties may impact
the banks’ capital markets and asset management
divisions negatively weighed on stocks.

During the quarter, the Sionna Diversified Income Fund
underperformed its blended benchmark (75% S&P/TSX
Composite Index and 25% Barclays Capital Intermediate
Credit Index (Hedged)).

Positive Contributors
The Fund’s lack of exposure to Encana, a North American
energy producer, positively contributed to performance. Over
the quarter, Encana announced it would be acquiring
Newfield Exploration Company (valued at approximately
US$5.5 billion) and assume US$2.2 billion of Newfield net
debt. This acquisition, in combination with a declining oil
price environment, negatively impacted Encana’s stock
price.
Another positive contributor to performance was Cogeco
Communications Inc. (Cogeco). Cogeco is a cable company
providing internet, television and telephone services in
Ontario, Quebec and the eastern U.S. The company focuses
on suburban and rural areas, which tend to have stronger
barriers to entry than urban cities. We believe that
management has recently been focusing on a reliable
strategy that targets U.S. cable companies. We also believe
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that the stability within cable assets provides downside
protection to the portfolio.
In addition, Suncor Energy Inc. (Suncor) positively
contributed to performance. Suncor is a large integrated oil
and gas company involved in exploration and production, oil
sands, and refining and marketing. Our underweight
position in the name benefited the portfolio as the stock
price weakened in the current oil price environment.
The company has a diversified portfolio of assets that
continues to produce free cash flow. Suncor has an
impressive management team that is focused on the
continuous improvement of operations and on maintaining
a strong financial position.

Performance Detractors
The Fund’s position in Computer Modelling Group (CMG) was
a detractor from performance this quarter. CMG develops
and sells reservoir simulation software to oil and gas
companies. The company detracted from returns as
sentiment towards the oil and gas sector, particularly in
Canada, was negative this quarter. Both the benchmark
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price for North American light crude oil and for Western
Canadian heavy crude oil fell this quarter. A declining oil
price weighed on oil and gas producers, who are CMG’s
customers. Despite a challenging oil price environment, over
the long term, production from unconventional supply
sources is forecasted to increase as the availability of
easy-to-extract oil declines. As such, the demand for CMG’s
products is expected to rise. The company is a dominant
player in a niche market with an excellent performance
history, high margins, strong cash flow and no debt.
PrairieSky Royalty (PrairieSky) also negatively contributed to
performance. PrairieSky is the largest independent owner of
freehold land in Canada and earns fees by leasing rights to
produce oil and gas on its lands to energy companies.
Production volumes have been weak over the past year, so
cash flows have declined, although they remain positive.
PrairieSky maintains conservative payout ratios and has
been using its excess free cash flow, after covering the 4.5%
dividend yield, to buy back shares. The company has no
debt, so it is well positioned to withstand more challenging
environments. The management team is aligned with
shareholders and remains focused on the long term. With
the volatility in oil pricing in Alberta and the ongoing
pipeline capacity issues, there is some uncertainty about
what industry capital spending will be in Western Canada
during 2019. As a landholder, PrairieSky is dependent on

third-party operators to drill on its land, so the company is
exposed to overall activity levels. We continue to think that
PrairieSky is a high-quality company with unique assets
that will be valuable for many years, and the shares offer an
attractive expected return to our estimate of intrinsic value.
Our position in Gluskin Sheff + Associates (Gluskin Sheff)
detracted from the Fund’s performance. Gluskin Sheff is one
of Canada’s largest non-bank private wealth managers.
The company’s stock price was negatively impacted as there
were concerns about the net outflows of assets amid equity
market volatility. We believe the company has an attractive
business model that generates recurring revenues, high
margins and strong cash flows. As owner-operators, the
management team is aligned with shareholders and has run
the business prudently, carrying no debt and consistently
paying a dividend.

Select Buy & Sell Activity
The Fund added Pembina Pipeline Corp. (Pembina) to the
portfolio this quarter. Pembina is an energy infrastructure
company that owns and operates pipelines and other
facilities to transport, process and store oil and gas. It is a
resilient business with stable assets and strong cash flows,
the majority of which is underpinned by guaranteed
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long-term contracts that have neither volume nor price risk.
The company is led by a conservative management team
who operates the business with lower leverage and
maintains a more conservative payout ratio than its peers.
Recently, the pipeline sector has fallen out of favour
partially due to rising interest rates. Available at its lowest
price-to-free-cash-flow ratio in a decade, Pembina is
trading below our estimate of intrinsic value, providing us
with the opportunity to add the name to the portfolio.
Pizza Pizza Royalty Corp. (Pizza Pizza) was another addition
to the portfolio. Pizza Pizza is a royalty company that
generates revenues from the Pizza Pizza and Pizza 73
franchises. The company has a strong position as the
dominant player in the Canadian pizzeria market with more
than 760 restaurants. Pizza Pizza has limited operating
costs and a history of generating strong free cash flow that
is paid out to shareholders through a dividend. The balance
sheet is strong and the founding family still has a
significant stake in the business. Recently, Pizza Pizza has
experienced weak same-store sales that pressured the
stock. We believe these issues are temporary and
exacerbated by the fact that the company is smaller in size
and not well understood. This short-term weakness gave us
the opportunity to purchase Pizza Pizza at a
price-to-free-cash-flow multiple of 10 times and an
attractive yield of approximately 10%.
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Current Positioning

About Sionna

Around the world, investors were concerned about ongoing
trade disputes and slowing global growth. It is anticipated
that borrowing costs will increase as the Federal Reserve is
expected to raise its benchmark interest rate two more times
in 2019. Similarly in Europe, monetary tightening is taking
place as the European Central Bank announced it will stop
its bond-buying program after nearly four years.

Founded in 2002, Sionna is an independent, value
investment firm with over 80 years of experience shared
among its portfolio managers. Sionna believes that value
investing is a craft. It takes discipline and patience and it
is the foundation on which Sionna has grown. As an
independent firm, Sionna runs its business with clients’
best interests in mind and takes a long-term view with focus
only on companies that it believes will help compound its
clients’ capital.

In Canada, investors were also worried about rising rates
but were more concerned with the energy sector. Over the
year, both WTI and WCS prices declined. The differential
between WTI and WCS prices, which has historically been in
the US$15-25 range, widened to US$50 at one point. The
spread narrowed to US$16 at the end of the year. Even still,
oil producers signalled their intention to reduce capital
spending next year, further hampering growth in the already
weakened energy sector.
We are watchful for the next economic downturn but are
more interested in the “secular bull” phenomenon; equities
have historically risen over the long term no matter the
macroeconomic backdrop. Periods of cyclical downturns are
therefore opportunities to enhance long-run returns.
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Contribution Analysis (relative to benchmark)
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Sionna Diversified Income Fund
Quarterly Additions/Deletions
Additions
Pizza Pizza Royalty Corp
Pembina Pipeline Corp.
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Deletions
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FOR DISTRIBUTION TO INVESTORS BY REGISTERED DEALERS ONLY.
Bridgehouse Asset Managers® is a trade name of Brandes Investment Partners & Co.
(Bridgehouse). Brandes Investment Partners® is a registered trademark of Brandes Investment
Partners, L.P. (Brandes LP), which is an affiliate of Bridgehouse. Bridgehouse is the manager of
the Bridgehouse Funds and has hired Brandes LP, Lazard Asset Management (Canada), Inc.
(Lazard), Morningstar Associates Inc. (Morningstar) and Sionna Investment Managers Inc. (Sionna)
as portfolio sub-advisors (collectively, the “portfolio sub-advisors”) in respect of the Bridgehouse
Funds. The foregoing reflects the thoughts, opinions and investment strategies of Bridgehouse
and/or the portfolio sub-advisors and is subject to change at their discretion, based on changing
market dynamics or other considerations. Bridgehouse and the portfolio sub-advisors have taken
reasonable steps to provide accurate and current data. The data has been gathered from sources
believed to be reliable, however Bridgehouse and/or the portfolio sub-advisors are not responsible
for any errors or omissions contained herein. Indices are unmanaged and cannot be directly
invested into. Securities mentioned herein are not to be construed as a recommendation to buy or
sell. Past performance is not a reliable indicator of future results. This material has been provided
by Bridgehouse and is for informational purposes only. It is not intended to provide legal,
accounting, tax, investment, financial or other advice and is not to be construed as a
recommendation to buy or sell. Commissions, trailing commissions, management fees and
expenses all may be associated with mutual fund investments. Please read the prospectus before
investing. Mutual funds are not guaranteed, their values change frequently and past performance
may not be repeated. This report may contain forward-looking statements about the economy, and
markets; their future performance, strategies or prospects. Units and shares of the Bridgehouse
Funds are available through registered dealers only and are not available through Bridgehouse.
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The words “may,” “could,” “should,” “would,” “suspect,” “outlook,” “believe,” “plan,”
“anticipate,” “estimate,” “expect,” “intend,” “forecast,” “objective” and similar expressions are
intended to identify forward-looking statements. Forward-looking statements are not guarantees
of future performance. Forward-looking statements involve inherent risks and uncertainties about
general economic factors, so it is possible that predictions, forecasts, projections and other
forward-looking statements will not be achieved. You are cautioned to not place undue reliance on
these statements as a number of important factors could cause actual events or results to differ
materially from those expressed or implied in any forward-looking statement. Before making any
investment decisions, you are encouraged to consider these and other factors carefully. Where
applicable, please note that MSCI has not approved, reviewed or produced this report, makes no
express or implied warranties or representations and is not liable whatsoever for any data in the
report. You may not redistribute the MSCI data or use it as a basis for other indices or investment
products.
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