
   

We expect the outperformance for Canadian equity 

markets to continue in 2017.  Our benchmark, the TSX Venture index 
(TSXV), was the top performing broad based index that we could find 
worldwide in 2016, returning 45%.  The momentum has clearly turned 
for Canadian small cap equities as sentiment has improved.  Some 
indicators that we track for the TSXV are financing activity, volume, 
value traded and new listings.  All of these were up meaningfully in 
2016 after large declines in 2015.  We expect rising interest rates and 
accelerating earnings growth to provide a strong backdrop for 
equities in 2017, supporting our view that 2017 will be another strong 
year for small cap equities. 

 

From January 19-21st, we are hosting our 4th Annual AlphaNorth 
Capital Conference in Nassau.  This will provide a good source of 
new investment opportunities for us as well as broaden the exposure 
of some of our portfolio companies which are presenting at the 
conference.  It is interesting to note that of the 10 companies held in 
our portfolios in January 2016 (which presented at last year’s 
conference), ALL generated positive returns to December 31 with an 
average return of 95%!  This compares to a return of 14% for the 
remaining 30 companies which were publically traded.  We hope to 
repeat this result in 2017. 

 

Regards, 
 
 
 

Steven Palmer, CFA 
President and CIO 

In November, the Fund performance was 0.5%.  This 

compares to the TSX Venture index return of 3.5% and the TSX Small Cap 
index return of 3.6%.  This marks the 10th consecutive positive month.  The 
Fund continues to be the top-performing mutual fund in Canada year-to-date.  
 
It was disappointing that Canadian Overseas Petroleum (TSXV:XOP) 
experienced a large decline in December.  Unfortunately, the well that the 
company’s partner, Exxon, was drilling turned out to be a dry hole and was 
abandoned without further testing.  The Fund had initiated a position in the 
company earlier in the year in a private placement.  The stock had performed 
well, almost doubling in anticipation of the drill result. While XOP provided the 
fund with a negative shock in December, we still managed to have a positive 
month of performance.  This can be attributed to our mining names which 
contributed positively to returns.   Also, we increased gold equity exposure 
over the past few weeks which benefitted performance.  We are currently 
bullish on gold and gold equities, from both a technical perspective as well as 
from a macro view.  We recently purchased shares of Auryn Resources 
(TSX:AUG), a junior exploration company with properties in Canada and 
Peru. The management team has been successful in the past, taking Keegan 
Resources to production and selling Cayden Resources to Agnico Eagle for 
$205M.  The technical team is very experienced, the company has a strong 
balance sheet, and the work done on the properties thus far has been highly 
encouraging.  2017 is expected to be full of catalysts, with drills turning on all 
five of the company’s assets. We are very confident in this company and with 
a constructive view on the gold price, we believe that this will be a big winner 
for the fund in the coming months.  
  
Current sector allocations are as follows: 19% in energy, 20% in base metals, 
10% in uranium, 3% in diamond, 5% in lithium, 39% in precious metals and 
4% in miscellaneous. 
 

 
PROVEN LONG TERM PERFORMANCE:   

 Management team has a 18.2 year track record of 
generating industry leading returns (18% annualized)** 

  
CAPITALIZE ON THE GROWING GLOBAL DEMAND FOR 
RESOURCES:   

 Diversified exposure of Canadian resource equities with 
attractive risk/reward characteristics.  

  
TAX-DEFERRED SWITCHING BETWEEN FUNDS: 

 AlphaNorth Mutual Fund Limited offers an additional fund 
class with tax-deferred switching:  

 

 AlphaNorth Growth Fund (ANF010, ANF011)  
 Ideal for investors who are seeking exposure to a broad 

range of Canadian small cap equities.  
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Founded in 2007, AlphaNorth Asset Management’s goal is to achieve superior long term returns for investors.  Our value added approach combines the 
successful track record and investment experience of Steven Palmer and Joey Javier who have worked together as a team since 1998 in the investment 
industry.  Presently, AlphaNorth manages the AlphaNorth Partners Fund, a long biased small cap focused hedge fund, the AlphaNorth Resource Fund and 
the AlphaNorth Growth Fund. 
 
Key Personnel: 

 

Steven Palmer is the President and CEO of AlphaNorth Asset Management.  Mr. Palmer started his career in the investment industry in 1995 on the sell side 
of the business before transitioning to the buy side in 1997.  Most recently, from July 1998 to August 2007 he was employed as Vice President - Canadian 
Equities at one of the world’s largest financial institutions where he managed the Canadian equity assets of approximately $350 million.  Mr. Palmer managed 
a pooled fund focused on small capitalization companies from inception in 1998 to August 2007 achieving returns that were ranked #1 in performance by a 
major fund ranking service in their small cap pooled fund category (35.8% annualized over 9 years as compared to 10.0% for the   S&P/TSX Composite and 
13.0% for the BMO Weighted Small Cap Total Return Index) over the same period.  Mr. Palmer also managed a large cap fund which was ranked in the first 
quartile for the following time periods:  one year, two year, 3 year, 4 year, 5 year and 10 year.  Mr. Palmer earned a BA in Economics from the University of 
Western Ontario and is a CFA. 

 

Joey Javier is Vice President and Secretary of AlphaNorth Asset Management.  Mr. Javier started his career in the investment industry in 1997 as an Equity 
Trader for one of the world’s largest financial institutions where he worked together with Mr. Palmer as the equity team.  Mr. Javier was responsible for all 
equity and money market trading as well as back-up for the fixed income portfolio manager.  Mr. Javier has a BA in Economics from York University and is a 
CIM. 

  

The AlphaNorth Resource Fund (the “Fund”) is an open-ended mutual fund . The investment objective of the Fund is to generate strong returns by 
investing in Canadian resource companies that offer attractive risk-reward characteristics. The Fund invests primarily in junior and intermediate 
Canadian resource companies, and will evaluate industry and company fundamentals to evaluate investment opportunities which offer the most 
attractive risk-reward characteristics. AlphaNorth believes that superior long term investment returns are achievable by exploiting inefficiencies in the 
Canadian small to medium-cap universe through careful security selection.  Fundamental analysis of companies is used in combination with technical 
analysis techniques, which have proven to be successful, to assist in the timing of buy/sell decisions.  The firm combines both a bottom-up and top-
down strategy in the selection of investments offering the best risk/reward characteristics.   


