November 2017 Management Update
TMX: UDA.UN
Dear Investor,
Equity markets in the United States (S&P500) rose 2.2% to end October. Canada was up
2.5% (S&P/TSX Composite Index) as oil (“WTI”) ascended 5.2%. Europe (Euro Stoxx
50) gained 2.2% while Japan (Nikkei 225) added 8.1%.
It has now been one year since the election of President Trump and what a long, strange
trip it has been. To say that the performance of financial assets over the last twelve months
has exceeded expectations would be a gross understatement. The S&P500 has added close
to 450 points and well over $2 trillion of market value to its underlying companies.
Markets initially soared after the election on hopes of tax reform but have been propelled
by excellent corporate earnings from synchronized global growth. The market has
shrugged off the political uncertainty of populism in Washington and focused on the
backdrop of low inflation, cheap money and strong profits.
One concern coming on the horizon is the end of cheap money. Central banks, since 2009,
have provided markets with negative real interest rates to stimulate economic activity.
Initially, this was done to fend off another great recession but as this threat dissipated the
new goal has been to get inflation back above 2%. This has proven difficult in the 21st
Century as globalization has subdued domestic wage growth and technological innovation
has opened up competition in new markets, driving down prices.
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Low U.S. inflation has given the Federal Reserve (“The Fed”) the ability to keep interest
rates low and lower unemployment. The Fed has surprised itself at the duration of
prolonged low rates. Over the last few years, Fed members have made predictions on the
future path of interest rates and have been way off. Luckily, this current Fed has been data
dependent and has opted to keep rates low than stubbornly follow through on its forecasts.
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Now, there are fewer unemployed people in the U.S. today than before 2007 which makes
it difficult to justify hyper-simulative monetary policies.
Historically inflation tends to be a lagging indicator, often not peaking until well into a
recession. Currently housing and energy prices (as represented by the S&P/Case Schiller
National Home Price Index and the Consumer Price Index for All Urban Consumers:
Energy) are up 6.1% and 6.4% respectively in the last twelve months. These should both
work their way into inflation numbers giving the Fed ammunition to raise interest rates in
2018. The Fed will most likely be cautious and wait for U.S. inflation to be above 2.0%
for a sustained period of time before acting. However, it appears inflation is coming
nonetheless. Until then, the U.S. economy is healthy, growing and on a footing of
accommodative monetary policy. The managers of the Fund still favour cyclical sectors
of the economy over defensive in this environment, but are monitoring inflation as a
bellwether for global equity markets.
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The North American Free Trade Agreement (“NAFTA”) is in the process of being
renegotiated by all three parties with little progress being made. The White House is
pushing hard for reforms to NAFTA in manufacturing, especially auto production . The
U.S. is asking for automobiles to have 85% North American parts in every North American
made car, up from 62.5%. The White House also wants 50% of all cars produced under
NAFTA built in the U.S. Both of these demands align with President Trump’s voter base
in Midwestern states. The U.S. wants to reverse the trend of high tech Asian parts (and
jobs) making their way into North American auto production. This congress between
Mexico, Canada and the U.S. is far from over. Ultimately, NAFTA has been a real winner
for all three nations but certain regions have been economically hurt. Concessions from
Mexico and Canada should come to maintain the agreement. Until then expect to see
heightened volatility in the Canadian Dollar, since the U.S. is by far Canada’s largest
trading partner and any disruption on trade will be initially viewed as negative. This selloff will most likely be temporary as Canada is a net importer of manufacturing and a major
exporter of energy to the U.S. which should stabilize the exchange rate.
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The Organization of the Petroleum Exporting Countries (“OPEC”) and Russia are set to
meet at the end of the month. The organization is set to discuss extending the current
production cuts for another nine months. Saudi Arabia appears to be in favour of this
extension as it prepares to sell off a part of its national oil company, Saudi Aramco. The
Saudi Kingdom wants to use the proceeds from the sale to invest in public infrastructure to
help diversify its economy away from oil production. The wild card is Russia. They are
viewed to be in no rush to extend cuts, rather see how current cuts play out. Recent SaudiRussia relations indicate that the Russians will support their Saudi friends but is not official.
Managers of the Fund believe that the energy sector will be a strong performer in 2018.
WTI prices holding firmly above $50 is a major turning point for the financial health of
exploration and production companies. One company in particular that will benefit from
this increase in WTI is Occidental Petroleum (NYSE:OXY). Occidental is U.S. based
exploration and production company. OXY is the largest operator in the Permian Basin,
producing over 300,000 barrels of oil equivalent (“boe”) in the region (OXY produced
633,000 boe in Q3 2017). OXY is set to increase the number of wells it has in the Permian
Basin to 44 from 28 in Q4 2017. These wells are in some of the best strategic zones of the
Basin and expected to yield 20-30% more boe than peers. OXY has been laser focused on
costs, driving down operating expenses per boe to $8.14 a barrel which is a decrease of
37% since 2014.

Source: Occidental Investor Relations

Coming through the last three years of pain in the oil sector has made OXY into an
incredibly efficient operator. Currently OXY is well on its way to being cash flow neutral
at $40 a barrel (dividend with flat production). At $50 a barrel, management expects that
production can grow between 5-8%. Now that the U.S. has allowed for the exportation of
domestic oil, OXY is one of the few companies in the U.S. with a clear path to growing
production with internally generated cash flow.
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We believe that energy stocks such as OXY will be a strong performer in 2017 and 2018.
We believe U.S. dividend-paying equity securities that possess a combination of low
volatility and high profitability will significantly and disproportionately benefit from the
continued U.S. economic expansion.
Unitholders are reminded that the Caldwell U.S. Dividend Advantage Fund offers a
Distribution Reinvestment Plan (“DRIP”) which provides Unitholders with the ability to
automatically reinvest distributions and realize the benefits of compounded growth.
Unitholders can enroll in the DRIP program by contacting their Investment Advisor.
The opinions, estimates and projections contained herein are those of the author as of the date hereof and are subject
to change without notice. The author makes every effort to ensure that the contents herein have been compiled or
derived from sources believed reliable and contain information and opinions, which are accurate and complete.
However, the author makes no representation or warranty, express or implied, in respect thereof, takes no
responsibility for any errors and omissions which may be contained herein and accepts no liability whatsoever for any
loss arising from any use of or reliance on this report or its contents. Information may be available to the author,
which is not reflected herein. This report is for information and discussion purposes only and must not be construed
as an offer to sell, or solicitation for, or an offer to buy, any securities. This report should not be considered as
investment advice or a recommendation of any particular security, strategy or investment product. Information
presented herein, is obtained from sources we believe reliable, but we assume no responsibility for information
provided to US from third parties. Caldwell Investment Management Ltd. and Caldwell Securities Ltd. are whollyowned subsidiaries of Caldwell Financial Ltd. Officers, Directors and employees of Caldwell Financial Ltd. and its
subsidiaries may have positions in the securities mentioned herein and may make purchases and/or sales from time to
time.
You will usually pay brokerage fees to your dealer if you purchase or sell units of the Fund on the Toronto Stock
Exchange (TSX). If the units are purchased or sold on the TSX, investors may pay more than the current net asset
value when buying units of the Fund and may receive less than the current net asset value when selling them.
There are ongoing fees and expenses associated with owning units of an investment fund. An investment fund must
prepare disclosure documents that contain key information about the fund. You can find more detailed information
about the Fund in these documents. Investment funds are not guaranteed, their values change frequently and past
performance may not be repeated.
Certain statements herein are forward-looking statements, including those identified by the expressions “anticipate”,
“believe”, “plan”, “estimate”, “expect”, “intend”, “feel” and similar expressions to the extent they relate to the Fund.
Forward-looking statements are not historical facts but reflect the current expectations of the author regarding future
results or events. Such forward-looking statements reflect the author’s current beliefs and are based on information
currently available to it. Forward-looking statements involve significant risks and uncertainties. A number of factors
could cause actual results, distributions, or events to differ materially from current expectations. Some of these risks,
uncertainties and other factors are described in the Fund’s prospectus. Although the forward-looking statements
contained herein are based upon assumptions that the authors believe to be reasonable, the authors cannot provide
assurances that actual results will be consistent with these forward-looking statements. The forward-looking
statements contained herein were prepared for information and discussion purposes only and may not be appropriate
for other purposes. The author assumes no obligation to update or revise them to reflect new events or circumstances,
except as required by law.
The Fund may or may not continue to own the securities referenced herein and, if such securities are owned, no
representation is being made that such securities will continue to be held. Investing in the Fund is subject to risks as
further described in the Fund’s public disclosure documents, including the Fund’s prospectus. No part of this material
may be reproduced in any form, or referred to in any other publication, without the author’s express written permission.
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