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Pendragon is a global macro hedge fund focused on finding undervalued assets. The Fund begins with a top down view of
the global economy, followed by in-depth fundamental research at the industry and company specific level. Pendragon looks
for opportunities around the world where other investors start to feel uncomfortable.

MONTHLY REVIEW
The equity markets sold off significantly in the month of October. Fear of a financial crisis, as in 2008, was the best case
explanation. There was only one problem with that thesis, there was no stress in the credit markets. History suggests that
there are a few sign posts to determine whether there is financial stress in the economy. The St. Louis Fed Financial Stress
Index has a reading of close to -1, which suggests that financial conditions are good. For prospective, the index was close to
1 in 2000 and it had a reading of 5 in 2008. The interest rate spread between high quality bonds (AAA-rated) and low quality
bonds (CCC-rated) was close to 3.5% as at November 6, 2018. In the run up to 2000 and 2008 this spread was above 6%,
peaking at 15% in the 2001-2002 period, and at over 25% in 2008-2009. With regards to the action by the Federal Reserve
(“Fed”), the yield curve has yet to invert and conditions are still good for credit creation. Finally, the relationship between the
yield on the 2-year Treasury Bill and the effective fund rate is positive, suggesting that the credit market does not think the
Fed is raising interest rates too fast. Simply put, the credit market is not signalling and did not give any early warning that
the global economy is heading for a financial crisis. Sorry, no 2008 event yet. The correction in the equity market is just that
-– a correction. High quality companies are now on sale.
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Returns are annualized for periods greater than one year. | Source of Returns is Fundata. | Results are net of fees.

THEMES
1) Digital transformation
2) The subscription economy
3) Global economic digital platform
4) Big data
5) Deregulation

TOP HOLDINGS
1) Microsoft Corporation
2) Micron Technology Inc.
3) Amazon Com. Inc.
4) Salesforce Com. Inc.
5) Adobe Systems Inc.

FOR MORE INFORMATION
For more information on this month’s Commentary and Investment Themes visit our website at
www.caldwellinvestment.com/pendragon.
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FUND DETAILS

INCEPTION DATE - SEPTEMBER 15, 2016

Management Fee

1.00%

Performance Fee*

20%

RRSP Eligible
Auditor

Yes
Deloitte LLP

Subscriptions

Monthly

Legal Counsel

McCarthy Tetrault LLP

Liquidity

Monthly

Administrator

SGGG Fund Services

Custodian
Caldwell Securities Ltd.
$25,000
Minimum Investment
*Based on perpetual high watermark using series accounting, no reset, no hurdle rate.

PORTFOLIO MANAGER
James Thorne
Chief Capital Market Strategist & Senior Portfolio Manager
jthorne@caldwellinvestment.com

Dr. James E. Thorne is the Chief Capital Market Strategist and Senior Portfolio Manager at Caldwell Investment
Management Ltd. He is also a member of Caldwell’s Investment Risk Committee.
From February 2001 to September 2014, he held various senior investment management positions at M&T
Bank and its wholly owned subsidiary, Wilmington Trust Investment Advisors, Inc. in the U.S., including Chief
Investment Officer of Equities, Managing Director and Chief Capital Market Strategist. During his tenure, he
was responsible for the management of approximately $23 billion in assets and developed small, mid and largecapitalization investment strategies which employed a combination of quantitative and qualitative analysis and
achieved top-quartile performance.
Dr. Thorne received a Ph.D. in Economics in the fields of Finance and Industrial Organization from York University
in June 1993 and was subsequently employed as a Professor of Economics and Finance at the Schulich School
of Business and at Bishop’s University.

To schedule a meeting with the Caldwell Team
or for more information on our strategies, contact us at:
1-800-256-2441 | 416-593-1798 or funds@caldwellinvestment.com
Visit our website at www.caldwellinvestment.com
The Fund is available on a private placement basis only to residents of Canada who are qualified “Accredited Investors”
as defined under National Instrument 45-106 Prospectus Exemptions and who are resident in Canada. This material is for
information purposes only and does not constitute an offering memorandum or an offer or solicitation in any jurisdiction in
which an offer or solicitation is not authorized. Please read the Fund’s Offering Memorandum before investing. Prospective
investors should rely solely on the Offering Memorandum which outlines the risk factors in making a decision to invest. The
indicated rates of return are historical annual compounded total returns net of fees and expenses paid by the Fund, including changes in unit value and reinvestment of all distributions, but do not take into account sales charges or income taxes
payable by any security holder that would have reduced returns. Investments in the Fund are not guaranteed, their values
change frequently and past performance may not be repeated. Investment losses do and may occur, and investors could
lose some or all of their investment in the Fund. The information herein does not consider the specific investment objectives,
financial situation or particular needs of any prospective investor. No assurance can be given that the Fund’s investment
objective will be achieved or that investors will meet their investment goals. Prospective investors should consult their
appropriate advisors prior to investing. Information presented herein is obtained from sources we believe reliable, but we
assume no responsibility for information provided to us from third parties. Caldwell Securities Ltd. and Caldwell Investment
Management Ltd. are wholly-owned 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. This information may not be reproduced for any purpose or provided to others in whole or in part
without the prior written permission of Caldwell Investment Management Ltd. All information and opinions indicated herein
are subject to change without notice. Inception date: September 15, 2016.
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