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Executive Summary 
ACE Fund Class F units increased 1.3% in July 2017 bringing the Fund’s year to date (“YTD”) return up 
to 8%, a very strong result compared to the S&P/TSX Composite Total Return Index which declined 
0.1% in July and has risen only 0.7% YTD.  

While strong monthly returns are exciting we should note that the Fund benefited from some 
exceptional gains by companies operating in relatively volatile resource sectors.  Within mining, for 
instance, one of our positions gained 27% in the period leading up to its quarterly financial reporting in 
early August.  Similarly, in the energy sector one of our holdings experienced a share price gain of 13% 
under similar circumstances.  As opposed to focusing on short term performance we would rather like 
to emphasize that the ACE Fund‘s track record has now grown to 40 months and our annualized return 
over that time period is 9.9% per year after all fees and expenses.  On a comparative basis our returns 
over this period are exceptional.  Since our launch the S&P/TSX Composite Total Return Index has 
gained only 4.7% per year, while the average Canadian Equity Fund tracked by Morningstar has returned 
4.5% per year.   
 

Fund Performance and Commentary 

  Performance, Net of Fees            Periods > 1Yr. are annualized   Risk                      Annualized 

 1Mo. 3Mo. 6Mo. 1Yr. 3yr. Incep.*  Vol. Beta Corr. 

ACE 1.3% 1.3% 5.9% 12.0% 9.3% 9.9%  10.7% 0.69 0.52 

BM -0.1% -2.1% -0.2% 6.8% 2.6% 4.7%  7.8% 1.00 1.00 

*The Aventine Canadian Equity Fund was launched on March 31, 2014. 
“ACE” is the Aventine Canadian Equity Fund.  “BM” is Benchmark.  The Benchmark is the S&P/TSX Composite Total Return Index.  Volatility is calculated as the 
annualized standard deviation of monthly total returns.  Beta and Correlation of the Fund are calculated against the Benchmark.  
 

Bumping around – The Hazards of Reading Too Much into Monthly Results and Volatility.  

Volatility in share prices is a wonderful thing to us.  This view can be summed up quite simply by the 
expression we have heard many portfolio managers use over the years that “volatility brings 



 

- 2 - 

opportunity”.  Volatility shows that the market is not always as rational as many finance professors 
would have us believe and therefore creates opportunities for active managers to pick up a bargain.  
Periods of higher volatility can bring additional turnover for the Fund, but our emphasis on durable 
momentum in operating performance means that we are not concerned with trying to market time a 3% 
or 4% down move here or there in our core holdings.  We have learned that often times we are better off 
sitting on our hands.   

What we have found particularly interesting in this day and this age of the debate of passive vs. active 
management is that when a stock no longer exhibits the “momentum” characteristics that the market 
has come to reward stocks based upon (i.e. a larger market cap means a larger weight in a passive 
market weighted ETF, which means more flows into a stock) it gets tossed aside, forgotten about and 
left for the short sellers… or nimble managers like Aventine who can take the time to understand the 
company and strategy. We have found that our capital is being increasingly concentrated on 
opportunities such as this. Companies which have numerous catalysts on the horizon, have shown 
considerable market support over the past 12 months or longer, yet have sold off in the short term for a 
variety of reasons (missed expectations, Trump, summer doldrums, etc.). These are the companies 
that we see adding the most value for unitholders as we enter the final months of 2017 as this has 
certainly been true of the first 7 months of the year.  

“Any new ideas?” 

We mentioned a while back in our commentaries that for the protection of unitholders we are going to 
refrain from actively publishing and distributing our holdings on a monthly basis.  While we believe this 
is becoming increasingly important as we have grown our assets under management, we also believe it 
is important to show prospective investors (and existing ones!) how we think.  For this purpose, we 
have spent some time outlining our thesis on a mid-cap name in Canada that we believe has the 
potential to become a staple in small/mid cap manager’s portfolios for years to come.  Highlights 
include significant recurring revenue, great management team, deep pipeline of acquisition 
opportunities and a very sound strategy for at least doubling the size of the business in the next few 
years.  We encourage our readers to keep an eye on our webpage over the next couple weeks or check 
out our twitter handle @aventine_mgmt for its release.   

In closing, we'd like to thank you for your investment with Aventine Asset Management. Your 
partnership is very valuable to us, and we consider ourselves quite fortunate to be managing a portion 
of your capital. 

Best as always,  
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