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Ben Horwood, president of Value Contrarian Asset Management, eked out a small profit, 

for the year. He's seen here in in the CIBC Tower, home of his company offices, in 

downtown Montreal on Aug. 18, 2010.  
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More years than not, Canadian stocks chosen in the Montreal 

Gazette’s annual summer stock-picking challenge have 

outperformed the Toronto Stock Exchange index.    

 

Not in year 13. 

 

The six participating portfolio managers who last August 

selected two stocks they felt would outperform were given a 

rough ride by the past year’s choppy, volatile markets. 

 

Only four of the 12 stocks picked by the pros had positive 

returns (dividends included) over the 12 months. The median 

return was minus 6 per cent, several points below the TSX’s loss 

in the same period. 

 

Only one portfolio manager, Ben Horwood of Value Contrarian 

Asset Management, eked out a small profit, the fourth time 

he has finished first overall. 

 

Horwood’s 2014 selections were Empire Co. and RONA 

preferred shares. Empire, which owns the Sobey’s food chain, 

was the single best performer in the challenge this year, 

generating a total return of 20 per cent. But a 19-per-cent drop 

by the RONA preferreds ate away most of it. 
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“It would have been better choosing RONA common shares. 

Fundamentally, the company is doing well. Unfortunately, 

interest rates did the opposite of what most people expected, 

they went down instead of up, so the preferreds got hit,” 

Horwood said. 

With the option of keeping or replacing his choices for this 

year’s challenge, Horwood is switching up, opting for 

engineering firm SNC-Lavalin ($39.81) and oil company Suncor 

($36.60). 

“It’s a contrarian play on an oil recovery. Oil’s down 50 per cent 

from its peak. They’re both involved in that sector. It’s better to 

be buying when things are out of favour. Who knows what can 

happen? You might see consolidation, or supply disruptions.” 

Norm Raschkowan, senior partner at Sage Road Advisors Inc. 

and the 2014 challenge leader, got a 9-per-cent return from 

selection Rogers Communications, but Morguard REIT negated 

that by falling 12 per cent. 

He’s sticking with Morguard ($15.26). “It was a poor performer 

over the past year, but I still view REITs as attractive in a low-

interest-rate environment, offering attractive income yields with 

some growth potential. Morguard is a diversified REIT and its 

dividend equates to a 6.2-per-cent yield. There is potential for its 

income to grow as it releases the space vacated by Target, which 

reduced its retail occupancy level to 88 per cent from 97 per cent 

one year ago.” 



Rogers is out, replaced by Canadian Imperial Bank of 

Commerce ($91.47). 

“I still like Rogers, but the choice of CIBC highlights my view 

that the banks are particularly underappreciated today by 

investors. Also, I think that Rogers (and the cable industry 

generally) will continue to face regulatory challenges while 

CIBC and the other banks should benefit as confidence in the 

economy returns and they gain share in wealth management. It 

also has a 4.7 per cent dividend,” Raschkowan said. 

Bassam Kadi of MacDougall, MacDougall MacTier had a 2-per-

cent gain with 2014 pick Shaw Communications and a 6-per-

cent loss from Potash Corp. He’s keeping both. 

Potash ($34.07), which raised its dividend, “has low-cost assets 

at a time when barriers to entry are very high,” he said, and bad 

weather in the U.S. is helping its nitrogen business. 

Shaw ($26.78) has a solid fiber-based network and the 4 per cent 

dividend will appeal to income-starved investors, he said. 

Brian Pinchuk of Lorne Steinberg Wealth Management is 

sticking with both his 2014 selections, insurer Manulife ($22.56), 

which returned 7 per cent, and uranium producer Cameco 

($18.69), which dropped 14 per cent. 

“Since Japan’s nuclear disaster, the entire uranium industry has 

taken it on the chin,” he said, but “uranium is an essential part of 



the long-term global energy picture. Cameco is extremely well 

run and a world leader in low-cost production.” 

Manulife, like most insurers, figures to do well as interest rates 

rise, has been expanding internationally and is well positioned to 

take advantage of growth in Asia, he said. “This, combined with 

a stronger capital position and the potential for yield curve 

improvement, points to increased profitability and dividends 

going forward.” 

Jean-Paul Giacometti of Claret Asset Management, whose 2014 

choices were farm lender Input Capital (minus 7 per cent) and 

newspaper publisher Torstar (minus 35 per cent), is keeping 

Input ($2.44) but replacing Torstar with SNC-Lavalin. 

Giacometti said SNC has brought in experienced managers and 

emphasized ethical practices since the controversies of recent 

years, and its current share price “greatly undervalues the 

engineering and construction businesses” and its roughly $12 

billion in contracts, he said. 

Torstar, worst performer of the challenge stocks this year after 

being one of the best in 2013-14 when it surged 34 per cent, is 

coping with steeper-than-expected declines in revenue from 

print advertising and may have to cut its dividend, Giacometti 

said. 



Jeff Tory of Pembroke Asset Management had negative 

numbers from both his 2014 picks: Redknee Solutions (minus 3 

per cent) and Points International (minus 33 per cent). 

Points ($13) is staying. “The stock struggled due to the loss of a 

long-serving loyalty program, but in 2016 the company should 

benefit from investments undertaken in recent years,” he said. 

“Important client wins and the role of the company in increasing 

customer engagement with the loyalty programs should lead to 

multi-year revenue and earnings growth.” 

Redknee is out, replaced by DHX Media ($8.59), a producer and 

distributor of film and TV programs. Redknee is having 

integration issues after an acquisition, Tory said, while DHX 

Media’s stock price has fallen after it lost the licensing deal for 

Disney programming to rival Corus Entertainment. “They are a 

significant content creator,” Tory said, and “the reboot for 

Teletubbies could provide a significant boost to the bottom line 

through merchandising and licensing revenue.” 

pdelean@montrealgazette.com 

 


