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Canadian Yields U.S. Treasury Yields

U.S. 10-2 Year Spreads U.S. High Yield Spreads

U.S. 10-yr yield has increased 2.5x since 
June 2020, reaching 1.62% on May 28, 

2021, exceeding the pre-pandemic level of 
1.5% in February 2020

Canadian 10-yr yield has almost 
tripled since June 2020, reaching 
1.49% on May 31, 2021, in-line 
with the pre-pandemic level of 

1.4% in February 2020
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Weekly Jobless Claims (US 000’s) COVID-19 Fiscal Spending (% of Real GDP)

U.S. Manufacturing PMI Crude Oil Pricing (US$)
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• Telecom giant AT&T (NYSE: T) announced a deal on May 17 to combine its 
content unit, WarnerMedia, with Discovery (NASDAQ: DISCA). T would unwind 
its original US$85B acquisition of Time Warner and form a new media company 
with Discovery which could result in a new enterprise value as high as US$150B

• Amazon (NASDAQ: AMZN) announced on May 26 that it plans to acquire MGM 
Studios for US$8.5 billion. MGM Studios has a catalog of more than 4,000 films 
and 17,000 TV shows

• Announced on March 15, Rogers Communications (TSX: RCI.B) agreed to 
purchase all outstanding class A and B shares of Shaw (TSX: SJR.B) at a 70% 
premium to Shaw’s Class B share price at the time of announcement.
Ø The transaction, valued at ~$26B, received approval by the Court of 

Queen’s Bench on May 25 and is expected to close in the first half of 2022
• The S&P 500 Communications Services Index has underperformed the S&P 

500 Index over the last 12 months by 11.9%

Communications Services Sector Overview

Source: Company Filings, CNBC, S&P Capital IQ
(1) S&P 500 Communications Services Index and S&P/TSX Capped Communication Services Index (equal-weighted)
(2) Indexed to $100
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Sector News

• QTD, the CPMT’s communication services holdings returned 3.32% while the 
blended benchmark returned 4.68%. Comcast (NASDAQ: CMCSA) and 
Activision Blizzard (NASDAQ: ATVI) returned 6.03% and 4.57%, respectively

• In March 2021, the Fund chose to enter a position in ATVI at a conviction rating 
of 2. ATVI boasts best-in-class intellectual property with their flagship franchises 
and is poised as a market leader within the e-sports industry

• In April 2021, the Fund chose to enter a position in CMCSA at a conviction 
rating of 2. CMCSA is well-positioned to outperform over the next year, driven 
by economic recoveries and vaccine rollouts supporting the NBCU and Sky 
segments. This position received funding through the sale of TELUS (TSX: T)

• Previously, the CPMT held TELUS (TSX: T) as its sole holding in the sector due 
to its stable and high dividend income. The Fund decided to sell the position to 
focus on more growth-oriented names where capital appreciation opportunities 
were better 

Communications Services Holdings Overview
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• Comcast (NASDAQ: CMCSA) recorded net revenues of US$27.2B, an adjusted 
EPS of US$0.76 in Q1 2021, and generated US$5.3B of FCF, relating to 
increases of 2.2%, 7.0%, and 58.8% YoY, respectively

• Cable revenues were US$15.8B, a 5.9% YoY increase, led by the addition of 
380,000 cable customers, totalling 33.5mm.
Ø Broadband churn has continually decreased for the past 13 quarters, 

resulting in a record-low figure for the Company
• Media revenues were US$5.0B, a 3.2% increase YoY. The Company’s 

streaming service, Peacock, initiated 9mm new unique subscribers in the U.S. 
throughout the quarter, bringing the platform to 42mm users
Ø The addition of “The Office” and its exclusive domestic streaming rights to 

the WWE Network contributed largely to this increase
• The CPMT believes that CMCSA's diverse product portfolio and competitive 

positioning will be a key driver in the Company's outperformance going forward

Communications Services Holdings Update

Source: Company Filings
7

Comcast CMCSA Free Cash Flow Over Time (US$B)

• Activision Blizzard (NASDAQ: ATVI) recorded net revenues of US$2.28B, EPS 
of US$0.79, and operating cash flow of US$844mm in Q1 2021, relating to 
increases of 27%, 22% and 470% YoY, respectively

• The Activision segment had revenue grow 72% YoY, driven by Call of Duty 
(COD): Black Ops Cold War and Warzone in-game revenues, strong premium 
sales, and Call of Duty Mobile. 
Ø The introduction of COD free-to-play has led to a new record of 150 mm 

MAU in the quarter, more than tripling the figure over the last two years
• The Blizzard segment saw a revenue growth of 7% YoY, led by solid growth in 

the Warcraft franchise. The Overwatch League (OWL) signed a multi-year 
partnership with Bilibili Gaming for exclusive rights to broadcast league games 
to the platform’s passionate and growing OWL fanbase in China

• the CPMT believes that ATVI's broad portfolio of video game titles coupled with 
the rapid growth of the video game industry justifies the CPMT’s conviction in 
the name

Activision Blizzard Activision Blizzard Monthly Active Users (mm)
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Consumers 

Portfolio Managers: Jack Morgan, Abhishek Sewak
Investment Analysts: Emily Chen, Adrianna Dolata, Wesley Sherrard, Karlen Slater
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• The Consumer Discretionary sector has outperformed the S&P 500 by 12.2% 
from May 2020 to May 2021
Ø The global vaccine rollout and the gradual reopening of the North American 

economy are major contributors to the sector’s outperformance
• U.S. and Canada disposable income levels have seen an overall upward trend 

since the onset of the COVID-19 pandemic, and personal spending levels have 
also recovered to pre-COVID-19 levels

• Brick-and-mortar operators that do not have online platforms experienced a 
decline in revenue and profit
Ø The move to online shopping is a consumer trend that is anticipated to 

continue throughout the remainder of 2021
• In 2020, overall M&A activity in the Consumer Discretionary sector dropped 

42.2% in value to US$157.65B from US$272.71B
Ø The hotels, restaurants, and leisure sector saw the most M&A activity in Q4 

2020, followed by trading companies and distributors sector

Consumer Discretionary Overview

Source: BEA, IBIS World, S&P Global Market Intelligence, Statistics Canada
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Recent Sector Trends and Outlook U.S. Monthly Disposable Personal Income and Personal Spending (US$B)

• Recent Transactions
Ø November 2020: Home Depot Inc. (NYSE: HD) purchased HD Supply 

Holdings for US$10.3B in November 2020
Ø December 2020: U.S. holding company Inspire Brands Inc. completed its 

purchase of Dunkin’ Brands Group Inc. for US$12.3B, making it the second 
largest restaurant operator in the U.S.

Ø April 2021: Peloton completed its acquisition of Precor Inc., a commercial 
fitness equipment provider, for a purchase price of US$420mm

Ø May 2021: Amazon (NASDAQ: AMZN) announced that it will acquire MGM 
for a purchase price of US$8.7B

• Since the beginning of the COVID-19 lockdowns, many retailers have filed for 
bankruptcy
Ø Companies include Lord & Taylor, J.C. Penney, Aldo, Neiman Marcus, 

Roots USA, GNC, Pier 1, Stein Mart, and Brooks Brothers Group

Recent Developments Canada Quarterly Household Disposable Income and Consumption ($B)
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• Aritzia (TSX: ATZ) reported net revenues of $267.5mm for Q4 2021, a 2.9% 
decrease YoY attributed to occupancy restrictions and 39 boutique reclosures
Ø The decline was partially offset by strong E-commerce growth (+81.1% YoY)

• Adjusted net income was $17.7mm, compared to $23.4mm in Q4 2020
• Gross profit margin increased to 38.5%, up from 37.3%, due to higher 

Fall/Winter product sell-through and government wage subsidies
• ATZ continues to expand its omnichannel strategy, achieving successful rollouts 

of its client app, Fit Analytics, Afterpay, and Digital Concierge during the quarter
• To support the acceleration of U.S. sales and E-commerce growth, ATZ has 

increased its inventory position to $171.8mm (up from $94mm in Q4 2020)
• ATZ expects to deploy $55mm to $60mm in growth capital during 2022 for 

investments in boutique network expansion, technology infrastructure, and a 
50% capacity increase at its Vancouver DC distribution center

Consumer Discretionary Holdings 

Source: Company Filings, S&P Capital IQ, Street Research
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Aritzia Q4 2021 Results and Key Developments ATZ Quarterly Sales by Segment ($mm)

• lululemon athletica (NASDAQ: LULU) reported net revenue of US$1.2B for Q1 
2021, an 88% increase YoY, with adjusted earnings per diluted share of 
US$1.16, up from US$0.23 in Q1 2020

• LULU continues to maintain a strong balance sheet, ending Q1 with US$1.2B in 
cash and cash equivalents and a 17% YoY increase in inventory

• To strengthen its international presence, LULU opened two new stores in Asia 
Pacific, resulting in a total of 523 locations worldwide

• In accordance with its ‘Power of Three’ growth strategy, LULU launched 
‘lululemon Like New’ in Q1 2021 as its first re-commerce program

• LULU plans to further expand its product pipeline through the ‘Science of Feel’ 
platform, core franchise extensions, and inclusive size ranges

• On January 31, 2021, LULU finalized purchase price allocation for its acquisition 
of MIRROR, an in-home fitness company with an interactive workout platform
Ø MIRROR is expected to earn revenues of US$250mm to US275mm in 2021

lululemon Q1 2021 Results and Key Developments LULU Quarterly Sales by Segment (US$mm)
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• The Consumer Staples sector has underperformed the S&P 500 especially in 
the last six to seven months

• Some companies, including Procter & Gamble (NYSE: PG), have noted a large 
holdback to increasing revenues attributed to raw material and transportation 
costs

• Consumers have yet to see the effect of this cost inflation; PG and Colgate-
Palmolive (NYSE: CL) advised that they have not yet made any price increases

• In the Alcohol and Tobacco sectors, Altria (NYSE: MO), the owner of Marlboro, 
has seen a YoY decline in sales due to a down shift in the use of cigarettes and 
combustible tobacco

• Anheuser-Busch (NYSE: BUD) and other alcohol-related companies have seen 
growth due to demand increasing through the pandemic

• Dry weather creating a low supply of certain commodities has increased prices 
due to demand for exports overseas

Consumer Staples Overview 

Source: Company Filings, S&P Capital IQ, The Globe and Mail
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Sector Trends and Outlook Staples Index vs S&P 500 (Indexed to $100)

Major Players’ Performance (Indexed to $100) Commodity Pricing (Indexed to $100)
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• Costco Wholesale Corporation (NASDAQ: COST) reported US$1.2B in 
earnings during Q1 2021 ($2.75/share) compared to US$838mm ($1.90/share) 
in Q1 2020 (31% increase YoY)

• The Company experienced a total revenue increase of 21.7% YoY driven by 
growth in all segments, in particular e-commerce, which saw 41.2% YoY sales 
growth

• COST incurred US$57mm in COVID-19 related costs, primarily from the US$2 
per hour bonus provided to all front-line workers
Ø Moving forward, COST has implemented a permanent wage increase for 

hourly employees
• The Company currently operates 809 warehouses, including 559 in the U.S. 

and Puerto Rico, 105 in Canada, and the remaining in select international 
locations. During FY 2021, COST plans to open 21 new warehouses

• COST’s popular food sampling is returning to 170 U.S. locations in June and 
several locations have started to reopen food court seating

Costco Wholesale Corporation

Source: Company Filings, IBIS World, S&P Capital IQ
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Q3 2021 Results and Recent Developments COST Performance vs Blended Benchmark YTD (Indexed to $100)

Quarterly Sales (US$mm)

• The warehouse clubs & supercentres industry has performed in line with COST 
YTD and has also underperformed the CPMT Blended Benchmark
Ø This is largely attributed to decreased spending and increased 

unemployment due to the COVID-19 pandemic
• Target (NYSE: TGT) performed above its peers during the last year due to 

gains in market share
Ø Strong growth in E-commerce and same-store sales largely attribute to its 

outperformance
• The industry is looking to grow over the next five years due to an expected 

economic rebound after the COVID-19 pandemic containment
• With a growing number of individuals prioritizing value and convenience, E-

commerce is projected to continue growing
• The containment of the COVID-19 pandemic will resolve many supply chain 

issues incurred by the retail industry over the last year

Industry Overview
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Energy

Portfolio Managers: Jack Morgan, Abhishek Sewak
Investment Analysts: Emily Chen, Adrianna Dolata, Wesley Sherrard, Karlen Slater
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• Global economic activity has recovered significantly since the beginning of the 
COVID-19 pandemic, resulting in a corresponding increase in energy usage
Ø Q1 2021 consumption was only ~0.7% less than Q1 2020

• While U.S. oil demand has increased due to vaccination efforts and eased 
restrictions, India’s consumption has decreased due to a sharp spike in cases
Ø Diverging COVID-19 trends continue to affect price forecasts

• Overall, positive macroeconomic indicators and continuing production restraints 
from OPEC+ has caused crude oil prices to rise in Q1 2021, with Brent 
expected to average US$65/bbl in Q2

• Oil production levels are expected to keep pace with rising demand, despite Q1 
2021 production decreasing 8% YoY due to cold weather outages in February
Ø U.S. crude production is expected to reach 11.8 mmbbl/d in 2022

• The CPMT views rising prices and demand as a revitalizing opportunity for 
energy producers to recover from losses experienced during COVID-19

Industry Outlook

Source: EIA, Government of Alberta
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Key Developments and Outlook Cushing Storage vs Maximum Capacity (mmbbl)

WTI vs Brent vs WCS Pricing (US$/bbl) Global Production vs Consumption (mmbbl/d)
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• Enbridge (TSX: ENB) Q1 2021 results highlighted Distributable Cash Flow 
(DCF) of $2.8B in Q1 2021 compared to $2.7B in Q1 2020 

• Adjusted earnings were $1.6B ($0.81 per share) versus $1.7B in Q1 2020 while 
adjusted EBITDA was $3.7B in comparison to $3.8B in 2020

• ENB expects full-year 2021 EBITDA to be within the guidance range of $13.9 to 
$14.3B and a 5 - 7% cash flow growth through 2023

• ENB plans to put $10B of its secured capital program into service in 2021
• ENB sold 49% of its interests in three French offshore wind projects under 

construction to CPP Investments
• The Company announced the development of a 20 MW green hydrogen project 

in Quebec
• ENB sanctioned the 448 MW Calvados offshore wind farm with a 20-year fixed-

price PPA agreement

Q1 2021 Results

• In 2020, Michigan Governor revoked an easement permit first granted in 1953 
that allows ENB's Line 5 Project to cross the Straits of Mackinac waterway, 
giving the Company until May 12, 2021 to comply
Ø ENB has since challenged the Governor's actions, arguing that only the 

federal government can pass judgement on the safety of a pipeline
Ø Canada and ENB have cited a 1977 treaty between Canada and the U.S. 

designed to ensure “uninterrupted transmission by pipeline” of petroleum, 
but Michigan’s Attorney-General believes this has no bearing on the dispute

• There is renewed interest in both crude and LNG exports off the U.S. 
Gulf Coast, an opportunity ENB believes it is ideally positioned to capitalize on

• Key outlooks in Midstream Energy for 2021 include lower capital spending, 
focus on climate policy and regulation, and broad increase in DCF

• Delayed upstream recovery, weaker counterparty credit quality, and accelerated 
energy transition are key risks in the sector for 2021

Recent Developments and Midstream Outlook NTM EV/EBITDA vs Peers(1)
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CNQ LTM FCF Yield vs Peers 2021E EV/DACF

Canadian Natural Resources 

• Canadian Natural Resources Limited (TSX: CNQ) achieved net earnings of 
$1.4B tin Q1 2021, an increase from the $1.3B net loss in Q1 2020

• Total production volumes were 1,246 mboe/d overall, a new record quarterly 
production number for CNQ; this represents a YoY increase of 6% from Q1 
2020 and an increase of 4% from Q4 2020. 

• Liquids production reached 979,352 bbl/d, while the corporate natural gas 
production averaged 1,598 mmcf/d

• Despite current increased energy costs in the sector, CNQ reduced operating 
costs ~5% YoY in Oil Sands Mining and Upgrading

• Over the quarter, CNQ’s balance sheet strengthened, largely due to FCF 
generation of $1.4B after capital expenditures and dividends, and reduction of 
net long-term debt by $1.4B due to a productive quarter

• Management attributed the increase in earnings to efficient operations and 
increased commodity prices as demand for oil continues its recovery

Q1 2021 Results

• Global commodity prices increased worldwide, especially in the energy sector 
due to OPEC+ production cuts along with other macroeconomic factors, such 
as the vaccine rollout

• Although peers in the industry cut or removed dividends in Q1 2020, CNQ has 
shown resilience through the pandemic and has actually increased its dividend 
payout throughout

• Management expects FCF growth over 2021 to be higher than anticipated due 
to forecasted commodity prices

• CNQ continues to look for more ways to lower costs while also looking to 
diversify the current asset base as much as possible over the next few years

• Supported by an extremely strong Q1, the CPMT believes CNQ is well-
positioned for growth as energy demand has recovered significantly over the 
last 12 months, and the Fund expects this increase to continue as stay-at-home 
regulations loosen with vaccine rollouts

Investment Thesis and Outlook

Source: Company Filings, IEA, S&P Capital IQ, Street Estimates, The Globe and Mail
(1)     Peers include: TSX: CVE, IMO, MEG, SU (equal-weighted return)
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Financials

Portfolio Manager: Kian Sadeghi
Investment Analysts: Eric Xiao

17



• QTD, the CPMT Financials holdings returned 7.7% compared to the Blended 
Benchmark return of 4.3%. Brookfield (TSX: BAM.A) and JPMorgan (NYSE: 
JPM) returned 7.4% and 7.9%, respectively. Over the holding period, Royal 
Bank of Canada (NYSE: RY) increased 5.2%

• In April, the Fund initiated a position in RY, predicated on ESG tailwinds and 
leadership in the Canadian banking space. The position was funded through a 
swap with Toronto-Dominion Bank (TSX: TD) as a means of preventing bank 
overexposure

• Financials continue to outperform in anticipation of rising interest rates amidst 
high inflation numbers (April CPI rose 4.2% YoY) and impressive earnings due 
in part to capital markets activity and lower loan loss provisions

• Optimism regarding the ongoing COVID-19 reopening coupled with strong 
consumer confidence (most recently reported at 87% of pre-pandemic levels) 
reassures the CPMT that Financials will continue to perform in the short-to 
medium-term

Financials Sector Overview

Sources: Bloomberg, Company Filings, S&P Capital IQ, Refinitiv Eikon
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Sector Holdings Overview

• Canadian banks appear to believe the worst of COVID-19 has passed, as TD 
and RBC posted the reversal of loan-loss reserves to the tune of $377mm and 
$96mm, respectively

• In May, HSBC announced its plan to exit the U.S. retail banking space. In 2020, 
HSBC’s U.S. wealth and personal banking segment reported a loss of $547mm, 
compared to a $5B profit in Asia. This transition is part of HSBC’s broader plan 
to shift its focus to wealth management and international banking in Asia

• Elon Musk’s tweet that Tesla (NASDAQ: TSLA) had suspended vehicle 
purchases using Bitcoin coupled with China’s newly imposed restrictions 
regarding cryptocurrency transactions spurred a bout of crypto volatility, wiping 
out ~US$780B of global crypto market value since the high in May

• The SPAC frenzy seen in the latter half of 2020 and early 2021 appears to be 
slowing. Q2 2021 only saw six new SPAC IPOs enter the market, whereas by 
this time in Q1, 55 SPAC IPOs had been completed

Sector News 

3 Year Financials Sector vs Blended Benchmark Return (Indexed to $100) Daily Global Cryptocurrency Market Value in May 2021 (US$T)
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• Brookfield Asset Management (NYSE: BAM) reported Q1 2021 revenues of 
US$16.4B, corresponding to a net income of US$3.8B and EPS of US$0.77

• FFO per share of US$1.80 more than tripled since Q1 2020 as a result of strong 
operations, increased capital deployment in its funds, and disposition gains 
totalling US$6.4B (US$1.8B for BAM and US$4.6B for its clients)

• BAM highlighted its activity in the early stages of fundraising for its next round of 
flagship funds, targeting US$100B of capital

• Unrealized carried interest grew to US$4.7B from US$3.2B in 2020. BAM 
expects US$2.2B of gross carry to be realized within the next three years

• BAM formally agreed to privatize Brookfield Property Partners (TSX: BPY); 
unitholders of BPY may choose to receive proceeds of US$18.17 per BPY unit 
in the form of cash, preferred shares, or BAM.A shares

• BAM’s revised cash and share-based bid for Inter Pipeline (TSX: IPL) valued at 
$19.75 per share, which implied a 4.4% premium to Pembina Pipeline 
Corporation’s (TSX: PPL) share-based offer, was rejected in favour of PPL

Financials Holdings Update

Sources: CNBC, Company Filings, S&P Capital IQ
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Brookfield Asset Management

• JPMorgan Chase & Co. (NYSE: JPM) reported Q1 2021 revenues of US$32.3B 
and EPS of US$4.50, representing a 14.1% and 477% YoY increase

• Q1 saw net reserve releases of US$5.2B, indicating JPM’s optimism regarding 
macro-economic conditions. For context, the Firm added US$6.8B to credit 
reserves last year

• Corporate & Investment Banking revenues increased 46% to US$14.6B, and 
net income grew 189% YoY to US$5.7B. Growth is attributable to Total Banking 
revenue, which rose 74% to US$4.5B, led by 222% YoY growth in Investment 
Banking revenues to US$2.9B

• Total Markets and Securities Services recorded a healthy 37% increase in 
revenues to US$10B. Equities Trading revenue spiked 47% to US$3.3B amidst 
strong markets, beating consensus estimates by US$1B

• Given the Federal Reserve’s commitment to remain accommodative along with 
heightened consumer savings, the CPMT believes that the economy is poised 
for a strong rebound, making JPM an attractive holding

BAM Q1 Accumulated Unrealized Carried Interest (US$B)

JPMorgan Chase & Co. Trading Performance vs Blended Benchmark (Indexed to $100)
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• In Q2 2021, Royal Bank of Canada (NYSE: RY) reported net income of $4.0B 
and EPS of $2.76, corresponding to YoY increases of 171% and 176%, 
respectively 

• Throughout the quarter, RY released $96mm of Provisions for Credit Losses 
(PCL). In the same quarter last year, the Firm added $4.6B to its reserves due 
to fears of pandemic-related loan losses

• RY’s Capital Markets segment reported a net income of $1.1B, up $966mm 
from the year prior. This growth is due to record Corporate and Investment 
Banking revenues, as a result of higher M&A activity, equity and debt origination 
in the U.S., and loan syndication activity

• The dividend payout remained consistent from Q2 2020, with $1.5B in common 
share dividends paid out this quarter

• The CPMT believes that macroeconomic trends, the release of credit loss 
provisions, and RY’s leading market share in its largest business lines will act 
as tailwinds for RY going forward

Royal Bank of Canada

Sources: Company Filings, S&P Capital IQ
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Q2 2021 Overview Q2 2021 Segmental Revenue Breakdown ($B)

Quarterly Loan-loss Provisions ($mm) Trading Performance vs Blended Benchmark (Indexed to $100)
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• The COVID-19 pandemic created the need for rapid innovation within the Health 
Care industry to solve issues and create products and services to address 
COVID-19 guidelines

• The mRNA vaccine technology used in Moderna (NASDAQ: MRNA) and Pfizer 
(NYSE: PFD) COVID-19 vaccines teach our cells how to create proteins to 
prevent COVID-19
Ø This technology has potential for future vaccines that protect against multiple 

diseases
• Companies that produce vaccines, test kits, and manufacture or supply medical 

equipment are likely to benefit the most after COVID-19
Ø Governments will invest in these products to mitigate future resurgences of 

COVID-19 and other potential pandemics
• Digital Health Care services have become popular during the pandemic and are 

expected to continue disrupting the industry after COVID-19

Industry Outlook

Source: CDC, Deloitte Insights, Our World in Data, S&P Capital IQ
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COVID-19 / Vaccine Impacts COVID-19 Vaccine % by Country (at Least One Dose)

Health Care Spending in Well-Being and Early Detection of Diseases (US$B) Health Care Sector vs S&P 500 (Indexed to $100)
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• Abbott Laboratories (NYSE: ABT) reported sales of US$10.5B, representing a 
35.5% YoY increase (5.7% YoY increase excluding COVID-19 related 
revenues) 
Ø GAAP diluted EPS was US$1.00 and adjusted diluted EPS was US$1.32, 

reflecting 103.1% growth compared to Q1 2020
• Recent Developments

Ø In January, Medicare and Medicaid expanded reimbursement coverage 
eligibility for Abbott’s MitraClip device

Ø In March, Abbott announced the U.S. launch of NeuroSphere, a platform 
that enables communication between patient and physicians

Ø In April, the FDA approved emergency use of ABT’s BinaxNOW COVID-19 
self test. This over-the-counter test has recently begun distribution to 
retailers across the U.S.

• The Company’s COVID-19 tests generated US$2.2B in sales this quarter, down 
from US$2.4B in the previous quarter

Abbott Laboratories

Source: Company Filings, Street Research, S&P Capital IQ
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Q1 2021 Highlights Key Developments & Outlook

RHS Net Debt (US$B) vs LHS Unlevered FCF (US$B) Trading Performance vs Health Care Sector (Indexed to $100)

• ABT lowered its full-year 2021 adjusted EPS guidance to be in the range of 
US$4.30 to US$4.50
Ø Although falling below its US$5 target, this revised outlook still reflects 

strong, double-digit growth compared to the prior year
• The Company pointed specifically to the reduction in COVID-19 case counts 

globally, now forecasting total COVID-19 testing sales of US$4B - US$4.5B, 
down from the previous range of US$6.5B to US$7B

• The CPMT believes ABT is a premier health care company beyond its COVID-
19 testing tailwinds in FY 2020
Ø ABT’s impressive diabetes franchise continues to be a market leader
Ø ABT's organic base business growth is accelerating and new product 

launches are expected in FY 2021
• ABT's has net debt of US$10.1B, low when compared to its peers. The CPMT 

expects management to take advantage of its balance sheet position by either 
buying back more stock or pursuing M&A to reinvigorate growth
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• Zoetis (NYSE: ZTS) reported revenue of US$1.9B and net income of 
US$559mm in Q1 2021, realizing growth of 22% and 32% YoY, respectively

• The Companion Animal segment achieved 34% operational revenue growth, 
attributed to strong sales results for the recently launched Simparica Trio brand, 
as well as sales from ZTS’ diagnostic franchise

• The Livestock segment achieved 8% operational growth, driven by key account 
penetration and herd production expansion in the swine and cattle portfolio
Ø ZTS’ acquisition of Fish Vet Group further contributed to this increase

• U.S. revenues grew 19% YoY to US$933mm, while international revenues grew 
27% YoY to US$922mm, driven by strong results in China (+88%), Chile 
(+48%), and Australia (+32%)

• ZTS received EU approval for Solensia in Q1 2021, the first injectable mAb for 
the alleviation of osteoarthritis-related pain in cats
Ø Approvals for Fostera PCV MH and Exenel RTU EZ were granted in China

Zoetis

Source: Company Filings, S&P Capital IQ, Street Research
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Q1 2021 Financial Highlights

• COVID-19 has accelerated pet ownership rates, with Millennial and Gen-Z 
generations the most likely to spend large amounts on pet health care

• In Q1, new patients contributed 3% of overall clinic growth, with revenue per 
visit increasing by 10% and the number of clinical visits increasing by 12%

• ZTS’ dermatology portfolio (Apoquel and Cytopoint) in the Companion Animal 
segment has benefitted from these trends, especially as COVID-19 stay-at-
home orders have resulted in owners being more attuned to their pet’s health

• Increased adoption of veterinary diagnostics has improved the quality of pet 
health care, with ZTS’ VetScan Imagyst capitalizing on the rapid growth of the 
US$500mm fecal diagnostics market

• ZTS is currently outperforming the S&P 500 Health Care Sector Index
Ø Catalysts for ZTS include consistent Companion Animal segment growth, 

diagnostic franchise developments, and future product launches

Key Developments & Outlook

Quarterly Sales by Segment (US$mm) Trading Performance vs S&P 500 Health Care Sector (Indexed to $100)

$0

$500

$1,000

$1,500

$2,000

$2,500

Dec-19 Mar-20 Jun-20 Sep-20 Dec-20 Mar-21

Companion Animals Livestock

7.70% CAGR

$90

$100

$110

$120

$130

$140

May-20 Aug-20 Nov-20 Feb-21 May-21

S&P 500 Health Care Index NYSE: ZTS



 $85

 $100

 $115

 $130

 $145

 $160

Jun-20 Aug-20 Nov-20 Feb-21 May-21

S&P 500 Health Care Index NASDAQ: ISRG

• Intuitive Surgical (NASDAQ: ISRG) revenue increased 18%  YoY to US$1.3B in 
Q1 2021, higher revenue in Q1 can be attributed to growth in da Vinci 
procedures and system placements

• All areas of the Company saw YoY growth in Q1 2021, instruments and 
accessories saw revenues increase by 14%, procedures by 16%, and system 
placements by 30%

• Net income for ISRG in Q1 2021 reached US$426mm, compared with 
US$314mm in Q1 2020, adding to the Company's cash, cash equivalents, and 
investments, making a total of US$7.2B 

• ISRG’s da Vinci Surgical System installed base jumped up to 6,142 systems at 
quarter-end in comparison with 5,669 at the end of Q1 2020, representing an 
8% increase, along with the increase in systems

• A 16% increase in procedures YoY came from the use of the da Vinci product 
line while other product lines procedures also increased through the quarter

Intuitive Surgical

Source: Company Filings, S&P Capital IQ
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Financial Highlights

• The CPMT is confident in maintaining its position in ISRG, given its industry 
leading AI and technological developments

• As the impacts of COVID-19 had decreased in February and March, the 
company experienced a steady improvement in the number of surgeries 
worldwide, especially in China and other Asian markets. 

• ISRG is expecting clinical trials associated with company equipment to increase 
over Q2 2021 and throughout the rest of the year, resulting in a positive outlook 
for revenue growth

• The spread of COVID-19 across Europe varied dramatically and resulted in little 
change regarding surgery numbers. Product growth rates varied to the extreme 
by country but experienced no negative impact in Europe

• ISRG is seeking to re-open and re-establish the financial guidance program 
previously offered, allowing leasing and alternative financial agreements for the 
da Vinci systems

Key Developments & Outlook

Q1 Sales Growth By Business Segment (YoY) Trading Performance vs Health Care Sector (Indexed to $100)
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• Thermo Fisher Scientific (NYSE: TMO) reported earnings of US$2.3B 
($7.21/share) vs US$788mm ($2.94/share) in Q1 2020

• TMO achieved organic revenue growth of 53% YoY, driven by products and 
services addressing COVID-19 including test kits

• TMO generated US$2.9B in revenue related to COVID-19 products and 
services in Q1 2021, down from US$3.2B in the previous quarter

• The Life Science Solution segment led growth with 129% YoY, and Specialty 
Diagnostics grew 65% YoY

• The Analytical Instrument segment also grew 22% YoY driven by strong growth 
in GC-MS and the material and structural analysis business

• During the quarter, TMO acquired Groupe Novasep SAS (US$25M), Mesa 
Biotech (US$200M), and has entered into a definitive agreement to acquire 
PPD Inc (NASDAQ: PPD)

Thermo Fisher Scientific

Source: Company Filings, Credit Suisse, S&P Capital IQ
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Financial Highlights

• TMO has outperformed above the Blended Benchmark during the last year due 
to increased revenue from COVID-19 related products and services

• Investors are concerned with TMO’s outlook due to the eventual decrease in 
demand for COVID-19 testing products and services

• TMO expects to generate US$7.3B in COVID-19 contributions in 2021 
compared to US$9.4B in the LTM

• The CPMT believes that TMO is well-positioned to sustain peer-leading organic 
growth post-pandemic due to its increased ability to fund growth investments 
and durable vaccine/therapeutics tailwinds

• TMO is beginning to see a strong rebound in its core business as revenue 
excluding COVID-19 has increased 25% since hitting its bottom in Q2 2020

• The Fund expects TMO to continue its role as a leading consolidator within the 
Life Sciences industry, with a multiple expansion offering potential for additional 
upside

Key Developments & Outlook

Quarterly Revenue (US$mm) Trading Performance vs Health Care Sector (Indexed to $100)
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• The U.S. and Canadian Industrials sectors have outperformed their respective 
markets by ~6% YTD

• The U.S. ISM Manufacturing PMI continues to stay above the 60 level YTD, 
having recently marked its 12th straight month of expansion in the manufacturing 
sector and the U.S. economy

• Companies in the sector are experiencing labour shortages, which is adversely 
impacting their capacity to meet rising demand. This is also increasing the 
backlog of orders

• Companies are reporting the longest materials delivery times since 1987, 
coupled with rising raw materials’ prices, leads the CPMT to believe that the 
sector’s margins may compress in the short-term

• The Fund also believes that the railway industry is expected to outperform this 
year, since many of these operators have the pricing power to pass higher 
transportation costs onto customers

28

Sector Outlook

• North American airlines are starting to see air travel reach pre-pandemic levels, 
with the TSA screening more than 1.9mm passengers at U.S. airports on 
Memorial Day weekend

• The U.S. Department of Defense requested US$715B for its 2022 budget, an 
increase of ~US$10B from 2021
Ø Boeing (NYSE: BA) and General Dynamics (NYSE: GD) expect to receive 

the largest contracts as a result, with ~US$20B being allocated between the 
two companies

• SpaceX won a US$2.99B contract for the exclusive rights to develop a Moon 
Lander for NASA’s Artemis Missions, beating out competitors Blue Origin and 
Lockheed Martin (NYSE: LMT), Northrop Grumman (NYSE: NOC), and Draper

• Aircraft production is expected to rise in the coming years with many airlines 
having to renew old fleets. This has supported the recovery of BA, General 
Electric (NYSE: GE), and Honeywell’s (NASDAQ: HON) aviation units

Sector News

Trading Performance vs Blended Benchmark (Indexed to $100)

Industrials Sector Overview

Source: Company Filings, S&P Capital IQ,  Refinitiv Eikon
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• Canadian National Railway (TSX: CNR) reported Q1 2021 revenues of $3.5B, 
showcasing that the Company’s top-line has reached pre-pandemic levels 

• Fuel efficiency improved by 4% YoY to 0.92 US gallons of locomotive fuel 
consumed per 1,000 gross ton miles
Ø As a result, the Company expects to see lowered costs and reduced CO2

emissions
• Management expects the economic recovery to fuel growth, noting optimism for 

exports of potash, U.S. grain, and refined petroleum products
• CNR recently updated its 2021 outlook, now expecting DD EPS growth, 

compared to initial guidance in the HSD range. The Company expects to see 
grain shipments as its primary growth driver, with coal serving as a possible 
tailwind

• The CPMT will continue to monitor its position in the name, citing concerns 
around CNR’s operational performance and shareholder returns relative to 
North American peers

Canadian National Railway

Source: Company Filings, IBIS World
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Q1 2021 Overview

• CNR recently made a bid to acquire Kansas City Southern (NYSE: KSU) after 
rival Canadian Pacific’s (TSX: CP) initial offer for KSU. CNR offered a 21% 
premium to CP’s proposal

• The offer is valued at ~US$33B, which will be funded with a mix of equity and 
debt. CNR plans to issue US$19.3B of new debt to complete the transaction

• The combined entity is estimated to generate annual EBITDA synergies of $1B. 
CNR expects its total addressable market to increase by $8B annually by 
having greater access to Mexico

• KSU shareholders will own ~12% of the combined entity and four KSU directors 
will join CNR’s board

• Regulators will evaluate if CNR could hold a monopoly on networks coming 
from the Gulf of Mexico, especially for crude-by-rail transportation. CNR has 
stated that it is willing to divest parts of these networks to comply with regulators

CNR - KSU Merger
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• Waste Connections (TSX: WCN) reported a 3.2% YoY revenue increase in Q1 
2021, corresponding to a ~30% YoY EPS increase

• A boost in overall performance this quarter is attributed to accelerating solid 
waste activity, with volumes up 2.6% YoY in March
Ø This positions the industry for DD price and volume growth in Q2 2021

• E&P waste collection revenue continues to lag relative to other segments, with 
revenues down ~60% when compared to pre-pandemic levels

• Volumes for recovered commodities (recycled commodities, landfill gas, and 
renewable energy credits) were collectively higher by ~55% YoY when adjusting 
for acquisitions. As a result, WCN saw margin improvements of ~100 bps

• The CPMT believes that improving macro trends will continue to accelerate 
waste volumes and pricing growth, which will ultimately contribute to a strong 
operating and financial performance for WCN

Industrials Holdings Update

Source: Company Filings, IBIS World
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Waste Connections

• Cintas’ (NASDAQ: CTAS) quarterly revenues are nearing pre-pandemic levels, 
with the most recent figure falling ~1.7% YoY. However, CTAS’s Q3 2021 
Diluted EPS rose by 9.7% YoY due to improving margins

• The Company’s strong earnings throughout the COVID-19 pandemic are 
attributed to its sanitization products and personal protective equipment’s sales 
that helped businesses maintain clean and safe facilities

• CTAS has paid dividends for 37 consecutive years since its IPO, with the 
annual dividend increasing every year
Ø In October 2020, CTAS’s Board of Directors changed the Company’s 

dividend policy from an annual dividend to quarterly dividends
• The CPMT believes that the Company’s growth remains intact with 

management continuing to emphasize significant opportunities with greater 
market penetration

Cintas

LHS WCN Yearly Acquisitions Value (US$B) vs RHS Total Acquisitions 2021 Uniform Services Market Share
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• The 10-Year U.S. Treasury Yield has risen 177% since June 1, 2020. Higher 
interest rates and inflation expectations have adversely impacted the sector due 
to its high growth profile and long duration earnings

• Semiconductor demand has reached new heights amidst the COVID-19 
pandemic, driven by surging demand for electric vehicles, 5G smartphones, and 
personal computers
Ø Conversely, there has been a relatively low supply of semiconductors due to 

geopolitical tensions and supply chain disruptions 
Ø Due to supply/demand discrepancies, the prices of semiconductors and 

electrical components increased by over 20% in 2020 and have risen by 
~7% YTD

• U.S. President Joe Biden has signed an executive order that would prevent U.S. 
entities from investing in Chinese companies related to the defence and 
surveillance sectors. The list is expected to grow as more companies are 
identified

Information Technology Sector Overview 

Source: CNBC, Refinitiv Eikon, S&P Capital IQ
(1)      Peers include NASDAQ: AAPL, NASDAQ: ADBE, NASDAQ: MSFT, NASDAQ: PYPL, TSX: CSU (equal-weighted return)

Sector Overview

• QTD, the CPMT technology holdings returned 0.08%, with the Blended 
Benchmark returning 1.6%. 

• The Fund’s holdings are primarily in the software space, which has historically 
lagged the sector’s cyclical hardware counterpart, in an accelerating economy

• In April 2021, the Fund chose to enter a position in Adobe (NASDAQ: ADBE) at 
a conviction rating of 2, funded through the sale of MasterCard (NYSE: MA).
Ø The CPMT was attracted to ADBE’s balance sheet health, strong positioning 

in the software packaging market, and extensive global customer base. 
• Constellation Software (TSX: CSU) completed its purchase of Topicus.com 

(TSXV: TOI) in FY 2021. The CPMT received ~1.86 TOI subordinate voting 
shares per share of CSU held, as a dividend-in-kind. The Fund has recently 
completed a full analysis of TOI and will be monitoring the name moving forward

Information Technology Holdings Overview

3-Year S&P 500 Technology Sector vs Blended Benchmark (Indexed to $100) CPMT IT Holdings(1) vs Blended Benchmark (Indexed to $100)
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• Apple (NASDAQ: AAPL) posted revenues of US$89.6B and net income of 
US$23.6B, representing a YoY increase of 54% and 110%, respectively. The 
Company achieved record revenue in each of its geographic segments during 
the quarter 
Ø Sales from the products segment grew to US$72.6B from US$44.9B, a 62% 

YoY growth. Sales from the services segment grew to US$16.9B from 
US$13.3B, a 27% YoY growth

• Mac sales were up 70% YoY, driven by the introduction of APPL’s M1 chips
• Catalysts for AAPL include an in-house R&D pipeline, streamlined business 

processes, wearables and subscription segments growth, and a large cash 
position for strategic acquisitions

• AAPL announced that it would increase its dividend by 7% to US$0.22 per 
share, and it has authorized US$90B in share buybacks

Information Technology Holdings Update
Apple AAPL FY 2020 Geographic Revenue Segmentation

• Microsoft (NASDAQ: MSFT) had net revenues of US$41.7B (up 19% YoY) in Q3 
2021. Adjusted diluted EPS was US$1.95 (up 39% YoY)

• Intelligent Cloud and More Personal Computing primarily drove revenue growth. 
Ø Intelligent Cloud growth was primarily driven by Azure’s revenue growth of 

50%, in line with the 50% growth seen in the prior quarter. Within the More 
Personal Computing segment, Xbox content and services drove revenue with 
34% growth

• MSFT is anticipating the release of a new Windows OS on June 24, 2021
• Although 95% of Fortune 500 companies use Azure and MSFT achieved record-

breaking Commercial Cloud revenue in 2020, the increasingly competitive cloud 
services landscape poses a significant risk to the Company's market share

• The CPMT believes that this risk is offset by MSFT’s multi-industry product 
portfolio, a feature that was the crux of the Fund’s original investment thesis in 
2019

Trading Performance vs Blended Benchmark (Indexed to $100)Microsoft
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• Adobe (NASDAQ: ADBE) had revenues of US$3.9B in Q1 2021, representing a 
26% YoY rise. Cashflows from operations were a record US$1.8B with the 
Company repurchasing ~1.9mm shares during the quarter

• The Digital Media segment’s revenue was US$2.9B, which represents a 32% 
YoY increase. The Creative segment’s revenue was US$2.4B (up 31% YoY). 
Document Cloud revenue was US$480mm, representing a 37% YoY rise

• FY 2021 targets are set as follows: US$15.5B total revenue, ~22% YoY growth 
in its Digital Media segment and ~20% YoY growth in its Digital Experience 
segment. 
Ø The company increased their prior FY 2021 targets following their strong Q1 

2021 earnings
• The CPMT views ADBE as a strong operator within the space given its strong 

fundamentals, balance sheet health, robust positioning within the market, and 
extensive global customer base

Adobe ADBE Business Analytics & Enterprise Software Market Segmentation

• PayPal Holdings (NASDAQ: PYPL) had net revenues of US$6.03B in Q1 2021 
(30.5% increase YoY). Net income was US$1.1B (1,210% increase YoY), 
resulting in an EPS of US$0.92 (rising 1,214% YoY)

• Total payments volume (TPV) was US$285B, resulting in a trailing-12-month 
TPV of over US$1T for the first time

• PYPL had a net increase of 14.5mm accounts, 4.4B transactions in the quarter 
and 42.2 transactions per (active) account on a trailing-12-month basis
Ø The number of daily active accounts for digital spending increased by 33%

• Despite the record-setting quarter, CEO Dan Schulman anticipates a continued 
increase in digital spending, a shift that is independent of the COVID-19 
pandemic’s impacts

• PYPL’s strong operating performance over the last six months and an overall 
shift towards digital and mobile payments has bolstered the CPMT’s original 
investment thesis on the name

PayPal Holdings Trading Performance vs Blended Benchmark (Indexed to $100)
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• Constellation Software (TSX: CSU) reported a net loss of US$175mm in Q1 
2021. Revenue and operating cash flow increased to US$1.2B (a 23% YoY 
increase) and US$495mm (a 37% YoY increase), respectively
Ø CSU reported a diluted EPS of (US$0.41), whereby the loss is attributed to 

the spin-off of its TSS group
• The Company’s TSS group now operates with TOI as a separate public 

company
Ø All CSU shareholders of record on December 28, 2020, received ~1.86 TOI 

subordinate voting shares as a dividend-in-kind
Ø Prior to the spinout, the Company’s equity interest in TSS was 66.7% and is 

now ~30.4% in the combined entity
• The CPMT’s thesis for CSU predicates upon its ability to have robust future 

FCF growth and management’s track record of maximizing shareholders’ value 
with strategic acquisitions in technologically-underserved industries

Constellation Software CSU Revenue Growth (US$mm)

• Topicus.com (TSXV: TOI) provides vertical market software (VMS) to clients in 
a select group of public and private sectors. TOI builds, acquires and manages 
industry-specific software businesses

• TOI is a leading VMS provider in Europe, with over 100,000 customers across 
14 European countries

• While 62.1% of the Company’s FY 2020 topline came from the Netherlands, 
management aims to prioritize continental expansion and reduce this exposure
Ø Over 80% of mortgages in the Netherlands are either originated, serviced, or 

advised by TOI’s software in regional banks
• In Q1 2021, TOI grew revenues by ~50% YoY to €179.6mm and grew FCF by 

~19% YoY to €91.5mm
• The CPMT’s thesis on the Company is built upon its robust FCF growth, ability 

to compound capital at an attractive ROIC, and strong operations/reputable 
status in the European VMS industry

Topicus.com Trading Performance Since Spin-Off vs Blended Benchmark(1)
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Sub-Segmented Performance YTD

• The spread of COVID-19 since the start of the year has kept a slow but steady 
commercial construction speed, but stay-at-home orders in the later of 2020 
have caused an increase in in-home construction and demand for materials

• The closure of mills and a strong housing market has substantially increased 
the price of forestry and paper products since the start of 2021, the increase in 
demand throughout the pandemic has brought prices to record highs

• Chemicals saw price increases along with other commodities throughout the tail 
end of 2020, which was increased through 2021 and more significantly by the 
Texas winter freeze, which saw major operators shut down

• Joe Biden’s multi-trillion dollar infrastructure plan has pushed the price of 
metals, along with the Chinese government playing a key role in reducing the 
production of steel and aluminum products

• The paper packaging industry has seen price increases over the last few 
months as European and North American producers have increased prices to 
customers due to increases in the price of pulp and chemicals
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Materials Index vs Blended Benchmark (Indexed to $100)

Industry Outlook

Source: Company Filings, IBIS World, S&P Capital IQ, Utility Dive
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Q1 2021 Highlights and Recent Developments Trading Performance vs Blended Benchmark (Indexed to $100) 

Recent Acquisitions LHS Acquisitions Value ($mm) and RHS Net Debt/EBITDA

• CCL Industries (TSX: CCL.B) reported Q1 2021 sales of $1,349.5mm with 
organic growth of 4.2% and acquisition-related growth of 2.5%
Ø Net earnings increased to $147.8mm (16.7%) and adjusted EPS was $0.82, 

13.9% ahead of Q1 2020
• CCL’s consolidated leverage ratio declined to 1.16x adjusted EBITDA with 

$662.7mm cash-on-hand and unused capacity of $1.2B within its syndicated 
revolving credit facility
Ø CCL had debt repayments of $74.1mm, primarily on syndicated term debt

• The Company is moving forward with filing a notice of intention to commence a 
normal course issuer bid (NCIB) on the TSX to purchase 8mm Class B non-
voting shares, representing 5% of its outstanding Class B non-voting shares

• CCL predicts continued strong organic growth as COVID-19 restrictions ease 
around the world
Ø CCL expects net capital expenditures for 2021 to be approximately $330mm

Source: Company Filings, S&P Capital IQ

FY 2020

IDentilam Limited ($2.9mm) I.D.&C. Word Holdco Ltd 
($35.5mm)

Ibertex Etiquetaje Industrial 
S.L.U. and Eti-Textil Maroc 

S.a.r.l. AU ($20.1mm)

Rheinfelden Americas, LLC 
(issued $18.8mm debt to 
acquire remaining 50% 

interest)

Clinical Systems, Inc. 
($19.7mm)

Flexpol Sp. Z.o.o. 
($23.5mm)

InTouch Labels and 
Packaging Co., Inc. 

($11.1mm)

Graphic West International 
ApS ($35.2mm)

Super Enterprises Printing 
(Malaysia) Sdn. Bnd. 

($18.4mm)

Q1 2020

Lux Global Label Asia Pte. Ltd. ($9.4mm)



• Linde Plc (NYSE: LIN) reported revenue of US$7.2B in Q1 2021, an increase of 
7% YoY driven by strong growth in the Health Care (+13% YoY), Electronics 
(+10% YoY), and Other (+10% YoY) segments

• Operating profit increased to US$1.2B, revealing growth of 25% YoY attributed 
to higher pricing, incremental volumes, and a lower cost base

• LIN achieved strong operating cash flows of US$2.1B in Q1, up 57% YoY
Ø LIN’s capital allocation strategy consists of business investments (US$0.8B) 

and returning value to shareholders (US$1.4B)
• On January 1, 2021, LIN deconsolidated a joint venture in APAC, resulting in 

the removal of three projects that reduced sales by ~3%
Ø EPS remains unaffected due to LIN’s consistent ownership position

• Current project backlog stands at US$3.5B, compared to US$3.6B in Q4 2020
Ø LIN signed 36 additional new small on-site contracts in 2020, with 27 of 

those projects starting during the year

Linde Plc
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Q1 2021 Results and Key Developments Trading Performance vs Blended Benchmark (Indexed to $100) 

LIN Q1 End-Market Exposure Over Time (US$mm) Renewable / Hydrogen Project Developments
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• LIN leverages its existing business lines and integrated supply network to 
identify blue and green H2 projects that align with its investment criteria

• LIN has invested US$290mm in a partnership with Hyosung to develop Asia’s 
largest liquid hydrogen plant in South Korea, with construction initiated in Q1

• Other decarbonization projects include LIN’s US$35mm investment to build and 
operate the world’s largest PEM electrolyzer in Germany and a US$35mm 
investment to produce clean H2 for the mobility market in California

• LIN is currently evaluating 210 to 220 individual H2 opportunities, with 
management noting that several projects are near closing

• Earnings from clean H2 projects are incremental to LIN’s target of 10% annual 
growth in EPS, providing further upside to LIN’s base business

• LIN is well-positioned to establish itself as a significant player in the clean H2
market, which is forecasted to reach US$100B by 2030
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• The COVID-19 pandemic has led to an increase in household savings during 
the first two quarters of 2020, which has led to a yearly increase in housing 
sales of 256% in April 2021. sales are expected to stagnate in 2022

• Additionally, an increase in housing construction and home renovation has 
placed upward pressure on the average residential home price by 42%. Raw 
materials, such as lumber, have seen pricing increases as high as 70% YoY 
due to the increase in demand

• In response, the Canada Municipal Housing Corporation (CMHC) approved new 
stress testing measures for mortgage qualifications, which will raise the 
minimum qualification rate to either 5.25%, or the contracted rate plus 2%

• The result is an increased disposable income requirement, which makes it more 
difficult for borrowers to receive approval for a mortgage and mitigates some 
risk of potential defaults in the future

• National home sales decreased by 12.5% this April on a monthly basis; 
however, this is attributed to low seller turnout rather than cooling demand

The Canadian Real Estate Market

Source: CMHC, The Canadian Real Estate Association, The Conference Board of Canada
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Residential Real Estate Market Disposable Income vs Net Savings ($mm) and Savings Rate

Canadian Residential Home Sales ($000s) and Change in Sales

• The Conference Board of Canada predicts the rising lumber and land costs will 
raise construction prices by 4.3% in 2021, the fastest rate in over a decade

• Inflated construction and home prices will attract sellers and will likely ease off 
in late 2022 when supply and demand begin to balance off again

• Factors that may offset the upward price pressure on home sales include the 
aforementioned tightened mortgage qualifications, a rise in interest rates 
scheduled for the end of 2022 to 2023 by the Bank of Canada, and more 
suppliers and construction companies entering the market

• The Canadian Real Estate Association expects the national average home price 
to rise to $665K (16.5% YoY) in 2021; however, this growth will slow in 2022 to 
reach $679K (2.1% YoY)

• Rising home prices are a driving force behind growth in banks’ mortgage 
lending books and higher loan values

• By 2022, national home sales are predicted to fall by 12.6% to 614,000 units

Future Outlook
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• Mortgage rates recently rose to 3.1% from 2.65% in Q4 2020 as a response to 
rising housing starts and sales and the impact from the U.S. unemployment rate 
dipping below expectations to 5.8%

• The National Association of Realtors (NAR) predicts the U.S. 30-year fixed 
mortgage rates to average to 3.2% in 2021

• Unsurprisingly, the U.S. is seeing a similar trend in increasing producer prices 
on construction materials 

• Acquisitions for large commercial real estate fell 28% in Q1 2021 compared to 
the prior-year quarter. Prices are now recovering from this decline; however, 
they are still down by 6% from that last year

• House rentals collapsed to US$40.8mm in Q2 2020 and are returning now to 
US$43.4mm Q1 2021

• Office vacancies remain high at 16.4% as of April 2021 but have lowered for 
industrials, which have now reached 4.9%

The American Real Estate Market

Source: National Association of Realtors
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Current Trends and Outlook U.S. Unemployment Rate vs Federal Funds Rate

U.S. Housing Starts (000s) U.S. 30-Yr Treasury Yield vs 30-Yr Fixed Mortgage Rate
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• American Tower Corporation (NYSE: AMT) benefitted greatly from accelerating 
5G deployments, MLAs, and elevated global demand for its communication 
sites, evident in its increase in net income to US$652mm (55.8%) and its 
consolidated AFFO to US$1,123mm (23.8%) compared to prior-year earnings

• The substantial earnings growth is mainly attributed to cost savings across all 
segments, as revenue grew by 8.3% YoY to US$2,159mm

• AMT advanced in many strategic agreements this past quarter; from its 
transaction with Telxius Towers, it received 31,000 communication sites in 
Europe and Latin America. Pending government and regulatory approvals, site 
completion is projected for FQ3 2021

• Strong demand is pushing AMT’s organic growth and improving projections for 
its capital expenditures across the globe, solidifying its reach

• The Company plans to continue to build upon its consolidated AFFO per share, 
which it expects to reach US$9.25 in 2021 from US$8.49 in 2020

American Tower

Source: Company Filings, Refinitiv Eikon, S&P Capital IQ
(1)      Year-end share price; YTD share price for 2021 43

Q1 2021 Overview Historical Trading Performance (Indexed to $100)

LHS Consolidated AFFO per Share and RHS Price(1) 2021E New Builds by Region
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U.S. Electricity Generation Mix (BkWh) Commentary and Outlook

Utilities Indices vs Blended Benchmark (Indexed to $100)

Industry Outlook
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• In 2020, summer retail sales of electricity to the U.S industrial sector was 239 
bkWh, the lowest amount since the 2009 recession

• Contrastingly, residential electricity sales reached a historical high of 457 bkWh
in the same period, caused by an increased number of work-from-home 
arrangements and government-mandated restrictions

• As economic conditions improve, the EIA forecasts that electricity consumption 
will increase by 2.2% in 2021, with growth of 3.3% and 2.9% expected in the 
industrial and residential sectors, respectively

• Cold temperatures in Q1 2020 contributed to the sizable increase in residential 
consumption, with the EIA forecasting growth of 1.0% for 2022

• U.S. electricity generation from natural gas is expected to decline from 39% in 
2020 to 35% in 2021, with generation from coal expected to fill the gap
Ø Such a shift would nullify the 19% decline in coal-related CO2 emissions 

achieved in 2020, resulting in an expected 17% increase in 2021

Source: EIA, S&P Capital IQ
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• NextEra Energy (NYSE: NEE) reported  earnings of US$1.7B (US$0.84/share) 
vs US$421mm (US$0.21/share) in Q1 2021 (296% YoY Increase)

Ø Continued investment in the Florida Power & Light (FPL) segment largely drove 
earnings growth this quarter

• FPL’s capital expenditures were approximately US$1.4B for the quarter, a 
10.8% increase YOY

Ø The regulatory capital deployed from FPL increased 10.8% from Q1 2020, and 
FPL’s average number of customers increased by 71,400 from Q1 2020

• During the quarter, NEE received approximately US$1.4B from the sale of 
assets, 73% of which was from the FPL segment

• During the quarter, NextEra Energy Resources added ~1,750 MW of 
renewables and storage to the backlog
Ø The company now holds ~15,250 MW in its backlog of signed contracts

NextEra Energy
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Most Recent Quarter and Recent Developments NEE Holding Period Performance (Indexed to $100) 

LHS NEE Payout Ratio(1) and RHS NTM EV/EBITDA vs Peers(2) NEE Dividends Over Time (US$)

Source: Company Filings, S&P Capital IQ
(1)     Payout Ratio calculated as LTM Dividends divided by LTM Net Income
(2)     Peers include NYSE: AEP, DUK, NEE, SO, NASDAQ: EXC
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• Brookfield Renewable Partners L.P. (TSX: BEP.UN) reported revenue of 
US$1.0B in Q1 2021, a decrease totalling 2.9% from Q1 2020 reported revenue 
of US$1.1B 

• FFO increased 21% on a per-unit basis YoY, this can largely be attributed to 
BEP.UN’s wind business FFO at US$128M, up from US$44M due to the 
increased ownership of assets in 2020

• Generation capacity has shifted upward in a YoY comparison for the Company, 
but average generation and actual generation have seen negative growth, 
volatile generation can be seen due to drier conditions throughout the quarter in 
New York

• Over the quarter, BEP.UN committed to investing US$1.6B in multiple 
transactions: a wind farm in Oregon, a European renewable business, Exelon’s 
distributed generation business, and an Indian solar development project

Brookfield Renewable Partners
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Q1 2021 and Recent Developments BEP.UN Trading Performance vs Blended Benchmark (Indexed to $100)

Renewable Generation Capacity vs Peers(1) (GW) Annual Dividends per Share (US$)

Source: Company Filings, S&P Capital IQ
(1)      Peers include NYSE: AEP, AQN, NEE, SO
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