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US Buyback Leaders Fund
CORPORATE OVERVIEW
Harvest Portfolios Group Inc. (“Harvest”) is a Canadian Investment Manager focused on unique income generating
investment products. Harvest was founded in 2009 by long term members of the investment management industry and is
focused on developing investment products that follow the investment philosophy of:
1.
2.
3.

Clear investment objectives
Transparency
Income generation

Harvest’s mandate is to develop investment products that are clear in their mandate and easy for our investors to understand.
We strive to be transparent, so that our investors can open their financial reports and know exactly what they own. Our funds
are also invested to provide investors with consistent monthly or quarterly income; therefore, we seek to invest our fund
portfolios in well managed companies that have a history of steady cash flow and pay dividends or distributions.

INVESTMENT PRODUCT
The Fund’s investment objectives are to provide unitholders with quarterly cash distributions, the opportunity for capital
appreciation and provide investors with exposure to select large capitalization U.S. companies that are leaders in terms of
share repurchase programs or “buybacks”. As part of the investment strategy, the Fund will invest in an equally-weighted
portfolio of equity securities of the top 25 ranked US Buyback Leaders that have a market capitalization of at least US$10
billion at the time of investment.
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INTERIM MANAGEMENT DISCUSSION OF FUND PERFORMANCE
The interim management report of fund performance contains financial highlights but does not contain the complete
condensed interim financial statements of the Fund. For your reference, the condensed interim financial statements of the
Fund are attached to the interim management report of fund performance. You may obtain additional copies of these
documents at your request, and at no cost, by calling toll free at 1-866-998-8298; by writing to us at Harvest Portfolios Group
Inc., 710 Dorval Drive, Suite 209, Oakville, Ontario, L6K 3V7; or by visiting our website at www.harvestportfolios.com; or on
SEDAR at www.sedar.com.
Unitholders may also contact us using one of these methods to request a copy of the Fund’s proxy voting policies and
procedures, proxy voting disclosure record, or quarterly portfolio disclosure.

INVESTMENT OBJECTIVES AND STRATEGY
The Fund has been established to provide investors with exposure to select large capitalization U.S. companies that are leaders
in terms of share repurchase programs or “buybacks”. Share buybacks by an issuer (i) are often an indicator of successful
companies that generate free cash flow, (ii) may indicate that management believes that the issuer’s shares are undervalued or a
good investment of the issuer’s capital relative to other investment opportunities; (iii) are generally accretive to earnings per
share; and (iv) provide additional liquidity and bid support to an issuer’s shares in the market.
The Fund’s investment objectives are to provide Unitholders with (i) the opportunity for capital appreciation; and (ii) quarterly
cash distributions.
To achieve its investment objectives, the Fund invests in an equally-weighted Portfolio of Equity Securities of 25 US Buyback
Leaders chosen from the US Buyback Leaders Investable Universe, being those issuers who have spent the most money to
buy back their shares, as a percentage of their market capitalization.
The Manager will select the Equity Securities for the Portfolio and will quarterly reconstitute and rebalance the Portfolio such
that the Portfolio, at the time of the initial investment and immediately following each quarterly reconstitution and
rebalancing, will include an equal - weighting of the 25 issuers in the US Buyback Investable Universe with the highest
Buyback Ratio.

RISK
The risks associated with investing in the Fund are as described in the prospectus. There were no material changes to the
Fund over the period that affected the overall level of risk of the Fund.

RESULTS OF OPERATIONS
The US Buyback Leaders Fund returned -2.94% for Series A and -1.92% for Series U compared to the S&P 500 Total Return
Index return of 3.84% for the period ending June 30, 2016.
Early in the year, broader global equity markets sold off as investors weighed the economic implications of potential US
interest rate hikes during 2016 coupled with the collapse in energy prices and moderating economic data. In the latter part of
the period, global markets had a significant increase in short term volatility surrounding the surprising results from the British
referendum to leave the European Union. Markets quickly stabilized as expectations for a significant global economic
disruption subsided and concurrently the prospects for multiple US rate increases for the balance of the year diminished. In
general, buyback strategies have underperformed in the very short term with the one year S&P 500 Buyback Index Total
Return of -5.04% compared to the S&P 500 Index Total return of 3.99%.
The Fund remained invested in 25 US Buyback Leaders in accordance with its investment objectives and strategies during the
period.
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RECENT DEVELOPMENTS
The Fund renewed its normal course issuer bid program for the period from May 4, 2016 to May 3, 2017, which allows the
Fund to purchase up to 492,035 units of the Fund for cancellation by way of a normal course issuer bid through the facilities
of the Toronto Stock Exchange and other Canadian markets. During the period ended June 30, 2016, 53,400 (2015 – 64,000)
Series A units were purchased for cancellation for $374,736 (2015 – $581,581).
Subsequent to June 30, 2016, the Manager has initiated a process where it intends to convert the Fund into an exchangetraded fund (ETF). The conversion into an ETF is expected to occur in October 2016 subject to unitholder approval and any
necessary regulatory approvals.

RELATED PARTY TRANSACTIONS
There were no related party transactions during the reporting period, except for management fees and other expense
reimbursements paid to Harvest, as noted below in Management and Other Fees.

MANAGEMENT AND OTHER FEES
The Fund pays its manager, Harvest, a management fee calculated based on the average weekly net asset value (“NAV”) and
paid monthly in arrears, based on an annual rate of 0.75%, plus applicable taxes, of the NAV of the Fund.
At its sole discretion, the Manager may waive management fees or absorb expenses of the Fund. The management expense
ratios of the Fund with and without the waivers and absorptions are reported in the Ratios and Supplemental Data table
below.

Operating expenses

The Fund is responsible for operating expenses relating to the carrying on of its business, including custodial services, interest,
taxes, legal, audit fees, transfer agency services relating to the issue and redemption of units, and the cost of financial and
other reports, costs and expenses for the Fund’s Independent Review Committee (“IRC”), including fees and expenses of the
IRC members and compliance with applicable laws, regulations and policies. The Manager pays for such expenses on behalf
of the Fund, except for certain expenses such as interest, and is then reimbursed by the Fund.

Other expenses

The Manager will be reimbursed by the Fund for all reasonable costs, expenses and liabilities incurred by the Manager for
performance of services on behalf of the Fund in connection with the discharge by the Manager of its duties hereunder. Such
costs and expenses may include, without limitation: mailing and printing expenses for reports to unitholders and other
unitholder communications; a reasonable allocation of salaries, benefits and consulting fees; independent directors of the
Manager and other administrative expenses and costs incurred in connection with the Fund’s continuous public offering and
other obligations. These expenses were $43,132 for the period ended June 30, 2016 (2015 – $24,127) and are included in the
unitholder reporting costs on the Statements of Comprehensive Income (Loss) in the financial statements.
During the Fund’s initial offering, certain offering expenses such as costs of creating the Fund, the cost of printing and
preparing the prospectus, legal expenses of the Fund and other out-of pocket expenses incurred by the agents together with
the agent’s fees payable by the Fund are included in the carrying amount of the Fund’s obligation for net assets attributable to
holders of redeemable units.

RECOMMENDATIONS OR REPORTS BY THE INDEPENDENT REVIEW COMMITTEE
As noted in the “Recent Developments” section above, the Manager has initiated a process where it intends to convert the
Fund into an exchange-traded fund (ETF). The conversion into an ETF is expected to occur in October 2016 subject to
unitholder approval and any necessary regulatory approvals. This matter was brought to the attention of the IRC on July 27,
2016 and the committee resolved that the change provides a fair and reasonable result for the Fund
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FINANCIAL HIGHLIGHTS
The following tables present selected key financial information about the Fund and are intended to help you understand the Fund’s
financial performance for the period ended June 30, 2016 and past annual periods. This information is derived from the Fund’s
condensed interim financial statements.

Series A
THE FUND’S NET ASSETS
PER UNIT

2016

Net assets - beginning of the period2
Increase (decrease) from operations
Total revenue
Total expenses
Realized gains (losses) for the period
Unrealized gains (losses) for the period
Total increase (decrease) from operations1
Distributions3
From income
Return of capital
Total distributions3
Net assets - end of the period1

RATIOS AND
SUPPLEMENTAL DATA
Total net asset value
Number of units outstanding
Management expense ratio4
Management expense ratio before waivers or
absorptions4
Trading expense ratio5
Portfolio turnover rate6
Net asset value per unit
Closing market price (HUL.UN)

$

7.76

$

0.07
(0.05)
(0.16)
(0.10)
(0.24)

$
$

(0.20)
(0.20)
7.34

2015
$

9.33

$

0.13
(0.10)
(0.98)
(0.35)
(1.30)

$
$

(0.30)
(0.30)
7.76

2016
$

$
$

35,889,912
4,892,531
1.39%
1.39%
0.19%
52.98%
7.34
7.04

2015
$

$
$

39,001,565
5,025,054
8.48%
8.48%
0.20%
64.30%
7.76
7.56
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Series U (CAD)
THE FUND’S NET ASSETS
PER UNIT
Net assets - beginning of the period2
Increase (decrease) from operations
Total revenue
Total expenses
Realized gains (losses) for the period
Unrealized gains (losses) for the period
Total increase (decrease) from operations1
Distributions3
From income
Return of capital
Total distributions3
Net assets - end of the period1

2016
$

10.89

$

0.10
(0.07)
(0.88)
(0.10)
(0.95)

$
$

(0.26)
(0.26)
9.73

RATIOS AND
SUPPLEMENTAL DATA
Total net asset value
Number of units outstanding
Management expense ratio4
Management expense ratio before waivers or
absorptions4
Trading expense ratio5
Portfolio turnover rate6
Net asset value per unit

2015
$

11.66

$

0.17
(0.13)
(0.14)
(0.50)
(0.60)

$
$

(0.40)
(0.40)
10.89

2016
$

$

2,208,603
227,050
1.38%
1.38%
0.19%
52.98%
9.73

2015
$

$

2,759,997
253,500
9.05%
9.05%
0.20%
64.30%
10.89

Explanatory Notes:
1.
Net assets and distributions are based on the actual number of units outstanding at the relevant time. The increase (decrease) from
operations is based on the weighted average number of units outstanding over the reporting period. It is not intended that the Fund’s
net assets per unit table act as a continuity of opening and closing net assets per unit.
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2.

Net assets, at the commencement of operations on March 25, 2015 was $9.33, net of agents' commissions and issuance costs of $0.67
per unit for Series A and net assets, at the beginning of the period was $11.66 ($9.33 USD), net of agents' commissions and issuance
costs of $0.80 ($0.67 USD) per unit for Series U.

3.

Distributions were paid in cash or reinvested in additional units of the Fund.

4.

Management expense ratio (“MER”) is based on total expenses (excluding commissions and other portfolio transaction costs) of the
stated period and is expressed as an annualized percentage of daily average net asset value during the period. The MER for 2015 (the
year of inception), included agents' fees of $2,705,788 and issue costs of $571,677 for Series A and agents' fees of $204,626 and issue
costs of $44,184 for Series U, which were treated as a one-time expenses and therefore were not annualized. The MER without these
costs is 1.47% for Series A and 1.47% for Series U.

5.

The trading expense ratio represents total commissions and other portfolio transaction costs expressed as an annualized percentage of
daily average net asset value during the period.

6.

The Fund’s portfolio turnover rate indicates how actively the Fund’s portfolio advisor manages its portfolio investments. A portfolio
turnover of 100% is equivalent to the Fund buying and selling all of the securities in its portfolio once in the course of the period. The
higher a Fund’s portfolio turnover rate, the greater the trading costs payable by the Fund and the greater the chance of an investor
receiving taxable capital gains. There is not necessarily a relationship between a high turnover rate and the performance of a Fund.

US Buyback Leaders Fund
Past Performance

The performance information presented herein assumes all dividends of the Fund during the periods presented were
reinvested in additional securities of the Fund. The performance information does not take into account sales, redemption, or
other charges that would have reduced returns or affected performance. Past performance of the Fund is not necessarily
indicative of how it will perform in the future.

YEAR-BY-YEAR RETURNS
The following charts present the Fund’s performance for each of the years shown. The chart shows, in percentage terms,
how much an investment made on the first day of each financial year would have grown or decreased by the last day of each
financial year except for the 2016 period which represents the interim period.

Fund Performance
Series A

2015 represents the period from March 25 to December 31

6

US Buyback Leaders Fund
Series U

2015 represents the period from March 25 to December 31
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US Buyback Leaders Fund
SUMMARY OF INVESTMENT PORTFOLIO
The Portfolio by Sector chart below provides a portfolio breakdown based on the total transactional net asset value of the
Fund’s portfolio holdings. A detailed breakdown of the Fund’s holdings is available in the ‘‘Schedule of Investments’’ section
of the Fund’s condensed interim financial statements.
As at June 30, 2016

Top 25 Holdings
Macy's, Inc.
The Travelers Companies, Inc.
AbbVie Inc.
Northrop Grumman Corporation
Intuit Inc.
Corning Incorporated
AmerisourceBergen Corporation
Illinois Tool Works Inc.
United Technologies Corporation
Gilead Sciences, Inc.
The Allstate Corporation
Time Warner Inc.
Apple Inc.
The Boeing Company
Wells Fargo & Company
QUALCOMM Incorporated
CBS Corporation Class B
The Hartford Financial Services Group, Inc.
W.W. Grainger Inc.
Marriott International, Inc. Class A
American International Group, Inc.
Motorola Solutions, Inc.
The Goldman Sachs Group, Inc.
General Motors Co.
Valero Energy Corporation
Total

% of Net Asset
Value
4.5
4.5
4.4
4.3
4.3
4.3
4.2
4.2
4.1
4.1
4.0
4.0
3.9
3.9
3.9
3.9
3.9
3.9
3.9
3.8
3.8
3.7
3.7
3.6
3.6
100.4

This summary of investment portfolio may change due to the ongoing portfolio transactions of the Fund. Quarterly updates
of the Fund’s investment portfolio are available from Harvest Portfolios Group Inc. at www.harvestportfolios.com.
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SECTOR ALLOCATION
Sector
Banking and Other Financial Issuers
Industrials Issuers
Information Technology Issuers
Consumer Discretionary Issuers
Health Care Issuers
Energy Issuers
Cash and other assets and liabilities
Foreign currency forward contracts
Total

9

% of Net Asset
Value
23.8
20.4
20.1
19.8
12.7
3.6
0.9
(1.3)
100.0

US Buyback Leaders Fund
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7KLV GRFXPHQW PD\ FRQWDLQ IRUZDUGORRNLQJ VWDWHPHQWV UHODWLQJ WR DQWLFLSDWHG IXWXUH HYHQWV UHVXOWV FLUFXPVWDQFHV SHUIRUPDQFH RU
H[SHFWDWLRQV WKDW DUH QRW KLVWRULFDO IDFWV EXW LQVWHDG UHSUHVHQW RXU EHOLHIV UHJDUGLQJ IXWXUH HYHQWV %\ WKHLU QDWXUH IRUZDUGORRNLQJ
VWDWHPHQWVUHTXLUHXVWRPDNHDVVXPSWLRQVDQGDUHVXEMHFWWRLQKHUHQWULVNVDQGXQFHUWDLQWLHV7KHUHLVVLJQLILFDQWULVNWKDWSUHGLFWLRQVDQG
RWKHUIRUZDUGORRNLQJVWDWHPHQWV ZLOOQRWSURYHWREHDFFXUDWH:HFDXWLRQUHDGHUVRIWKLVGRFXPHQWQRWWRSODFHXQGXHUHOLDQFHRQRXU
IRUZDUGORRNLQJVWDWHPHQWVDVDQXPEHURIIDFWRUVFRXOGFDXVHDFWXDOIXWXUHUHVXOWVFRQGLWLRQVDFWLRQVRUHYHQWVWRGLIIHUPDWHULDOO\IURP
WKH WDUJHWV H[SHFWDWLRQV HVWLPDWHV RU LQWHQWLRQV H[SUHVVHG RU LPSOLHG LQ WKH IRUZDUGORRNLQJ VWDWHPHQWV $FWXDO UHVXOWV PD\ GLIIHU
PDWHULDOO\ IURP PDQDJHPHQW H[SHFWDWLRQV DV SURMHFWHG LQ VXFK IRUZDUGORRNLQJ VWDWHPHQWV IRU D YDULHW\ RI UHDVRQV LQFOXGLQJ EXW QRW
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WR PDNH GHFLVLRQV ZLWK UHVSHFW WR LQYHVWLQJ LQ WKH )XQG LQYHVWRUV DQG RWKHUV VKRXOG FDUHIXOO\ FRQVLGHU WKHVH IDFWRUV DV ZHOO DV RWKHU
XQFHUWDLQWLHVDQGSRWHQWLDOHYHQWVDQGWKHLQKHUHQWXQFHUWDLQW\RIIRUZDUGORRNLQJVWDWHPHQWV'XHWRWKHSRWHQWLDOLPSDFWRIWKHVHIDFWRUV
WKH )XQG GRHV QRW XQGHUWDNH DQG VSHFLILFDOO\ GLVFODLPV DQ\ LQWHQWLRQ RU REOLJDWLRQ WR XSGDWH RU UHYLVH DQ\ IRUZDUGORRNLQJ VWDWHPHQWV
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