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Message to Unitholders 

 

The first half of 2018 was modestly positive for bond investors. Returns across all sectors were positive 
as investors remain attracted to fixed income assets given the gradual rise in yields and volatility in the 
equity markets.  Trade tensions, tariffs and NAFTA renegotiations have created some concern on the 
future impact to the global economy. For now, solid growth with stable inflation are an attractive 
backdrop for fixed income investors. Corporate bonds continue to perform well in this environment as 
they provide an additional yield over Government bonds. 

Long term bonds performed the best, with returns almost double those of short term and quadruple 
mid term bonds, at 0.92%, 0.53% and 0.26% respectively.  Mid term bonds, specifically the less risky 
Government and Corporate AAA bonds, were the weakest and only modestly higher for the first half of 
the year. The yield curve continues to flatten as short term rates rise in response to the central bank 
hikes, while the long end appears anchored around current levels. 

Bank of Canada has raised rates twice this year, once in January and again in July, putting the overnight 
rate currently at 1.5%. The U.S. central bank also raised rates twice, in March and June. The U.S. 
economy is in it’s 10th year of growth, the longest in American postwar history. Both Canada and U.S. 
central banks are expected to raise rates again in the later half of 2018 as the economic expansion 
continues.  

The demand for corporate bonds will remain robust and the fund is positioned to provide income and 
capital appreciation. We are comfortable remaining fully invested and overweight in corporate bonds. 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



Ridgewood Canadian Investment Grade Bond Fund
Statements of Financial Position

As at June 30, 2018 (unaudited) and December 31, 2017 

June 30, 2018 December 31, 2017

Assets $ $

Financial assets at fair value through profit or loss (cost: 30-June-18 - $262,045,585; 31-Dec-17 - 
$243,128,450) 263,492,963             244,930,870               

Cash 12,968                      10,583                        

Accrued interest receivable 1,730,431                 1,542,029                   

Total Assets 265,236,362             246,483,482               

Liabilities

Accrued expenses 287,288                    222,474                      

Distribution payable 646,027                    638,153                      

Loan payable (Note 10) 92,262,929               75,950,821                 

Total Liabilities 93,196,244               76,811,448                 
Net assets attributable to holders of redeemable units 172,040,118             169,672,034               

Number of units outstanding, Class A (Note 5) 12,189,193               12,040,621                 
Net assets attributable to holders of redeemable units per unit 14.11 14.09                          

The accompanying notes are an integral part of the financial statements.

Approved on behalf of the Board of Directors of the Manager:

_________________________                                                   _________________________           
John H. Simpson, CFA                                                                    Paul W. Meyer, CFA
Managing Director                                                                            Managing Director
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Ridgewood Canadian Investment Grade Bond Fund
Statements of Comprehensive Income (unaudited)
For the six months ended June 30, 2018 and 2017

June 30, 2018 June 30, 2017

$ $

Income

    Interest for distribution purposes 6,057,661                  4,469,426                   

    Other changes in fair value on financial assets and financial liabilities at fair value through profit or loss

      Net realized (loss) gain on sale of investments (49,003)                     3,049,386                   

      Net realized gain (loss) of foreign exchange on cash -                                7,746                          

      Net realized gain (loss) on foreign exchange -                                (16,867)                       

      Net change in unrealized (depreciation) appreciation of investments (355,041)                   2,953,839                   

Total operating income 5,653,617                  10,463,530                 

Expenses

    Management fees (Note 7) 420,331                     357,888                      

    Administration fees 247,063                     183,348                      

    Legal fees 16,502                       19,449                        

    Independent Review Committee fees 8,933                         10,294                        

    Audit fees 14,614                       17,610                        

Total operating expenses 707,443                     588,589                      

Operating profit 4,946,174                  9,874,941                   

Finance cost

   Interest and bank fees (Note 10) 801,329                     371,805                      
Increase in net assets attributable to holders of redeemable units 4,144,845                  9,503,136                   

Increase in net assets attributable to holders of redeemable units per unit, Class A

(based on weighted average number of units outstanding during the period -
     (2018 - 12,134,197; 2017 - 9,423,704) 0.35                           1.01                            

The accompanying notes are an integral part of the financial statements.
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Ridgewood Canadian Investment Grade Bond Fund
Statements of Changes in Net Assets Attributable to Holders of Redeemable Units (unaudited)

For the six months ended June 30, 2018 and 2017

June 30, 2018 June 30, 2017

$ $

Net assets attributable to holders of redeemable units at beginning of period 169,672,034             104,048,649              

Increase in net assets attributable to holders of redeemable units 4,144,845                 9,503,136                  

Distributions:
    From net investment income (3,860,415)                (3,045,082)                 

284,430                    6,458,054                  

Redeemable unit transactions

    Issue costs and agency fees (17,154)                     (106,610)                    
    Proceeds from the issuance of units of the investment fund 2,100,808                 33,651,017                
    Aggregate amounts paid on redemption of units of the investment fund -                                (2,200)                        

2,083,654                 33,542,207                
Net assets attributable to holders of redeemable units at end of period 172,040,118             144,048,910              

The accompanying notes are an integral part of the financial statements.
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Ridgewood Canadian Investment Grade Bond Fund
Statements of Cash Flows (unaudited)

For the six months ended June 30, 2018 and 2017

June 30, 2018 June 30, 2017

$ $

Cash provided by (used in) operating activities

Net increase in net assets attributable to holder of redeemable Units 4,144,845                 9,503,136                  

Adjustments for:

  Net realized loss (gain) on sale of investments 49,003                      (3,049,386)                 

  Net change in unrealized depreciation (appreciation) of investments 355,041                    (2,953,839)                 

  Purchase of investments (88,599,834)              (179,265,981)             

  Proceeds from sale of investments 69,633,697               121,201,303              

  (Increase) in accrued interest receivable (188,402)                   (390,810)                    

   Increase in accrued expenses 64,814                      50,045                       

(14,540,836)              (54,905,532)               

Cash flows from financing activities

    Proceeds from the issuance of units of the investment fund 2,100,808                 33,651,017                

    Issue costs and agency fees paid (17,154)                     (106,610)                    

    Aggregate amounts paid on redemption of units of the investment fund -                                (271,000)                    

    Distributions paid to unitholders (3,852,541)                (2,915,831)                 

    Change in loan payable 16,312,108               24,543,588                

14,543,221               54,901,164                

Increase (Decrease) in cash during the period 2,385                        (4,368)                        

Cash, beginning of period 10,583                      8,974                         

Cash, end of period 12,968                      4,606                         

Interest received 5,869,262                 4,078,616                  

Interest paid 765,564                    353,850                     

The accompanying notes are an integral part of the financial statements.
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Ridgewood Canadian Investment Grade Bond Fund
Schedule of Investments (unaudited)
As at June 30, 2018

Average Fair % of
Par Value Security Cost Value net assets

$ $
Canadian Bonds
Corporate Bonds

4,000,000 Algonquin Power Co., Callable, 4.09%, 2027/02/17* 3,997,160 4,063,738
5,203,000 Allied Properties REIT, Series 'C', Callable, 3.64%, 2025/04/21* 5,062,519 5,075,806
7,000,000 Brookfield Asset Management Inc., 5.95%, 2035/06/14 7,715,280 8,295,422

13,958,000 Cameco Corp., 5.09%, 2042/11/14* 13,055,369 13,022,611
7,000,000 Capital Power Corp., Callable, 4.28%, 2024/09/18* 7,000,000 7,093,617
8,500,000 Choice Properties REIT, Series 'L', Restricted, Callable, 4.18%, 2028/03/08* 8,500,000 8,600,178

10,000,000 Coast Capital Savings Credit Union, Variable Rate, Callable, 5.00%, 2028/05/03* 10,004,700 10,124,570
15,000,000 Enbridge Inc., Variable Rate, Callable, 5.38%, 2077/09/27* 14,946,040 14,269,513
7,250,000 Fairfax Financial Holdings Ltd., Callable, 4.70%, 2026/12/16* 7,246,313 7,476,511

10,000,000 Fairfax Financial Holdings Ltd., Callable, 4.25%, 2027/12/06* 9,999,200 9,883,113
7,304,000 First National Financial Corp., Callable, 4.01%, 2020/04/09* 7,326,767 7,339,970
4,000,000 George Weston Ltd., 6.69%, 2033/03/01* 5,033,320 5,035,843
3,300,000 George Weston Ltd., Callable, 7.10%, 2032/02/05* 4,165,500 4,240,457
5,000,000 Granite REIT Holdings L.P., Series '3', Callable, 3.87%, 2023/11/30* 5,007,256 5,026,409

12,000,000 Laurentian Bank of Canada, Variable Rate, Callable, 4.25%, 2027/06/22 12,020,470 11,990,204
3,000,000 Loblaw Cos. Ltd., 5.86%, 2043/06/18* 3,470,120 3,518,765

12,000,000 MCAP Commercial L.P., 5.00%, 2022/12/14* 11,978,740 11,929,296
5,000,000 Medavie Inc., Series '1', Variable Rate, Restricted, Callable, 6.00%, 2024/05/21 5,059,550 5,030,000
9,000,000 Shaw Communications Inc., Callable, 6.75%, 2039/11/09* 11,080,710 11,338,067
7,000,000 Smart REIT, Series 'P', Callable, 3.44%, 2026/08/28* 7,009,450 6,745,229
7,532,000 Teranet Holdings L.P., Callable, 6.10%, 2041/06/17* 8,435,562 8,373,033
6,500,000 Teranet Holdings L.P., Callable, 5.75%, 2040/12/17* 7,071,610 6,931,568
9,500,000 TransAlta Corp., 7.30%, 2029/10/22* 10,353,180 10,426,502
7,100,000 TransAlta Corp., Step Coupon, 6.90%, 2030/11/15* 7,103,075 7,542,034

192,641,891          193,372,456                 112.40%

Mortgage-Backed Securities
3,100,000 Institutional Mortgage Securities Canada Inc., Class 'D', Series '2011-1', Variable Rate, Callable, 5.28%, 2021/02/12 2,899,833 3,178,646
6,000,000 Institutional Mortgage Securities Canada Inc., Class 'D', Series '2012-2', Variable Rate, Callable, 4.65%, 2022/07/12 5,434,200 5,746,821
3,603,000 Institutional Mortgage Securities Canada Inc., Class 'E', Series '2012-2', Variable Rate, Callable, 4.65%, 2022/07/12 3,177,197 3,327,162
7,667,000 Institutional Mortgage Securities Canada Inc., Class 'C', Series '2013-4', Variable Rate, Restricted, Callable, 4.44%, 2023/11/12 7,490,659 7,532,828
2,659,000 Institutional Mortgage Securities Canada Inc., Class 'B', Series '2013-4', Variable Rate, Restricted, Callable, 4.24%, 2023/10/12 2,667,854 2,659,000
6,460,000 Institutional Mortgage Securities Canada Inc., Class 'D', Series '2016-7', Variable Rate, Callable, 3.77%, 2026/10/12 5,681,760 5,594,360
2,422,000 Institutional Mortgage Securities Canada Inc., Class 'C', Series '2016-7', Callable, 3.60%, 2026/10/12 2,332,690 2,213,466
2,523,000 Institutional Mortgage Securities Canada Inc., Class 'E', Series '2016-7', Variable Rate, Callable, 3.77%, 2026/10/12 2,110,162 2,119,320
1,275,652 Merrill Lynch Financial Asset Inc., Class 'E', Series '2007-CA21', Variable Rate, 5.06%, 2040/01/12 1,181,891 1,275,652
4,800,000 Real Estate Asset Liquidity Trust, Class 'C', Series '2017', Callable, 3.93%, 2027/07/12 4,379,765 4,444,800
9,013,000 Real Estate Asset Liquidity Trust, Class 'D', Series '2016-1', Variable Rate, Callable, 3.64%, 2026/05/12 7,886,052 7,895,388
8,000,000 Real Estate Asset Liquidity Trust, Class 'D', Series '2016-2', Variable Rate, Callable, 3.62%, 2051/09/12 7,091,600 7,044,000
5,513,000 Real Estate Asset Liquidity Trust, Class 'E', Series '2016-1', Variable Rate, Callable, Restricted, 3.64%, 2026/05/12 4,642,375 4,683,294
5,269,000 Real Estate Asset Liquidity Trust, Class 'E', Series '2016-2', Variable Rate, Callable, Restricted, 3.62%, 2051/09/12 4,466,456 4,478,650

61,442,494 62,193,387 36.15%

Total Canadian Bonds and ABS 254,084,385          255,565,843                 148.55%

U.S. Bonds
Corporate Bonds

8,000,000 AT&T Inc., Callable, Restricted, 4.85%, 2047/05/25 7,961,200              7,927,120                     
7,961,200              7,927,120                     4.61%

Total U.S. Bonds 7,961,200              7,927,120                     4.61%

Total Investment Portfolio 262,045,585          263,492,963                 153.16%
Cash 12,968                          0.01%
Other assets less liabilities (91,465,813)                  -53.17%
Total net assets attributable to holders of redeemable units 172,040,118                 100.00%

* These securities are held as collateral with Scotiabank for the loan payable or margin account (Note 9)
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2018

Units outstanding,

Beginning of period 12,040,621                

Redeemable units issued for cash 148,572                     

Redeemable units redeemed -                                  

Units issued on

  reinvestment of distributions -                                  

Units outstanding, end of period 12,189,193                

2017

Units outstanding,

Beginning of year 7,679,487                  

Redeemable units issued for cash 4,361,134                  

Redeemable units redeemed -                                  

Units issued on

  reinvestment of distributions -                                  

Units outstanding, end of year 12,040,621                
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Less than 1 
month 1-3 months

3 months -1 
year

Loan payable                $                $              $

Interest Rate Exposure -                      92,262,929   -                     

 

Less than 1 
year 1-3 years 3-5 years More than 5 

years

Investments          $          $           $            $

Interest Rate Exposure -               10,518,617 21,003,279 231,971,067

 

Non
Interest
bearing

Total

                $                 $

Interest Rate Exposure -                          263,492,963

Less than 1 
month 1-3 months

3 months -1 
year

Loan payable                $                $              $

Interest Rate Exposure -                      75,950,821    -                    

Less than 1 
year 1-3 years 3-5 years More than 5 

years

Investments          $          $           $            $

Interest Rate Exposure -                10,351,554 25,159,001 209,420,315

 

Non
Interest
bearing

Total

                $                 $

Interest Rate Exposure -                         244,930,870
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Portfolio by rating category   

June 30, 2018   

Rating 

As a % of 
Net 

Assets 

AAA/Aaa - 

AA/Aa 
     

1.55% 

A/A 13.81% 

BBB/Baa 127.91% 

Below BBB 6.97% 

Unrated 2.92% 

Total 153.16% 

Portfolio by rating category   

December 31, 2017   

Rating 

As a % of 
Net 

Assets 

AAA/Aaa - 

AA/Aa 
     

5.75% 

A/A 13.23% 

BBB/Baa 115.26% 

Below BBB 7.12% 

Unrated 2.99% 

Total 144.36% 

1-3 months > 3 months Total

$ $ $

Redemptions payable -                    -                  -                      

Accrued expenses 287,288            -                  287,288              

Distribution payable 646,027            -                  646,027              

Loan payable 92,262,929       -                  92,262,929         

Total liabilities 93,196,244       -                  93,196,244         

 
As at December 31, 2017: 

1-3 months > 3 months Total

$ $ $

Redemptions payable -                    -                     -                      

Accrued expenses 222,474            -                     222,474              

Distribution payable 638,153            -                     638,153              

Loan payable 75,950,821       -                     75,950,821         

Total liabilities 76,811,448       -                     76,811,448         

 

Market segments June 30, 2018

Canadian Corporate Bonds 112.40%

Provincial Government and Guaranteed -

Mortgage-Backed Securities 36.15%

Foreign Corporate Bonds 4.61%

Total 153.16%

Market segments December 31, 2017

Canadian Corporate Bonds 109.79%

Provincial Government and Guaranteed 2.93%

Mortgage-Backed Securities 31.63%

Total 144.35%
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Level 1 Level 2 Level 3 Total
                 $                 $                $                 $

Bonds -                 201,299,576       -              201,299,576    
Mortgage-backed securities -                 62,193,387         -              62,193,387      
Loan payable -                 96,302,929         -              96,302,929      

Total -                 359,795,892       -              359,795,892    

Financial Assets at fair value
as of June 30, 2018

Level 1 Level 2 Level 3 Total
                 $                 $                $                 $

Bonds -                 191,255,319       -              191,255,319    
Mortgage-backed securities -                 53,675,551         -              53,675,551      
Loan payable -                 75,950,821         -              75,950,821      

Total -                 320,881,691       -              320,881,691    

Financial Assets at fair value
as of December 31, 2017
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