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Disclaimer
This presentation has been prepared by Stornoway Portfolio Management (“Stornoway”) for information purposes only and is not,
and under no circumstances should be construed as, an advertisement for a public offering for the securities referred to herein. No
securities commission or securities regulatory authority in Canada or any other country has in any way approved or passed upon
the merits of an investment or upon the accuracy or adequacy of this presentation.
Although we believe the information provided in this presentation to be correct, it is not intended to provide complete or full
disclosure of Ravensource Fund (“Ravensource” or the “Fund”). This presentation should be considered as a supplement to the
Fund’s financial statements, Management Report on Fund Performance (“MRFP”), Annual Information Form (“AIF”) and the
Independent Review Committee (“IRC”) report. You can get a copy of the aforementioned documents along with the Fund’s proxy
voting policies and procedures, proxy voting disclosure record, at your request, and at no cost, by calling (416) 250-2845, by writing
to us at Stornoway Portfolio Management 30 St. Clair Avenue West, Suite 901, Toronto, ON M4V 3A1, by visiting our website at
www.ravensource.ca, or the SEDAR website at www.sedar.com.
This presentation is qualified in its entirety by the Fund’s Amended and Restated Declaration of Trust, dated August 7, 2019 (the
“Declaration of Trust”). In the event of any inconsistency between the information provided herein and that contained in the
Declaration of Trust, the latter shall govern.
This document may contain forward-looking statements relating to anticipated future events, results, decisions, opportunities, risks
or other matters. Forward-looking statements are predictive in nature requiring us to make assumptions and subject to inherent
risks and uncertainties. Our forward-looking statements may not prove to be accurate, or a number of factors could cause actual
events, results, etc. to differ materially from expectations, estimates or intentions. These risk factors include market and general
economic conditions, regulatory developments, the effects of competition in the geographic and business areas the fund may invest
and others as detailed in Ravensource’s Annual Information Form. Forward-looking statements are not guarantees of future
performance. For these reasons, it is important that readers do not place undue reliance on our forward-looking statements and
should be aware that Ravensource may not update any forward-looking statements.
An investment in Ravensource is not suitable for all investors. Please consult with your financial advisor concerning your particular
circumstances prior to investing.
All index performance information has been obtained from third parties and are shown for information purposes only. Past
performance is no guarantee of future results.
Unless otherwise noted, all data in this presentation is as of September 1, 2022.
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Executive Summary
Once-a-year opportunity to invest in a fund focused on profiting from corporate turnarounds
▪

Ravensource Fund is a publicly listed investment fund with a highly differentiated investment strategy
❑

We invest in companies ripe for a corporate turnaround that other investors have abandoned or ignored:
•

▪

▪

▪

▪

Our investment portfolio is comprised of distressed securities, alternative credit, and special situations

❑

Ravensource invests at fire sale prices, capitalizing on traditional investors need / desire to exit and few other buyers

❑

We own what few investors own, potentially creating a meaningful diversifying impact on investors’ portfolio

Invest alongside the Stornoway team, the Fund’s manager: experts with significant skin-in-the-game
❑

3 investment professionals with 45+ years of combined experience in distressed & special situations investing

❑

Stornoway employees own over 14% of Ravensource units: deep conviction in Ravensource opportunity

Stornoway process is engineered to reduce risk AND increase returns through active involvement to help effect change
❑

We identify a challenged company, invest when there is an executable solution, and profit on the value created

❑

Stornoway Way: we partner with other key stakeholders to effect change, reduce risk and create / capture value

Today’s Ravensource investors can benefit from significant value already created but not yet recognized in price
❑

Typical investment lifecycle is 2-4 years; market rarely rewards us until the end when company is fully fixed

❑

84% of Ravensource’s NAV is in investments in later stages of lifecycle: poised for gains when ‘job is done’

Recirculation offers once-a-year – and most accessible – opportunity to invest in Ravensource
❑

Though Ravensource is public, there is typically limited buying opportunity through market on any given day

❑

253,943 units available and will be sold on a ‘first come, first served’ basis until September 21 at 2pm

❑

Highly tax efficient opportunity: eligible for RRSP / TFSA accounts
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14+ Year Track Record of Outperformance
Since July 2008, Ravensource has generated 43% more wealth creation than the S&P / TSX
▪

Rewarding the long-term investor:
❑

$100,000 invested in Ravensource when Stornoway became manager in July 2008 is now worth $245,990

❑

Long-term Wealth Creation: Ravensource up $145,990 after all fees and expenses versus $102,073 for S&P / TSX
$300,000

$245,990

$250,000

$200,000

$202,073
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Ravensource Fund NAV
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Sep-22

S&P/TSX Composite Total Return Index

Ravensource Fund NAV based on net asset value per unit, assuming all distributions are reinvested in units at net asset value.
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The Ravensource Opportunity

Lost in the Sea of “Me-Too” Funds
Investing today: more choice, less differentiation
▪

Today’s investors have access to more investment funds. However, are these funds truly different?

▪

To find a beacon of distinction, investors are often left questioning:
❑

Why am I paying fees to a fund manager to invest in the same stocks I could buy myself?

❑

Are returns being driven by value created by the manager or are they relying on Mr. Market to increase their prices?

❑

If my funds are investing in the same big Bank, Telecom, & Utility companies, am I really diversifying my risk?

❑

Is the fund manager meaningfully invested in their fund? Are they growing their asset base just to collect more fees?

❑

Am I investing with someone focused on my long-term success or are they chasing short-term trends?
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Consider Ravensource
The Ravensource Fund is a closed-end investment fund publicly listed on the TSX (RAV.UN)
Objective
▪ To protect and grow our investors’ wealth over the long term, diversified away from their other investments
▪ We do so by investing in distressed, credit and special situations securities off the radar screen of most investors
Time-Tested
▪ We have a 14+ year track record of outperformance | 43% more wealth creation since 2008 than S&P TSX index
Differentiated Investment Strategy
▪ Our investments are focused on idiosyncratic, off-the-run opportunities rarely found in other funds’ portfolios
▪ We create value through an active, hands-on approach rather than passively rely on Mr. Market to generate returns
▪ Can have a powerful diversifying impact on a portfolio as our investments are unique from other asset classes / funds
Two Birds, One Stone – Our Actions Reduce Risk and Increase Return
▪ We invest at fire-sale prices from needy sellers facing scant demand; low prices increase our margin of safety
▪ We then take actions to influence change which reduces the risk present at investment and drives value creation
Managed By Experts
▪ Stornoway Team has over 45 years of combined distressed, credit and special situations investing experience
Deep Alignment
▪ We think like owners and act like partners because we are: Stornoway Team owns >14% of the fund units outstanding

Accessible
▪ Publicly traded | Purchased / sold through your brokerage account like any public shares | Annual redemption right
▪ Eligible for Registered accounts (RRSPs, TFSAs, RESPs, etc.)
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The Ravensource Recirculation Opportunity
A once-a-year opportunity to buy Fund units in amounts rarely offered in the market
▪

Ravensource is publicly traded on the TSX (ticker: RAV.UN)
❑

▪

As a small fund with long-term focused investors, though, the units generally trade in only modest quantities

However, there is an annual opportunity – the “Recirculation” – to buy more than is typically available on the TSX
❑

Investors have an annual redemption right to ensure they have liquidity on their investment

❑

Instead of retiring the redeemed units, Ravensource can recirculate, or ‘re-sell’ those units to other investors

•
❑

The units are available on a first-come, first-served basis
•

▪

▪

This creates a temporary “piggy bank” of units that can be re-sold until the deadline date

Previous recirculations in 2009, 2010, 2013, 2017, 2018 and 2019 were fully subscribed

The details of this year’s Recirculation Opportunity are as follows:
❑

Number of units available for purchase:

253,943

❑

Recirculation price per unit:

$15.2646 (NAV as of Sept. 1, 2022)

❑

Total Recirculation Amount:

$3,876,338

❑

Order Deadline Date:

September 21, 2022 @ 2pm

❑

Settlement Date:

September 23, 2022

Please contact Stornoway at info@stornowayportfolio.com or 416-250-2845 if you would like more information on
the Recirculation Opportunity and how to participate
❑

Instructions/FAQ for your investment advisor are also available at www.ravensource.ca/recirculation

❑

If you use a discount brokerage / self-directed investment account, please contact Stornoway to participate
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Why Invest in Ravensource Now?
Recirculation offers short window to capitalize on Ravensource’s portfolio and favourable landscape
1. We believe our portfolio is set to realize material potential gains if we achieve successful exits on our investments:
❑

The market prices of our investments do not reflect the value we have created to date

❑

The bulk of our gains typically come at the end of an investment’s life when a company is fully & finally fixed
•

The market / strategic buyers do not give credit for half-done turnarounds

❑

Most of our investments have made significant progress, but are yet to reach their final realization milestones

❑

We have quantified the upside potential of our investments on “The Carrot” slide of this presentation

2. Increasing corporate distress and market volatility = favourable landscape for Ravensource’s core strategies
❑

Great companies who took on too much cheap debt will need restructuring to survive in a time of recession

❑

Traditional lenders pulling back on extending credit creates opening for Ravensource to provide much-needed
capital on highly attractive terms

❑

Many well-run and high cash-flowing companies are the proverbial babies being thrown out with the bath
water providing patient and discerning investors with excellent opportunities

3. The Recirculation Opportunity
❑

The Ravensource Recirculation is the most accessible way to take advantage of these opportunities, and it only
happens once a year
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Ravensource and Stornoway:
An Overview

Ravensource: Born from Opportunity
Taking the portage less traveled…
▪

▪

▪

In 2003, Pat Hodgson — avid outdoorsman and shrewd value investor — salvaged the failing First Asia Fund and
transformed it into the Ravensource Fund to focus on under-followed North American small-cap stocks
❑

Renamed the fund after his favourite canoe portage between the Raven and Source lakes in Algonquin Park

❑

Recognized First Asia Fund’s losses were valuable to defer tax on Ravensource’s profits for the foreseeable future

In 2004, Scott Reid founded Stornoway and launched the Stornoway Recovery Fund LP (“SRFLP”)
❑

Seeks to capitalize on Canadian distressed and turnaround opportunities involving small and mid-cap companies

❑

Pat — along with Michael Bregman — were SRFLP’s original lead investors

In 2008, Pat passed the paddle to Stornoway to evolve Ravensource into a differentiated vehicle for individual investors
❑

Ravensource’s investment mandate was expanded to focus
on opportunities that matched Stornoway’s Edge:
•

Distressed Securities

•

Alternative Credit

•

Special Situations Equities

❑

Utilize Stornoway’s institutional structure, investment team /
process and governance / compliance regime

❑

Investing alongside the larger SRFLP fund opened up
investment opportunities for Ravensource that are otherwise
inaccessible for a small mutual fund trust / investors
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Grown with Purpose
…and continuing the track record of success
▪

▪

▪
▪

▪

Stornoway invests where others lack the vision, skills or expertise to go
because…that’s where we believe the best opportunities reside!
❑

Motivated sellers + few competitors enables us to buy at lower
prices = increased margin of safety and higher potential returns

❑

Easier to acquire position of influence to fix company’s problems

We then roll up our sleeves to create and capture value for our investors
by partnering with others to “connect the dots”:
❑

Invest in distressed & overlooked companies no one wants to own

❑

Turn them into thriving enterprises prized by strategic acquirors

The critical ingredient: our actions and involvement drive change

Joining Scott on the Stornoway Team are Daniel, Brandon and Mahesh. Together, we share a:
❑

Passion for solving problems and a drive to succeed where others have failed or bailed;

❑

Philosophy that one must to think and act differently than the crowd to generate superior returns; and

❑

Discipline to employ an analytically rigorous process to identify and capture value on our investments.

The Stornoway Way is to run into the fire: rescuing companies by providing creative solutions to profit on their recovery
❑

We buy at fire-sale prices, capitalizing on existing investors’ fears, apathy, and lack of vision as to the possible

❑

We partner with management teams and other investors to effect change necessary for the company to prosper
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Stornoway Team: Expertise, Focus, and Drive
A tight-knit team of career experts with a combined 14.7% ownership of Ravensource

Scott Reid

Daniel Metrikin

Brandon Moyse

Mahesh Shanmugam

President & CIO

Principal

Principal

VP of Operations

25+ Years Experience
Founded Stornoway in 2004
Owns 118,839 Ravensource units /
9.9% of units outstanding

12+ Years Experience
Joined January 2017
25,594 units / 2.1%

10+ Years Experience
Joined December 2015
23,664 units / 2.0%

9+ Years Experience
Joined May 2017
8,200 units / 0.7%
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The Stornoway Edge
Our “secret sauce” to create value for Ravensource investors

Expertise

Experience

Network

Leadership

Partnership

• Deep analytical capabilities to evaluate all securities across the capital structure
• In-depth knowledge of credit markets, restructuring process and complex investments

• Proven track record of creating value for investors over 14+ years
• Extensive experience as investors / advisors / analysts on all sides of the table

• Strong relationships in banking, legal and accounting communities drives sourcing
• Knowledge, skillset and credibility necessary to influence outcomes

• Reputation for taking leadership positions, both at the board level and informally, to
reduce risk and unlock value for companies / investors

• Stable, patient and knowledgeable investor base that are treated as true partners
• Alignment via performance-oriented fee structure and personal investment in fund
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Partnership is Core to What We Do
Our small size gives us agility in investing; we punch above our weight class by being great partners
▪

Partnership Approach: turnaround investing is a constant process of overcoming challenges and problem solving
❑

▪

Active investing ≠ hostile investing
❑

▪

Stornoway partners with management teams & investors to help create positive change
Stornoway tough when we need to be, but always prefer the path of consensual solutions

We get actively involved, help provide solutions through strong factual arguments and data-driven conclusions
❑

We serve on boards and committees in many of our investments

❑

We use our expertise as a source of competitive advantage and value creation
•

▪

For example, we take the lead in crafting restructuring plans to both leverage our knowledge and drive
the outcome we believe is best

Our most important partners are our fellow Ravensource investors. Our values include:
❑

Always operate with an investors-first mentality

❑

Alignment through significant fund ownership by Stornoway employees (>14% of Ravensource)

❑

Candid and open reporting via in-depth semi-annual letter to unitholders and open door policy
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Think Differently, Act Differently
Stornoway was founded on these principles
▪

▪

▪

We act as partners — not an detached asset managers
❑

Our investors are our partners, and we treat them as such

❑

We view Stornoway as the “lead investor” and we manage your capital
alongside our own, on the exact same terms

We invest in what we know, when we have an Edge and a differentiated view
❑

Our mandate is specific, leveraging our competitive strengths and expertise

❑

It is a unique investment strategy, largely inaccessible to personal investors

We are small and agile, and we like it that way
❑

▪

We earn our return through value creation
❑

▪

Our size provides us the flexibility to invest in situations where those with
larger pools of capital cannot

Our rewards are reaped when fundamental change is achieved, and our
‘sweat capital’ goes into making that happen, not market gyrations

We are patient, long term investors. We only seek investors who share those
characteristics.
❑

Investing in distress and special situations requires a long term perspective
and the fortitude to withstand the ups and downs of illiquid investments

The Result? Long term outperformance
▪

We’ve been at this a while, over a decade and a half, with a track record of
outperformance and differentiated returns
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The Stornoway Funds
Two Funds with a shared focus: creating and capturing significant value from overlooked securities
▪

Ravensource is small and agile fund, benefitting from Stornoway’s infrastructure and scale in a cost-effective way
❑

▪

Provides Ravensource access to distressed opportunities otherwise unavailable to small funds / individuals

However, Ravensource differs from SRFLP in several aspects, including:
❑

~41% of Ravensource NAV is invested in opportunities not in SRFLP

❑

Ravensource is eligible for RRSPs/TFSAs, and has no minimum investment (SRFLP: $1mm)

Publicly listed alternative investment vehicle with three complementary
strategies to create long-term value

Limited partnership specializing in creating long-term
capital appreciation from distressed situations

▪

Trust publicly listed on the TSX (RAV.UN)

▪

Private Limited Partnership, accredit investors only

▪

Invests in: Distressed; Alt. Credit; Special Situation Equities

▪

▪

10-20 positions, max cost basis of 10% of NAV

Invests only in opportunities arising from financial
distress

▪

1% management fee; 20% incentive fee above 5% hurdle rate
and lifetime highwater mark

▪

5-10 positions, max cost basis of 20% of NAV

▪

2% management fee; 20% GP Profit Allocation with
a 6% preferred return and lifetime HWM

▪

Monthly redemption @ NAV after 1-year lockup

▪

Flow-through: tax passed on to fund investors

▪

Does not pay a distribution

❑

HWM is 26% above current NAV – next 26% of returns
are ‘free’ of incentive fees

▪

Annual redemption at NAV, freely tradeable

▪

Significant tax assets shelter investors from tax

▪

Currently pays $0.15 semi-annual distribution
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Ravensource’s
Investing Playbook

Ravensource’s Sweet Spot
One core investment philosophy applied across three complementary strategies
1.

Distressed Securities
• Good companies which are in, or perceived to be in, financial trouble typically due to high debt levels
• We buy their securities and / or provide new capital; de-risk the company by lowering debt; then help revitalize it

2.

Alternative Credit
• Corporate debt where we earn an attractive yield / income given the underlying credit risk
• We lend to going concern companies who face obstacles in accessing traditional forms of financing

3.

Special Situation Equities
• Stocks with identifiable catalysts to bridge the gap between market price and intrinsic value
• Primarily small to mid-cap companies, often going through a reorganization or fundamental change

▪

Past examples of applying our ‘Edge’ to create value:

Distressed Securities

Alternative Credit

Special Situation Equities

Investment Summary

Investment Summary

Investment Summary

Status:

Crystallized

Status:

Crystallized

Status:

Crystallized

Investment:

Convertible Bonds

Investment:

Secured Notes

Investment:

Common Equity

Investment Period:

June 2006 to Oct 2018

Investment Period:

Dec 2017 to July 2018

Investment Period:

Jun 2019 to Jan 2020

Avg Purchase Price:

$80 per $100 bond

Avg Purchase Price:

$90 per $100 Bond

Avg Purchase Price:

$9.50 per share

Realized Value:

$608 per $100 bond

Realized Value:

$103 per $100 Bond

Realized Value:

$10.91 per share

Total Return:

660.4% (Gross)

Total Return:

14.7% (Gross)

Total Return:

14.2% (Gross)

Annualized Return:

24.7% (Gross)

Annualized Return:

28.2% (Gross)

Annualized Return:

30.8% (Gross)

18

Ravensource’s Investment Philosophy
We believe superior performance is achieved by having a differentiated view from the crowd
▪

We seek out overlooked and misunderstood opportunities, and apply our Edge and grit to forge a new path forward

We buy at very low prices, reflecting the reality of a difficult, but fixable, situation…
▪

Our opportunities to buy low exist because current investors want out and face little buyer demand

▪

Sourced from most investors’ “Too Hard Pile” – few investors are interested in companies:

▪

❑

Whose bonds have stopped paying interest because they cannot afford it

❑

That are in or headed towards insolvency

❑

Which need to undergo fundamental change to survive

These low prices both provide a strong margin of safety and create the potential for outsized rewards

…and then effect change to revitalize the company and profit
▪

▪

We take positions of influence (boards, creditor committees, large ownership stakes) and get actively involved to fix
these problems, by:
❑

Swapping a distressed company’s bonds for equity to turn it into a healthy going concern

❑

Investing new capital to stabilize a company and enable it to execute a business plan or sell assets

❑

Changing management; buying / selling assets; merging with another company to increase value

❑

Partnering with management teams and strategic investors to create positive change

The de-risked / de-stressed company is then attractive to a wide buyer base enabling us to sell at a profit:
❑

Often to strategic investors, who avoid “hairy” situations but pay a premium for “clean” companies

❑

Back to the market which no longer applies a large risk discount to the company’s value
19

What Makes Ravensource Different
We don’t just say “different”, we mean “different”
▪

We buy what you likely cannot / will not:
❑

▪

▪

e.g. unlisted defaulted bonds; private companies; directly negotiating financings to companies in insolvency

We own what few if any of your mutual funds / hedge funds / ETFs own:
❑

Only 2 investments representing ~12.9% of Ravensource’s portfolio are in the S&P 500 or S&P / TSX index

❑

Our small size is an asset, enabling us to invest in situations too small for most institutional investors

We fix what is broken rather than stand by and hope for problems to resolve themselves or sell at a large loss
❑

We get actively involved — our positions of influence enable us to effect positive (and profitable) change
Company Name

Security Type at Time of Investment

Stornoway Role

Crystallex International Sr. Notes

Unlisted defaulted bonds

Creditor Committee Member

Dundee Corp. Preferred Shares

Thinly traded preferred shares

Largest Preferred Shareholder

Quad Graphics Inc.

Deep value, misunderstood public US
equity

Passive investment

Kiwetinohk Energy Corp.

CCAA rescue equity financing to
private company

CCAA Plan Sponsor

Firm Capital Apartment REIT

Rights offering into a public equity

Former Board Member

Algoma Steel Group Inc.

Special Purpose Acquisition
Corporation shares

Passive investment

Spark Power Group Inc.

Private placement into a public equity

Largest Independent Shareholder

GXI Acquisition Corp.

Private company common shares

Board Member
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Note: Not an exhaustive list of current Ravensource
positions; see Top 25 holdings on Ravensource website for
more detail on portfolio.

The KEC Story: From Insolvency to Renewal
Rescued from the brink of liquidation, Kiwetinohk Energy is now flexing its strength
▪

In early 2020, an oil & gas company called Delphi Energy Corp. was forced into CCAA / insolvency by its creditors

▪

Stornoway recognized Delphi’s potential to flourish and took actions to capitalize as other investors were bailing out
❑

▪

In Q4 2020, Delphi emerged in a position of strength: debt-free and with fresh capital from Stornoway and others
❑

▪

▪

❑

Merged with Pat Carlson’s entity (“KEC”) to deepen assets, expertise, and financial strength

❑

Acquired a large swath of highly synergistic assets

❑

Listed its shares on the TSX

$30.00

One of the most aggressive drilling programs in the oil
patch with >100% well-IRRs
Building out a platform of renewable and gas-fired
power plants to diversify its downstream assets

Value: $26.00
$25.00

$20.00

$15.00

Despite successes, KEC remains deeply undervalued
❑

Post-CCAA and newly-listed, lacks investor following

❑

Value of future production being heavily discounted

Potential
Return: 77%

Sep. 1
Price: $14.67

$10.00

$5.00

We have deep conviction KEC will be worth $26-30 in 2023
❑

▪

KEC: From Investment to Today to Tomorrow

KEC is now laser focused on maximizing its potential in 2023:

❑

▪

Partnered with Pat Carlson, an industry legend, whose team led the post-restructuring revitalization initiatives

This new financial flexibility enabled it to complete several significant transformations over the course of 2021-2022:

❑

▪

Took a leadership role: helped craft restructuring plan and rescue financing package to enable exit from insolvency

Potential 77-104% total return over 9-18 months

Large impact for Ravensource investors: KEC is 18.4% of NAV
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Ravensource earns its returns as significant milestones are achieved…

“The Carrot”: Significant Potential Upside
Successful exits will enable us to capture the significant value created to date
▪

KEC is a quintessential example of how our returns come in “lumps”

▪

Only when the market recognizes that fundamental change has occurred, i.e. a major milestone is reached, do we get
paid for the work / value created up to that point
❑

▪

Many of our investments have significant unrecognized value built up that will be realized upon exit

The table below captures what we are ‘playing’ for – our proverbial “Carrot”
"The Carrot"

Sep. 1, 2022
Investment

▪

1

Total Return

2

Price

Exit Proceeds

Estimated Time to Exit

Crystallex International Corp.

$110.00

$220.00

100.0%

2 - 4 years

Dundee Corp.

$18.52

$20.86

12.6%

3 - 9 months

Kiwetinohk Energy Corp.

$14.67

$26.00

77.2%

9 - 18 months

Firm Capital Apartment REIT

$4.73

$7.21

52.5%

12 - 18 months

Genworth Financial Inc.

$4.17

$5.50

31.9%

6 - 18 months

Algoma Steel Group Inc.

$8.73

$19.00

117.6%

1 - 2 years

Stelco Holdings Inc.

$35.00

$55.00

57.1%

1 - 2 years

Quad/Graphics Inc.

$3.15

$6.85

117.5%

1 - 2 years

Brookfield DTLA

$9.15

$20.00

118.6%

2 - 4 years

“The Carrot” is a:
❑

Reasonable estimate of the value we expect to achieve upon a successful exit of our investments
•

Achievable value based on today (not increased sales, expanded margins, etc.); not a “best case” scenario

❑

Not a prediction of future annual returns which are influenced by timing, cash, new investments, etc.

❑

Not a firm timeline to realization – timing is one of our most uncertain and uncontrollable factors
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(1) Stornoway’s estimate of the proceeds received on a successful realization plus any
interim dividends / distributions received.
(2) Unannualized return to the midpoint Estimated Time to Exit.

Powerful Diversifying Effect on Portfolios
Outperformance and a differentiated strategy = increased returns and less risk
▪

Ravensource’s differentiated returns and long-term outperformance have created a powerful diversifying effect on
investor portfolios

▪

To illustrate: An investor who allocated 10% of a $1mm investment portfolio – using the S&P / TSX Composite Index
as a proxy – to Ravensource since July 2008 would have:
❑

Increased the value of their portfolio by $43,917 / 2.2% vs. the S&P / TSX; and

❑

Decreased their portfolio risk, as defined by annualized downside deviation, by 8.7% vs. the S&P / TSX
•

Risk per unit of return would have decreased from 3.11 to 2.75 in the blended portfolio
Impact of a 10% Ravensource Investment
on a $1MM Canadian Equity Portfolio

$160,000
$140,000

Incremental Retrurn

$120,000
$100,000
$80,000
$60,000
$40,000
$20,000
$0
($20,000)

2008

2009

2010

2011

2012

2013

2014

2015
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2021
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Tax Efficient Structure
Ravensource investors benefit from significant tax advantages of the Fund
1. Large pool of capital losses — $10.2mm, or 56% of NAV – that can defer capital gains taxes for long-term
Ravensource investors
▪ Ravensource’s predecessor fund – First Asia Fund – generated large capital losses in the 1990s and 2000s
❑

Ravensource was able to retain these tax assets to benefit future investors

▪ The remaining capital loses enable Ravensource to defer taxes owed on realized capital gains
▪ This allows Ravensource to compound returns on a tax-deferred basis, placing more dollars in unitholder’s pockets
▪ Holders of mutual funds that do not have these types of tax assets can have large tax liabilities when investments in
the fund are realized, even if the investors has not sold their position
▪ These tax assets will further leverage Ravensource’s returns on a post-tax basis for the individual investor:
Estimated After-Tax Value - 10 Year Investment Period
IRR (net of fees)

Tax

Post-Tax Benefit of Ravensource

Pre-Tax

Post-Tax

Efficiency

Post-Tax Value

Ravensource

6.6%

5.1%

78.3%

$164,904

-

S&P / TSX ETF
US High Yield ETF

5.0%
6.1%

3.4%
2.8%

68.6%
46.5%

$140,346
$132,386

$24,558
$32,517

Add'l Wealth Created

% on $100k Investment
24.6%
32.5%

2. Ravensource is eligible for investment through Registered accounts such as RRSPs, TFSAs, and RESPs
▪ This is unique among actively managed alternative products creating a niche role for Ravensource in these accounts
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Terms, Historical Performance,
Suitability Considerations,
Risks, and Conflicts of Interests

Fund Structure and Terms
The Ravensource Fund
Structure

Closed-end trust
Eligible for registered accounts (e.g. RRSP, RESP, TFSA, RRIF)

Trading Exchange & Symbol

Toronto Stock Exchange / RAV.UN

Management Fee

1% of net assets

Incentive Fee

20% of increase in net asset value above a 5% hurdle rate, and subject to a
lifetime high-water mark

Distribution Policy

Semi-annually in June and December

Most Recent Distribution

$0.15/unit on June 30, 2022 (2.0% yield at Sep. 1, 2022 NAV of $15.2646)

Liquidity Terms

Freely tradeable on TSX
No investment minimum
Annual redemption right at 100% of net asset value

Tax Pools

$10.2 million of unused capital losses as at December 31, 2021
$0.9 million of unused non-capital losses as at December 31, 2021
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Historical Returns
Ravensource Fund's Monthly Returns (Net of All Fees; July 2008 - Sep 2022)
Year

Jan

Feb

Mar

Apr

May

Jun

Jul

Aug

Sep

2022

-2.48%

1.95%

6.78%

-4.64%

-4.62%

-9.88%

6.26%

-2.05%

-2.31%

2021

-0.52%

4.54%

-0.30%

2.25%

-0.83%

4.94%

-2.60%

2.55%

0.33%

1.44%

-1.90%

1.69%

11.87%

2020

0.97%

-0.34% -15.67%

3.19%

0.10%

-0.93%

-2.95%

4.45%

-1.69%

0.89%

4.23%

-0.07%

-9.05%

2019

3.97%

-1.94%

0.74%

0.18%

-0.84%

1.33%

0.09%

1.43%

0.41%

-0.71%

-2.66%

3.00%

4.90%

2018

-0.84%

1.50%

-1.51%

1.54%

2.84%

4.27%

0.03%

2.83%

-0.90%

1.73%

2.96%

1.64%

17.15%

2017

-1.29%

5.30%

-0.15%

-0.19%

-0.63%

-2.48%

-1.71%

0.30%

3.03%

0.19%

1.00%

3.43%

6.71%

2016

-3.53%

-0.28%

2.25%

3.24%

2.35%

1.48%

0.98%

0.02%

1.15%

0.71%

-1.13%

0.02%

7.32%

2015

0.56%

3.43%

1.56%

4.23%

-0.12%

0.43%

-0.30%

-4.36%

-0.56%

3.53%

1.13%

3.65%

13.63%

2014

1.58%

2.06%

1.83%

3.04%

0.48%

4.35%

-1.39%

2.97%

-5.05%

-2.53%

-5.45%

-3.47%

-2.18%

2013

3.62%

0.35%

1.63%

-0.37%

0.01%

4.36%

4.54%

0.66%

2.48%

1.18%

0.24%

1.27%

21.70%

2012

7.12%

3.21%

2.29%

-0.44%

-1.98%

-0.20%

0.14%

0.84%

0.48%

0.59%

-0.02%

3.01%

15.80%

2011

2.50%

2.25%

0.37%

-0.18%

-2.11%

0.37%

0.19%

-4.78%

-1.38%

0.10%

-0.37%

-0.10%

-3.29%

2010

7.74%

0.46%

3.92%

4.33%

-4.57%

2.01%

5.30%

1.36%

2.17%

1.62%

1.89%

2.54%

32.26%

2009

-3.91%

-2.22%

0.95%

4.12%

3.60%

4.51%

3.54%

11.24%

7.61%

0.00%

2.72%

7.28%

46.06%

-2.89%

2.43%

-8.18% -16.90% -9.94%

2008
Total Return Since SPM became Manager:

145.99%

Oct

Nov

Dec

YTD
-11.52%

-2.93% -33.65%

Annualized Return Since SPM became Manager:

6.55%

September 2022 Return reflects monthly return to date as of September 1, 2022
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Annual Redemption Right
▪

▪

▪

Ravensource units are listed on the TSX, where interested counterparties can freely buy and sell Ravensource units
❑

Historically, Ravensource units have traded within 5% of net asset value

❑

However, secondary market is dependent on 3rd parties who may not offer sufficient liquidity for unitholders

To provide unitholders with additional liquidity, Ravensource has an annual redemption right
❑

Allows unitholders to redeem all or some of their units for cash at 100% of net asset value

❑

Units tendered under the annual redemption right can be recirculated / re-sold to interested investors

The process for unitholders to exercise their annual redemption right is as follows:
1.

Early July: Ravensource alerts brokers of the annual redemption right through a CDS bulletin
•

2.

Early August: deadline which brokers must notify CDS of client’s exercise of the annual redemption right
•

3.

Redemption notices must be sent by the unitholder’s broker to CDS no later than the 20th business day
before the Redemption Date

Early September: the redemption price to be paid to redeeming unitholders is determined
•

4.

Brokers who have clients that are unitholders will receive the CDS bulletin and are responsible for
getting instructions from their clients if they wish to redeem units

Redemption price is the net asset value calculated by Ravensource’s Fund Administrator – SGGG Fund
Services - as of the first Thursday of September (the “Redemption Date”)

Late September: unitholders receive cash for redeemed units 15 trading days following the Redemption Date
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Suitability Considerations
▪

The primary characteristics of the Ravensource’s investment strategy include:
❑

Focused portfolio strategy
•

❑

Nature of investments
•

❑

Distressed securities, alternative credit and special situations require specialized financial analytical skills

Performance and marketability of underlying securities
•

▪

More concentrated / less diversified than a traditional investment portfolio

Ravensource’s investments may be thinly traded, illiquid and experience significant price fluctuations and
take several years until an investment is realized

Given these characteristics, Ravensource is suitable only for long-term investors with above-average risk tolerance:
❑

investors with a longer-term time horizon

❑

As the Fund’s distribution may vary and the Fund’s investment strategy emphasizes long-term capital appreciation
versus current income, it may not be suitable for income-oriented investors

❑

An investment in the Fund should be considered part of the higher-risk equity or alternative investment allocation
of a diversified investment portfolio

❑

While Ravensource is publicly traded on the TSX, its typical daily trading volume is small, potentially requiring an
investor to depend on the Annual Redemption Right for liquidity

▪

Ravensource should represent only a portion — no more than 10% — of a well-diversified investment portfolio

▪

Please consult with your financial advisor concerning your particular circumstances prior to investing
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Risks of Investing in Ravensource
▪

All investments present a risk of loss of capital
❑

▪

▪

Risk is a dynamic metric that varies over time, primarily as a result of attaining – or failing to attain – key milestones
❑

Reaching a restructuring agreement, sale to strategic investor, repayment of a loan

❑

We continuously monitor risk and mitigate its impact including reducing our investment if warranted

Other risks - as described in the Annual Information Form - that may affect the value of your investment include:
❑

▪

▪

We believe Ravensource’s investment criteria and research diligence will moderate this risk through a careful
selection of securities but risk of loss remains and there can be no assurance that our investment beliefs will be
realized

changes in foreign exchange rates, interest rates, credit conditions, other economic conditions / factors.

Our risk management tools include:
❑

Establishing a large “margin-of-safety” by purchasing investments at a large discount to their intrinsic value

❑

Structure our investments to mitigate risk of loss

❑

Become actively involved with our investees to protect our investment

❑

Implement hedging strategies to mitigate macroeconomic risks, i.e. foreign exchange

However, sometimes we are wrong, have an insufficient margin of safety or are ineffective in de-risking a company /
investment exposing our investors to a loss
❑

A Ravensource investment should only represent a small percentage of an otherwise diversified portfolio
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Contact Information
Stornoway Portfolio Management Inc.
30 St. Clair Avenue West
Suite 901
Toronto, ON M4V 3A1

www.StornowayPortfolio.com

Scott Reid, CFA

Daniel Metrikin, MBA

President and Chief Investment Officer

Principal and EVP, Investments

Tel: 416-250-2845

Tel: 416-250-2847

Email: SReid@StornowayPortfolio.com

Email: DMetrikin@StornowayPortfolio.com

Brandon Moyse

Mahesh Shanmugam, CFA

Principal and EVP, Investments

VP of Operations

Tel: 416-250-2846

Tel: 416-250-2484

Email: BMoyse@StornowayPortfolio.com

Email: MShanmugam@StornowayPortfolio.com

www.ravensource.ca
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