
MARKET OVERVIEW

For the fourth quarter of 2008, international markets declined by 7.1%, 
but increased by 5.5% during its last month only. The quarter was 
characterized by the worst financial crisis in recent history as
governments across the world had to step in and bail out numerous 
financial institutions to avoid a complete collapse of the financial 
system. As a consequence, Financials registered the worst performance 
with a 21.4% decline, followed by Materials (-14.8%) and Consumer 
Discretionary (-8.5%). The main positive returns were posted by 
Telecommunications (+12.4), Health Care (+6.8) and Utilities (+6.2%).

The last quarter of the year was the most turbulent one in recent stock 
market history. Many main events stood out, such as the world wide 
bailout/nationalization of the banking system and extension of 
government loan guarantees, as well as worldwide interest rate cuts 
with short term rates converging to close to zero and a decline in 
commodity and crude prices by more than 50%. At the beginning of the 
quarter, inflation seemed to be the major threat, but at the end, 
deflation turned out to be the main menace.

PERFORMANCE REVIEW

The fund outperformed its benchmark. Our sector allocation (overweight 
in Consumer Staples and Health Care, as well as underweight in 
Financials and Industrials) and the fund’s cash level account for most of 
the outperformance.

On a stock-specific basis, the main contributors to positive performance 
were KDDI, Kurita Water Industries. Hengan International, BNP Paribas 
and Experian, while Alcon, ING Groep, Singapore Telecomm, E.ON and 
Techtronic Industries detracted from performance. 

NATCAN INTERNATIONAL EQUITY FUNDNATCAN INTERNATIONAL EQUITY FUND

Management Approach We are bottom up stock pickers, searching for secular growth opportunities that are reasonably priced. Preference is given to sectors offering sustainable 
growth and low volatility. The managers seek out and invest in the best business models globally: companies generating stable and persistent earnings growth, expanding and above-
average profit margins, and high returns on capital. This combination of attractive characteristics provides a margin of safety and a cushion against a host of inevitable economic and 
business uncertainties. 
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PERFORMANCE ATTRIBUTION VS THE INDEX

1 – Everywhere in this bulletin, “Fund“ refers to the Natcan International Equity Fund.
2 – Everywhere in this bulletin, “Index” refers to the MSCI EAFE Index.

Sector attribution includes sector allocation and stock selection.
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For more information about Natcan’s Funds: 514-871-7600 or info@natcan.com
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OUTLOOK AND STRATEGY

The fund remains defensively positioned with its strongest overweights in 
Health Care and Consumer Staples. The world is going through its worst 
recession in recent history and so far, there are no signs of recovery 
anytime soon. As consumer confidence is setting new record lows,
corporations are slashing investments and continue to reduce headcounts. 
The silver lining on the horizon is the strong government/central bank 
response with numerous economic stimulus packages and record low
interest rates. However, it will take time for these measures to make an 
impact. 

We continue to believe that the credit crunch is not over yet and 
Financials remain one of our biggest underweights. We recently saw some 
preliminary signs of healing in the credit markets. While far from 
conclusive, we would stand ready to decrease our underweight in 
Financials if there is further evidence of normalization of credit extension.

GEOGRAPHICAL ALLOCATION
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TECHNICAL CHARACTERISTICS
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This publication is intended for your private information. The information and opinions herein are provided for informational purposes only, are subject to change based on market and other conditions. 
The views expressed should not be relied upon as the basis for your investment decisions. Past performance is not necessarily indicative of future performance. This document is not and should not be 
construed as a solicitation or offering of units of any fund or other security in any jurisdiction. No part of this publication may be reproduced in any manner without the prior written permission of Natcan 
Investment Management Inc. The Natcan Pooled Funds performance returns are calculated on a net of fees basis. All market index returns presented in this document were provided by Thomson Reuters.
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