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The Canadian Preferred Share market was positive 2 out 

of 3 months in Q4/2023 and finished the year off 

strongly. Overall, the S&P/TSX Preferred Share Total 

Return Index (the “Index”) was up 7.23% in Q4/2023. 

Series F of Lysander-Slater Preferred Share Dividend 

Fund (the “Fund”), and Lysander-Slater Preferred Share 

ActivETF (the “ETF”) were up 7.1%  and 7.0% 

respectively, in the quarter, on a total return basis.

For 2023, the Fund and the ETF each have outperformed 

the Index in their calendar year returns, with total 

returns of 8.3% for each of the Fund and the ETF, vs. 

5.9% for the Index. 

Persistent high inflation that has plagued many 

economies over the past several years has finally begun 

to show signs of slowing, causing the Bank of Canada 

(“BoC”) and the U.S. Federal Reserve (“Fed”) to hold 

interest rates, and signal potential rate cuts in 2024. In 

fact, the bond market has priced in 3 to 4 interest rate 

cuts next year causing the Canadian 5-year bond yield to 

drop to 3.2% at year-end from a high of 4.5% at the 

beginning of October. 

There were several factors that contributed to a strong 

Q4 for Preferred Shares. Firstly, in November, AltaGas 

surprisingly called in their $200MM 317bp spread reset 

(ALA.PR.E) which was trading at $22.20 prior to being 

called, and in another less surprising move the Bank of 

Nova Scotia called in their $300MM 243bp fixed rate 

reset which was their only outstanding Preferred Share. 
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The latter continues to follow the narrative of getting bank paper (specifically Preferred Shares) 

out of the hands of retail, and into more institutional ownership through limited recourse capital 

notes (“LRCN”) and $1K Preferred Shares. Overall, this is great news for Preferred Shares heading 

into 2024 as we expect continued redemption of bank issuance putting further pressure on the 

supply side of Preferred Shares. 

Secondly, the 2023 Canadian federal budget proposal to tax banks’ and insurance companies’ 

preferred share dividend income as “income,” was removed from the final budget. Note, this only 

applies to Preferred Shares, dividends received from common stock will still be subject to 

taxation. This alleviated the overhanging concern of financial institutions selling their Preferred 

Share investments and most likely contributed to institutions re-entering the market or 

purchasing more Preferred Shares.

Lastly, lower interest rates have forced risk-free assets to move to more normalized levels, 

making Preferred Shares attractive from a yield perspective. Specifically, fixed rate resets now 

yield in the range of 6 to 10% and straight perpetuals on average yield 6.6% both of which are tax 

efficient dividend income. 

Despite a market recovery of over 8% in the last few months, we still believe the Preferred Share 

market has strong capital appreciation potential in 2024. Our view is that several of the 16 bank 

fixed rate resets that are due in 2024 will be called leading to a further supply constraint. Also, 

despite the CAD 5-year bond yield dropping over 1% in the past several months many fixed resets 

that are due for reset in 2024 will still have an expected yield of 200-500bps over the 5-year GoC 

bond (Assuming CAD 5-year GoC of 3.2%). We have positioned both the Fund and the ETF with 

approximately 40% in fixed resets that will reset in 2024. The risk to our outlook is that a severe 

recession occurs, resulting in extreme downward pressure on bond yields and financial markets in 

general. 
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IMPORTANT DISCLAIMER

Lysander Funds Limited (“Lysander”) is the investment fund manager of Lysander-Slater Preferred Share 

Dividend Fund and Lysander-Slater Preferred Share ActivETF (collectively, the “Funds”). Slater Asset 

Management Inc. (“Slater”) is the portfolio manager of the Funds.  This document was prepared by Slater as 

portfolio manager of the Funds.  In this document, “we”, “us”, and “our” means Slater.  This document has 

been prepared solely for information purposes. Information in this document is not intended to constitute 
legal, tax, securities or investment advice and is made available on an "as is" basis. Neither Lysander nor 

Slater make any warranties or representations regarding the information herein. Information in this 

document is subject to change without notice. Neither Lysander nor Slater assume any duty to update any 

information herein. Certain information in this document has been derived or obtained from sources 

believed to be trustworthy and/or reliable. Neither Lysander nor Slater assume responsibility for the 

accuracy, currency, reliability or correctness of any such information. 

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund 
investments. Please read the prospectus before investing. Investment funds are not guaranteed, their 

values change frequently, and past performance may not be repeated. The indicated rates of return are 

historical annual compounded total returns including changes in unit value and reinvestment of all 

distributions and do not take into account sales, redemption, distribution or optional charges or income 

taxes payable by any securityholder that would have reduced returns. Different series may have different 

fees payable which may result in series of the same fund having a different rate of returns. 

This document may contain forward-looking statements. Statements concerning a fund’s or entity’s 

objectives, goals, strategies, intentions, plans, beliefs, expectations and estimates, and the business, 

operations, financial performance and condition are forward looking statements. The words “believe”, 

“expect”, “anticipate”, “estimate”, “intend”, “aims”, “may”, “will”, “would” and similar expressions and the 

negative of such expressions are intended to identify forward-looking statements, although not all 

forward-looking statements contain these identifying words. These forward- looking statements are 
subject to various risks and uncertainties that could cause actual results to differ materially from current 

expectations. Readers are cautioned not to place undue reliance on these forward-looking statements. 

While Lysander and Slater consider these risks and uncertainties to be reasonable based on information 

currently available, they may prove to be incorrect.

Nothing in this document should be considered a recommendation to buy, sell or short a particular 

security. Any specific securities discussed are intended as an illustration of the portfolio manager’s security 
selection process. The portfolio manager may sell these securities at any time, or purchase securities that 

have previously been sold. The positions may increase or decrease in value after the date hereof, and the 

portfolios that hold such positions may accordingly gain or lose money on the investment. The statements 

by the portfolio manager in their commentaries are intended to illustrate their approach in managing the 

funds, and should not be relied upon for any other purpose. 

The source of all S&P/TSX Indexes is TSX © Copyright 2023 TSX Inc. All Rights Reserved.

®Lysander Funds is a registered trademark of Lysander Funds Limited.


