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Award-winning Middlefield Income Plus Class is the
ideal all-weather fund, aiming to provide income and
capital protection.

ROB LAUZON, managing director and chief investment officer at Middlefield, can afford a smile of
satisfaction when he contemplates the Middlefield Income Plus Class fund's stellar performance over the
past 12 months.

It is the asset management company's flagship fund, which seeks to provide stable income by investing
in a diversified portfolio of equity and fixed-income securities, all while emphasizing capital preservation.
The actively managed strategy recently won Fundata's prestigious award for top global equity balanced
fund of 2022. While its competitors' performance dived by up to 10 percent, the Income Plus Fund
maintained a steady course through the turbulence that amounted to a stunning outperformance.

This has earned it a prized Fundata FundGrade A+® rating, which is given to funds that have consistently
demonstrated the best risk-adjusted returns throughout an entire calendar year.
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Ideal “rainy day fund"”

Still, the last year has been, as Lauzon candidly admits, a confusing time, with slowing economic growth
and rising interest rates causing all sorts of dislocations in sectors and stocks. The fund could be said to
be designed for that kind of environment, and Lauzon describes it as a “rainy day fund.”

That makes it sound like the safe, steady kind of vehicle for wiser, older people, and Lauzon agrees that
it is best suited fo income clients, fo whom it pays out monthly dividends. It's ideal for clients who want to
pay off something like property tax, he says.

"You put $100,000 into it, we're going to earn you $5,000 to $6,000 a year," he says, adding, “Say | have
to create a stream that just pays my property tax every year, or, if | don't need any income, | could put it
on DRIP" — a dividend reinvestment plan that allows investors to reinvest their cash dividends in additional
shares or fractional shares of the underlying — "and I'm compounding that every year."

With income at its core, the fund needs a good spread of
dividend-bearing holdings, and ideally, Lauzon likes every
one of them to pay a dividend — but at the very least he
tries to achieve 90 percent-plus in that camp as fund
holdings.

"Protecting capital is important.
This fund is designed to do that
with low costs and diversified
investments”

ﬁ Lauzon's aim is to keep the fund producing high single-digit
g returns in the long run. To that end he keeps a minimum of
10 percent in fixed income. Meanwhile, its biggest sector
allocation currently is focused on the global energy transition, while Lauzon “loves REITs this year” and is
bullish on financials and healthcare.

But although he owns Apple and Microsoft, he is not overweight on technology stocks because he says it
is hard to find good-quality dividends with technology companies. The sceptical theme contfinues when it
comes to consumer stocks, in which he also takes an underweight position.

He doesn't own staples, as he thinks their run is over, and he believes the sector is calling out for a market
correction. It is an area he will avoid for another quarter or two, he says.

As befits an income fund, Lauzon is careful to shield it from any risks to its assets from squalling market
clouds on the horizon. He says, "Protecting capital is important. This fund is designed to do that with low
costs and diversified investments. So, it can be an all-weather fund. If someone just has one fund only
with their money, this could be it because of its revenue diversification. | am giving you income and you
can take it in cash, or you can DRIP it and compound it. | am giving you a low fee, and | am giving you
active management, which checks a lot of boxes.”
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Extensive due dilligence FUND PERFORMANCE
Its low fee is another of its attractive (Series F) as of January 31, 2023
features for investors, especially during

inflationary times, making it very 10% 804% 7:49% 7.33% 6.98%
4.37%

competitive with ETFs. "We should
probably raise the fee on the fund 0%
because it's probably too cheap! But we
are notf going to do that,” Lauzon laughs.

1 year 3years 5 years 10 years Since inception
(June 21, 2011)

All this strong performance while protecting capital takes a lot of careful work to achieve, and Lauzon
takes the fund's due diligence seriously. Company results are interrogated with prosecutorial zeal before
any investment is made. Lauzon is alert to the fact that some businesses may try to embellish their results
to make them look better to potential investors.

He says, "There's a point where a company is just pulling the wool over your eyes by saying, I'm giving you
a six-percent yield. But if you look at the numbers, they're only earning three. So you've goft to look at the

balance sheet, especially in a rising rate environment.”

Any signs of insider trading are also carefully scrutinized

by Lauzon and his team. They are decidedly keen on “If someone just has one fund
management owning a lot of stock in the company that only with their money, this could
they are pitching for investment and want alignment of be it because of its revenue

interests between management and shareholders. Although | diversification”
the Income Plus fund is not an ESG vehicle, Lauzon still uses

the insights he has gleaned from it to tailor his stock-picking. ﬁ

In particular, he applies the lessons of good governance to >

ensure that management compensation is appropriate to a

company's growth trajectory.

The economic outlook for the next year currently hovers between a drizzle of rain and prolonged
torrential downpour, depending on the forecaster. It's weather for which the fund has been built. Lauzon
takes a relatively upbeat view, describing himself as being in the soft-landing camp. and thinks that a
mild recession could be on the cards.

“It's a really good fime to talk fo your clients about getfting value,” he observes.

And that's at the heart of the fund's philosophy — that and getting a good performance for a passively
managed price.

Read the full article at www.middlefield.com
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