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Letter to Unitholders
We are pleased to present the 2016 annual report containing the management report of fund performance and the audited statements
for U.S. Financials Income Fund (the “Fund”).

After getting off to the worst start since 2009, 2016 ended up being a robust year for most investors with some indices hitting all-time
highs. The S&P/TSX Composite Index in Canada was one of the strongest performing markets generating a total return of 21.1 percent, 
primarily led by strength in the Materials and Energy sectors.  In the U.S., the broad market S&P 500 Index rose 11.9 percent while the 
technology centric NASDAQ Index had a total return of 9.0 percent.  Despite various events throughout the year that caused uncertainty
for investors, such as the China growth scare at the beginning of 2016, “Brexit” where Great Britain voted in favour to leave the European
Union and the election of Donald Trump as President in the U.S., markets quickly stabilized and resumed their uptrend on the 
anticipation of stronger GDP growth due to more supportive fiscal policies. 2017 is expected to provide continued uncertainty with 
elections in both France and Germany potentially impacting the state of the European Union, while North Korea continues to test its
nuclear and missile capabilities escalating tensions with South Korea and China

The Fund paid cash distributions of C$0.50 per Class A unit and US$0.50 per Class U unit during the year ended December 31, 2016. 
The net asset value (“NAV”) per Class A unit decreased 1.5 percent from C$8.45 at December 31, 2015 to C$8.32 at December 31, 2016
and the NAV per Class U unit increased from US$8.27 on December 31, 2015 to US$8.28 at December 31, 2016. The total return of the
Fund, including reinvestment of distributions, for the year ended December 31, 2016 was 5.1 percent for the Class A units and 6.9 
percent for the Class U units. The net realized and unrealized gain on options attributable to Strathbridge Selective Overwriting strategy
(see “The Fund”) amounted to C$0.19 per unit as compared to a net realized gain on options of C$0.12 per unit in 2015. For a more
detailed review of the operations of the Fund, please see the Results of Operations and the Portfolio Manager Report sections.

We thank all unitholders for their continued support and encourage unitholders to review the detailed information contained within the
annual report.

John P. Mulvihill
Chairman & CEO
Strathbridge Asset Management Inc.

The Fund 

The Fund is a closed-end investment trust designed to provide quarterly cash distributions and to maximize total return through 
capital appreciation and distributions. The Class A units are listed on the TSX under the ticker symbol USF.UN. From time to time, between
0 percent and 100 percent of the value of the Class A units’ U.S. dollar exposure may be hedged back to the Canadian dollar. The Class U
units are denominated in U.S. dollar currency and do not trade on an exchange. 

To accomplish its investment objectives, the Fund invests in an actively managed portfolio of U.S. financial issuers selected from the S&P
500 Index that are classified as “Financials” or “Real Estate” by Standard & Poor’s Global Industry Classification Standard and which have
a market capitalization of at least US$10 billion and a credit rating issued by Standard & Poor’s Rating Services of at least A- at the time of
purchase. The portfolio may include U.S. publicly listed alterative asset management issuers which have a market capitalization of at least
US$5 billion at the time of purchase. The Fund may also invest up to 25 percent of the net asset value in other U.S. financial or alternative
asset management issuers that do not meet the rating or market capitalization requirements noted above, public investment funds 
including exchange-traded funds and other Strathbridge funds (provided that no more than 15 percent of the net asset value of the Fund
may be invested in securities of other Strathbridge funds) that provide exposure to such securities.

The Fund employs a proprietary investment strategy, Strathbridge Selective Overwriting (“SSO”), to enhance the income generated by the
portfolio and to reduce volatility. The Fund intends to strategically write covered call options from time to time, in respect of all or a portion
of the securities in its portfolio. In addition, the Fund may write cash covered put options and may invest up to 10 percent of net assets to
purchase call options both in respect of securities in which the Fund is permitted to invest.

The SSO strategy is a quantitative, technical based methodology that identifies appropriate times to write and/or close out option 
positions compared to writing continuously and rolling options every thirty days. This proprietary process has been developed over many
years through various market cycles. The Manager believes the primary benefit to investors is to maximize the total return of the particular
portfolio while reducing the level of volatility of the portfolio, thereby increasing the risk-adjusted return.
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Management Report of Fund Performance

The management report of fund performance contains the financial highlights for the period ended December 31, 2016 of U.S. Financials
Income Fund (the “Fund”). The audited financial statements of the Fund are attached.

Copies of the Fund’s proxy voting policies and procedures, proxy voting disclosure record and quarterly portfolio disclosure may be
obtained by calling 1-800-725-7172 toll free, by writing to the Fund at Investor Relations, 121 King Street West, Suite 2600,  P.O. Box 113,
Toronto, Ontario, M5H 3T9, by email at info@strathbridge.com or by visiting our website at www.strathbridge.com. You can also request
semi-annual or annual reports at no cost using one of the above methods.

Investment Objectives and Strategies

The Fund’s investment objectives are to:

(1) provide unitholders with quarterly cash distributions; and

(2) maximize total return through capital appreciation and distributions.

To achieve its investment objectives, the Fund will invest in an actively managed portfolio of U.S. financial issuers selected from the S&P
500 Index that are classified as “Financials” or “Real Estate” by Standard & Poor’s Global Industry Classification Standard and which have
a market capitalization of at least US$10 billion and a credit rating issued by Standard & Poor’s Rating Services of at least A- at the time
of purchase. The portfolio may include U.S. publicly listed alterative asset management issuers which have a market capitalization of at
least US$5 billion at the time of purchase. The Fund may also invest up to 25 percent of the net asset value in other U.S. financial or 
alternative asset management issuers that do not meet the rating or market capitalization requirements noted above, public investment
funds including exchange-traded funds and other Strathbridge funds (provided that no more than 15 percent of the net asset value of the
Fund may be invested in securities of other Strathbridge funds) that provide exposure to such securities.

The Manager will select the constituent issuers to be included in the Portfolio utilizing its proprietary quantitative model supplemented
by fundamental analysis including, among other things, its view as to (i) the sustainability of the dividends on the securities held in the
Portfolio, (ii) the potential for price appreciation, and (iii) the attractiveness of the shares for generating premiums from writing covered
call options including liquidity and volatility considerations.

The Fund employs a proprietary investment strategy, Strathbridge Selective Overwriting (“SSO”), to enhance the income generated by the
portfolio and to reduce volatility. The Fund strategically writes covered call options from time to time, in respect of all or a portion of the
securities in its portfolio. In addition, the Fund may write cash covered put options and may invest up to 10 percent of net assets to 
purchase call options both in respect of securities in which the Fund is permitted to invest.

The SSO strategy is a quantitative, technical based methodology that identifies appropriate times to write and/or close out option 
positions compared to writing continuously and rolling options every thirty days. This proprietary process has been developed over many
years through various market cycles. The Manager believes the primary benefit to investors is to maximize the total return of the 
particular portfolio while reducing the level of volatility of the portfolio, thereby increasing the risk-adjusted return.

Risk

Risks associated with an investment in the securities of the Fund are discussed in the Fund’s 2016 Annual Information Form, which is 
available on the Fund’s website at www.strathbridge.com or on SEDAR at www.sedar.com. There were no changes to the Fund over the year
that materially affected the risks associated with an investment in the securities of the Fund.

Results of Operations 

Distributions

For the year ended December 31, 2016, the Fund paid cash distributions of C$0.50 per Class A unit and US$0.50 per Class U unit.

Since the inception of the Fund in February 2015, the Fund has paid total cash distributions of C$0.93 per Class A unit and US$0.93 per
Class U unit.

Revenue and Expenses

For the year ended December 31, 2016, the Fund’s total revenue were C$0.15 per Class A unit and US$0.15 per Class U unit and total
expenses were C$0.22 per Class A unit and US$0.22 per Class U unit, as compared to total revenue of C$0.18 per Class A unit and
US$0.16 per Class U unit and total expenses of C$0.23 per Class A unit and US$0.22 per Class U unit for the period at inception on
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February 24, 2015 to December 31, 2015. The Fund had net realized and unrealized losses of C$0.13 per Class A unit and US$0.03 per
Class U unit during the year as compared to net realized and unrealized losses of C$0.44 per Class A unit and US$0.62 per Class U unit
over the period from February 24, 2015 to December 31, 2015.

Net Asset Value

The net asset value per Class A unit of the Fund decreased 1.5 percent from C$8.45 at December 31, 2015 to C$8.32 at December 31,
2016. The net asset value per Class U unit of the Fund increased from US$8.27 at December 31, 2015 to US$8.28 at December 31, 2016.
The total net asset value of the Fund decreased C$15.4 million from C$33.2 million at December 31, 2015 to C$17.8 million at December
31, 2016, reflecting a decrease in net assets attributable to holders of Class A and Class U units of C$0.9 million, cash distributions of
C$1.7 million and unit redemptions of C$12.8 million. 

Recent Developments 

On September 2, 2016, the Manager announced that due to the change to the Global Industry Classification Standard (“GICS” ) effective
September 1, 2016 and the creation of the new Real Estate Sector which was previously included in the Financials Sector, the Fund is 
confirming that it will continue to invest in an actively managed portfolio (the “Portfolio”) of 20 to 30 equity securities selected from the
S&P 500 Index that are classified as “Financials” or “Real Estate” by Standard & Poor’s Global Industry Classification Standard and which
have a market capitalization of at least US$10 billion and a credit rating issued by Standard & Poor’s Rating Services of at least A- at the
time of purchase. The Portfolio also includes U.S. publicly listed alterative asset management issuers which have a market capitalization
of at least US$5 billion at the time of purchase (“Alternative Asset Managers”). U.S. Financials issuers may include, but are not limited to,
issuers operating in the following financial industry sub-sectors: retail and commercial banking, investment banking, wealth management,
insurance, financial exchanges and mortgage Real Estate Investment Trusts (“REITs”). Real Estate issuers include companies engaged in
real estate development and operation which would also include equity REITs. Alternative Asset Manager issuers may include, but are not
limited to, managers or investment advisors who structure, promote, sponsor or operate investment and other funds focused on 
non-traditional asset classes such as private equity, real estate, commodities and alternative investment strategies. 

Related Party Transactions 

Strathbridge Asset Management Inc. (“Strathbridge”), as the Investment Manager of the Fund, manages the Fund’s investment portfolio in
a manner consistent with the investment objectives, strategy and criteria of the Fund pursuant to an Investment Management Agreement
made between the Fund and Strathbridge dated January 29, 2015.

Strathbridge is the Manager of the Fund pursuant to a Trust Agreement made between the Fund and Strathbridge dated January 29, 2015.
As such, Strathbridge is responsible for providing or arranging for required administrative services to the Fund.

Strathbridge is paid the fees described under the Management Fees section of this report.

During the year, no recommendations or approvals were required to be sought from the Independent Review Committee (“IRC”) 
concerning related party transactions.

Independent Review Committee 

National Instrument 81-107 - Independent Review Committee for Investment Funds (“NI 81-107”) requires all publicly offered investment
funds to establish an IRC to whom the Manager must refer conflict of interest matters for review or approval. NI 81-107 also imposes 
obligations upon the Manager to establish written policies and procedures for dealing with conflict of interest matters, maintaining records
in respect of these matters and providing assistance to the IRC in carrying out its functions. The Chief Compliance Officer, designated by
the Manager, is in charge of facilitating the fulfillment of these obligations.

The IRC will prepare, for each financial year, a report to securityholders that describes the IRC and its activities during such financial year
and includes, if known, a description of each instance when the Manager acted in a conflict of interest matter for which the IRC did not give
a positive recommendation or for which a condition, imposed by the IRC, was not met in its recommendation or approval. Members of the
IRC are Robert W. Korthals, Michael M. Koerner and Robert G. Bertram.
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Financial Highlights 

The following tables show selected key financial information about the Fund and are intended to help you understand the Fund’s 
financial performance from its inception on February 24, 2015. This information is derived from the Fund’s audited annual financial
statements.

2016 2015(3)

Per iods ended December  31 Class A Class U Class A Class U

NET ASSETS PER UNIT

Net Assets, beginning of period(1) C$ 8.45 US$ 8.27 C$ 9.33(4) US$ 9.33(4)

INCREASE (DECREASE)  FROM OPERATIONS

Total revenue 0.15 0.15 0.18 0.16

Total expenses (0.22) (0.22) (0.23) (0.22)

Realized gain (loss) for the period (0.66) (0.78) (0.70) (0.11)

Unrealized gain (loss) for the period 0.52 0.75 0.26 (0.51)

Total Increase (Decrease) from Operations(2) (0.21) (0.10) (0.49) (0.68)

DISTRIBUTIONS

Non-taxable distributions (0.50) (0.50) (0.43) (0.43)

Total Distributions(5) (0.50) (0.50) (0.43) (0.43)

Net Assets, end of period(1) C$ 8.32 US$ 8.28 C$ 8.45 US$ 8.27

(1) Net Assets per unit is the difference between the aggregate value of the assets (including the valuation of securities at closing prices) and the aggregate
value of the liabilities, divided by the number of units then outstanding.

(2) Total increase (decrease) from operations consists of interest and dividend revenue, realized and unrealized loss, less expenses and is calculated based
on the weighted average number of units outstanding during the period. The schedule is not intended to total to the ending net assets as calculations
are based on the weighted average number of units outstanding during the period.

(3) For the period from inception on February 24, 2015 to December 31, 2015.
(4) Initial issue price, net of agents’ fees and issue costs.
(5) Distributions to unitholders are based on the number of units outstanding on the record date for each distribution. All distributions are paid in cash.
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Financial Highlights 

2016 2015(7)

Per iods ended December  31 Class A Class U Class A Class U

RATIOS/SUPPLEMENTAL DATA

Net Asset Value ($millions)(1) C$ 15.76 US$ 1.52 C$ 29.07 US$ 3.00

Number of units outstanding(1) 1,893,833 183,400 3,439,188 363,300

Management expense ratio(2) 2.48% 2.44% 2.68%(5) 2.50%(5)

Portfolio turnover rate(3) 314.12% 314.12% 255.32% 255.32%

Trading expense ratio(4) 0.41% 0.41% 0.39%(5) 0.34%(5)

Net Asset Value per unit(6) C$ 8.32 US$ 8.28 C$ 8.45 US$ 8.27

Closing market price C$ 8.08 C$ 8.07

(1) This information is provided as at December 31.
(2) The management expense ratio (“MER”) is the sum of all fees and expenses for the stated period, including harmonized sales tax and withholding taxes

but excluding transaction fees, divided by the average net asset value. Generally, the MER increases when the Fund becomes smaller in size due to
redemptions. The MER for 2016 and 2015, excluding withholding taxes, is 2.22% and 2.36% for Class A and 2.17% and 2.22% for Class U for 2016 and
2015 respectively.

(3) Portfolio turnover rate is calculated based on the lesser of purchases or sales of investments, excluding short-term investments, divided by the average
value of the portfolio securities. The Fund employs an option overlay strategy which can result in higher portfolio turnover by virtue of option exercises,
when compared to a conventional equity mutual fund.

(4) Trading expense ratio represents total commissions expressed as a percentage of the daily average net asset value during the period.
(5) Annualized.
(6) Net Asset Value per unit is the difference between the aggregate value of the assets including the valuation of securities at closing prices and the 

aggregate value of the liabilities divided by the number of units then outstanding.
(7) For the period from inception on February 24, 2015 to December 31, 2015.
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Management Fees 

Strathbridge, as the Investment Manager and Manager of the Fund, is entitled to fees under the Investment Management Agreement and
Trust Agreement calculated monthly as 1/12 of 1.25 percent of the net asset value of the Fund at each month end. Services received under
the Investment Management Agreement include the making of all investment decisions and writing of covered call options in accordance
with the investment objectives, strategy and criteria of the Fund. Strathbridge also makes all decisions as to the purchase and sale of 
securities in the Fund’s portfolio and as to the execution of all portfolio and other transactions. Services received under the Trust
Agreement include providing or arranging for required administrative services to the Fund.

Past Performance  

The following chart sets out the Fund’s year-by-year past performance. It is important to note that the:

(1) information shown assumes that all distributions made by the Fund during these periods were reinvested in Class A units or Class U
units of the Fund,

(2) information does not take into account sales, redemptions, distributions or other optional charges that would have reduced returns,
and

(3) past performance of the Fund does not necessarily indicate how it will perform in the future.

Year-By-Year Returns

The following bar chart illustrates how the Fund’s total return varied for the period since inception and for the year ended December 31,
2016. The chart also shows, in percentage terms, how much an investment made on January 1, 2016 or the date of inception on February
24, 2015 would have increased or decreased by the end of the fiscal year.

Annual Total Return 

Annual Compound Returns

The following table shows the Fund’s historical annual compound return (net of expenses) for the periods ended December 31, 2016 as
compared to the performance of the S&P 500 Financials Index, S&P 500 Real Estate Sector and S&P Listed Private Equity Index.

One Since
(In U.S. dollars unless otherwise noted) Year Inception

(1)

U.S. Financials Income Fund - Class A (C$) 5.10 % 0.00 %

U.S. Financials Income Fund - Class U 6.91 % (0.26)%

S&P 500 Financials Index
(2)

22.80 % 11.30 %

S&P 500 Real Estate Sector 
(3)

3.39 % 2.88 %

S&P Listed Private Equity Index 
(4)

15.39 % 3.95 %
(1) From date of inception on February 24, 2015.
(2) The S&P 500 Financials Index comprises those companies included in the S&P 500 that are classified as members of the GICS financials sector
(3) The S&P 500 Real Estate Sector comprises of stocks included in the S&P 500 that are classified as members of the GICS real estate sector.
(4) The S&P Listed Private Equity Index comprises the leading listed private equity companies that meet specific size, liquidity, exposure and activity requirements.  The Index is designed to provide tradable

exposure to leading publicly-listed companies that are active in the private equity space.

Periods Ended December 31
2015 2016

Pe
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8
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0

(2)

(4)

(6)

(8)

Class U Annual Total Return

Class A Annual Total Return
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Commencing in 2016, the S&P 500 Real Estate Sector and the S&P Listed Private Equity Index were included as benchmarks for the Fund.
The inclusion of S&P 500 Real Estate Sector was to reflect the change to the GICS effective September 1, 2016 and the creation of the
new Real Estate Sector which was previously included in the Financials Sector. The inclusion of S&P Listed Private Equity Index was due
to its design to provide proxy exposure to the leading public issuers in the Alternative Asset Management Sector.

The equity performance benchmarks shown here provide an approximate indication of how the Fund’s returns compare to a public 
market index for similar securities. It is important to note that the Fund is not managed in order to match or exceed these indices; rather, 
its objectives are to pay out quarterly distributions and return the original invested amount at the termination date. As a result, the Fund
has, from time to time, maintained cash balances in an effort to provide greater net asset value stability and employs a covered option
writing strategy to enhance the income generated by the portfolio and reduce volatility.

The Manager believes that in a flat or downward trending market, a portfolio that is subject to covered call option writing will generally
provide higher relative returns and lower volatility than one on which no options are written. However, in a rising market, the use of
options may have the effect of limiting or reducing the total returns of the Fund since the premiums associated with writing covered call
options may be outweighed by the foregone opportunity of remaining fully invested in the securities comprising the portfolio.

Portfolio Manager Report  

After getting off to the worst start since 2009, 2016 ended up being a robust year for most investors with some indices hitting all-time
highs. The S&P/TSX Composite Index in Canada was one of the strongest performing markets generating a total return of 21.1 percent, 
primarily led by strength in the Materials and Energy sectors.  In the U.S., the broad market S&P 500 Index rose 11.9 percent while the 
technology centric NASDAQ Index had a total return of 9.0 percent.  Despite various events throughout the year that caused uncertainty
for investors, such as the China growth scare at the beginning of 2016, “Brexit” where Great Britain voted in favour to leave the European
Union and the election of Donald Trump as President in the U.S., markets quickly stabilized and resumed their uptrend on the 
anticipation of stronger GDP growth due to more supportive fiscal policies.  The Bank of Canada stayed on hold in 2016 by maintaining
the overnight lending rate at 0.50 percent, while the U.S. Federal Reserve went ahead last December with its highly telegraphed 25 basis
point increase in the Federal Funds Target Rate to now sit at 0.75 percent.  Despite diverging monetary policies, the Canadian dollar rose
by 2.8 percent to end the year at US$0.74 per Canadian dollar with most of the strength attributed to stronger oil prices as West Texas
Intermediate (“WTI”) Cushing Crude Oil spot price rose 45 percent to end the year at US$53.72 per barrel.  

For the year ended December 31, 2016, the net asset value per Class A unit was C$8.32 and the net asset value per Class U unit was
US$8.28. This compares to C$8.45 per Class A unit and US$8.27 per Class U unit at December 31, 2015.  Unitholders received cash 
distributions of C$0.50 per Class A unit and US$0.50 per Class U unit during 2016.  The Fund’s Class A units listed on the Toronto Stock
Exchange as USF.UN, closed on December 30, 2016 at C$8.08,  representing a 2.9 percent discount to the net asset value of the Class A
unit. The Fund’s Class U units are not listed on any exchange.

The annual total return, including reinvestment of distributions, was 5.1 percent for the Class A units and 6.9 percent for the Class U units.
The best performing stock was The Goldman Sachs Group, Inc. which rose 41.1 percent while held within the portfolio.  Meanwhile,
E*Trade Financial Corporation was the worst performing stock, down 17.8 percent while being held by the Fund.

In 2016, volatility levels, as measured by the Chicago Board Options Exchange Volatility Index, continued to remain at the lower end of
their historical range other than three distinctive periods when volatility spiked. Those three periods coincided with the very weak start
of 2016 due to concerns regarding growth in China, the “Brexit” vote in late June and the U.S. election around early November.  
Each of those risk events turned out to be short lived with markets rebounding quickly and volatility subsiding. The covered call writing
activity was opportunistic over the year while taking advantage of signals generated by the Strathbridge Selective Overwriting (“SSO”)
strategy. During the year, the net realized gain on options attributable to the SSO strategy was C$0.19 per unit compared to C$0.12 per
unit in 2015. The Fund ended 2016 with 2.6 percent of the portfolio subject to covered calls as well as a cash position of 3.4 percent.  
The U.S. dollar exposure was actively hedged back into Canadian dollars throughout the year and ended the year with approximately 50
percent of the U.S. dollar exposure hedged. 



8 Annual Report 2016

Management Report of Fund Performance U.S. Financials Income Fund [usf.un]

Forward-Looking Statements

This report may contain forward-looking statements about the Fund. Forward-looking statements include statements that are predictive in nature, that depend upon or refer to future events or conditions, or 
that include words such as “expects”, “anticipates”, “intends”, “plans”, “believes”, “estimates” or negative versions thereof and similar expressions. In addition, any statement that may be made concerning future
performance, strategies or prospects, and possible future Fund action, is also forward-looking. Forward-looking statements are based on current expectations and projections about future events and are inherently
subject to, among other things, risks, uncertainties and assumptions about the Fund and economic factors.

Forward-looking statements are not guarantees of future performance, and actual events and results could differ materially from those expressed or implied in any forward-looking statements made by the Fund.
Any number of important factors could contribute to any divergence between what is anticipated and what actually occurs, including, but not limited to, general economic, political and market factors, interest and
foreign exchange rates, global equity and capital markets, business competition, technology change, changes in government regulations, unexpected judicial or regulatory proceedings, and catastrophic events.

The above-mentioned list of important factors is not exhaustive. You should consider these and other factors carefully before making any investment decisions and you should avoid placing undue reliance 
on forward-looking statements. While the Fund currently anticipates that subsequent events and developments may cause the Fund’s views to change, the Fund does not undertake to update any forward-looking
statements.

Summary of Investment Portfolio

The composition of the portfolio may change due to ongoing portfolio transactions of the Fund. A quarterly portfolio summary, 
which includes the percentage of net asset value for each holding, and a monthly portfolio list are available on our website at 
www.strathbridge.com.

Asset Mix
December 31, 2016

Top 25 Holdings
December 31, 2016

% OF
NET  ASSET  VALUE

Diversified Financials 38.3 % 
Banks 35.3 % 
Insurance 23.5 % 
Cash 3.4 % 
Other Assets (Liabilities) (0.5)% 

100.0 %

% OF
NET  ASSET  VALUE

The Charles Schwab Corporation 6.0 %
Prudential Financial, Inc. 5.8 %
U.S. Bancorp 5.6 %
Wells Fargo & Company 5.2 %
Metlife Inc. 5.1 %
The Bank of New York Mellon Corporation 4.9 %
State Street Corporation 4.7 %
Northern Trust Corporation 4.5 %
JPMorgan Chase & Co. 4.5 %
M&T Bank Corporation 4.5 %
Bank of America Corporation 4.3 %
Citigroup Inc. 4.1 %
Lincoln National Corporation 4.1 %
Berkshire Hathaway Inc. 4.0 %
The Goldman Sachs Group, Inc. 4.0 %
PNC Financial Services Group 3.9 %
BlackRock, Inc. 3.4 %
Cash 3.4 %
BB & T Corporation 3.2 %
American International Group, Inc. 3.0 %
The Progressive Corporation 2.9 %
Invesco Ltd. 2.9 %
Loews Corporation 2.6 %
American Express Company 2.0 %
KKR & Co. L.P. 1.9 %
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Management’s Responsibility for Financial Reporting

The accompanying financial statements of U.S. Financials Income Fund (the “Fund”) and

all the information in this annual report are the responsibility of the management  of

Strathbridge Asset  Management  Inc. (the “Manager”), and have been approved  by  the

Fund’s Board of Advisors (the “Board”).

The financial statements have been prepared by management in accordance with

International Financial Reporting Standards and include certain amounts that are based

on estimates and judgments. Management has ensured that the other financial 

information presented in this report is consistent with the financial statements. 

The significant accounting policies which management believes are appropriate for the

Fund are described in Note 3 of the financial statements.

The Manager  is  also  responsible  for  maintaining  a  system  of  internal  controls

designed to provide reasonable  assurance  that  assets  are  safeguarded  and  that

accounting systems provide timely, accurate and reliable financial information.

The Board meets periodically with management and the independent auditor to discuss

internal controls, the financial reporting process, various auditing and financial 

reporting matters, and to review the annual report, the financial statements and the

independent auditor’s report. Deloitte LLP, the Fund’s independent auditor, has full and

unrestricted access to the Board.

John P. Mulvihill John D. Germain

Director Director

Strathbridge Asset Management Inc. Strathbridge Asset Management Inc.

March 6, 2017
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Independent Auditor’s Report U.S. Financials Income Fund [usf.un]

To the Unitholders of U.S. Financials Income Fund

We have audited the accompanying financial statements of U.S. Financials Income Fund,

which comprise the statements of financial position as at December 31, 2016 and December

31, 2015, and the statements of comprehensive income, statements of changes in net

assets attributable to holders of Class A and Class U units and statements of cash flows for the

year ended December 31, 2016 and for the period from February 24, 2015 to December 31,

2015, and a summary of significant accounting policies and other explanatory information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial 

statements in accordance with International Financial Reporting Standards, and for such

internal control as management determines is necessary to enable the preparation of 

financial statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our

audits. We conducted our audits in accordance with Canadian generally accepted auditing 

standards.  Those standards require that we comply with ethical requirements and plan and

perform the audit to obtain reasonable assurance about whether the financial statements

are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and

disclosures in the financial statements.  The procedures selected depend on the auditor's

judgment, including the assessment of the risks of material misstatement of the financial

statements, whether due to fraud or error. In making those risk assessments, the auditor

considers internal control relevant to the entity's preparation and fair presentation of the

financial statements in order to design audit procedures that are appropriate in the 

circumstances, but not for the purpose of expressing an opinion on the effectiveness of the

entity's internal control. An audit also includes evaluating the appropriateness of 

accounting policies used and the reasonableness of accounting estimates made by 

management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained in our audits is sufficient and 

appropriate to provide a basis for our audit opinion. 

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial

position of U.S. Financials Income Fund as at December 31, 2016 and December 31, 2015,

and its financial performance and its cash flows for the year ended December 31, 2016 and

for the period from February 24, 2015 to December 31, 2015 in accordance with

International Financial Reporting Standards.

Chartered Professional Accountants, 

Licensed Public Accountants

March 6, 2017

Toronto, Ontario 
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Statement of Financial Position
As at December 31
(In Canadian dollars unless otherwise noted)

Note 2016 2015

ASSETS

Financial assets at fair value through profit or loss 3,6 $ 17,277,315 $ 32,008,286
Derivative assets 3,6 9,508 –
Dividends receivable 13,087 83,538
Cash 611,456 2,700,779

TOTAL ASSETS 17,911,366 34,792,603

LIABIL IT IES

Derivative liabilities 3,6 79,120 472,588
Accrued management fees 9 18,370 35,636
Accrued liabilities 16,231 50,307
Due to brokers - investments – 994,442

TOTAL L IABIL IT IES 113,721 1,552,973

NET  ASSETS ATTRIBUTABLE TO HOLDERS OF CLASS A  AND 
CLASS U  UNITS $ 17,797,645 $ 33,239,630

NET  ASSETS ATTRIBUTABLE TO HOLDERS OF CLASS A  UNITS $ 15,761,744 $ 29,067,733

NET  ASSETS ATTRIBUTABLE TO HOLDERS OF CLASS U  UNITS (US$1,518,130) $ 2,035,901 (US$3,003,307) $ 4,171,897

NET  ASSETS ATTRIBUTABLE TO HOLDERS OF CLASS A  UNITS 
PER  CLASS A  UNIT $ 8.3227 $ 8.4519

NET  ASSETS ATTRIBUTABLE TO HOLDERS OF CLASS U  UNITS 
PER  CLASS U  UNIT (US$8.2777) $ 11.1009 (US$8.2667) $ 11.4833

On behalf of the Manager,
Strathbridge Asset Management Inc.

John P. Mulvihill, Director Robert W. Korthals, Director

The notes are an integral part of the Financial Statements.
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Statement of Comprehensive Income
For the year ended December 31, 2016 and the period from February 24, 2015, the inception of the Fund, to December 31, 2015
(In Canadian dollars unless otherwise noted)

Note 2016 2015

INCOME

Dividend income $ 531,863 $ 690,808
Interest Income – 4,025
Net realized loss on investments at fair value through profit or loss 7 (3,453,778) (929,433)
Net realized gain on options at fair value through profit or loss 7 693,194 467,026
Net realized gain/(loss) on forward exchange contracts at fair value through profit or loss 7 367,584 (1,966,822)
Net change in unrealized gain on investments at fair value through profit or loss 7 1,746,575 1,035,955

TOTAL LOSS,  NET (114,562) (698,441)

EXPENSES

Management fees 9 334,784 369,918
Administrative and other expenses 85,214 85,707
Transaction fees 10 109,607 114,382
Custodian fees 59,278 65,409
Audit fees 27,744 45,482
Advisory board fees 9 19,500 15,426
Independent review committee fees 9 6,898 5,817
Legal fees 11,977 29,844
Unitholder reporting costs 11,250 13,615
Harmonized sales tax 40,875 61,618
Withholding taxes 3 71,669 94,709

TOTAL EXPENSES 778,796 901,927

DECREASE IN  NET  ASSETS ATTRIBUTABLE TO HOLDERS OF CLASS A  
AND CLASS U  UNITS 11 $ (893,358) $ (1,600,368)

DECREASE IN  NET  ASSETS ATTRIBUTABLE TO HOLDERS OF CLASS A  
UNITS PER  CLASS A  UNIT 11 $ (0.2100) $ (0.4955)

INCREASE/(DECREASE)  IN  NET  ASSETS ATTRIBUTABLE TO HOLDERS OF 
CLASS U  UNITS PER  CLASS U  UNIT 11 $ (0.7876) $ 0.2157
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The notes are an integral part of the Financial Statements.

Statement of Changes in Net Assets Attributable to Holders of Class A and Class U Units 
For the year ended December 31, 2016 and the period from February 24, 2015, the inception of the Fund, to December 31, 2015
(In Canadian dollars unless otherwise noted)

2016 2015

NET ASSETS ATTRIBUTABLE TO HOLDERS OF CLASS A AND CLASS U UNITS, 
BEGINNING OF PERIOD
Class A $ 29,067,733 $ –
Class U 4,171,897 –

33,239,630 –
Increase/(Decrease) in Net Assets Attributable to Holders of Class A and Class U Units

Class A (660,217) (1,684,136)
Class U (233,141) 83,768

(893,358) (1,600,368)
Unit Transactions
Proceeds from units issued, net of issue costs

Class A – 31,636,856
Class U – 4,865,917

– 36,502,773
Conversions

Class A 974,600 563,882
Class U (974,600) (563,882)

– –
Value for Units Redeemed

Class A (12,076,844) –
Class U (738,727) –

(12,815,571) –
Distributions

Class A
Non-taxable distributions (1,543,528) (1,448,869)

Class U
Non-taxable distributions (189,528) (213,906)

(1,733,056) (1,662,775)

Changes in Net Assets Attributable to Holders of Class A and Class U Units during the Period
Class A (13,305,989) 29,067,733
Class U (2,135,996) 4,171,897

(15,441,985) 33,239,630

NET ASSETS ATTRIBUTABLE TO HOLDERS OF CLASS A AND CLASS U UNITS, 
END OF PERIOD
Class A $ 15,761,744 $ 29,067,733
Class U 2,035,901 4,171,897

$ 17,797,645 $ 33,239,630
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Statement of Cash Flows
For the year ended December 31, 2016 and the period from February 24, 2015, the inception of the Fund, to December 31, 2015
(In Canadian dollars unless otherwise noted)

2016 2015

CASH, BEGINNING OF PERIOD $ 2,700,779 $ –

Cash Flows Provided by (Used In) Operating Activities

Decrease in Net Assets Attributable to Holders of Class and Class U Units (893,358) (1,600,368)

Adjustments to Reconcile Net Cash Provided by (Used in) Operating Activities
Net realized loss on investments at fair value through profit or loss 3,453,778 929,433
Net realized gain on options at fair value through profit or loss (693,194) (467,026)
Net change in unrealized (gain)/loss on forward exchange contracts at fair value through profit or loss (367,584) 1,966,822
Net change in unrealized gain on investments at fair value through profit or loss (1,746,575) (1,035,955)
Net change in unrealized gain on foreign cash (10,128) 10,184
(Increase)/decrease in dividends receivable 70,451 (83,538)
Increase/(decrease) in accrued liabilities, accrued management fees and due to brokers - investments (1,045,784) 1,080,385

Purchase of investment securities (84,768,654) (121,711,680)
Proceeds from disposition of investment securities 98,460,352 88,772,524

13,352,662 (30,538,851)
Cash Flows Provided by (Used in) Financing Activities
Class A unit distributions (1,543,528) (1,448,869)
Class U unit distributions (189,528) (213,906)
Class A unit redemptions (12,076,844) –
Class U unit redemptions (738,727) –
Proceeds from issue of Class A units, net of issue costs – 31,636,856
Proceeds from issue of Class U units, net of issue costs – 4,865,917

(14,548,627) 34,839,998

Net Increase/(Decrease) in Cash during the Period (2,089,323) 2,700,779

CASH, END OF PERIOD $ 611,456 $ 2,700,779

Dividends received, net of withholding taxes $ 530,645 $ 512,561
Interest received $ – $ 4,025
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Schedule of Investments
As at December 31, 2016
(In Canadian dollars unless otherwise noted)

% of Net Assets
Attributable to

Number of Shares/ Average Cost/ Fair Holders of Class A
(Contracts) (Proceeds) Value and Class U Units

INVESTMENTS

United  States Common Shares

Banks

Bank of America Corporation 25,900   $ 510,284  $ 767,608
BB & T Corporation 9,100   422,442  573,814
Citigroup Inc. 9,200   609,816  733,231
JPMorgan Chase & Co. 6,900   586,319  798,467
M&T Bank Corporation 3,800   639,773  797,170
PNC Financial Services Group 4,400   500,209  690,141
U.S. Bancorp 14,500   827,318  998,907
Wells Fargo & Company 12,400   863,231  916,431

Tota l  Banks 4,959,392 6,275,769 35.3 %

Diversi f ied  F inancia ls

American Express Company 3,600   346,474 357,644
Berkshire Hathaway Inc. 3,300   695,894 721,267
BlackRock, Inc. 1,200   629,922 612,391
Invesco Ltd. 12,600   538,840 512,665
KKR & Co. L.P. 16,200   364,675 334,350
Northern Trust Corporation 6,700   640,294 800,122
State Street Corporation 8,000   664,007 833,816
The Bank of New York Mellon Corporation 13,700   790,865 870,489 
The Charles Schwab Corporation 20,100   817,994 1,063,924
The Goldman Sachs Group, Inc. 2,200   467,583 706,456

Tota l  D iversi f ied  F inancia ls 5,956,548 6,813,124 38.3 %

Insurance

American International Group, Inc. 6,100   476,908  534,265
Lincoln National Corporation 8,200   567,294  728,750
Loews Corporation 7,300   392,074  458,453
Metlife Inc. 12,600   784,782  910,597
Prudential Financial, Inc. 7,400   780,494  1,032,674
The Progressive Corporation 11,000   527,254  523,683

Tota l  Insurance 3,528,806 4,188,422 23.5 %

Tota l  Uni ted  States Common Shares $ 14,444,746 $ 17,277,315 97.1 %

For ward  Exchange Contracts

Sold USD $3,200,000, Bought CAD $4,240,448 @ 0.75464 - January 11, 2017 $ (50,234)
Bought USD $3,200,000, Sold CAD $4,281,184 @ 0.74746 - January 11, 2017 9,508
Sold USD $5,700,000, Bought CAD $7,622,753 @ 0.74776 - January 25, 2017 (18,655)

Tota l  For ward  Exchange Contracts                             $ (59,381) (0.3)%

Opt ions

Wri t ten  Covered  Cal l  Opt ions (100 shares per contract)

Metlife Inc. - January 2017 @ $54 (63) $ (13,356) $ (10,231)

Tota l  Opt ions $ (13,356) $ (10,231) (0.1)%

Adjustment for transaction fees  (6,161)

TOTAL INVESTMENTS $ 14,425,229 $ 17,207,703 96.7 %

OTHER NET  ASSETS 589,942 3.3 %

NET  ASSETS ATTRIBUTABLE TO HOLDERS OF CLASS A  AND CLASS U  UNITS $ 17,797,645 100.0 %
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1. Fund Information 

U.S. Financials Income Fund (the “Fund”) is an investment trust 
established under the laws of the Province of Ontario on January 29,
2015. The Fund began operations on February 24, 2015. The address
of the Fund’s registered office is 121 King Street West, Suite 2600, P.O.
Box 113, Toronto, Ontario. 

Strathbridge Asset Management Inc. (“Strathbridge”) is the Manager
as well as the Investment Manager of the Fund. RBC Investor Services
Trust is the Custodian of the Fund. 

The Fund is a closed-end investment trust designed to provide 
quarterly cash distributions and to maximize total return through 
capital appreciation and distributions. The Class A units are listed on
the Toronto Stock Exchange under the ticker symbol USF.UN.  From
time to time, between 0 percent and 100 percent of the value of the
Class A units’ U.S. dollar exposure may be hedged back to the
Canadian dollar. The Class U units are denominated in U.S. dollar 
currency and do not trade on an exchange.

To accomplish its objectives, the Fund invests in an actively managed
portfolio of U.S. financial issuers selected from the S&P 500 Index that
are classified as “Financials” or “Real Estate” by Standard & Poor’s
Global Industry Classification Standard and which have a market 
capitalization of at least US$10 billion and a credit rating issued by
Standard & Poor’s Rating Services of at least A- at the time of 
purchase. The portfolio may include U.S. publicly listed alterative
asset management issuers which have a market capitalization of at
least US$5 billion at the time of purchase. The Fund may also invest up
to 25 percent of the net asset value in other U.S. financial or 
alternative asset management issuers that do not meet the rating or
market capitalization requirements noted above.

The Fund employs a proprietary investment strategy, Strathbridge
Selective Overwriting (“SSO”), to enhance the income generated by
the portfolio and to reduce volatility. The Fund strategically writes 
covered call options from time to time, in respect of all or a portion of
the securities in its portfolio. In addition, the Fund may write cash 
covered put options and may invest up to 10 percent of net assets to
purchase call options both in respect of securities in which the Fund is
permitted to invest.

The SSO strategy is a quantitative, technical based methodology that
identifies appropriate times to write and/or close out option positions
compared to writing continuously and rolling options every thirty days.
This proprietary process has been developed over many years through
various market cycles. The Manager believes the primary benefit to
investors is to maximize the total return of the particular portfolio
while reducing the level of volatility of the portfolio, thereby increasing
the risk-adjusted return.

These financial statements were approved by the Board of Advisors on
March 6, 2017.

2. Basis of Presentation 

The annual financial statements for the Fund have been prepared in 
compliance with International Financial Reporting Standards (“IFRS”) as
published by the International Accounting Standards Board.

All financial numbers contained in the notes to the financial statements
are in Canadian dollars unless otherwise noted.

3. Summary of Significant Accounting Policies

Functional and Presentation Currency

Items included in the financial statements of the Fund are measured in
the currency of the primary economic environment in which the Fund
operates (the “functional currency”). Despite investments and related

income being primarily in U.S. currency, the Manager has determined
that the Canadian dollar is the functional currency as the Fund incurs its
expenses, measures its performance and issues and redeems units 
primarily in Canadian dollars. The financial statements of the Fund are
presented in Canadian dollars which is the Fund’s presentation currency.

Financial Instruments

The financial statements have been prepared on the historical cost basis
except for the fair valuation of certain financial instruments. Historical
cost is generally based on the fair value of the consideration given in
exchange for assets. Under IAS 39, Financial Instruments: Recognition
and Measurement (“IAS 39”),  the Fund’s equity investments are 
designated at fair value through profit or loss (“FVTPL”) and derivative
investments are classified as held for trading and measured at FVTPL.

Fair Value Measurement

Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants
at the measurement date. The fair value of financial assets and liabilities
traded in active markets are based on quoted market prices at the close
of trading on the reporting date. The Fund uses the last traded market
price as its valuation input for financial assets and liabilities if the last
traded price falls within the bid-ask spread. In other circumstances
where the last traded price is not within the bid-ask spread, the Manager
determines the point within the bid-ask spread that is most 
representative of fair value for financial reporting purposes. 

The fair value of financial assets and liabilities that are not traded in an
active market is determined by valuation techniques as described in
Note 4.

Investment Transactions and Income

Investment transactions are accounted for on a trade date basis. Net
realized gain/(loss) on investments at fair value through profit or loss
and net change in unrealized gain/loss on investments at fair value
through profit or loss are determined on an average cost basis. Realized
gains and losses related to options are included in net realized
gain/(loss) on options at fair value through profit or loss. Realized gains
and losses relating to written options may arise from:

(i)   Expiration of written options whereby realized gains are equivalent
to the premium received,

(ii)  Exercise of written covered call options whereby realized gains or
losses are equivalent to the premium received in addition to the 
realized gain or loss from disposition of the related investments at
the exercise price of the option, and

(iii) Closing of written options whereby realized gains or losses are
equivalent to the cost of purchasing options to close the positions,
net of any premium received.

Realized gains and losses relating to purchased put options may arise
from:

(i)   Expiration of purchased put options whereby realized losses are
equivalent to the premium paid,

(ii)  Exercise of purchased put options whereby realized gains or losses
are equivalent to the realized gain or loss from disposition of the
related investments at the exercise price of the option less the 
premium paid, and

(iii) Sale of purchased put options whereby realized gains or losses are
equivalent to the sale proceeds, net of any premium paid.

Option premiums received are reflected as deferred credits in 
investments so long as the options are outstanding. Any difference
resulting from revaluation is included in the net change in unrealized
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resulting from that disclosure is not material, and give guidance on the
basis of aggregating and disaggregating information for disclosure 
purposes. In addition, the amendments reiterate that an entity should
consider providing additional disclosures when compliance with the 
specific requirements in IFRS is insufficient to enable users of financial
statements to understand the impact of particular transactions, events
and conditions on the Fund’s financial position and financial 
performance.

The application of these amendments has not resulted in any impact on
the financial performance or the financial position of the Fund.

4. Critical Accounting Estimates and Judgments

The preparation of financial statements requires the Manager to use
judgment in applying accounting policies and to make estimates and
assumptions about the future. The resulting accounting estimates will,
by definition, seldom equal the related actual results. The following 
discusses the most significant accounting judgments and estimates that
the Fund has made in preparing the financial statements.

The Manager considers the currency of the primary economic 
environment in which the Fund operates to be Canadian dollars as this is
the currency which in the Manager’s opinion most faithfully represents
the economic effects of underlying transactions, events and conditions. 
The financial statements of the Fund are presented in Canadian dollars
as  the Fund’s presentation currency. 

In classifying and measuring the financial instruments held by the Fund,
the Manager has applied the fair value option for financial assets and 
liabilities under IAS 39, Financial Instruments: Recognition and
Measurement. The fair value option was used as: (i) fair value is readily
available via market quotation; (ii) it eliminates or significantly reduces
an accounting mismatch; and (iii) financial instruments designated at
FVTPL is part of an investment portfolio managed on a fair value basis. 
As a result, the Fund’s equity investments have been designated at
FVTPL at inception and the derivative investments have been classified
as held for trading by nature and valued at FVTPL. 

The Fund may, from time to time, hold financial instruments that are not
quoted in active markets. Fair values of such instruments are determined
by using valuation models and techniques generally recognized as 
standard within the investment industry. These valuation methods use
observable data as practicable as possible. Observable market data are
readily available and supplied by independent sources actively involved
in the relevant market. However, areas such as credit risk (both own and 
counterparty) and its correlations require the Manager to make 
estimates. Significant changes in assumptions about these factors could
adversely affect the reported fair values of financial instruments. 
Please refer to Note 6 for a further analysis of risks associated with 
financial instruments.

5. Capital Disclosures

IAS 1, Presentation of Financial Statements (“IAS 1”), requires the 
disclosure of: (i) an entity’s objectives, policies and processes for 
managing capital; (ii) quantitative data and qualitative information
about what the entity regards as capital; (iii) whether the entity has 
complied with any capital requirements; and (iv) if it has not complied,
the consequences of such noncompliance. The Fund’s objectives, 
policies and processes are described in Note 1, information on the
Fund’s units is described in Note 8 and the Fund does not have any 
externally imposed capital requirements.

6. Risks Associated with Financial Instruments

The Fund is exposed to various types of risks that are associated with its
investment strategies, financial instruments and markets in which the
Fund invests. The most important risks include credit risk, liquidity risk, 
market risk (including currency risk, interest rate risk and price risk),
concentration risk and capital risk management.

gain/loss on investments at fair value through profit or loss. 
The premiums received on written put options that are exercised are
included in the cost of the security purchased.

Dividend income is recorded on the ex-dividend date.

Interest income is measured using the effective interest method and
recorded on a daily basis.

Foreign Currency Translation

Assets and liabilities denominated in foreign currencies are translated
into Canadian dollars at the prevailing rate of exchange on each 
valuation date. Purchases and sales of investments, and income derived
from investments are translated at the rate of exchange prevailing on the
respective dates of such transactions.

Foreign exchange gains (losses) on short-term investments are reflected
as interest income. Realized gains (losses) relating to forward exchange
contracts are included in net realized gain/(loss) on forward exchange
contracts at fair value through profit or loss. Other foreign exchange
gains (losses) are recorded as net realized or unrealized gain/(loss) on
investments at fair value through profit or loss, as appropriate.

Short-Term Investments

Short-term investments are held for investment purposes and consist
primarily of money market instruments with original maturities of 90
days or less.

Class A and Class U Units

IAS 32, Financial Instruments: Presentation (“IAS 32”), requires that the
Class A and Class U units (the “units”) (which are puttable instruments)
be classified as financial liabilities unless all the criteria outlined in IAS
32 paragraph 16A are met. The Fund’s units do not meet the definition of
IAS 32 paragraph 16A to be classified as equity.

Increase/(Decrease) in Net Assets Attributable to Holders
of Class A and Class U Units per Unit

The increase/(decrease) in net assets attributable to holders of Class A
and Class U units per unit is calculated by dividing the
increase/(decrease) in net assets attributable to holders Class A and
Class U units by the weighted average number of Class A and Class U
units outstanding during the period. Please refer to Note 11 for the 
calculation.

Taxation

The Fund is a “mutual fund trust” as defined in the Income Tax Act
(Canada) (the “Act”). The Fund is subject to tax in each taxation year
under Part I of the Act on the amount of its income for the year, including
net realized taxable capital gains, less the portion thereof that it claims
in respect of the amount paid or payable to unitholders in the year.
Income tax paid by the Fund on any net realized capital gains not paid or
payable to unitholders is recoverable by the Fund to the extent and in the
circumstances provided in the Act.

Given the investment and distribution policies of the Fund and taking
into account expenses, the Fund does not expect to bear any 
non-refundable income tax.

The Fund currently incurs withholding taxes imposed by certain foreign
countries on investment income. Such foreign income is recorded gross
of withholding taxes, and the withholding taxes are presented as an
expense line item in the Statement of Comprehensive Income. 

IAS 1 Disclosure Initiative 

The Fund has applied amendments to IAS 1 Disclosure Initiative for the
first time in the current year. The amendments clarify that an entity need
not provide a specific disclosure required by an IFRS if the information
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(a) Currency Risk

Currency risk is the risk that the fair value or future cash flows of a 
financial instrument will fluctuate because of changes in foreign
exchange rates. The portfolio includes securities and options 
denominated in foreign currencies. The net asset value of the Fund and
the value of the dividends and option premiums received by the Fund will
be affected by fluctuations in the value of the foreign currencies relative
to the Canadian dollar. The Fund may use foreign exchange contracts,
from time to time, to hedge all or part of its foreign currency exposure.

The table below indicates the foreign currencies to which the Fund had
significant exposure to as at December 31, 2016 and 2015 in Canadian
dollar terms, and, if any, the notional amounts of forward exchange 
contracts. The table also illustrates the potential impact on the net
assets attributable to Class A and Class U units if the Canadian dollar had
strengthened or weakened by 5 percent in relation to each of the other 
currencies, with all other variables held constant.

As at December 31, 2016
U.S. Currency Exposure

Impact on Net Assets Attributable to Holders of
Class A and Class U Units

Monetary Non-Monetary Total Monetary Non-Monetary Total

$ (7,538,846) $ 17,267,084 $ 9,728,238 $ (376,942) $ 863,354 $ 486,412

% of Net Assets Attributable
to Holders of Class A 
and Class U Units (42)% 97% 55% (2)% 5% 3%

As at December 31, 2015
U.S. Currency Exposure

Impact on Net Assets Attributable to Holders of
Class A and Class U Units

Monetary Non-Monetary Total Monetary Non-Monetary Total

$(12,885,254) $ 31,950,691 $ 19,065,437 $ (644,263) $ 1,597,535 $ 953,272

% of Net Assets Attributable
to Holders of Class A 
and Class U Units (39)% 96% 57% (2)% 5% 3%

(b) Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will adversely
affect the fair value of a financial instrument. The financial instruments
which potentially expose the Fund to interest rate risk are the short-term
fixed income securities. The Fund has minimal sensitivity to changes in
rates since securities are usually held to maturity and are short-term in
nature.

(c) Price Risk

Price risk is the risk that the value of financial instruments will fluctuate
as a result of changes in market prices (other than those arising from
interest rate or currency risk), whether caused by factors specific to an
individual investment, its issuer, or all factors affecting all instruments
traded in a market or segment. The Fund’s most significant exposure to
price risk arises from its investments in equity securities. Net assets per
unit varies as the value of the securities in the Fund varies. The Fund has
no control over the factors that affect the value of the securities in the
Fund, including factors that affect all the companies in the U.S. financial
services industry.

The Fund’s price risk is managed by taking a long-term perspective and
utilizing an option writing program, as well as by the use of purchased
put options. Approximately 97 percent (2015 - 96 percent) of the Fund’s
net assets attributable to holders of Class A and Class U units held at
December 31, 2016 were publicly traded equities. If equity prices on the
exchange increased or decreased by 5 percent as at December 31, 2016,
the net assets attributable to holders of Class A and Class U units would
have increased or decreased by $0.9 million (2015 - $1.6 million) or 4.9
percent  (2015 - 4.8 percent) of the net assets attributable to holders of
Class A and Class U units with all other factors remaining constant. In

Credit Risk 

The Fund is subject to the credit risk that its counterparty (whether a
clearing corporation, in the case of exchange traded instruments, or
other third party, in the case of over-the-counter instruments) may be
unable to meet its obligations. The Fund manages these risks through
the use of various risk limits and trading strategies. 

The Fund is also exposed to counterparty credit risk on derivative 
financial instruments. The counterparty credit risk for derivative financial
instruments is managed by dealing with counterparties that have a 
credit rating that is not below the level of approved credit ratings as set
out in National Instrument 81-102. During the year ended December 31,
2016 and period ended December 31, 2015, the counterparties to the
Fund’s derivative financial instruments had a credit rating of A-1 or 
higher by Standard & Poor’s Ratings Services.

The Fund’s derivative instruments are subject to offsetting, enforceable
netting arrangements and similar agreements. The Fund and its 
counterparty have elected to settle all transactions on a gross basis;
however, each party has the option to settle all open contracts on a net
basis in the event of default of the other party. All outstanding 
derivatives have been presented on a gross basis on the Statement of
Financial Position as derivative assets or derivative liabilities, as they do
not meet the criteria for offsetting in IAS 32 paragraph 42.

Liquidity Risk  

Liquidity risk is the possibility that investments in the Fund cannot be
readily converted into cash when required. To manage this risk, the Fund
invests the majority of its assets in investments that are traded in an
active market and which can be easily disposed. In addition, the Fund
aims to retain sufficient cash and short-term investments to maintain 
liquidity and to meet its obligations when due.

Cash is required to fund redemptions. Unitholders must surrender units
at least 10 business days prior to the last day of the month and receive
payment on or before 15 calendar days following the month end 
valuation date. Therefore the Fund has a maximum of 21 business days
to generate sufficient cash to fund redemptions mitigating liquidity
issues. 

The amounts in the table are the contractual undiscounted cash flows:

As at December 31, 2016
Financial Liabilities

On Demand < 3 months Total

Derivative liabilities $                      – $           79,120 $           79,120
Accrued management fees  – 18,370 18,370
Accrued liabilities – 16,231 16,231

$                      – $          113,721 $          113,721

As at December 31, 2015
Financial Liabilities

On Demand < 3 months Total

Due to brokers - investments $                      – $  994,442 $          994,442
Derivative liabilities  –  472,588  472,588
Accrued liabilities – 50,307 50,307
Accrued management fees – 35,636 35,636

$                      – $      1,552,973 $      1,552,973

Market Risk

The Fund’s investments are subject to market risk which is the risk that
the fair value or future cash flows of a financial instrument will fluctuate
because of changes in the market prices. The following include 
sensitivity analyses that show how the net assets attributable to holders
of Class A and Class U units would have been affected by a reasonably
possible change in the relevant risk variable at each reporting date. 
In practice, the actual results may differ and the differences could be
material.
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practice, actual trading results may differ and the difference could be
material.

The Manager believes that a portfolio that is subject to covered 
call option writing or purchased put options should provide a degree of 
protection against falling share prices in a downward trending market.

Concentration Risk

Concentration risk arises as a result of the concentration of exposures
with the same category, whether it is geographical location, product
type, industry sector or counterparty type. The following is a summary of
the Fund’s concentration risk:

Dec. 31, Dec. 31,
2016 2015

Diversified Financials 39.4% 27.5%
Banks 36.3% 23.4%
Insurance 24.3% 28.5%
Real Estate – 17.5%
Exchange-Traded Funds – 3.1%

100.0% 100.0%

Capital Risk Management

Units surrendered for redemption on or before the first business day of
September of any year commencing in 2016 (the “Annual Redemption
Deadline”) will be redeemed on the Annual Redemption Date 
corresponding to such Annual Redemption Deadline. Units surrendered
for redemption at least ten business days prior to a Monthly Redemption
Date other than September (the “Monthly Redemption Deadline’) will be
redeemed on the Monthly Redemption Date corresponding to such
Monthly Redemption Deadline. 

Commencing in 2016, unitholders whose units are redeemed on an
Annual Redemption Date will be entitled to receive a redemption price
per unit of a class equal to the net asset value per unit of such class
determined as of such date. For unitholders whose Class A units are
redeemed on a Monthly Redemption Date, the redemption price per
Class A unit (the “Class A Monthly Redemption Price”) will be the
Canadian dollar amount equal to the lesser of: (i) 95 percent of the
Market Price; and (ii) 100 percent of the Closing Market Price of the Class
A units on the applicable Redemption Date, and, in either case, minus an
amount equal to the aggregate of all brokerage fees, commissions and
other costs incurred by the Fund in connection with such payment,
including, but not limited to, costs incurred in liquidating securities held
in the Portfolio. 

For such purposes, “Market Price” means the weighted average trading
price of the Class A units on the stock exchange on which the Class A
units are listed for the ten trading days immediately preceding the 
applicable Redemption Date, and “Closing Market Price” means the 
closing price of the Class A units on the stock exchange on which the
Class A units are listed or, if there was no trade on the relevant date, the
average of the last bid and the last asking prices of the Class A units on
the stock exchange on which the Class A units are listed.
Notwithstanding (i) and (ii) above, the Redemption Price shall not exceed
the net asset value of the Fund on the Monthly Redemption Date. 

For unitholders whose Class U units are redeemed on a Monthly
Redemption Date, the Redemption Price per Class U unit will be the U.S.
dollar amount calculated as the Class A Monthly Redemption Price (con-
verted to U.S. dollars on the Monthly Redemption Date) multiplied by a
fraction, the numerator of which is the net asset value per Class U unit
and the denominator of which is the net asset value per Class A unit (con-
verted to U.S. dollars on the Monthly Redemption Date).

Fair Value Measurement

The Fund classifies fair value of measurement within a hierarchy which
gives the highest priority to unadjusted quoted prices in active markets

for identical assets or liabilities (Level 1) and the lowest priority to 
unobservable inputs (Level 3). The three levels of the fair value hierarchy
are:

Level 1: Quoted prices (unadjusted) in active markets for identical assets
or liabilities

Level 2: Inputs, other than quoted prices in Level 1, that are observable
for the asset or liability, either directly (i.e. as prices) or 
indirectly (i.e. derived from prices), and

Level 3: Inputs that are based on unobservable market data.

The classification of an item into the above levels is based on the lowest
level of the inputs used that has a significant effect on the fair value
measurement of the item. Transfers of items between levels are 
recognized in the period they occur. The following table illustrates the
classification of the Fund’s assets and liabilities measured at fair value
within the fair value hierarchy as at December 31, 2016 and 2015.

As at December 31, 2016
Level 1 Level 2 Level 3 Total

United States Common Shares  $ 17,277,315 $ – $ – $ 17,277,315
Forward Exchange Contracts  – (59,381) – (59,381)
Options  (10,231) – – (10,231)

$ 17,267,084 $ (59,381) $ – $ 17,207,703

As at December 31, 2015
Level 1 Level 2 Level 3 Total

Exchange-Traded Funds  $ – $ 995,751 $ – $ 995,751
United States Common Shares  31,012,535 – – 31,012,535
Forward Exchange Contracts  – (414,993) – (414,993)
Options  (57,595) – – (57,595)

$ 30,954,940 $ 580,758 $ – $ 31,535,698

The carrying values of cash, dividends receivable, due to brokers - 
investments, accrued management fees, accrued liabilities, and the Fund’s
obligation for net assets attributable to holders of Class A and Class U units
approximate their fair values due to their short-term nature.

(a) Equities

The Fund’s equity positions are classified as Level 1 as equity securities
are actively traded and a reliable quoted price is observable. 

(b) Short-Term Investments

Short-term investments are valued at cost plus accrued interest which
approximates fair value. The inputs are observable and therefore 
short-term investments are classified as Level 2.

(c) Derivative Assets and Liabilities

Derivative assets and liabilities consist of forward exchange contracts
and listed and/or over-the-counter option contracts.

Listed options are classified as Level 1 as the security is traded in a 
recognized exchange and a reliable price is readily observable.

Fair value of over-the-counter options is determined using the 
Black-Scholes Model with observable market data as inputs. Forward
exchange contracts are valued on the gain or loss that would be realized
if, on the valuation date, the position in the forward exchange contract,
as the case may be, was to be closed out. Over-the-counter option and
forward exchange contracts, for which the credit risks are determined not
to be significant to fair value, have been classified as Level 2.

There were no transfers between Level 1 and Level 2 and the Fund did not
hold any financial instruments within Level 3 of the fair value hierarchy
during 2016 and 2015.
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7. Financial Instruments by Category

The following tables present the carrying amounts of the Fund’s financial
instruments by category as at December 31, 2016 and 2015. 

As at December 31, 2016
Financial Instruments at  FVTPL               Financial Instruments

Designated at Inception Held for Trading at Amortized Cost Total
Assets

Non-derivative financial assets $ 17,277,315 $ – $ – $ 17,277,315
Derivative assets – 9,508 – 9,508
Dividends receivable – – 13,087 13,087
Cash – – 611,456 611,456

$ 17,277,315 $ 9,508 $ 624,543 $ 17,911,366

Liabilities
Derivative liabilities $ – $ 79,120 $ – $ 79,120
Accrued management fees – – 18,370 18,370
Accrued liabilities – – 16,231 16,231

$ – $ 79,120 $ 3,4601 $ 113,721

As at December 31, 2015
Financial Instruments at  FVTPL               Financial Instruments

Designated at Inception Held for Trading at Amortized Cost Total
Assets

Non-derivative financial assets $ 32,008,286 $ – $ – $ 32,008,286
Dividends receivable – – 83,538 83,538
Cash – – 2,700,779 2,700,779

$ 32,008,286 $ – $ 2,784,317 $ 34,792,603

Liabilities
Due to brokers - investments $ – $ – $ 994,442 $ 994,442
Derivative liabilities – 472,588 – 472,588
Accrued liabilities – – 50,307 50,307
Accrued management fees – – 35,636 35,636

$ – $ 472,588 $ 1,080,385 $ 1,552,973

The following table presents the net loss on financial instruments at
FVTPL by category for the year ended December 31, 2016 and period
ended December 31, 2015.

Dec. 31, Dec. 31,
2016 2015

Net Realized Gain/(Loss) on Financial Instruments at FVTPL
Designated at Inception $ (3,453,778) $ (929,433)
Held for Trading 1,060,778 (1,499,796)

(2,393,000) (2,429,229)
Net Change in Unrealized Gain/(Loss) on Financial Instruments at FVTPL

Designated at Inception 1,366,747 1,472,039
Held for Trading 379,828 (436,084)

1,746,575 1,035,955
Net Loss on Financial Instruments at FVTPL $ (646,425) $ (1,393,274)

8. Class A and Class U Units

The Fund’s authorized capital includes an unlimited number of Class A
units and an unlimited number of Class U units. On January 29, 2015, 
the Fund issued one Class A unit for $10.00 cash. 

On February 24, 2015, the Fund completed its initial public offering of
3,200,000 Class A units at a price of $10.00 per unit and 412,600 Class
U units at a price of US$10.00 per unit, for gross proceeds of $37.2 
million. On March 9, 2015, the Fund closed the over-allotment option
raising additional gross proceeds of $1.8 million from the issuance of
175,000 Class A units.

The Fund intends to pay equal quarterly cash distributions on the last
business day of March, June, September and December in an amount 
targeted to be 5.0 percent per annum of the issue price of the Class A and
Class U units in their respective currencies. The initial cash distribution
was paid on March 31, 2015 and was prorated to reflect the period from
the closing date of February 24, 2015 to March 31, 2015.

For the year ended December 31, 2016, cash distributions paid to Class
A units were $1,543,528 (2015 - $1,448,869) representing a payment of
$0.50 (2015 - $0.43) per Class A unit and cash distributions to Class U
units were US$145,113 (2015 - US$164,030) representing a payment of
US$0.50 (2015 - US$0.43) per Class U unit.

During the year ended December 31, 2016, 1,676,315 (2015 - nil) Class
A units were redeemed with a total retraction value of $12,076,844
(2015 - nil) and 18,400 (2015 - nil) Class U units  were redeemed with
total retraction value of US$560,783 (2015 - nil).

During  year ended December 31, 2016 and the period ended December
31, 2015, the unit transactions are as follows:

Dec. 31, Dec. 31,
2016 2015

Class A Units
Units outstanding, beginning of period 3,439,188 –
Conversions from Class U 130,960 64,188
Units issued – 3,375,000
Units redeemed (1,676,315) –
Units outstanding, end of period 1,893,833 3,439,188

Class U Units
Units outstanding, beginning of period 363,300 –
Conversions to Class A (101,500) (49,300)
Units issued – 412,600
Units redeemed (78,400) –
Units outstanding, end of period 183,400 363,300

9. Related Party Transactions 

Parties are considered to be related if one party has the ability to control
the other party or exercise significant influence over the other party in
making financial or operational decisions.

(a) Management Fees 

Strathbridge, as Investment Manager and Manager under the terms of
the Investment Management Agreement and Trust Agreement, receives
fees payable at annual rates of 1.25 percent of the Fund’s net asset value
of the Fund and calculated and payable monthly, plus applicable taxes.
The Fund is responsible for all ongoing custodian, manager, legal,
accounting and audit fees as well as all other expenses incurred by the
Custodian and Manager in the ordinary course of business relating to the
Fund’s operations. Total management fees for the year ended December
31, 2016 were $334,784 (2015 - $369,918).

(b) Advisory Board Fees 

Total advisory board fees paid to the external members of the Board of
Advisors for the year ended December 31, 2016 was $19,500 (2015 -
$15,426).

(c) Independent Review Committee Fees 

Total remuneration paid to the external members of the Independent
Review Committee for the year ended December 31, 2016 was $6,898
(2015 - $5,817).

10. Brokerage Commissions and Soft Dollars 

The Manager may select brokerages who charge a commission in soft
dollars if they determine in good faith that the commission is reasonable
in relation to the order execution and research services utilized. 
The ascertainable soft dollar value received as a percentage of total
transaction fees paid during the year ended December 31, 2016 and
period ended December 31, 2015 is disclosed below:

Dec. 31, Dec. 31,
2016 2015

Soft Dollars $ 31,749 $ 41,411
Percentage of Total Transaction Fees 29.0% 36.2%
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11. Increase/(Decrease) in Net Assets Attributable to
Holders of Class A and Class U Units per Unit 

The increase/(decrease) in net assets attributable to holders of Class A
and Class U units per unit for the year ended December 31, 2016 and
period ended December 31, 2015 is calculated as follows:

Dec. 31, Dec. 31,
2016 2015

Class A Class U Class A Class U

Increase/(Decrease) in Net Assets 
Attributable to Holders of Units $ (660,217) $ (233,141) $ (1,684,136) $ 83,768

Weighted Average Number of Units 
Outstanding during the Period 3,144,477 296,025 3,398,595 388,420

Increase/(Decrease) in Net Assets 
Attributable to Holders of Units 
per Unit $ (0.2100) $ (0.7876) $ (0.4955) $ 0.2157

12. Income Taxes

No amount is payable on account of income taxes in 2016 and 2015.

Accumulated non-capital losses of approximately $1.1 million (2015 -
$0.6 million) and accumulated capital losses of approximately $4.9 
million (2015 - $2.3 million) are available for utilization against realized
gains on sale of investments in future years. The capital losses can be
carried forward indefinitely. 

The non-capital losses expire as follows:

Expiration Amount 
Date (in $millions)
2035 $0.6

2036 0.5

Total $1.1

Issue costs of approximately $1.5 million (2015 - $2.0 million) remain
undeducted for tax purposes at year-end.

13. Future Accounting Policy Changes 

In July 2014, the International Accounting Standards Board (“IASB”)
finalized the reform of financial instruments accounting and issued IFRS
9: Financial Instruments (“IFRS 9”) (as revised in 2014), which contains
the requirements for: a) the classification and measurement of financial
assets and financial liabilities, b) impairment methodology and 
c) general hedge accounting. IFRS 9 (as revised in 2014) will supersede
IAS 39 Financial Instruments: Recognition and Measurement in its 
entirety upon its effective date.  The new standard, which becomes 
effective for annual periods beginning on or after January 1, 2018, is not
expected to have a significant impact on the Fund.
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