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Why Colabor Group Has All The Ingredients
Fabrice Taylor Wants in A Turnaround Stock
It’s an “easy double” near term
Most investors with an appetite for some risk want big returns on their stock investments. We’re talking triple digit grand slams they can brag to their friends
about. But actually achieving those kinds of returns is rarely easy. Fabrice Taylor
just makes it look that way.

“They’re my
favourite kind of
investments because typically if you
look back at my
record on these
things — Intertape
(Polymer), New Flyer
(Industries), Polaris
(Infrastructure), IBI
Group, Air Canada,
which I first recommended at three
bucks — they’ve
done very well. I’m
not talking double
digits. I’m talking
triple digit returns,”
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Mr. Taylor, the publisher of The President’s Club Investment Letter and a
The Globe and Mail investment columnist, has hit so many stock picks out
of the park with the bases loaded, Blue Jays’ slugger Edwin Encarnacion
would be impressed.
Mr. Taylor’s specialty, his bread and butter way to get returns of multiples
from his initial investment, is through companies in the midst of a turnaround. His track record in the last five or six years is exceptional. Along the
way, he’s made his subscribers — and Globe readers who cared to listen
— quite wealthy.

“I watched it for two
years before pulling
the trigger, in this
case you had five
people backstopping
it which was critical.
Of far greater interest to me is you had
two investors, one
strategic and one a
value investor.”

“They’re my favourite kind of investments because typically if you look back at my record on these things — Intertape
(Polymer), New Flyer (Industries), Polaris
(Infrastructure), IBI Group, Air Canada, which I first recommended at three bucks — they’ve done very well. I’m not
talking double digits. I’m talking triple digit returns,” Mr.
Taylor says.

High conviction, highly concentrated
Turnarounds only make up a portion of Mr. Taylor’s portfolio.
He owns a number of safer investments such as exchange-trade
funds, and has placed some of his money with a few asset managers. But when he identifies a turnaround that meets his criteria, he’s willing to take on more risk and load up.
“This has been my most reliable, go-to investment,”
Mr. Taylor says. “The problem is turnarounds don’t grow on
trees. There’s not that many of them to choose from so you
can’t just do that, but usually when I find one I come away
with a high conviction idea or conviction buy, and I’ll typically put a lot of money into them, up to five per cent of my
portfolio.”
Mr. Taylor will often watch companies for a few years before buying
them. When he gets more interested, he does a full month of due diligence ,which includes getting to know the management team.
There are seven ingredients a turnaround company must have for
Mr. Taylor to gain that conviction and buy. Let’s call it a checklist:

“Briscoe’s not buying
about eight per cent of
the company to make
a fifty per cent return.
He wants to make five
hundred per cent.
These guys don’t mess
around with little piddly returns.”
!2
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Fabrice Taylor’s

Turnaround Checklist

Old company
Boring business
Lots of debt
Stock used to be higher
Improving profit margins
Refinancing/Restructuring
Attractive revenue/market cap ratio

Old and boring is good
Turnarounds aren’t as risky because they’re typically old businesses, Mr. Taylor says.
“There’s a history there, so you can use history to gauge where the business might go.
There’s more reliability than a new company that’s trying something new,” he says
“I want it to be a boring business — bus making, duct tape, manufacturing, airlines,
engineering, power generation — simple things that are easy to understand and that
there’s always been demand for and always will be demand for. That’s number one.”

Debt can be your friend
Companies typically break down because they have too much debt and their margins start to deteriorate, Mr. Taylor says.
“That’s what brings the stock price down,” he says. “The leverage, the debt, works in
the opposite sense when things are improving so heavily indebted companies whose
fundamentals are deteriorating, their stock prices really get crushed but, by the same
token, if they’re improving, the stock price goes up a lot, so I like debt.”
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A stock's past can indicate its future
Mr. Taylor likes companies that used to have a
much higher stock price.
“It kind of confirms your sense of where
it might go,” he says. “Typically it won’t
go back to where it was. I think ITP (Intertape Polymer, ITP-T) once traded for
$45. It’s half that now but we recommended it at around a buck.”

Better margins get attention
Look for improving margins.
“In every case, you’ve got to see the
EBITDA (earnings before interest, taxes,
depreciation and amortization) margins
starting to improve because that’s what
really turns heads and gives you the
confidence to buy,” Mr. Taylor says. “It
makes you think the debt is not so onerous.”

Refinancing and/or restructuring
“Refinancing is a good thing,” Mr. Taylor
says.
“With IBI Group we had the rights issue
and we had insider participation in that
rights issue, that’s obviously critical,”
he says “That rights issue got rid of a lot
of debt. There’s still a lot of debt on IBI
but they got rid of just enough that gave
the company more breathing room
along with more cash flow from better
margins made the debt far more manageable.”

A key metric to turbocharge returns
One of Mr. Taylor’s ingredients is a less obvious
financial metric many investors might not consider when assessing a turnaround story: a very
large amount of revenue relative to the market
cap,
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“For example, ITP had $800 million of
revenue and a market cap of $50-$60
million dollars. If you think about one
per cent margins on $800 million, that’s
$8 million and that money belongs to
the shareholders. If you’re trading at
$50 million, that’s a very, very small
price earnings ratio that can move higher if they just get to two per cent net income (margins). When you get that high
ratio of revenues to market cap you
have, what I call, the turbocharged,
double-barrelled return because you’re
going to get rising earnings but, the
multiple will go up, so there’s two things
that drive the stock higher.”

Why Colabor Group?
Mr. Taylor’s latest turnaround idea is Colabor
Group Inc. It’s a Boucherville, Que.-based
wholesaler and food distributor founded in
1962. The company struggled in recent years
under a heavy debt load, and questionable
management, following a series of acquisitions.
“I watched it for two years before
pulling the trigger,” he says. “In this
case you had five people backstopping it
which was critical. Of far greater interest to me is you had two investors, one
strategic and one a value investor. The
value investor would be the (Jerry)
Zucker Group, and they have a pretty
good nose for small cap value, and I
know that from experience, so that gave
me comfort and they already owned a
lot of the stock. They were ready to go
up to almost twenty per cent.”
(The Zucker Group owns or has the right to own
18 per cent of Colabor’s common shares. Other
large shareholders include Caisse de Depot, Investissement Quebec, Fonds de Solidarite and
executive-vice chairman Robert J. Briscoe.)
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A steady hand at the tiller
The strategic investor Mr. Taylor refers to is Robert Briscoe, the recently appointed executive vicechairman of Colabor. He owns more than five million shares or nearly eight per cent of the company
with an option to buy one million more. Mr. Taylor thinks Mr. Briscoe’s experience should have a
positive influence on Colabor’s direction.
“Rob Briscoe is a very, very capable businessman whose involved with a number of
companies that he’s founded or purchased. But he has a long track in food distribution. He’s put up already I think five, six million dollars, and I hear that he wants to
buy more. He’s an insider but you also have a guy who really knows business, and
gives you a lot of confidence that they can turn this around. Having an experienced
guy like that leading it gives me tremendous confidence that this is going to work out.
Mr. Taylor also says Mr. Briscoe is not invested in Colabor so he can make a modest profit.
“He’s not buying about eight per cent of the company to make a fifty per cent return.
He wants to make five hundred per cent. These guys don’t mess around with little piddly returns.”

Focus on EBITDA
Mr. Taylor believes it wouldn’t take much for Colabor to move the needle on its profit margins and, in
turn, its stock. He models Colabor at a six-to-seven times price to earnings ratio, and an EBITDA
margin of between two-and-a-half and three-and-a-half per cent, which gives him a price range for
the stock over the next 12-to-18 months of $1.30-to-$2.85 a share. Colabor currently trades around
82 cents.
“If I model Colabor on $1.5 billion
in revenue and I use two-and-ahalf or three (EBITDA margin),
you’re looking at least a double
in the near term,” Mr. Taylor
says. “We’ve seen now two consecutive quarters of better margins so I don’t think that’s a
fluke. The industry is becoming
less competitive, people are starting to say, ‘Okay, enough beating
each other over the head for
market share, let’s try and make
some money’. I think that is
probably the number one metric
you want to look at is that EBITDA margin. I model six-to-seven
times just to be conservative and
I see tremendous upside.”
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Timing a turnaround pick
How does Mr. Taylor avoid catching the
proverbial falling knife when deciding it’s time
to buy the stock of a company in turnaround
mode? He says he’s identified patterns over the
years through trial and error and that patience
is important.
“You want to see the stock starting to
bounce off its lows,” Mr. Taylor says, pointing to his investment in Intertape as an example. “When ITP bounced off its lows six months
after it bottomed out, and you could see the
stock starting to move, and you knew it’s the
smart money buying it because everyone else
said, ‘I puked it out. I never want to hear its
name again. I hate it.’
“Intertape, when I talked about that
one, everyone said, ‘Don’t talk to me
about that one. I lost so much money’.
That’s when you know it’s bombed out.
Same with New Flyer, same with IBI
Group and all these other ones that I’ve
nailed.”

Risks
“Colabor is not without risk,” Mr. Taylor
says. “They have a lot of debt, although
they have cash flow, they do have a lot
of debt,” Mr. Taylor says. “The nice thing
though, you’re distributing food. That
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will never go out of style. People always
have to eat so it’s not like their business
will disappear. It’s just can they stay
competitive?”

When to buy
“There’s a lot of people taking profit
here (following a rights offering) so
now’s a good time to buy it because
there’s a lot of stock available,” Mr. Taylor says. “It won’t be available for long.
Eventually, people are going to see the
opportunity and start mopping up
what’s available, and the float (of outstanding shares) will get tighter. Keep
in mind, more than 50 per cent of the
shares are held by large institutions or
insiders.
Mr. Taylor has a last word of advice if you’re
considering buying Colabor.
“Don’t chase it. Put bids in. Move your
bids up if you’re not getting filled. Just
be cautious and understand that every
investment is risky, but I like the risk
return at the current price. I’ve bought
all my stock between 68 and 80, 85, 86
cents. My average is probably about, I’d
guess, 75.”
Disclosure: Mark Bunting also owns shares of
Colabor

Colabor Group Inc. (GCL.TO)
10 YEAR CHART
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A BREAKTHROUGH Micro-Cap

CANADIAN STOCK

by Guest Contributors, Ryan Irvine, president, KeyStone Financial,
& Aaron Dunn, senior analyst, KeyStone Financial
The single most powerful driver of a stock long term is profits or earnings.
One of the most powerful inflection points in the evolution of any company is when it first begins to breakthrough into profitability or positive earnings.
From earnings, corporations can growth their business organically, grow it by acquisition, and pay dividends
to shareholders – without diluting shareholders – this is the secret to long-term growth.
But it is just prior to or in the quiet months following the release of a breakthrough profit report that potentially
explosive share gains can be made.
That is why KeyStone released its 2016 Breakthrough Canadian Growth Stock Report which focuses on
more than 20 Canadian small and micro-cap growth stocks that have either just hit profitability or show a high
likelihood of producing earnings for the first time over the next six-to-twelve months.
To give Capital Ideas Digest readers an idea of the type of growth stocks we include in this report we have
pulled two recommendations which offer solid risk to reward potential over the next one-to-two years. One is
featured this week and the other in next week’s issue.

Distinct Infrastructure Group Inc. (DUG-V)
Industry: Construction/Infrastructure
Recommended Price: $0.98
Market Cap: $26,241,253
Shares Outstanding: 26,776,789
Fully Diluted: 31,209,575
Key Management Share Ownership: 56%
Distinct Infrastructure Group (DIG) is a design, engineer-

ing, construction and maintenance service company posi!7
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tioned to take advantage of increasing investment in infrastructure by telecommunications companies, utilities,
and governments. Key customers include Bell Canada
(BCE-T), Bell Mobility, CDS, Expertech, Rogers Communications (RCI.B-T), Telus (T-T), and Toronto Hydro.
Business Opportunity - Fibre Rollout in Canada/U.S.
Presents Significant Opportunity
Management believes the company is well positioned to
benefit from the rapid expansion of telecommunications
network infrastructure and particularly the need to build
last-mile connectivity throughout Canada and into select
U.S. markets. We also expect the company is also well
positioned to participate in growing infrastructure spending for energy efficiency and expansion of utility networks.
Fibre 101 - Advantages over Traditional Copper-Based
Networks
Compared to traditional copper-based networks, optical
fibre transmission provides certain key advantages:
⋅

⋅

High Bandwidth: Fibre has higher information
carrying capacity or bandwidth as compared to
traditional copper wires, allowing for standardized performance of up to 10 gigabytes per second (Gbps) and beyond.
Low Attenuation: Attenuation refers to the signal loss over distance due to scattering and absorption. Compared to copper cables which can
transmit information up to 9,300 feet (2,835 metres), fibre cables can transmit information to up
to 24.8 miles (40.0 kilometres).

Current Financial Picture

Q2 2015

$15,514,275

$8,507,528

$1,608,743

$1,459,400

EBITDA (loss)/Shr.:

$0.06

$0.05

Fully Diluted EBITDA
(loss)/Shr.:

$0.05

$0.05

EBITDA (loss):

Forecasts (analysts consensus):
2016 estimated earnings annual: $53 million, EBITDA $9
million or $0.34 per share.
2017 estimated earnings annual: $83 million, EBITDA $12
million or $0.44 per share.
KeyStone Comments: Given the company’s historical
organic growth rate and strong start to 2016 on the revenue side, these numbers are achievable. Management
will be tasked with good execution and margins will have
to uptick again at the end of 2016 and into 2017.

Growth Outlook
Distinct Infrastructure has posted a 30% organic revenue
cumulative average growth rate between 2010 and 2015.
This impressive trend continued into the first quarter of
2016 as the company achieved strong growth aided by
favourable weather resulting in fewer lost days.
Margins have also been impressive expanding from 10
per cent to 18 per cent due to operating leverage and
DIG’s ability to take on larger jobs over the years that typically carry higher margins.

Secular Theme Driving Growth
The company’s growth reflects increased infrastructure
investment on behalf of telecoms (telcos) and governments.
Bell recently announced plans to invest $20 billion nationally in its broadband fibre and wireless networks by the
end of 2020. DistinctTech Inc., the banner DIG operates
under in Ontario, was one of the named contractors in the
Toronto buildout.

Q2 2016

Revenues:

million adjusted EBITDA).

Telus has announced $12 billion worth of projects across
Canada from 2015 to 2019. While Rogers has not announced a generational investment like Bell has expectations are it will maintain a fairly steady level of annual capital spending at approximately $2.2 billion.
This environment should provide long-term growth
prospects in wireline spending, which falls squarely within
Distinct Infrastructure’s wheelhouse.

Historical Financials

Liberal Win - Federal and Provincial Infrastructure Spending Rising

The company has grown revenue and earnings before
interest, taxes, depreciation and amortization (EBITDA)
from $8.7 million and $900,000 in 2010, respectively, to
$37.1 million and $5.6 million in fiscal year 2015 ($6.8

Industry forecasting body CMD Group expects good nonresidential construction spending growth through 2019 in
the provinces Distinct Infrastructure is most active.
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The new federal budget contains $120 billion earmarked
for infrastructure spending over the next 10 years. The
Ontario government’s budget earmarks $137 billion for
infrastructure spending over the next 10 years. The Alberta budget calls for $34 billion to be spent on infrastructure
by 2018.

Management is working to improve the third party verification of its work which is a rather cumbersome process with
the most likely option being Distinct Infrastructure’s selfinspecting the work with intermittent spot-checks by the
telcos. This should help to expedite the invoice approval
process and start to bring down DSO.

Key Risks, Relative Risk: Moderate

Conclusion

While it is a blessing to have such well capitalized communication giants as clients, it can be a bit of a double
edged sword in a couple of different ways.

In what can be a tough industry to consistently grow business and achieve reasonable margins, Distinct Infrastructure has produced strong organic growth and appears to have established itself as a major turnkey service
provider to Canadian and potentially North American
communication firms in the deployment of fibre-to-thehome.

First, because of its success servicing Bell, the company
now accounts for between 70-to-75 per cent of Distinct
Infrastructure’s annual revenue. Rogers would be the next
largest client at approximately 20 per cent of revenue. This
type of customer concentration adds to the risk level. If the
company were to run afoul of Bell, for example, or Bell
where to significantly cut spending on its network, Distinct
Infrastructure would be hit hard.
Dealing with large communications firms also has produced a situation where the company has relatively poor
free-cash-flow (FCF) conversion. Despite generating
strong operating cash flow and having relatively low capex
over the last year, Distinct Infrastructure has consistently
generated negative FCF.

Customers often slow with payments
The issue here is that the big communication companies
take their time in making payments. There is not a worry if
they will get paid, it is just how long it takes and that the
company may find itself in a cash crunch. Distinct Infrastructure’s days sales outstanding (DSO) and days
sales of WIP outstanding (DWO) are much higher than
their peer group.
Apart from the large communication companies doddling
on payments, management has identified the major bottle
neck as the need to have a third party verify Distinct Infrastructure’s work and report back to the telco.
Lastly, there is also always the threat of increased competition, fewer sole sourced bids, and slower growth which
would see the EBITDA margin contracting to the industry
average of 8 per cent.

Comments:
While we would like to see the customer concentration
come down (something the company is working on via
U.S. and western Canadian expansion), we do not see it
as a major issue given the company’s strong working relationship and history of service excellence with its primary
customers.

Management is aligned with shareholders holding a
greater than 50 per cent stake in the business. Additionally, through its recently upgraded fleet of equipment, including 24 hydro-vac trucks, and highly trained workforce, the
company is well positioned to service the growing infrastructure markets. We estimate that over 90 per cent of
the DIG’s revenue is repeat business and not competitively bid, helping to explain the company’s class-leading
margins.

Valuation
In terms of valuation, Distinct Infrastructure appears to
offer decent value given that it trades at around 5.56 times
our enterprise value to EBITDA (EV/EBITDA) 2016 estimated earnings multiple whereas peers trade at 6.9 times.
If we apply a multiple of 6.5 times our 2016 EBITDA estimate and remove net debt we arrive at a near-term fair
value in the range of $1.30-$1.40.
If we look at the 2017 analyst estimates and factor in the
strong organic growth and the potential for further growth
from a large U.S. Internet firms build out plans, we see
upside to the $1.75-$2.00 range.
With a lack of current free cash flow Distinct Infrastructure
holds a higher than average degree of risk. We expect the
very strong organic growth to continue in 2016 and into
2017, and if management hits current analyst targets, the
company is undervalued.
As a hedged strategy, we suggest interested clients purchase a half position in the current price range $0.98$1.20 and complete the full position as we update the
stock over the next three-to-six months. We initiate coverage with a SPEC BUY – half position and place the company in our Additional Coverage.

It may not seem like much of a stretch given the recent polls and growing controversy swirling around
!9
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What the smart money is doing
Donald Trump and his treatment of women, but a prominent money manager is betting Hillary Clinton
will become the next U.S. president.
Greg Valliere, chief global strategist with Horizon Investments, made the call in an article in Barron’s on
Oct.13.
“It probably won’t be a landslide, but it won’t be particularly close,” said Mr. Valliere, "She should
approach the 332 electoral votes that Barack Obama won in 2012.”
Mr. Valliere believe Clinton would have lost to a Kasich-Rubio ticket, and calls her "the luckiest politician in America, avoiding indictment over her emails, and running against the worst Republican
nominee since . . . well, Donald J. Trump is the worst ever.”
Mr. Valliere said he waited until this past week to make the final call because there have been a number
of "October surprises” during election.
"There’s an October surprise, to be sure: Trump and women,” said Mr. Valliere.
We’ll skip over the mounting allegations against Trump that Mr. Valliere goes through and go right to the
endorsement, so to speak.
"Our

call on this election isn’t an endorsement of Clinton; the prospect of four
more years of regulations and high taxes and Clinton scandals is
demoralizing,” Mr. Valliere writes. "But the opposition party is
imploding and its once-ascendant young star — [Paul] Ryan - may never fully recover. He’s loathed by the angry Trump
base, and that will persist forever.”
Mr. Valliere notes the financial markets have been “relatively sanguine,” when it comes to the election and focussed instead on earnings and what he calls a "likely
rate hike" from the Federal Reserve in December.
"But a day is coming, soon, when the markets will
have to contemplate the possibility that if the Trump
free-fall continues, Washington could be run by the
troika of Clinton, Nancy Pelosi and Chuck Schumer.”
Read into that last comment what you will.
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First look
— This week’s initiations:
RBC Dominion Securities analyst Mark Dwelle
stock. The analyst consensus is 99 cents. The stock is
initiated coverage of Fairfax India Holdings
Corp. (FIH.U-T) with an “outperform” rating. He set
a price target of $14 (U.S.). Consensus is $18.20. The
stock is trading around $11.10.
“With a large population, good legal system
and attractive geography, India is viewed as
one of the more attractive emerging
markets,” said Mr. Dwelle in a note. “The
country’s 2014 election brought a pro-business leader and plans for wide-ranging reforms many of which are already underway.
Fairfax India provides a direct play on the
business opportunities that will arise from
such change.”
Mr. Dwelle cited the holding company’s “proven and
experienced leadership” and said the initial investments are in well-established businesses “with their
own track record of success.”
Both analysts that cover the stock have a “buy” rating.
**Canaccord Genuity analyst Derek Dley initiated
coverage of GreenSpace Brands Inc. (JTR-X), a
Toronto-based organic and natural food company,
with a “buy” and target of $2.25 (Canadian). Consensus is $2.03. The stock is trading around $1.20.
“For fiscal 2017, we are expecting a 300 per
cent to 400 per cent year-over-year sales increase for GreenSpace, assuming legacy
brands continue to gain momentum and acquired brands win transformative distribution,” said Mr. Dley. “We believe that GreenSpace will continue to pursue accretive acquisitions, although we have not forecast any
into our estimates.
He also cited the company’s “scale advantage in
manufacturing, access to retailers, access to
capital markets, and knowledge of online and
digital marketing strategies, we regard the
current valuation as an attractive entry point
into what we believe is an early-stage growth
company.”
Both analysts that cover the stock have a “buy” rating.

currently trading around 57 cents.

“We view Victoria as an attractively priced
emerging gold developer capable of delivering a 200,000 ounces plus per year production profile at low quartile operating costs,
from its 100-per-cent owned Eagle Gold
Project, located in central Yukon,” Mr.
Thompson said in a note. “We feel that Victoria is primed to transition from developer to
producer (or be acquired), given the fully
permitted and shovel ready status of the Eagle Project. Funding remains the next milestone on Eagle’s development track, which is
anticipated by mid-2017.”
He said Eagle is one of the largest un-developed gold
projects in the country, with proven and probable reserves of 2.7-million ounces.
All four analysts that cover the stock have a “buy”
rating.
**Canaccord Genuity analyst Mark Rothschild initiated coverage of Israel’s largest real estate investment
trust, Gazit-Globe Ltd. (GZT-T, GZT-N), with a “hold”
and $14.50 target. The analyst average is $15.30. The
stock is trading around $13.15.
“Gazit-Globe Ltd. offers investors the ability to own a
globally diversified portfolio of high quality supermarket-anchored shopping centres,” Mr. Rothschild said
in a note. “The company is led by a talented and highly aligned management team that has significant experience in its various markets.”
He said Gazit’s shares trade at a significant discount
to net asset value (NAV) “which, in our view, reflects a
number of factors, chiefly its holding structure, as
most of the assets are held through publicly traded
subsidiaries.”
To improve the valuation, he said management’s goal
is to increase the proportion of direct property ownership to more than 50 per cent from 18 per cent.
“We believe that to the extent management is
successful in executing its strategy, the discount
to NAV will narrow. However, in its current structure we expect the shares to remain well below
NAV.”

**Raymond James analyst Chris Thompson initiated coverage of Victoria Gold Corp. (VIT-X) with an
“outperform” rating. He set a price target of $1 for the
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NOTABLE

stocks :

Raymond James upgraded Heroux-Devtek Inc. (HRX-T) to “outperform” from “market perform” with a $15 target

price. The stock is currently trading around $13.60.

“Although macro uncertainties remain elevated for the global economy, we believe
Heroux boasts above-average growth visibility, particularly with respect to the 777
landing gear contract that began production in June,” analyst Ben Cherniavsky said in a note.
“Heroux has a proven track record of executing well for its shareholders. The biggest catalyst in recent years was clearly the 2012 decision to divest of the aerostructures business, pay investors a $5.00 a share in cash, and focus on landing gear systems. A large contract with Boeing on the 777 platform and the accretive acquisition of APPH followed
shortly thereafter. We believe there is more momentum to this story over the next few years.”
Among five analysts that cover the stock, three have a “buy” and two a “hold.”

Analysts continue to weigh in on Canadian oilfield services companies amid a more optimistic outlook for oil prices.

Canaccord Genuity analyst John Bereznicki raised his target prices for the following stocks:
•
•
•
•
•

Canadian Energy Services and Technology Corp. (CEU-T, buy) to $6.25 from $5.50. Consensus: $5.42.
Calfrac Well Services Ltd. (CFW-T, hold) to $3.50 from $3.25. Consensus: $4.09.
Canyon Services Group Inc. (FRC-T, buy) to $7.50 from $7. Consensus: $6.75.
Secure Energy Services Inc. (SES-T, buy) to $12 from $11.50. Consensus: $11.33.
Trican Well Service Ltd. (TCW-T, speculative buy) to $4 from $3.25. Consensus: $3.38.

Raymond James analysts made the following target price upgrades to other energy names:
•

Kelt Exploration Ltd. (KEL-T, outperform) to $8 from $6.50. Consensus: $6.54.

•

AltaGas Ltd. (ALA-T, market perform) to $32 from $31. Consensus: $34.21.

•
•
•
•

Inter Pipeline Ltd. (IPL-T, market perform) to $29 from $27.50. Consensus: $28.92.
Cenovus Energy Inc. (CVE-T, CVE-N, market perform) to $21 from $19. Consensus: $21.50.
Imperial Oil Ltd. (IMO-T, IMO-N, outperform) to $49 from $50. Consensus: $45.76.
Suncor Energy Inc. (SU-T, SU-N, outperform) to $43 from $42. Consensus: $41.06.
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Notable

Insider Buying

and Selling
CEO Clayton Riddell continues buying at
Paramount Resources (POU-T), according to
INK Research CEO Ted Dixon.
Mr. Dixon said insiders have spent net $7.9million buying shares in the public market
since his last report in the Globe and Mail in
July.
He said the most recent public market transaction was on Sept. 29 when Mr. Riddell
bought 518,400 shares at $14.82.
The stock is ranked 6th in his firm’s October
Energy Top 30 Report.
Among 15 analysts that cover the stock, five
have a “buy” and 10 a “hold.”
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Other analyst

Actions
Advantage Oil & Gas Ltd.’s (AAV-T, AAV-N) is
a top pick over at Desjardins Securities. Analyst
Jamie Kubrik raised his target price for the stock
by a loonie to $11. Consensus is $10.50.
AGT Food and Ingredients Inc.’s (AGT-T) is
an “outperform” at Raymond James. Analyst
Steve Hansen raised his target to $46 from $43.
The analyst consensus price target is $43.86.
Alcoa Inc. (AA-N) was downgraded by Bank of
America/Merrill Lynch analyst Timna Tanners to
“neutral” from “buy” with a target of $30 (U.S.),
down from $33. The average is $32.68. The
company kicked off U.S. earnings season with
weak numbers and the stock fell 15 per cent.
Canyon Services Group Inc. (FRC-T) was
raised to "buy" from "hold" at Tudor Pickering &
Co by analyst Taylor Zurcher. He did not specify
a target price. The average target is $6.75.
Husky Energy Inc. (HSE-T) was downgraded
to “equal-weight” from “overweight” by Morgan
Stanley analyst Benny Wong. He lowered his
target to $20 from $21. The average is $19.39.
Interfor Corp. (IFP-T) was downgraded to "sector perform" from "sector outperform” by CIBC
World Markets analyst Hamir Patel. Mr. Patel
did not change his target price of $17. The analyst average is $17.68.

Michael Markidis raised his target to $5.75 from
$5.50. Consensus is $5.83.
Royal Bank of Canada (RY-T, RY-N) was upgraded to “buy” rating from “hold” by Canaccord
Genuity analyst Gabriel Dechaine. He raised his
target price for the stock to $89 from $85. Consensus is $82.57.
Transforce Inc. (TFI-T) is a "sector performer"
at CIBC World Markets. Analyst Kevin Chiang
raised his target to $28.50 from $26. Consensus
is $27.27.
Twitter Inc. (TWTR-N) was raised to "hold"
from "sell" by Evercore ISI analyst Ken Sena
with an unchanged target of $17 (U.S.). The average is $12.12. Twitter shares got hit after reports suggested neither Alphabet (GOOGL-O,
GOOG-O) were interested in buying the company.
Tyson Foods Inc. (TSN-N) was upgraded to
“outperform” from “market perform” at BMO
Nesbitt Burns. Analyst Kenneth Zaslow increased his target price for the stock to $84
(U.S.) from $77. Consensus is $77.82.
Valeant Pharmaceuticals International Inc.’s
(VRX-N, VRX-T) is a “hold” at RBC Dominion
Securities. Analyst Douglas Miehm lowered his
price target by a dollar to $35. Consensus is
$43.63.

Motorola Solutions Inc. (MSI-N) was upgraded
to “outperform” from “market perform” by BMO
Nesbitt Burns analyst Tim Long. Mr. Long raised
his target price for the stock to $84 (U.S.) from
$72. Consensus is $75.08.
Pfizer Inc. (PFE-N) was downgraded to “hold”
from “buy” at Jefferies. Analyst Jeffrey Holford
also lowered his target to $36 (U.S.) from $39.
The average is $39.
Pure Industrial Real Estate Trust (AAR.UN-T)
is a “hold” at Desjardins Securities. Analyst
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Technically

SPEAKING

by Dwight Galusha, SetYourStop.com
Bonavista Energy (BNP-T) is breaking out to new 52 weeks highs as the price of natural gas continues
to surge. RSI tends to fluctuate between 40 and 90 in a bull market (uptrend) with the 40-50 zones acting
as support. The RSI has held the 40-50 zone at least five times since April.
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