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INVESTORS 1ST
The CFA Institute is undertaking a broad initiative called “The Future of Finance,”
whose objective is to create positive change in the financial industry. This
endeavour is built around the following six focus areas:
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Investors 1st – the fiduciary duty to protect investor interests
Financial knowledge – empowering investors to make better decisions
Regulation and enforcement – protecting investors and preserving capital market integrity
Retirement security – sensible solutions for pension systems worldwide
Safeguarding the system – promoting stability and minimizing systemic risk
Transparency and fairness – standards to promote an open and honest financial system.

The first focus area of the initiative – Investors 1st - is a fundamental tenant of the professional activities of
all CFA Charterholders and candidates. Investors 1st means that for all CFA Charterholders, the needs and
interests of those they serve must come before their own interests or those of their firms. In support of the
Investors 1st initiative, the Statement of Investor Rights was developed by the CFA Institute to educate the
consumers of financial service products about the conduct they are entitled to expect from financial service
providers. The Statement of Investor Rights is intended to be used by both investors and financial professionals
in the following ways:
• Investors: Present the Statement to your financial professionals, whether you are establishing an investment
plan, working with a broker, opening a bank account or buying a home.
• Financial Professionals: Support the Statement and provide it to your clients to show that you are committed
to its fundamental, ethical principles. Let your clients know that they can trust you to provide the service they
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expect and deserve.

The Statement of Investor Rights reads as follows:
When engaging the services of financial professionals and organizations, I have the right to…

1 Honest, competent, and ethical conduct that complies with applicable law;
2 Independent and objective advice and assistance based on informed analysis, prudent judgment, and diligent effort;
3 My financial interests taking precedence over those of the professional and the organization;
4 Fair treatment with respect to other clients;
5 Disclosure of any existing or potential conflicts of interest in providing products or services to me;
6 An understanding of my circumstances, so that any advice provided is suitable and based on my financial objectives and constraints;
7 Clear, accurate, complete, and timely communications that use plain language and are presented in a format that conveys the information effectively;
8 An explanation of all fees and costs charged to me, and information showing these expenses to be fair and reasonable;
9 Confidentiality of my information;
10 Appropriate and complete records to support the work done on my behalf.
Local CFA Institute member societies are currently engaging in a variety of activities to support these initiatives. CFA Society Vancouver’s efforts have been focused
on the publication of our semi-annual BC Investment Outlook, which was launched in June 2013 and is intended to further investor education by providing
objective and unbiased content focused on the economy, capital markets, portfolio management, taxation, estate planning and other topics of interest to investors
in our local market. CFA Society Vancouver also hosted it inaugural Wealth Management Conference in October 2012. The Conference was designed to appeal
to private investors and their advisors by accessing the talent pool of CFA Society Vancouver’s membership and industry contacts to help address issues facing
investors in a way that was not self-serving or promotional. At CFA Society Vancouver, we are currently in the process of planning our next Wealth Management
Conference for later this year, and expect to be announcing the date and speaker list shortly.

CFA SOCIETY VANCOUVER • 604-985-9889 • INFO@CFAVANCOUVER.COM • WWW.CFAVANCOUVER.COM

Connor, Clark & Lunn

By Larry Lunn, CFA, BPE Chairman Connor, Clark & Lunn Financial Group

ARE FINANCIAL MARKETS GETTING A BIT “LONG IN THE TOOTH”?
Are financial markets getting a bit ‘long in the tooth’? Despite the quick correction and sharp recovery seen from
mid-September to mid-October, a cursory look at both stock and bond markets would suggest that this is the case.
The bond market has had an even more impressive run considering that yields have been steadily declining (bond prices
rising) for over three decades, while interest rates have reached lows not seen since the Great Depression (see chart 1).
1) Historically, long-term government bond yields
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is problematic in terms of investors obtaining
proper compensation for the (inflation) risk they
are taking;

The current advance in stock prices has exceeded
the returns from eight of the previous twelve bull
markets since 1932. In terms of valuation metrics,
the trailing price-to-earnings multiple (P/E) of
17.8x for the S&P 500 Index is above its long-term
historical average of 16.4x. On the other hand, it
is still below the average P/E of 18.9x seen during

3) A move by the US Federal Reserve (Fed) towards

(BoE) to move towards normalizing monetary
policy, which will help ensure that any potential
structural imbalances, like a misallocation of
capital, do not get out of hand. However, any
move towards normalization will be slow and
calculated, erring on the side of being overly

normalizing policy interest rates means that the

accommodative so as to mitigate the risk of choking

federal funds rate will move up over time to the

off growth and falling into a deflationary trap. The

3% level. This, along with normalization in the

Fed and BoE have some wiggle room to remain

yield curve (positive slope), would push the 10-

accommodative because there is still plenty of slack

year government bond yield up through 4%.

in the economy: commodities are in a secular bear
market, capacity utilization rates are still relatively

prior cycle peaks in prices. The situation is clearer

When considering the foregoing, it is fairly obvious

when it comes to the equity risk premium. Today,

low, unemployment rates are above average, the

that both the stock and bond markets are not as

it is one standard deviation above its long-term

rate of underemployment is high, and employment

attractive as they once were. But that does not mean

average (more attractive for investors) versus being

participation rates have been falling. All this to say

we are facing an imminent bear market in either

one standard deviation below the long-term average

– there are no real inflationary pressures.

case. We find ourselves facing a somewhat unique

at prior market peaks. The picture is also clearer

combination of economic and financial market

The situation is quite different in continental

when it comes to relative valuations, with stocks

conditions. Global economies and monetary policies

Europe and Japan: economic growth is very tepid,

looking more attractive than bonds and residential

have become desynchronized, which could lead

deflationary forces are present, and both regions

real estate.

to a so-called “goldilocks scenario” where things

are in need of further structural reform of their

are ‘neither too hot nor too cold’. For instance,

respective labour markets and financial systems.

the US and UK economies appear to be making a

In response, the European Central Bank (ECB)

successful transition to a self-reinforcing growth

has begun to pull out all the stops to help kick

phase, while Europe and many emerging countries

start the economy. Governor Draghi’s speech at

are stagnating. Recent economic releases in the

Jackson Hole and subsequent actions on the part

US and UK have surpassed expectations on the

of the ECB attest to his resolve. This, along with

upside, while a wide range of leading economic

the Bank of Japan’s current quantitative easing

indicators point to further growth. Also, a number

program, will ensure plenty of global liquidity even

of lagging indicators, such as employment and

as the Fed winds up their asset purchase program

Bond investors are faced with a challenging
conundrum: while the consensus view is that
interest rates have no place to go but up, they have
nonetheless been on a steady march lower this
year. The rally in fixed income markets defies rising
inflation expectations and stretched valuation
levels. There are reasons to be concerned about
current valuations:

(quantitative easing) and begins to normalize
“The opinions are those of the authors and do not reflect the views of CFA Society Vancouver, its Board of Directors or its members. CFA Society Vancouver does not guarantee the
originality, reliability or accuracy of any statement, information or advice, nor does it make any representation concerning the same.”
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interest rates. A US-led global recovery supported

In terms of fixed income markets, we are still of

by excess liquidity and benign inflation should

the view that the bull market in bonds ended in the

underwrite further gains in stock prices and only a

summer of 2012 and that we have entered into a

Even though asset prices appear stretched, ongoing

modest rise in bond yields. In fact, a US-led global

somewhat benign bear phase (i.e. the rise in interest

monetary easing in Europe, Japan as well as

economic recovery accompanied by accommodative

rates in the foreseeable future will be somewhat

selected emerging markets, in combination with

monetary policies, low inflation, expanding energy

limited). The reasons are fairly straightforward,

a lift in economic activity in North America and

supplies, increased productivity through robotics,

starting with the fact that European short-term

the UK, will support higher equity prices while

and further structural reforms to limit the build-

interest rates are negative and pulling down the

keeping interest rates range bound. However, with

up of any major excesses, could lead to a very long

yields on longer-term European sovereign debt.

the need for more clarity on the divergent global

term secular bull market in stocks (see chart 2).

Ten-year Spanish government yields are lower

economic recovery, continued market volatility, and

than equivalent US Treasury yields and the spread

the potential for another mild pullback in prices, a

between German Bunds and US Treasuries is at

neutral stance is the most prudent strategy from an

historically wide levels. With long-term Japanese

asset mix perspective.
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attract significant capital flows into North American
bonds. In addition, a diminishing supply of bonds
(due to governments cutting their deficits and debt

CAPITAL MARKETS

issuance), continued concerns over geopolitical
risks, pension funds reducing risk (buying long

When it comes to stocks, bull markets have
historically come to an end when the economy
is heading towards recession, the yield curve is
flattening or inverted, and spreads on high yield
credit are ‘ballooning’ out – none of which are the
case today. This means that further gains are still
likely because low inflation will support higher than
average market valuation multiples, while rising
economic activity will lead to sustained earnings
growth. Thus, the most probable scenario going
forward for stock markets is that future gains will
be less dependent on an expansion in P/E multiples
and more dependent on growth in corporate profits

PORTFOLIO STRATEGY

In this environment, bond portfolios will maintain
a slightly shorter-than-benchmark duration, with
yield curve positioning concentrated in the middle
area of the curve (7- to 10-year maturities). Also, with
no recession on the horizon and reasonable growth
expectations, portfolios remain overweight corporate
and provincial bonds to provide additional yield.

bonds to match liabilities), and the ongoing carry-

Global and Canadian equity portfolios are

trade (where investors and banks borrow very

positioned to benefit from the pickup in US

cheap short term funds to invest in longer-maturity,

economic growth and ongoing accommodative

higher yielding bonds), are additional factors

monetary policy. Exposure to later-stage cyclical

helping mitigate a sharp rise in interest rates. We

companies has been increased; however, the focus

are also reminded of the fact that, according to

remains on high quality companies with reasonable

Investors Intelligence, 90% of all money managers

valuations that can grow earnings and dividends.

are bearish on interest rates and expecting them

We also expect the mid-cycle sectors, including

to rise, while only 10% are bullish. This is causing

industrials, technology, and consumer discretionary

an overcrowded trade since almost everyone has

to outperform.

already reduced their duration, thereby limiting the
potential for future selling.

On balance, stock prices and bond yields will grind
higher over our forecast period of 12 months.

and dividends. There is even the possibility that
normal economic expansion and that
the last five years were a period of
healing (repair) and consolidation
from the 2008 financial crisis. If this
is the case, then equity markets have
much further to run.

LARRY LUNN, CFA, BPE

we are just at the beginning of a more

Larry is the Chairman of Connor, Clark & Lunn Financial Group Ltd. and Connor,
Clark & Lunn Investment Management Ltd. He also is a member of the asset
allocation team and sits on the risk management committee. Founded by Larry
in 1982, today, CC&L is one of the largest independent partner-owned investment
management firms in Canada whose affiliates collectively manage approximately
$55 billion in financial assets on behalf of institutional and retail clients from offices
located in Vancouver, Calgary, Edmonton, Regina, Winnipeg, Toronto, Ottawa,
Montreal, Halifax, New York, and London, England.

“The opinions are those of the authors and do not reflect the views of CFA Society Vancouver, its Board of Directors or its members. CFA Society Vancouver does not guarantee the
originality, reliability or accuracy of any statement, information or advice, nor does it make any representation concerning the same.”
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Odlum Brown Limited

By Hank Cunningham Fixed Income Strategist Odlum Brown Limited

BOND MARKET UPDATE – WHY THE CROWD GOT IT WRONG
The overwhelming consensus at the onset of 2014

not happened. Wages are barely keeping pace with

tax revenues from an improving economy, while

was that economic growth would gain traction,

inflation in North America; while in most of the

spending was held to a 1% increase. The result has

generate upward pressure on inflation in the

world, especially in Europe, wage growth is less

been a steep decline in the Federal deficit to a mere

process and push bond yields higher. The consensus

than inflation. Many employers froze wages during

2.8% of GDP. Accordingly, the issuance of Treasury

proved to be wildly inaccurate as growth slowed,

the 2008/09 financial crisis and some are still

bonds and notes to finance the deficit has fallen

inflation remained benign, and 10-year government

reluctant to allow increases. Commodity prices have

by 59%. Corporate and mortgage-backed security

bond yields fell by as much as 70 basis points.

been benign as well. After rising 12% in the first half

issuances were also weaker in the first half of the year.

In this article, we highlight the multitude of reasons
for the unexpected drop in bond yields, as well

of the year, the benchmark commodity price index
reversed course and is unchanged for the year.

4. Demographics: Aging populations and the
increasing number of retiring baby boomers

as explain why the crowd’s about-face

have created a global savings glut and

and comfort with recent trends might be

increased the demand for bonds. Pension

a mistake. A confluence of factors has put

funds and life insurance companies, in

downward pressure on bond yields:

particular, need long-term, high-quality
bonds to offset long-term liabilities.

1. Weaker than expected economic growth:
The U.S. economy got off to a poor first

“The only function of economic

5. Geopolitics: Conflicts and tensions

quarter due to brutal winter weather

forecasting is to make astrology

in various parts of the world have

conditions. Meanwhile, growth elsewhere in
the world has been disappointing. Japan’s
experiment with massive monetary stimulus

look respectable.”
– John Kenneth Galbraith

contributed and continue to contribute
to a flight-to-quality. With the U.S. dollar
being the de facto global reserve currency

has failed to deliver lasting economic

and given the relative attractiveness of

strength. Growth in China and other

Treasury bond yields, money flows into the

emerging markets continues to slow.

U.S. Treasury market have been robust.

Europe’s recovery has been especially weak.

It is understandable that bond yields have

The expected improvement in its economic growth

3. Bond demand exceeded supply: Demand

did not transpire due to ongoing government fiscal

for bonds, particularly long-term bonds, has

restraint and tight lending standards in the banking

exceeded supply. The consensus believed that bond

It is human nature to extrapolate the recent past

sector. The yields of European sovereign bonds

yields would rise when the U.S. Federal Reserve

and therefore not surprising that consensus opinion

have plunged to record lows. Indeed, the decline

started scaling back its $100 billion per month

now calls for more of the same – weak economic

has been so dramatic that seven countries in the EU

bond-buying program, but that has not happened.

growth, benign inflation and lower bond yields.

have two-year bonds with yields below zero. North

Instead, the demand for bonds from other sources,

Indeed, the fact that the Japanese have experienced

American bond yields declined in sympathy, as

such as foreign central banks and sovereign bond

meager inflation and ultra-low bond yields for

their relative attractiveness improved with the drop

funds, has exceeded the reduction in purchases by

decades makes it easier to believe that bond yields

in European yields.

the Fed, by a huge margin. In the U.S., investors

will remain low. Moreover, it will likely take years

poured $84 billion into mutual bond funds while

of concerted monetary stimulus and fiscal reforms

2. Limited inflation: With the employment

U.S. commercial banks increased their treasury

to get Europe back to economic health. Thus, global

situation strengthening in the U.S., the consensus

holdings by approximately 23% year-to-date. At

bond yields may remain somewhat anchored by

view was that wage demand would kick in and

the same time, the supply of bonds fell sharply. The

persistently low interest rates in Europe. Still,

begin to push headline inflation higher. This has

U.S. budget deficit narrowed as a result of higher

there are reasons to believe bond yields could be

fallen this year.

bottoming:
“The opinions are those of the authors and do not reflect the views of CFA Society Vancouver, its Board of Directors or its members. CFA Society Vancouver does not guarantee the
originality, reliability or accuracy of any statement, information or advice, nor does it make any representation concerning the same.”
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1. T
 he U.S. economy has rebounded from the first

5. The recent dramatic exodus from high-yield

leverage in the world to expect robust economic

quarter setback and economists expect growth to

funds is a reminder that investor attitudes can

growth and significant inflationary pressures.

be 4% in the third quarter.

change quickly. If interest rates were to rise, the

Instead, there is good reason to believe that central

flight from bonds could extend to investment

bankers will be fighting deflationary forces with

grade funds.

accommodative monetary policies for an extended

2. The U.S. employment situation is healthy, with
1.5 million jobs added in the last six months.
With downward pressure on wages easing and

6. T
 he U.S. Federal Reserve is expected to raise

period of time and that interest rates will stay
relatively low for longer than many expect.

some labour shortages being reported, it might

the Fed Funds rate in 2015 and yields on bonds

not be long before wage demands intensify.

from two-to-five years have started to move up

With so much uncertainty regarding the trend

in anticipation of monetary tightening, despite

in interest rates, fixed income investors should

the downward trend in long-term bond yields.

eliminate the reinvestment risk of having a

Such action could be the canary in the proverbial

disproportionate percentage of their fixed income

coalmine with regard to the general trend in

portfolios in either short-term or long-term

interest rates.

securities by maintaining laddered portfolios

3. B
 ond supply is expected to increase as the U.S.
Federal Reserve reduces its quantitative easing,
bond-buying program. Corporations are taking
advantage of low interest rates and will likely
issue a record $1 trillion in bonds this year.
Although the U.S. budget deficit has fallen,

It’s challenging to reach definitive conclusions

there will still be the usual seasonal increase in

regarding the near-term direction of bond yields.

Treasury bond issuances in the latter part of the

There are good arguments on each side of the

year due to the timing of tax revenues.

equation.

4. The latest round of monetary stimulus by the

While we believe that the global economic recovery

European Central Bank (ECB) may put upward

will remain on track, we continue to expect it to

pressure on inflation expectations and longer-

unfold in a muddle-through fashion punctuated by

term interest rates.

fits and starts. On balance, there is simply too much

HANK CUNNINGHAM

consisting of investment grade bonds.

Hank Cunningham has more than 40 years of experience in fixed income markets.
He has been a trader, institutional salesman, portfolio manager, and zero coupon
specialist. Since 1988, he has specialized in the retail aspect of the investment
business, building and managing three different retail fixed income trading desks
for Dean Witter Canada, First Marathon Securities, and Blackmont Capital. Mr.
Cunningham is the author of “In Your Best Interest: the Ultimate Guide to the
Canadian Bond Market” and a frequent guest on the Business News Network (BNN).

“The opinions are those of the authors and do not reflect the views of CFA Society Vancouver, its Board of Directors or its members. CFA Society Vancouver does not guarantee the
originality, reliability or accuracy of any statement, information or advice, nor does it make any representation concerning the same.”
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Yaletown Venture Partners

By Eric Bukovinsky CFA Yaletown Venture Partners

THE NEW STRUCTURE OF VENTURE CAPITAL
2014 will likely mark the turning point in the flow of

The rise in smaller funds, focused on early stage

Capital remains significantly underfunded. The

capital to venture funds in the United States. After 5

companies and typically less than $50M size,

Canadian market is skewed toward the small fund

years of stagnant fund flows, capital raised by funds

has also been dramatic. In 2008, such funds

end of the barbell, lacking the balance of mid and

is on pace to eclipse 2008 levels outpacing capital

represented roughly one out of three funds formed.

late stage growth capital. Companies who received

invested by funds for the first time since 2007. In

In 2014, the number has increased to over 50%

venture investment typically receive less than half

addition, new funds closed may reach more than

of funds according to industry data. However,

the capital compared to US companies. Excluding

200 for the first time since the late 1990s. Investor

despite the raw increase in number of small funds,

the few success stories with US investors, access

interest is returning to the industry but lost in the

the proportion of capital raised by these funds

to growth capital is very limited. For example,

headlines are the major structural changes that

represent less than 5% of the industry total. This

if Canada had the same ratio of billion dollar

have taken place. The Venture Capital industry has

shift is largely due to the drastic reduction in

companies as the US there should be at least two

changed into a “barbell” structure, with larger funds

startup costs for new ventures. Unlike the 1990s,

“Hootsuites” each year.

focused on multiple stages and industries raising

there are virtually no fixed startup costs. A software

significant capital on the one end and numerous

company can lease server infrastructure, purchase

smaller funds focusing on specific industries or

per seat subscription licenses, and leverage free

regions on the other.

open source code to bring a product to market with
little capital.

The rise of the larger funds has changed the

Despite the cause for concern, there are several key
positives in the Canadian Venture Capital market.
Canadian companies’ exit rates are not statistically
different than that of the US. Median exit values,
measured as a multiple of capital invested, are

landscape of later stage investing. Companies are

So what does this mean for Canadian investors

approximately 60% higher in Canada than the US

able to raise larger amounts of capital and stay

interested in Venture Capital? Companies like

even though large billion dollar exits are a rarity

private longer prior to going public because of the

Hootsuite and Shopify draw attention grabbing

in Canada. With the US Venture Capital flows

growing availability of late stage capital. Companies,

headlines and are great examples of what Canadian

returning to growth and a market structured to

on average, are staying private twice as long and

technology companies can be. But if you look just

provide late stage capital globally, the opportunity

are able to grow revenue threefold versus the last

below the surface, you see a different picture.

resides in the ability to successfully arbitrage the

tech cycle. This has enabled private investors to

In contrast to the US market, Canadian Venture

capital supply gap in Canada.

capture more value and effectively displace the
in perspective, Microsoft, Apple, Cisco,
Amazon and eBay, went public at an
aggregate market value of less than
$4 billion; today they are collectively
worth approximately $1.2 trillion. For
Facebook and Twitter to achieve similar
returns from their total IPO valuations
of $125 billion, their future market
valuations would need to be north of
$40 trillion. In pursuit of these growth

ERIC BUKOVINSKY, CFA

public growth equity market. To put it

Eric Bukovinsky, CFA, is a Principal with Yaletown Venture Partners. Yaletown
Venture Partners invests in emerging-growth companies in Canada and US
Northwest that develop technologies for the intelligent enterprise and sustainable
infrastructure. With offices in Vancouver, Calgary and Seattle, Yaletown is led by a
team that brings together industry relationships and more than 120 years collective
experience building and financing technology companies. Founded in 2002,
Yaletown is backed by leading institutional investors and a network of successful
technology entrepreneurs, executives, and angel investors.

returns, non-traditional investors such
as hedge funds and mutual funds are
more frequently entering into private
late stage deals.

“The opinions are those of the authors and do not reflect the views of CFA Society Vancouver, its Board of Directors or its members. CFA Society Vancouver does not guarantee the
originality, reliability or accuracy of any statement, information or advice, nor does it make any representation concerning the same.”
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Mawer Investment Management Ltd.

Steven C. Visscher CFA Mawer Investment Management Ltd

YOU DON’T FOOL ME:
CONCRETE WAYS TO AVOID THE NEXT BERNIE MADOFF
“How do I know Mawer isn’t the next Bernie Madoff scam?” I was asked that question during a recent meeting with
a potential client. Sadly, this question has become all-too-common as the fraudulent activities of a select few
have tarnished the reputation of the entire investment industry. While I must admit that hearing “Mawer” in the
same sentence as “Bernie Madoff” was disappointing, my colleagues and I can appreciate the skepticism from the
investing public. So how can you avoid being the victim of investment fraud? Here are some tangible steps you
can take:
SEEK QUALIFIED PROFESSIONALS
The financial industry loves acronyms and there is no shortage of professional designations within its ranks, but when it comes to
investment expertise, the Chartered Financial Analyst® (CFA) credential stands alone as the most widely respected investment
designation in the world. The CFA program is administered globally and includes three intense examinations. Candidates must
also complete relevant work experience before using their Charter. Most importantly, CFA charterholders must abide by a strict
code of ethics, including an ongoing commitment to further their education on ethical issues. And while seeking advice from a
CFA charterholder, or a firm that embraces the CFA Institute’s strict code of ethics, doesn’t automatically guarantee you’ll avoid
fraud, it certainly puts the odds more heavily in your favour.

IF IT’S TOO GOOD TO BE TRUE…
Like anything in life, be wary of opportunities that seem too good to be true. In particular, be cautious of investment managers
who promise or guarantee enticing returns. There are few guarantees in the investment world and those that may be considered “a
sure thing” come with very limited rewards. To earn higher returns, you must assume the risk of uncertain outcomes. In the case
of Bernie Madoff, it is alleged that his clients earned steady returns month after month, seemingly independent of how the underlying
capital markets had performed. The consistently positive returns should have been a red flag to investors as the successful
compounding of wealth over the long-term means, inevitably, having to endure temporary periods of meaningful losses.

KEEP YOUR ASSETS WITH AN INDEPENDENT CUSTODIAN
An independent and trustworthy custodian is arguably an investor’s single biggest ally in the protection against fraudulent
activity. The role of a custodian is to separate clients’ assets from those of an investment manager. The custodian holds investor
assets for safekeeping, provides regular statements that record the value of these assets, and ensures that any withdrawals from
the portfolio go into the client’s hands rather than those of another party. Many of the fraudulent and criminal activities that have
tarnished the reputation of the industry occurred because investment managers did not have a relationship with an independent
and trustworthy custodian.
One of the reasons Bernie Madoff was able to consistently perpetuate his Ponzi-like scheme is because he acted as his own broker/custodian. This allowed Madoff
to manipulate the statements sent to clients and exaggerate the account values. Without independent record-keeping, his clients were unable to corroborate those
values and accepted them as truth.

“The opinions are those of the authors and do not reflect the views of CFA Society Vancouver, its Board of Directors or its members. CFA Society Vancouver does not guarantee the
originality, reliability or accuracy of any statement, information or advice, nor does it make any representation concerning the same.”
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ASK QUESTIONS
Finally, don’t hesitate to ask your investment manager or advisor about what measures are in place to mitigate fraud. If those
questions are dismissed or if they elicit an aggressive response from the investment manager or advisor, then perhaps something
is amiss? And if the details of an investment strategy are overly complicated, keep seeking clarity. When there is nothing to hide,
questions are welcome.
While this topic may be uncomfortable to discuss with your investment manager or advisor, I liken it to buying a used vehicle. A
salesperson may espouse the virtues of the vehicle. It may appear in great shape and handle well in a test drive, but to lessen the
chance of buying a lemon, it’s prudent to ask the seller for a mechanical inspection report and service records for the vehicle. When the seller has nothing to hide,
these requests aren’t seen as insulting, but viewed as a sign of thorough due diligence.
The same level of diligence should be taken when selecting an investment manager.

STEVEN C. VISSCHER, CFA

DISCLAIMER: This blog and its contents are for informational purposes only. Information relating to investment approaches or individual investments should not be construed as
advice or endorsement. Any views expressed in this blog were prepared based upon the information available at the time and are subject to change. All information is subject to possible
correction. In no event shall Mawer Investment Management Ltd. be liable for any damages arising out of, or in any way connected with, the use or inability to use this blog appropriately.

Steven Visscher is a Senior Portfolio Manager within the Private Client Management
team at Mawer Investment Management Ltd., which he joined in 2005. Mr. Visscher
received his Bachelor of Commerce Degree with Distinction from the University of
Alberta. He holds the Canadian Investment Manager designation and is a Chartered
Financial Analyst charterholder. Prior to joining Mawer, he was an Associate
Investment Counsellor with T.E. Investment Counsel in their Calgary office and has
investment experience since 2000. Mr. Visscher is a member of the CFA Institute and
the Calgary CFA Society.

“The opinions are those of the authors and do not reflect the views of CFA Society Vancouver, its Board of Directors or its members. CFA Society Vancouver does not guarantee the
originality, reliability or accuracy of any statement, information or advice, nor does it make any representation concerning the same.”
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Money Coaches Canada

Noel D’Souza P.Eng., CFP® Money Coaches Canada

CHOOSING THE RIGHT EXECUTOR FOR YOUR ESTATE
Appointing an executor for your
estate shouldn’t be stressful,
but it does require thoughtful
consideration. To begin you should
understand what the executor will
be called upon to do. As you would
expect, your executor’s job is to see
to it that the instructions outlined in

SO WHO MAKES AN IDEAL EXECUTOR?
•S
 omeone that you trust. Even with a detailed
Will, your executor will be called upon to make

It isn’t a matter of one being better than another,

decisions on your behalf.

but there is a difference. An alternate executor is

•A
 person who is responsible and organized.
There is a lot of paperwork involved, and careful
record keeping is vital.
•S
 omeone who is willing. Ask permission
before your name someone. There is no point

your Will are carried out. To do so, he

in choosing an executor if he or she is going

or she will be required to deal with

to decline the role when the time comes. If

courts, financial institutions, your

the executor declines the role, and there is no
alternate or co-executor named, the court will

beneficiaries and more, depending

appoint someone, often a family member that

on the complexity of your estate.

steps forward, or failing that, a Public Trustee. In

This can take from 12-18 months.

IS IT BETTER TO HAVE AN ALTERNATE
OR A CO-EXECUTOR?

either case it may not be a choice you would have
approved.
•A
 person who knows when and how to

precisely that, the person who fills the role if the
primary executor is unable or unwilling. If the
primary executor accepts the position the alternate
has no role. If you are not naming co-executors it’s
very important to name an alternate.
Co-executors, whether two or more, work together
with equal responsibility to execute your Will. There
are advantages and disadvantages to naming coexecutors.
Advantages
It is very common to name a spouse as an executor,
but it can be very emotional and difficult for a
spouse to deal with the role of executor while
dealing with the grieving process. Naming a co-

get advice. It isn’t necessary that your executor

executor allows your spouse to remain in a decision

be a legal or financial expert, but you want to

making role, but also allows for active support

choose someone who will get sound advice

throughout the process.

from professionals when the situation calls for
expertise.

Even when there is no spouse named as executor
it can be helpful to have more than one executor to
share the load or to bring expertise. Co-executors
may include other family members, friends,
trusted colleagues, lawyers, accountants or a trust
company.
Disadvantages
Multiple executors can result in conflicts over
decisions concerning your estate, which can keep
your assets in limbo. It is very important that you
include a method of conflict resolution in your Will.

“The opinions are those of the authors and do not reflect the views of CFA Society Vancouver, its Board of Directors or its members. CFA Society Vancouver does not guarantee the
originality, reliability or accuracy of any statement, information or advice, nor does it make any representation concerning the same.”
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more they understand about your desires the

handle the job. Changing your executor(s) can be

better prepared they will be to make decisions

done in a separate document called a codicil and

When family acts as executors, they often do so

on your behalf. If you have co-executors have

doesn’t require redoing your entire Will.

without expecting a fee, but they do have the

a discussion all together to pave the way for a

right to request one from the court if you have

harmonious relationship.

COMPENSATING YOUR EXECUTOR

not stipulated compensation in your Will. If you
appoint professionals as executors you will of course

• Register your Will and make sure your executor(s)

have to pay for their services, and those payment

know how to access the original when the time

agreements should be included in your Will.

comes.

An alternate way to have professional help assured
for your executors is through Professional Executor
Assistance, usually through a financial institution.
Fees for these services are determined by the same
provincial guidelines governing all executor fees.
Unlike a professional appointed as an executor,
these professionals work with the executor but have
no decision making powers.

• Start your executor(s) off right by having up-todate records of your assets and debts.
• Have a discussion about your plans with your
beneficiaries. Letting them know what to expect
can go far in preventing conflict with executors
later.

It may take some reflection to choose the right
person(s) for the job, but once everything is in order
you’ll be rewarded with great peace-of-mind.

NOEL’S STYLE
Noel is friendly and approachable, and helps his
clients by dispersing the fog that surrounds much
of the financial world. He uses a sensible, easy-tounderstand approach that reassures clients they
are headed in the right direction.

• Keep your decision up-to-date. It may have been

What you can do to assist your executor(s)
• Whether you have one or more executors, discuss

a reasonable idea to appoint your brother as
executor 10 years ago, but perhaps now he lives in
another city, province or country, or is not in good
health, two factors that could hinder his ability to

NOEL D’SOUZA, P.ENG., CFP ®

your wishes and intentions ahead of time. The

Noel D’Souza, P.Eng., CFP ®, is a Money Coach and Financial Planner with Money
Coaches Canada. Noel graduated from the University of Waterloo with a degree in
Computer Engineering, and has been a licensed Professional Engineer in Ontario
since 2003. After completing the CERTIFIED FINANCIAL PLANNER® program
and having achieved several of his own financial goals, Noel wanted to apply his
knowledge, skills, and insights to help others achieve their goals. He works on a
fee-for-advice basis in his clients’ best interest to help them make the most of their
money and live their lives free of financial stress.

“The opinions are those of the authors and do not reflect the views of CFA Society Vancouver, its Board of Directors or its members. CFA Society Vancouver does not guarantee the
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the Mind (Farrar, Straus & Giroux, 1992), Minding

and a concentrated best ideas portfolio, all of

Mr. Market (Farrar, Straus & Giroux, 1993) and

which emphasize protection of capital. Prior to

The Trouble with Prosperity (Times Books, 1996),

forming Waratah, Brad distinguished himself as an

Our membership consists of

and Mr. Market Miscalculates (Axios Press,

astute investor during his many years at Gluskin

over 1,200 regular and affiliate

2008). Mr. Grant’s television appearances include

Sheff. Brad holds a Chartered Financial Analyst

“60 Minutes,” “The Charlie Rose Show,” “CBS

designation and a bachelor’s degree in business

Evening News,” and a 10-year stint on “Wall Street

administration from Wilfrid Laurier University,

range of industry professionals

Week”. His journalism has appeared in a variety

where he was the gold medal recipient.

throughout the city. The vast

of periodicals, including the Financial Times, The

CFA Society Vancouver is a local
Society within the CFA Institute.

members representing a wide

majority of our members are in the
financial and investment industries
holding various positions such as

Wall Street Journal and Foreign Affairs, and he
contributed an essay to the Sixth Edition of Graham

January 27, 2015

and Dodd’s Security Analysis (McGraw-Hill, 2009).

THE OUTLOOK FOR NICKEL, COPPER AND ZINC

John Thiessen

investment counselors, pension

Mr. John Thiessen is a founding partner and

fund managers, portfolio managers,

director of Vertex One Asset Management.

financial analysts, investment

Mr. Thiessen has overall responsibility for the
investment and trading decisions affecting the

bankers, corporate bankers, stock

Vertex Fund and Vertex Growth Fund. He has

brokers and treasury managers. We

operated as the lead manager of the Vertex Fund

have had a successful history of

since its inception on February 6, 1998. Mr.
Thiessen has significant investment experience

providing resources and events that

with 28 years of equity, fixed income and arbitrage

appeal to our members and the local

investing. He began his career with the Alberta

investing community.
UPCOMING EVENTS

Treasury Investment Management Division, after
which he became an Investment Officer with
National Trust. He was a Portfolio Manager with
HSBC Asset Management before co-founding

Raymond Goldie, Salman Partners
Fairmont Waterfront Hotel
12:00 pm - 1:30 pm
February 26, 2015
OVERVIEW OF THE CANADIAN REIT MARKET
Justin Bosa, Canaccord Genuity
Terminal City Club
12:00 pm - 1:30 pm
March 5, 2015
2015 WOMEN’S SYMPOSIUM:
EFFECTING CHANGE, CLOSING THE GENDER GAP
Fairmont Waterfront Hotel
9:00 am - 5:00 pm
*Everyone is welcome to attend

January 13, 2015

Vertex One Asset Management. Mr. Thiessen holds

37TH ANNUAL FORECAST DINNER

the professional designation of Chartered Financial

Hyatt Regency Hotel

Analyst (CFA) and is a member of the Institute of

6:00 PM - 9:00 PM

Chartered Financial Analysts.

James Grant

Brad Dunkley

James Grant, financial journalist and historian,

Brad Dunkley is a Co-Founder of Waratah Capital

is the founder and editor of Grant’s Interest

Advisors Ltd, a Canadian registered investment

November 2015

Rate Observer, a twice-monthly journal of the

fund manager founded in 2010. Waratah is a

CFA SOCIETY VANCOUVER

invest¬ment markets. He is, in addition, the author

research intensive fundamental investor with

50TH ANNIVERSARY GALA DINNER

of five books on finance and financial history:

a disciplined approach to risk management.

Bernard M. Baruch: The Adventures of a Wall

Waratah manages low volatility equity long short

Street Legend (Simon & Schuster, 1983), Money of

strategies including hedge income, market neutral

June 10, 2015
CFA SOCIETY VANCOUVER GOLF TOURNAMENT
University Golf Club
1:30 pm start

“The opinions are those of the authors and do not reflect the views of CFA Society Vancouver, its Board of Directors or its members. CFA Society Vancouver does not guarantee the
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FUTURE OF FINANCE PROJECT
Led by the CFA Institute, the Future of Finance project is a long-term global effort to shape a more trustworthy,
forward-thinking financial industry. The project aims to provide the tools to motivate and empower the world of
finance to commit to fairness, improved understanding and personal integrity. There is much work to be done.

STATEMENT OF INVESTOR RIGHTS HELPS INVESTORS DEMAND ETHICAL BEHAVIOR
As a first step, the Future of Finance project has unveiled the Statement of Investor Rights, a list of
principles intended to help buyers of financial service products demand the conduct they are entitled
to expect from financial service providers. The list applies to financial products and services such as
investment management, research and advice, personal banking, insurance and real estate, and is
intended to help investors demand that financial professionals abide by these rights. The document
outlines rights that when engaging the services of financial professionals and organizations, investors
have the right to:
1. H
 onest, competent, and ethical conduct that
complies with applicable law;
2. I ndependent and objective advice and assistance
based on informed analysis, prudent judgment,
and diligent effort;
3. M
 y financial interests taking precedence over
those of the professional and the organization;
4. Fair treatment with respect to other clients;
5. D
 isclosure of any existing or potential conflicts of
interest in providing products or services to me;

7. Clear, accurate, complete, and timely
communications that use plain language and
are presented in a format that conveys the
information effectively;

“The Statement of Investor Rights
emphasizes the concept that the investor
must always come first, and lays a solid
foundation for this project. Our plans are
lofty as we develop events, publications,
and significant research-based tools to
reinforce the need for ethical conduct and
professional practice to restore trust and
confidence in finance,” said John Rogers,
CEO and president of CFA Institute. “The
Future of Finance project is a critical way
for us to encourage thought leadership and
engagement, as we seek to shape a more

8. An explanation of all fees and costs charged to

forward-thinking industry. CFA Institute

me, and information showing these expenses

is in a unique position to lead this effort,

to be fair and reasonable;

promoting the highest standards of ethics,

9. Confidentiality of my information;
10. A
 ppropriate and complete records to support

education, and professional excellence for
the ultimate benefit of society.”

the work done on my behalf.

6. An understanding of my circumstances, so that
any advice provided is suitable and based on my
financial objectives and constraints;

PROJECT TACKLES KEY ISSUES AND CHALLENGES IN FINANCE
The Future of Finance project is focused on six primary topics of interest for all who rely on finance,
including putting investors first; safeguarding the system; retirement security; financial knowledge;
regulation and enforcement; and transparency and fairness. The project plans rigorous research and
recommendations to address each area, and will produce accessible tools to encourage broad adoption and
widespread change throughout the global financial system. To read more about these topics and learn how
to take action, visit www.cfainstitute.org/FutureFinance.

“The opinions are those of the authors and do not reflect the views of CFA Society Vancouver, its Board of Directors or its members. CFA Society Vancouver does not guarantee the
originality, reliability or accuracy of any statement, information or advice, nor does it make any representation concerning the same.”
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THANK YOU TO OUR FORECAST DINNER SPONSORS
FOR THEIR TREMENDOUS SUPPORT

We go off the beaten track...to find value.

With nimble funds we can go where others cannot follow.

Pender is an independent, employee-owned, value-based investment firm and one of the fastest growing
investment companies in the country. Being based in Vancouver, away from the “noise” of the marketplace,
is one of our competitive advantages. We are proud to support CFA Society Vancouver.
PenderFund Capital Management

@penderfund

penderfund.com

PO BOX 54080, 1562 LONSDALE AVENUE, NORTH VANCOUVER, BC V7M 3L5
604-985-9889 • INFO@CFAVANCOUVER.COM • WWW.CFAVANCOUVER.COM

