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A steady, reliable cash flow?

That’s gold!

Introducing the NEW BMg gold Advantage Return BullionFund

BMg gold Advantage Return BullionFund provides an attractive fixed monthly distribution 
– at $0.07 per unit – with an underlying investment in gold bullion, which has delivered 
consistently high returns over the past 10 years.*

Now that’s gold for your golden years.

To learn more, contact your financial advisor or call 1.888.474.1001  
to speak with one of our BMG representatives. 
Email fundinfo@bmgfunds.com or visit www.bmgfunds.com/advantage

Fund code: Class A-FE BMG 300

*Commissions, trailing commissions, management fees and expenses may all be associated with mutual fund investments. Please refer to the 
prospectus and consult your financial advisor before investing in any Fund. Mutual funds are not guaranteed, and are not covered by the Canada 
Deposit Insurance Corporation. The net asset values and returns of the Funds may fluctuate with market conditions, and past performance may not 
be representative of future performance.
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I am not picking sides between either the NHL Owners 
or the NHLPA – from my perspective both sides are 
exhibiting a great deal of intransigence – and everyone 
else is caught between the proverbial rock and the hard 
place – and may they be damned in the process – never 
mid respected!

I don’t believe that professional sports (of any kind) 
are either “professional” or “sports” anymore.  From 
my perspective, it is purely an entertainment industry 
masquerading as various sports – like the WWE, etc. –  
it is a show – and we, the public, pay to watch – either 
directly by purchasing some very expensive tickets, 
watching on TV through various mediums or going to 
pubs, restaurants and bars to enjoy the festivities with 
like-minded sports fiends!

I must confess that I don’t understand how any person, 
let alone a “sports” player is worth $110 million over 
anywhere from 5 to 10 seasons.  It boggles my tiny little 
mind no-end!  These spectacular compensation plans 
cover many sports – not just the Canadian past-time  
of hockey.

I will not try to defend or attack either side in the current 
dispute – my only comment is they are both behaving 
like 2-year olds fighting over a toy truck or doll.  Neither 
side seems to be acting like adults – and certainly not 
professionals by any means – but those comments aside, 
what about the public – even the non-sports fans?

Sponsors sign contracts with various sports organisations 
for the privilege of promoting their products during 
broadcasts and to their live audience through billboards, 
Jumbotrons, etc.  No games, mean no benefit for the 
advertisers – but guess what, they pay unless they have 
been smart enough to include “offset” clauses in the 
contracts that reduce their costs if games are cancelled  
for whatever reason.

People then say – “so what?  It doesn’t affect me.”  I 
disagree.  It affects just about everyone – to varying 
degrees to be sure.

When I purchase any product, either because of 
advertising influence, grab-and-go or as a result of 
previous experience, I am paying for their advertising 
budget whether I like it or not.  Advertising keeps 
hundreds of thousands of people employed across 
Canada – no games, no need for the advertising – no need 
for all of the employees or contractors.  Result – layoffs, 
contract deferments or cancellations, printers don’t have 
to print programs or tickets, the sellers and retailers don’t 
need them so the sellers, delivery drivers and sorters don’t 
work as much either – more layoffs or shorter hours and 
no commissions for the sellers and re-sellers.

In the food industry, the same ripple effect applies.   
Sports bars and pubs – and restaurants with the big-
screen TVs all suffer a drop in patronage.  Result – fewer 
hours for staff, maybe layoffs, certainly no extra-hours  
on game days and fewer tips – servers, bussers and 
kitchen staff plus greeters.

So now we are in the middle of another lockout (or strike depending on your own 
feelings) – so let’s just call it a labour dispute and avoid getting either side upset!

BY  JA M E S  D E A N
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Memorabilia outlets (even those sponsored by the teams) 
take a hit too.  As usual, the staff are the first to suffer with 
fewer hours or temporary layoffs.  Business owners suffer  
too – lower revenue – lower or no profits – which leads to...  
more cutbacks for staff, etc.!

So where do these cutbacks lead?  Less money for them to 
spend – important things like rent, mortgage payments and 
car payments get made first with dwindling funds – so what 
gets cut?  Discretionary spending – the night out for a drink 
and munchies with friends, regular ground beef instead of 
a nice steak, generic as opposed to name-brands, vacations 
cancelled or cut-back, purchasing of new clothes with the 
latest styles.  Trust me, the chain is endless – at least for 
everyone in the private sector and some public sector folks 
too – such as transit operators and the ancillary services 
required such as security.

Assuming that you choose to believe what the NHL Owners 
are saying, so far the dispute has cost them something north 
of $220 million – I presume US $.  Although I don’t know 
(or really care), my guess would be the players have lost a 
similar amount – which brings us close to $500 million in lost 
revenue/income.  By the way, there is also a corresponding 
drop in government tax revenues as fewer people work, 
people claim EI, welfare, drops in PST, GST and HST revenues 
– they feel it too although we often like to forget about the 
government side of things.

If I choose the believe numbers from various economists,  
the value of spin-off jobs and the related entertainment  
and food industry, transportation, etc. is in the order of 10 
to 1 – then the impact is somewhere in the neighbourhood 
of $5 BILLION dollars and counting.  Not too shabby for not 
even 4 weeks!

Sports is entertainment pure and simple – the money thus 
spent is discretionary on our part as consumers.  If we want 
to be entertained and our first choice is unavailable then we 
either do without or find a substitute on either a permanent 
or temporary basis – so who wins in that scenario?  I will 
leave that to the readers to figure out for themselves.

Lost revenue for advertisers (but some lower costs too) –  
it is never-ending.

I am not going to accuse these “entertainers” and the 
“entertainment moguls” of abusing their positions and 
standing with the public – good heavens no!  Nor am I going 
to suggest they might suffer from “megalomania” or possess 
“oversized egos” – who am I to suggest such assessments of 
their respective characters?

Please make no mistake, “sports” is a huge entertainment 
industry and sometimes they need to return to their roots 
and “grounded” again with the people who pay the freight – 
all of us – not just the sports fans!

MONEY®

Think about all of this the 
next time you part with 
$100 for a nose-bleed 
seat behind a pillar!   
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By Gerald Trites, FCA 

When Steve Jobs, Steve Wozniak and Ronald Wayne started 
Apple in 1976, they were hoping to develop a successful 
business. It’s fair to say they had no idea just how successful  
it would be. Last week, the shares of Apple topped $700 and 
the company’s overall capitalization had become the largest 
of any  company in the world.

They have had their share of ups and downs. Indeed, a 
company as innovative as Apple could not possibly avoid 
having some misses, like the Newton and the Centris line.

But the successes have been spectacular, marked 
by ground breaking innovation, high quality 
and attractive products, amazing 
marketing and incredibly good 
timing. When the MacIntosh 
was introduced in 1984, it 
was done with the famous 
“hammer” commercial shown 
during the SuperBowl game 
of that year. The commercial is 
now considered a classic – one 
of the greatest commercials of 
all time. Steve Jobs’ introductions 
of new products on an empty stage 
with no props have become legendary. And 
customers still line up and camp outside Apple 
stores overnight when new products or even just new 
versions of established products, like the recent iPhone 5, 
are introduced.

This dazzling display of innovation and marketing acumen  
has led to an equally dazzling display of financial growth. 
From 2010 to 2011, the global sales of Apple Inc grew from 
$65 billion to $108 billion and net income went from  
$14 billion to $26 billion.

The question on many investors’ minds, naturally, is whether 
this kind of growth is sustainable. 

Apple is facing a very different world than they did when 

the iPhone came out in 2007 and even when the iPad was 
introduced in 2010. Both products were revolutionary 
and both took the markets by storm, leading of course to 
phenomenal financial success. But now, in 2012, Apple no 
longer stands out as being the lone leader of the pack in 
terms of products. In other words, the company has some real 
competition, particularly from Samsung, who have introduced 
a very popular smart phone, from Google’s Android operating 
system, which has become popular for many competing 
mobile units and to a lesser extent, but still formidably, 
Microsoft itself.

This has put Apple in the position of having to innovate in 
order to remain competitive, as opposed to undertaking 
the kind of innovation that establishes new markets. 
The iPhone 5 is a case in point, which is marked 
by a larger screen in response to the 
larger screens of Samsung units. And 
Apple is planning to release 
new iPads with smaller 7 
inch screens, also 
in response 
to the 

numerous 
other tablets 
with smaller 
screens. 

In the iPhone 5, Google Maps was removed and replaced 
by a new proprietary map system, which already has been 
reported as having numerous bugs. This is not necessarily  
a product killer, but is a serious shortcoming, since 

Apple  
ON THE MOVE
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effective apps has been the hallmark of both the iPhone 
and the iPad. People rely on them and, in particular, they 
rely on the maps app to tell them where they are, where 
a particular restaurant is and to  
 
 

make 
reservations, 

and where a 
particular store is 

located. Unreliability in such 
a fundamental app is not a good 

thing.

Reports are that the new CEO, Tim Cook, excels 
at supply chain management. Indeed the reports on 

the iPhone 5 roll-out seem to bear out this, since it has 
been the fastest and most efficient roll-out in many years. 
So Apple under Cook will be closely watched to see how it 
responds to the maps App issue. If they are able to correct the 
problems and roll out upgrades efficiently, it will mean a lot.  
If not, - - well - - -.

When Steve Jobs tragically passed away last year, there was 
much speculation as to whether Apple could survive without 
his genius in innovation and marketing, for genius he was.  
But one needs to remember that a company is made up of a 
lot of people, and Apple has a large number of very innovative 

and intensely loyal people. The right leadership could possible 
spark a whole new wave of innovation. Whether Mr. Cook is 
the right person to lead such a wave is probably too early  
to say. But the early reports are encouraging.

In order to sustain its incredible growth rate, Apple needs 
a new ground-breaking innovation. A game changer that 

revolutionizes something, whether it be television  
or cars or something we haven’t even thought of. 

With the iPad, Apple fundamentally changed 
the nature of computing, making 

mobility viable and reducing 
(some say eliminating) the 

importance of personal 
computers. 

Already 
companies 
are 
incorporating 
tablets 
into their 
information 

systems and 
establishing “Bring 

Your Own Device” (BYOD) 
policies to accommodate 

them. All of this was sparked by 
 the iPad. 

Similarly, the iPhone fundamentally changed how 
the world looks at cell phones, how people use them, 

even what they actually are.

So, will Apple be able to pull it off? As Yogi Berra said, “It’s tough 
to make predictions, especially about the future.”  
That’s always true, and is true especially in the high tech 
industry, which is so fast-changing and dynamic that its 
direction is all but impossible to discern. Canadians only have to 
look at Research in Motion (RIM), which in 2009 (yes – 2009) was 
named by Fortune Magazine as the fastest growing company 
in the world with growth in net income over a three year period 
of 84%. Now RIM is caught in a precipitous decline that shows 
signs of ending only when the company is ultimately broken  
up and/or absorbed by another larger company.

Apple is one of the great companies of the world. Its balance 
sheet is strong and its earnings impressive. It has attractive, 
quality products, loyal customers and top notch people. If it 
can muster these impressive resources to achieve revolutionary 
innovation such as it has done in the past, then the dazzling 
growth of recent years may be sustainable for a few more years. 
If not - - look out. 

Bottom line is an investment in Apple at current stock price 
levels is not for the faint of heart, nor for those with a low risk 
tolerance. 
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The evident slow motion suicide by monetary excess that our 
financial system is undertaking has not been slowed or averted 
by anything any government has done.  Short of “printing” 
money in unison and on an industrial scale (now widely 
anticipated), there is nothing the boobs we call governors, 
economists and bankers can do.  The ersatz recovery in the 
United States is now complemented by fake numbers in the 
major indices.  In other words, those numbers are artificially 
induced through direct intervention in equities markets and 
offices such as the President’s Working Group on Capital 
Markets.  The guy in charge of that austere- sounding bunch  
is looking for re-election in November, so you can be sure  
he’s got a vested interest in painting with only bright colours.

Maintaining Perspective

At the end of 2008, during the absolute worst of the crash, 
resource stocks represented by the S&P TSX Venture index 
bottomed out at 697 towards the end of December.  By the 
end of July 2009, the index had recovered to 1179, roughly ten 
points higher than it closed on a recent Friday.  It crashed from 
2718.75 to 697 in less than six months, and seven months later, 
it had recovered just 482 points.  That was in large part thanks 
to the TARP, TELF and stimulus packages announced by the 
United States government.

Since the post-2009 high of 2423 reached in March of 2011, 
we have again seen the market sliding back towards the sub- 
1000 mark, but this time, it’s happening so slowly, that its toll 
on public company treasuries in the junior resource space is far 
worse.  Companies deferred raising money throughout 2011, 
as the feeling was that the markets were poor and they would 
wait for improvement.  Well now the markets are worse and 
more companies are running on fumes. Deals are getting done.  
But those are either development stories, or the investors are 
management or they’re squeaking through after terms are 
revised in favour of investors.  The worst sign of all is seeing 
financings announced for $100,000 – $500,000 that were first 

announced as $ 1,000,000+ financings.  The terms are revised 
for a lower principal amount, plus generally the price is adjusted 
downward.

Second-tier investment banks are going to start swallowing 
each other in Toronto and that’s just opportunistic industry 
cannibalism that is the default survival strategy for that 
particular layer of the food chain.

Gold and Silver Rally in August?

The gold bugs, among whom I do not count myself, are 
clamouring for a breakout in the gold price (and by implication 
silver as well) in August.  I have found myself in opposition to 
that opinion, for several reasons.

But first, I want to discuss the glaring inconsistency among gold 
manipulation proponents that renders their position weak.  If 
you believe the gold price is manipulated downward by central 
banks and government to create the appearance of a healthy 
(ier?) U.S. dollar and economy, how can you predict a breakout 
to the upside in the gold price based on fundamentals?  Either 
the gold price is controlled or it’s not.

I concur with the concept that the price of precious metals is 
manipulated and look to CFTC rules that permit the issuance 
of contracts many times in excess of what is reasonable, 
considering the annual production of gold and silver, in both 
short and long interest.  And it is that regulatory failure that 
facilitates the ability of the major financial institutions involved 
in the making of the gold futures market to influence prices 
upward or downward.  The natural influences of the laws of 
supply and demand are significantly compromised when a 
paper supply of a commodity can be issued and traded out 
front of the spot price.

Precious metals’ controlled price is the primary fraud 
maintained by the U.S. to ensure the complete sham of US 

NO END IN SIGHT

Written by James West, Publisher and Editor – Midas Letter  
www.midasletter.com

Despite the rhetoric and posturing from leaders, neither consensus 
on direction nor concrete solutions are in the offing for Europe and 

 the United States is approaching that pesky debt ceiling again.
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dollar value, itself the foundation upon which our make-believe 
prosperity rests. Until there is meaningful regulation of the 
monetary metals that prevents the banks from originating 
contracts for gold in quantities more than 100 times that which 
can be produced in a year, there is no hope of that happening!  
The basic laws of supply and demand are defeated when 
financial institutions can create an infinite and artificial supply.  
One day, future generations will look back on this period and 
marvel at both the scale of the fraud perpetuated daily by 
governments and the capacity for delusion and apathy on the 
part of the electorate in thinking that all is as it should be.

Where’s the Bottom?

A lot of junior mining players are calling this a “bottom” and 
the TSX Venture chart does seem to have stopped falling and 
now is drifting more or less sideways.  Debt issues continue to 
plague Europe, and the United States has its next rendezvous 
with the Debt Ceiling at some point towards the end of Q4 this 
year.  The creativity being expended in the mainstream press 
to convey the idea that any kind of democratic process exists 
in the financial services sector is laughably confounded by the 
never-ending barrage of scandals emanating from the sector.

Here’s the simple question we must consider:

“Is a healthy risk market possible while the debt in 8 out of 10  
of largest economies continues to grow unsustainably and 
while economic growth is stalled?”

The answer is obviously no, so where’s the bottom of the 
market?  The fact that it has levelled out and started to move 
sideways is a good sign, but this by no means indicates a 
reversal is in the offing.

This interest rate manipulation debacle comes as no surprise 
to those of us who are of the conviction that the manipulation 
of precious metals prices to preserve a good impression of 
currency health has been a pox on gold and silver prices for 
nearly 20 years.  There has been lots of hay made in that circle  
as to the likelihood that the exposure of the interest rate 
scandal will prompt the exposure of the gold and silver 
manipulation fraud.  I don’t share that enthusiasm, as it is an 
old story and so lacks the sensationalism attractive to the press 
that the interest rate scandal held.  But hope springs eternal and 
maybe there will be some more attention diverted to that issue.  
Theoretically, such scrutiny could catalyze a new gold rush that 
junior explorers would love.

The Solution

There’s a nearly a 100% degree of certainty in global markets 
that the only solution available to banks is the injection of more 
stimulus into the G20 economies, not just as a way to keep 
credit paralysis from setting in again, but as the only option 
available to maintain the illusion of economic growth.

In fact, the U.K., Japan, and China are already knee deep in new 
stimulus measures, from buying gilts in the case of London 
to easing mortgage qualifications and reducing bank capital 
requirements in Beijing.  These too, are acts of desperation.   

The final temporary solution will likely be massive capital 
injections across the board in the weak G8 countries led by 
the United States.  The only question is, how much? $10 trillion 
would certainly induce a commodities rally, but that would 
prove just as temporary as the more than US$20 trillion in 
public funds injected by the world’s governments and central 
banks since 2008.

Increasingly, the only way out seems to be a complete revision 
of the world monetary system and the establishment of a new 
global currency (The IMF’s “Special Drawing Rights” or SDR is 
a likely candidate), coincident with a mechanism to forgive 
the vast majority of sovereign debt.  In my opinion, that is the 
strategy under execution here. It’s no coincidence that the 
world’s major currencies are growing incrementally less viable 
in concert with one another.  Just imagine the “Global Reserve 
Bank”.

Speculating in Risk Averse Waters

My observations of the market in these last few months have 
yielded some useful intelligence. I’ve been trying to focus on 
the various investment classes that are likely to perform well  
in risk averse scenarios such as the one we have today.  Among 
equities, the stocks that maintain positive compression (i.e. 
investment interest that will convert to buying on positive 
news) are the following:

a. Exploration companies with “real” assets that make a 
substantial discovery. (e.g. Africa Oil Corp. [TSX.V:AOI], 
Goldquest Mining Corp. [TSX.V:GQC]); or that are the 
subject of a takeover bid (e.g. Extorre Gold Mines Ltd. 
[TSX:XG] ); and

b. Technology companies whose products are disruptive, 
and on the cusp of commercial adaptation. They tend 
to move up as new deals are announced. (e.g. Orbite 
Aluminae Inc. [TSX:ORT], NXT Energy Solutions Inc. 
[TSX.V:SFD], and Mesocoat Inc., majority owned by 
Abakan Inc. [OTCQB:ABKI]**, Natcore Technology Inc. 
[TSX.V:NXT]).

The last time the bloom was off the mining rose for prolonged 
periods was in the nineties with gold wallowing around under 
$300 per ounce.  That was the period when the technology 
bubble formed as high school drop-outs rolled out internet 
strategies that were unintelligible to Wall Street, who invested 
anyways motivated by the fear of losing out.

If the spending in financial marketing is any indication, it looks 
like mining’s fall from grace may yet again be technology’s 
opportunity.

Casting a glance around the world, though, there’s not a lot 
to induce optimism for the rest of 2012 or even 2013.  I hear it 
said almost uniformly that markets are going to turn around at 
some point in 2012.  I fear that is wishful thinking.  With the risk 
aversion permeating markets thanks to the never ending saga 
of European debt and that story about to get worse with the 
revelation of the next debt ceiling hit in the U.S., the futures is 
looking grim indeed. 



10 - MONEY® Magazine - FALL 2012

The Financial Literacy Learning Centre
Empowering Investors Through Knowledge

Canadian Investors Course CiC
We all know the sayings ‘Knowledge is Power’ and ‘A Little Knowledge is a Dangerous Thing’. These are particularly true 
when it comes to your personal finances. 

The Canadian Investors’ Course is designed with the average investor in mind. It is a behind the scenes look at what 
the investment industry is really about. It gives you the key information you need to feel confident about your financial 
decisions. This applies whether you self invest, use the services of a planner or advisor, rely on a company  
or employers pension, or simply hold your money in the bank. 

REMEMBER - it is always your money! No-one is going to take care of it the way you would. Many people feel unprepared 
for this responsibility, but this is the reality they face -through necessity rather than design in many cases. 

You know it is important but the volume of information and jargon overwhelms you. There has got to be a better way! 
Well now there is. 

By attending The Canadian Investors’ Course you will be better informed. You will be confident that facts presented to 
you are accurate and verifiable. You will learn some of the best kept secrets of the industry. You will know if your bank or 
advisors are really doing a good job for you. Because we do not sell any financial products only the education you need to 
make the right decisions you can be sure you are receiving objective fact-based information, not some sales pitch. 

WE ARE CONFIDENT THAT ATTENDING THE CANADIAN INVESTORS’ COURSE 
WILL BE THE BEST INVESTMENT YOU’LL EVER MAKE! 

w w w . F L L C . c a

CiC Course Dates
Dates

 Oakville  Wednesdays    Oct 3, 10, 17, 21, Nov 7, 14
 Mississauga  Tuesdays    Oct 9, 16, 23, 30, Nov 6, 13
 Georgetown  Tuesdays    Oct 2, 9, 16, 23, 30, Nov 6
 Burlington   Fridays    Oct 12, 19, 26, Nov 2, 9, 16

Locations
 Oakville  Oakville Central Library  Lakeshow and Navy St.
 Mississauga  Mississauga Central Library Beside City Hall
 Georgetown  Mold Masters Arena   Guelph St. and Alcot Dr.
 Burlington  Sylvan Learning Centre  4190 South Service Road

Cost: $295  
($225 each if 2 attendees) Includes all handouts,  

just bring a pen and a calculator.

   Call Now! 905-828-1292
    Desmond Jordan, President and CEO
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So it may seem like old news now, but just a few weeks 
ago the Government announced new mortgage changes.  
They gave little advance notice, well it seemed short notice 
compared to when they changed the amortization from 35 
years to 30 years a couple of years back.  In brief these were 
some of the changes introduced on July 9th, 2012:

a. Maximum amortization for insured mortgages  
is now 25 years – used to be 30 years.

b. Maximum GDS (Gross Debt Servicing) now 39%  
& TDS (Total Debt Servicing) 44%.

c. Maximum allowed purchase price for insured  
mortgage is now $999,999.

d. Refinance to a maximum of 80% LTV (Loan to value)  
of your home – it used to be 85%.

e. This week, I wanted to talk about the biggest change, 
which of course is the amortization period.

The government’s explanation is “Limiting the maximum 
amortization period will reduce the total interest payments 
Canadian families make on their mortgages, helping them 
build up equity in their homes more quickly and pay off 
their mortgages sooner.” I am in agreement with this and 
encourage my clients to pay down their mortgage as quickly 
and efficiently as they can.   However, I (and many others)  
do not believe this was the sole reason for the change.

There have been many concerns with the Toronto & Vancouver 
condo markets being too hot and out of control.  There are, of 
course, arguments to support and disagree with this, however 
it cannot be ignored and it seems that due to the mass media 
reports on this, many Canadians (mostly first time buyers) feel 
as though the government has punished them, even though 
they live outside of and have nothing to do with the Greater 
Toronto & Vancouver areas.

Look at it like this, Joe Smith who lives in Calgary, has been 
saving his 5% down payment for the last few years and had 
a pre-approval for a 30-year amortization to qualify for a 
modestly priced condo.  His hopes have been dashed, as the 
25-year amortization does not qualify him for a condo in the 
area of the city he works.  While people should be encouraged 
to take the shorter amortization, I do believe that when 
someone is trying their best to get on that some-times elusive 
property ladder, it can be justified.

The other reason is that the government needs to be seen 
to be doing something about the debt levels we have in 
this country.  More and more people are racking up debt on 
their homes and in unsecured loans like credit cards, auto 
loans etc.  I would like to point out that a large proportion 
of homeowners, when in a difficult financial situation, are in 
that situation due to all of their unsecured debt and not their 
ability to be able to afford their mortgage payment.

The government also has a hand in the shrinking of people’s 
home equity, as back in 2006 they were allowing a 40-year 
amortization period with zero down.  I am not sure what they 
were thinking at the time, but they have to take responsibility 
for contributing to this as well.

While we all have our opinions and can discuss this until we 
are blue in the face, for the most part Canadians are not even 
aware of these changes and how it affects them.  That, in itself, 
is a concern and a whole other discussion! 

Guy the Mortgage Guy!  Guy Ward is a Mortgage Associate  
in Calgary, Alberta with TMG (The Mortgage Group)…

WWW.GUYTHEMORTGAGEGUY.COM 

Government of Canada 
Mortgage changes

Written by Guy Ward
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LONDON BARRIE OTTAWA

 FINANCE APR

0.9%* 
60 MONTHS.

LEASE APR

2.9%* 
39 MONTHS

LEASE PAYMENT

$478* 
$5020 DOWN

Star Motors of Ottawa
400 West Hunt Club Road

Ottawa ON K2E 1B2
Tel : (613) 737-7827
Fax :(613) 733-8800
www.starmotors.ca

Mercedes-Benz Barrie
2440 Doral Drive

Innisfil, ON L9S 0A3
Tel. +1 705 431 2264
Fax +1 705 431 5870
www.mbbarrie.com

Mercedes-Benz London
600 Wharncliffe Road South

London, ON N6J 2N4
Tel. +1 519 668 0600
Fax +1 519 668 2571
www.mblondon.com

© 2012 Mercedes-Benz Canada Inc. [1] Fees up to $2,615 dependent on region include freight/PDI, admin, tire and a/c duties as applicable. [2] First, second and third month payment waivers are capped for 
the 2013 GLK (up to a total of $1,350 including taxes) for lease programs and (up to a total of $1,950 including taxes) for finance programs. Payment waivers are only applicable on the 2013 C-Class Coupe, 
Sedan, GLK-Class and E-Class models. Not applicable to AMG models© 2012 Mercedes-Benz Canada Inc. *Lease and finance offers based on a new 2013 GLK 350 4MATIC available only through Mercedes-Benz 
Financial Services on approved credit for a limited time. Lease example based on $478 (excluding taxes) per month for 39 months. Down payment or equivalent trade of $5,020 plus first monthly payment 
and security deposit of $500 and applicable taxes due at lease inception. MSRP starting at $44,900. A.P.R. of 2.9% applies. Total obligation is $24,161. Finance example based on 60 month term at an A.P.R. 
of 0.90% and an MSRP of $44,900. Monthly payment is $689 (excluding taxes) with $4,490 down payment or equivalent trade in. Cost of borrowing is $828 for a total obligation of $45,831. 18,000 km/year 
allowance ($0.20/km for excess kilometres applies). Freight/PDI (up to $1,995), license, insurance, registration, taxes, reimbursement for Federal “A/C” and “green” levy and similar taxes and fees levied on the 
manufacturer (if charged by the dealer) and PPSA are extra. Additional provincial-specific fees, taxes and charges may be extra. Dealer may lease or fi nance for less. Offers may change without notice and 
cannot be combined with any other offers. See your authorized Mercedes-Benz dealer for details or call the Mercedes-Benz Customer Relations Centre at 1-800-387-0100.  **Total price of $47,465 and down 
payment include freight/PDI of $1,995, dealer admin fee of $375, air-conditioning levy of $100, EHF tires, filters, batteries of $29.70, PPSA up to $59.15 and OMVIC fee of $5. Offer ends October 31, 2012.

THE ALL-NEW 2013 GLK 350 4MATIC™. TOTAL PRICE1: $47,465**
 New fuel efficient 3.5L CGI V6 engine with 302 hp
 4MATIC™ permanent all-wheel drive
 ECO start/stop technology

The Mercedes-Benz Fall Sales Event continues.
Go from 0-2013 in seconds flat with our new 2013 models

3PAYMENTS
WAIVED2

FOR A LIMITED TIME

OFFER ENDS OCTOBER 31, 2012 • FEES & TAXES EXTRA
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It would be hard to find someone who has not heard of 
Pareto – 20% of the effort gets 80% of the results.  Focus on 
key customers, key markets, key products and key processes.  
Focus will make you rich.  This might be true, but all that focus 
causes you to miss another important aspect of the principle.  
The Pareto Principle is a power law.  That means that you can 
go further.

If 80% results from 20% of the effort, then 80% of the 80% 
resulted from 20% of 20% of the effort.  The 64-4 result.  The 
third is 51.2% for 0.8% of the effort.  More to follow but the 
point is clear.  There are only a few things that really matter.  
51% of the result for 1% of the effort is a nice deal, but, there  
is a lot of clutter to toss before you can see how.

You start by thinking about where the 1% may or may not be.

It won’t be in filling out forms for the government or collecting 
receivables.  Planning a better parking lot or counting 
inventory won’t help much either.  Cost analysis, automation, 
engineering and marketing are worth looking at but might 
not include the 1%.  The 1% most probably is in freeing time 
to do only those things that you are the best at doing.   
It is not enough that you are the best, it must be your  
best best. 

You might be the best salesperson in the room but you are 
only that by a narrow margin.  You may be the best customer 
relations person or the best inventor or the best leader by a 
much wider margin.  Let the others carry the ball where they 
can do nearly as good a job and spend your time on the things 
that may include the 1%.

Sweet reward here! Employees will like it and do better 
than before.  People who have searched for the 1% found 
important things:

a. If you have no idea of what the 1% might be, 
you could stop doing it by accident.

b. It is not the same 1% all the time and in every 
situation.

c. Your employees know and will do more than 
you think. Let employees be creative and 
helpful.

d. Customers know the difference between price 
and value. Deliver value.

e. Customers know how they will be changing in 
future, ask them.

f. Customers know what they don’t like. Ask 
them and listen.

Looking for the 1% works.  No one ever finds it, but finding 
a little of it is a big win.  Start Now!

Don Shaughnessy is the original founder of 

Money.ca and a retired partner in an international 

accounting firm and is presently with The Protectors 

Group, a large personal insurance, employee 

benefits and investment agency in Peterborough 

Ontario.  don.s@protectorsgroup.com 

The 1%
Solution
Written by Don Shaughnessy

Vilfredo Federico Damaso Pareto was an Italian Renaissance man born 250 years too late.  
He was an engineer, an industrialist, a philosopher, a sociologist and best known as the 
first modern economist.  He is the one who noticed the 80-20 rule.  The Pareto Principle.
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Many of the day to day events we experience are random, 
unexpected and otherwise unplanned.  We are often inclined 
to thread these singular events and their unintended 
consequences into the fabric of a story, one that helps to 
explain the connection of these events to the time and people 
close at hand.  In the book, Fooled by Randomness, Nassim 
Nicholas Taleb points out how humans are fallible with our 
“knowledge”.  We tend to view the world as more explainable 
than it really is.

Definition: Pareidolia (parr-i-DOH-lee-?) – psychological 
phenomenon of perceiving pattern in randomness.

So how does Pareidolia lead us into trouble with investing?  
When we don’t know that we don’t know something, it can be 
far worse than facing what we know we don’t know.   
The purpose of this dialogue is to 
explain some potentially damaging 
behavior that may arise from 
the false precision of a good and 
plausible story.

It is no secret that the “lost 
decade” has frustrated many fair 
weather investors.  Many folks 
will commiserate over the lost 
opportunity of making a fixed rate 
of return or investing in other asset 
classes such as real estate or gold, 
or even the comfort of stuffing 
money in a sock and tying it to a 
bedpost!  While I’ve never tried the 
latter, our basic nature pre-disposes 
us toward the Do-something 
Syndrome, if only to shake things 
up with the intention of altering the environment.

The Do-something Syndrome means we act without a 
sensible reason.  Our behavior creates a feedback loop from 
the environment in which we find ourselves.  If we experience 
something positive, we are likely to repeat the behavior that 
we perceive to have caused it. The opposite is also true for 
a negative experience.  We change what we perceive is not 
working and that is a big part of how we adapt.

Given a choice, where there is a 50/50 chance for a successful 
outcome, flipping a coin offers the immediate relief of 
changing the circumstances.

Beware of the 50/50/90 Rule:  any time you have a 50/50 
chance of getting something right, there is a 90% probability 
you will get it wrong!

We will act in ways that are contrary to our best interests even 

if we don’t understand the consequences.  Ego, greed, envy, 
fear and the mindless imitation of other people will cause us 
to do dumb things and suffer the pain repeatedly.  Seeking 
the approval of others, along with great talent and a high IQ, 
are no match for good habits, character and the temperament 
of rational thought.

The outcome of doing something simply because we can’t 
stand being still is the same as confusing activity with 
progress.  There is no point in running if you’re on the wrong 
road.  In the quest for perfection, anything that isn’t worth 
doing isn’t worth doing well!

Environics is a firm that studies the sentiments of investors 
and sells the research to investment firms.  A recent survey 
revealed that 15-30% of investors are willing to change 

advisors with the intention of 
improving their circumstances.  
The lost decade is proving to be 
fertile ground for sowing the seeds 
of discontent and the change that 
comes along with it.  The resulting 
story line is familiar.  Various 
random bits of information are 
meshed together forming a good 
and plausible story.  It can be told 
like this.

Excessive compensation, poorly 
defined incentives, ineffective 
regulation, lack of supervision,  
and generally poor behavior on the 
part of others has created an unfair 
environment favoring a select 
few.  Toss in the American debt, a 

presidential election and the southern Europeans that don’t 
work enough or pay enough in taxes and the plot is set!  The 
chapter titled Restoring Accountability is where the harsh 
forces of capitalism are driven by the notion of voting with  
our feet.  The Do-something Syndrome is in action right now.

I look forward to benefiting from these widespread client/
advisor dislocations however; in good conscience I can’t say 
that making change for the sake of change is going to help 
matters.  The reality is that markets are inherently random, 
especially in the short term.  Changing the environment 
by changing advisors or fund managers will do nothing to 
change the randomness of events and there are likely to 
be unexpected consequences if the decision to change is 
not particularly rational.  There is a much bigger picture to 
consider, one that considers the value of assets.

 

How Do You Do?
Written by David Atwood
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Nick Murray, an investment industry pundit, uses the last 
major market meltdown to make it perfectly clear the role 
of advisors with these five lessons learned.

“Let’s start with the following scenario.  On October 9, 2007, 
the S&P 500 index made its all-time high reflecting the mood 
and sentiment of investors in American business.  By March 
9, 2009, the S&P 500 had dropped 57% which had never 
happened before during our lifetimes. We didn’t know when it 
peaked, we didn’t know how long it would last and we didn’t 
know when it ended.  The banking system in the US failed and 
was propped up on the back of tax payers, the lenders of last 
resort.  The credit function around the world ceased to exist 
and it happened quickly.  The subsequent rally and recovery 
roared back 80%, the most significant rally in our lifetime.

1. I will never have any idea what the economy is going to 
do in the next 12-18 months.

2. I will never have any ability to anticipate what the 
market is going to do over the next 12-18 months. 
(Buffett’s best friend, Charlie Munger commented on 
the same clairvoyant ability, “We don’t think anyone 
else can either and we’re just as good at not knowing as 
they are.”)

3. The more traumatic the next series of economic or 
market events, the less likely I will be able to anticipate 
them or time them.

4. (a)  There is no statistical evidence for the persistence 
of performance.  Future performance is random as 
compared to past performance.  (b)  At critical turning 
points in the investor’s lifetime, relative performance 
will not save you; it isn’t going to matter.

5. The world did not end, because it does not end.”

(Warren Buffett commented on another matter, “The system  
is incredible at unleashing the power of human potential.   
It isn’t going away.”)

The big picture includes the current menu for the crisis-
du-jour along with the rational thought about price and 
value.  The larger story looks beyond the random events and 
considers the probabilities and especially the inevitable.   
There is a growing middle class around the world scurrying 
about with the intention of creating a better life and they will, 
just like we have.  They don’t watch CNN or BNN and it doesn’t 
matter.  We will do well to look beyond randomness and focus 
more on the story told by the big picture. 

How do you feel about money?  Is it something that makes 
you happy? Does it bring you joy?  Does it make you worry, 
stress or fret?  Does it make you feel guilty?  How you feel 
about money determines the impact in has on and in your life.

Money is a tool.  It is totally and completely neutral.  Although 
it does have the ability to magnify what you already are.  
Money does not make you greedy or selfish, but it makes it 
much more obvious.  Money does not make you generous 
or prosperous, but it makes the evidence of it much more 
prominent.

The problem most people have is that they have conflicting 
feelings regarding money.  Many people want more money  
for the positive things it can do in their lives, but have negative 
beliefs that sabotage them.  Thoughts such as:  There’s not 
enough money to go around; money is the root of all evil;  you 
can’t buy happiness;  people with money are evil, bad and 

unethical;  only greedy people have money; rich people only 
care about money;  money doesn’t grow on trees;  to be rich  
I have to be a workaholic; etc.

In order to start bringing more money into your world you 
have to welcome it.  You need to learn to let go of the false, 
negative beliefs you hold about money.  Identify what 
financial thoughts are holding you back and start to change 
them into positive, moving forward beliefs.

I choose to view money as a wonderful, positive, life changing 
tool. Money allows me to keep a comfortable home for my 
family.  Money allows me luxuries like travel, entertainment, 
and toys.  Money gives me the ability to financially support  
my favorite charities.  Money allows me to have positive hope 
for the future.

So I challenge you to identify what fears you have towards 
money.  By identifying what has been limiting your progress, 
counter-acting your efforts and maybe even dragging you 
down, you can start taking the right steps to take you to the 
positive places you desire.

T Harv Eker is quoted as saying:  “There is a secret psychology 
to money.  Most people don’t know about it.  That’s why most 
people never become financially successful.  A lack of money 
is not the problem; it is merely a symptom of what’s going  
on inside you.” 

Is Money Your Friend?
Written by Tammy Johnston



It looks like you’re separating.
One of the first steps you need to do is pull together detailed financial information ...

Information about your assets, debts, income, expenses.

Where to start? What is required? Where will it be used?

Sponsored by:

D I VO R C E  TA L K S
How-to Tips for Gathering Financial Information in Divorce

YOUR SPEAKERS:

Eva Sachs CFP ® CDFA™ 
Certified Divorce Financial Analyst 
Founder of Women in Divorce Financial  
and Co- Founder of Mutual Solutions

--

Marion Korn LL.B, LL.M, Acc FM 
Family Law Lawyer/ Mediator  
and Co Founder of Mutual Solutions

Join us for an information session that  
will have you learn:

What specific financial information  
you need to gather

Why this information is required  
and where it fits

Practical tools for making the  
information gathering easier

How “grey divorce” couples can  
work through the financial issues

If you or someone you know is contemplating 
divorce, join us for a discussion about how to 
deal with financial information in separation 
and divorce.

Date:   Wed Nov 14th, 2012 
Time:   6:00 to 7:30 p.m. 
Location:  79 Shuter St. Suite 200 
  Toronto, ON M5B 1B3

To register please go to: 

www.womenindivorce.ca/newsandevents

w w w. wo m e n i n d i vo rce. c a
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“Buy low, sell high” is likely the most widely quoted financial 
market truth of all time.  It makes so much sense, yet it is one 
of the most difficult tasks to repeat successfully in financial 
markets.  The fundamental assumption of your investment 
decision making is grounded in the belief that you will 
rationally make a choice that leads to the highest possible 
financial gain.

But is this assumption always correct? 
In order to speed up our decision making, all humans utilise 
shortcuts or rules of thumb, which we use to draw inferences 
and make decisions from the information we receive.  These 
shortcuts are called heuristics.  In many circumstances, these 
shortcuts are close to being correct, but they also frequently 
result in some decisions being repetitively wrong.  The result 
is that we are all susceptible to particular types of decision 
making errors because of our heuristic biases.  The most 
common heuristic biases are described below.  Can you see 
how these biases may have affected your past investment 
decisions?

Availability Bias – “Trade the 
News” 
You will predict the frequency of 
an event, based on how easily the 
occurrence of a previous similar 
event can be remembered.  If you 
can remember it quickly, then you 
believe that it must be important.  
Therefore, recent events tend to 
have a greater impact on your 
decisions than past events and 
consequently, recent news is 
viewed as more important than 
previous news.

Most individual investors rely on 
some type of media reports for a 
large amount of the information 
they receive regarding financial markets and investments.  The 
financial media tends to report some types of information 
frequently because they view it as newsworthy.  You will often 
view more frequently reported information as important and 
allow it to influence your investment decision making, rather 
than objectively weighing its relevance.

Representativeness Bias – “I Will Wait For a Correction to Buy” 
You will regularly make judgments by relying on stereotypes.  
While this process may be correct in some circumstances, it 
can be very misleading in others.  Imagine that you purchase 
a stock and then watch its price increase for 10 consecutive 
trading days.  What should you do: sell or hold?  You may 
believe that you should sell the stock since it cannot possibly 
rise in price for an 11th consecutive day.  Or can it?  Imagine 
that you purchase a stock and then watch its price decline 
for 10 consecutive trading days.  What should you do: sell or 
hold?  You may believe that you should continue to hold the 
stock; since it has fallen for so many days in a row any further 
decline is unlikely.  Or is it?

In both these regularly occurring financial market scenarios, 
representativeness bias is present and has an influence on 
your investment decision making process.  The fact that 
a stock has advanced or declined in any previous trading 
session does not have any bearing on whether it is more likely 
to reverse direction during the next trading session.  Although 
you should know that this fact is correct, you struggle to 
overcome the influence of the past on your decisions about 
tomorrow.

Hindsight Bias – “I Knew It Would Double!” 
You are inclined to see events that have already occurred as 
being more predictable than they actually were before they 
took place.  You also tend to remember your predictions of 
future events as having been more accurate than they were, 
especially in the cases where those predictions turn out to 
be correct.  Once you learn what occurred, you look back and 
believe that you knew all along that the result was going to 
happen.  This encourages you to view financial markets as 
being more predictable than they actually are.

Hindsight bias develops as you 
detect new information.   
Your brain immediately processes 
the information by incorporating it 
into what you already understand.  
This revised understanding then 
becomes the benchmark from 
which future information will be 
evaluated.  This process limits 
your ability to go back in time to 
objectively assess your state of 
knowledge at the precise moment 
that a past event occurred.

Overconfidence Bias – “I Always 
Make Money” 
You tend to hold an overly 
favourable view of your own 

abilities.  As a result, you are overconfident in the reliability  
of your own judgments to a much greater degree than should 
be expected based on facts alone.  For this reason, you tend to 
be surprised by an outcome more frequently than you would 
anticipate.

We all tend to think that we are better than our peers.  In 
survey responses, individuals consistently rate themselves as 
being above average when they are asked to compare their 
abilities to a group.  Being overconfident is not necessarily 
a bad personality trait, as it can boost your self-esteem and 
give you courage to try new things.  However, the drawback 
is that it also leads to overestimating your chances of success 
or underestimating risks.  It leads you to believe that you can 
control or influence outcomes, when in reality you cannot.

Over-confidence bias causes you to become too assured 
about your own judgments and not adequately consider the 
opinions of others.  This false belief in your superior judgment 
is also linked to a perception that your investment decisions 
will be less volatile and risky than may actually be the case. 

Shortcuts to Ruin
Written by Alan Fustey, CFA
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As we send our children off to a new school year and attack 
our jobs with renewed vigour, let us consider in the spirit of 
this past Labour Day just what some of the things organised 
labour has brought our society.  I don’t think there are many, 
including conservatives like myself, that do not recognize 
that organised labour has been instrumental in creating 
superior working conditions for a vast portion of the working 
population and that the trade union movement today has 
helped maintain a stable middle class.  However when we  
look to the future, some of the gifts that organised labour  
has foisted upon the taxpayer constitute a series of  
ticking time bombs.

 As someone who works in the pension field, helping business 
owners and professionals establish tidy retirement nest eggs 
insulated from that perennial tempest known as the business 
cycle, I consider the looming pension liability, particularly 
those attributed to the bureaucracy, as the single greatest 
threat to our future economic prosperity.  
For it is in the “civil” service that the great 
pension dinosaur, the Defined Benefit 
Pension Plan (DBPP), still enjoys near sacred 
status.  New graduates, rather than accepting 
the challenge of risk and the hopeful 
consequence of success, race to join the 
legions of the bureaucracy.  Meanwhile, the 
average Canadian cannot look forward to any 
measure of security in retirement. 

 When one considers that our hard earned 
tax dollars are largely earmarked, not for 
delivering services but rather bloated salary 
and benefit costs, it is time for taxpayers to 
demand more from our elected leaders and 
policy makers.  While I am not advocating 
reneging on promises made to bureaucrats 
who have been part of the system for years, I 
am saying that such pension promises must 
end for a great portion of the civil service.  Policy must be fair, 
but it must have the future prosperity of our country as its 
central goal.  

Public service unions will point out how hard their 
membership works and that politicians enjoy superior pension 
promises than the rank and file.  The former claim has some 
truth to it and the latter should have little bearing on the 
overall problem.  Politicians should not enjoy such gold-plated 
programs, but even the total termination of all retirement 

programs for them would not even dent the monolith of 
future pension liability.

The Federal Government will hopefully reach its fiscal goal 
of balancing our budget by 2015, but how soon after will the 
fear of pension liability become a reality and force us back 
into deficits?  All levels of government must therefore move 
in concert and with all due alacrity.  Policy makers should 
immediately demand higher employee contributions to those 
who are “grandfathered” in existing DBPPs, but this must apply 
to new Defined Contribution plans too.

If retirement savings is a national goal, it must be sustainable.  
One portion of the population cannot be asked to sign a blank 
cheque for another segment.  The fortress of public service 
pension plans must be assaulted and the public service unions 
made to yield to common sense and shared national interest.

If our society embraces prosperity again, rediscovers initiative 
and risk taking as a virtue and adopts personal financial 
discipline then, in time, perhaps in a generation, we can once 
again look at DBPPs; however in 2012 this fiscal albatross must 
be extinguished. 

Trevor Parry is the Executive Vice-President 
and National Sales Director 
Gordon B. Lang & Associates Inc. 
www.gblinc.ca 

The Public Pension Albatross
Written by Trevor Parry



Top 3 CaTegories BoTTom 3 CaTegories

Asset Growth ($) Global Neutral Balanced: $1.864 billion

Canadian Neutral Balanced: $1.284 billion

Cdn. Dividend & Income Eq.: $1.246 billion

Canadian Money Market: -$354 million

Cdn. Inflation Protected Fix. Inc.: -$27 million

Cdn. Synthetic Money Market: -$9 million

Asset Growth 
(as a % of starting assets)

U.S. Synthetic Money Market: 15.9%

Alternative Strategies: 15.8%

Precious Metals Equity: 12.4%

Cdn. Synthetic Money Market: -3.3%

Canadian Money Market: -1.1%

Cdn. Inflation Protected Fix. Inc.: -0.9%

Net Sales ($) Cdn. Fixed Income Balanced: $427 million

Canadian Fixed Income: $413 million

Global Neutral Balanced: $357 million

Canadian Money Market: -$364 million

Canadian Equity Balanced: -$275 million

Canadian Focused Equity: -$229 million

Net Sales (as a % of
starting assets)

U.S. Synthetic Money Market: 17.4%

Alternative Strategies: 11.6%

Miscellaneous – Other: 7.8%

Cdn. Synthetic Money Market: -2.2%

Canadian Money Market: -1.2%

Financial Services Equity: -1.1%

Performance
(Preliminary returns for
Fund Indices)

Precious Metals Equity: 12.4%

Asia Pacific ex-Japan Equity: 5.6%

Greater China Equity: 5.5%

Retail Venture Capital: -1.2%

U.S. Money Market: 0.0%

Canadian Synthetic Money Market: 0.0%

Starting assets (August 31, 2012)  $666.3 billion
+ net sales    $1.0 billion
+/- estimated market effect  $11.4 billion (1.7%)
= Ending assets (September 30, 2012) $678.7 billion
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MUTUAL FUND REVIEW

MutualFundReview.ca

MUTUALFUNDINDUSTRY.CA:  
October 15, 2012 • Assets under management $827.2 billion 
Net sales (excl.reinv.distr) $1.72 billion *Source: Data is 
compiled from IFIC and other sources. Aggregates totals 
provided by Investor Economics.

MUTUALFUNDNEWS.CA: 
Bullion Management Group out of Markham, Ontario 
introuduces it's new BMG Gold Advantage Return Bullion 
Fund. The new gold fund provides an attractive fixed 
monthly distribution of .07 cents a share - with an undelying 
investment in gold bullion that has delivered consistent 
results over a 10 year period. Gold has risen from $450.00 and 
ounce to over $1710.00 Canadian dollar as at October 2012 
and has room to grow with current world ecomomic factors 
sending investors to the safety of gold.

TOP10MUTUALFUNDS.CA  
Top 10 Funds is an inter-active no non-sense web-enabled 
feature of MutualFund.ca that is purposely designed to attract 
and retain the attention of all necessary participants investors, 
advisors and the fundcos.  
The Top 10 Funds simply defines, explains and demonstrates 
the Mutual Fund Market with the Mutual Fund Chart that 
depicts the top 3 winning and [...]

MUTUALFUNDCATEGORY.CA AND 

MUTUALFUNDASSETCLASSES.CA  
Top 10 Funds, 52 Categories, 10 Asset Classes. Mutual Funds 
in Canada every year there are nearly 100 mutual fund 
companies, investment companies and money management 
firms serving up thousands of individual, varied and 
alternative investments. Which one to pick? after all it is 
diversification – which ones to pick? Which mutual fund 
companies have [...]

BESTMUTUALFUND.CA 
 Top honours in 2011 went to Fidelity Canada and it's family 
of funds. Learn who wins top fund overall and number one 
mutual fund company in the next edition of MONEY Magazine 
and Mutual Fund Magazine see the Mutual Fund Review in its 
entirety and most revealing ways, ins and outs of the robust 
Canadian Mutual Fund Market.

MUTUALFUNDSNEWSLETTER.CA 
 Mutual Funds in Canada - Don McGrath of Investment 
Financial Group Inc. celebrates 35 years in business as a 
pioneering independent  mutual fund dealer in Ontario 
selling quality Canadian Mutual Funds to individuals and small 
business.

ALL THE INFORMATION AND SERVICES YOU NEED
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What difference can a picture make in your life?  Well, have 
you seen the future of film in 3-D movies like Avatar?  What 
about the new age of high definition television?  Isn’t time we 
had a new picture of estate planning?

Okay, before your head starts spinning, let me reassure you; I 
have solved this puzzle for you. You can benefit from my three 
decades of estate experience helping people like you.  If you 
keep reading, I will give you a new picture you can use to take 
action.

But first, I’ll explain why you need a new way of looking at 
estate planning.  I am excited about sharing this with you for 
many reasons.  The principal reward for you is simple – you  
will see things differently.  You will be more comfortable 
taking care of your family and yourself.

The traditional way of dealing with estate planning is less than 
inspiring.  Like most people, you probably have a hard time 
visualizing what this subject is about.

What about a pen resting on paper showing a person signing 
a will?  That is the kind of stock photo on many a law firm’s 
website. Does this really inspire you to action?

What Motivates You to Act?

For the traditionalists, estate planning has been all about 
being prepared.  This works for those who like to be organized 
and prevent problems.

For those who live in the moment, a different approach is 
necessary.  For people who count or measure things, saving 
taxes may be the right approach.  Those with responsibilities 
to protect vulnerable or minor children may feel a sense of 
obligation.  If you have a loving relationship, you wish to take 
care of your partner or spouse.

Why Professionals Disagree

It is difficult to get a consensus on what estate planning 
is all about.  Even professionals disagree on what the 
term may mean.  For example, if you ask an accountant 
what estate planning is, they will answer, “It’s all about 
making sure you don’t pay too much taxes.”

Ask a lawyer and you learn it’s as exciting as signing a 
will or power of attorney documents.

Do you have a business or substantial wealth?  Then 
it may include preparing trusts and a succession plan.  
Financial advisors want you to plan so your investments 
go intact to your beneficiaries.  You should not run out 
of money while you still are breathing.

Insurance advisors offer you liquidity.  You get a chance to 
create an estate instantly.  Life insurance will pay your debts 
and financial obligations for those you care about.  To those 
in the trust industry, estate planning means having the right 
executor to manage estate investments. They can deal with 
turmoil and uncertain risks.

Are You Surprised By This?

This quick summary is a bit tongue-in-cheek.  It shows you 
that different players in this industry have, surprise, surprise, 
different approaches.  Is there any wonder that people are 
confused?  They get bombarded by different messages every 
day.

Each industry sector has different estate planning solutions 
or products to sell or promote.  This is perfectly normal.  
However, an individual sales approach may not be the best 
way to encourage you to act.  That’s why you will see players 
in the field joining forces or working in teams.  Making the 
best decisions in this team environment can be difficult.  
Objectivity and independent advice may be expensive and 
difficult to find.

Find a Simple Solution

What about a holistic approach to deal with the next 
generation’s financial needs?  Can you address your own legal 
and moral obligations this way?  I speak to audiences across 
Canada. What I have learned is that people do not react well 
to sales approaches.  They are more interested in the stories 
of real-life people.  They want to know about their failures and 
successes when it comes to providing for loved ones.

In my book, Estate to the Heart, I created a new image to help 

What Does Estate Planning 
Look Like to You?

Written by Ed Olkovich, LL.B.
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you.  If a picture is worth a thousand words, this is what estate 
planning should look like:

How should you interpret this?

Most people want their money to go straight to the people 
they love.  They want this to happen with the least amount of 
pain, expense and delay.  This is the real benefit of having an 
estate plan.

I hope this new vision will work for you.  Estate planning can 
be a user-friendly experience.  You only need a new picture 
to focus your actions.  Now you can get to the heart of what 
really matters.  A different view can change what you do.

Start by asking yourself these questions.  What do I wish to 
happen to my money?  What must I do for my loved ones?  Ask 

your advisors for a total – not piecemeal – plan.  Take action  
to carry out these wishes.  Put your heart back into your estate 
planning with a new purpose.

I have based my new business, EstateTherapy.com on 
providing simple solutions to estate matters.  I welcome your 
ideas for topics for future articles on estate matters.

Ed Olkovich Copyright © 2010

Ed Olkovich is an Ontario lawyer and Certified Specialist in 
Estates and Trusts Law.  Ed is also the author of Estate to the 
Heart: How to Plan Wills and Estates for Your Loved Ones – 
quick and easy estate planning.  He is known as “MrWills”, 
which is also the name of his law firm’s website.  Ed is also the 
founder of www. EstateTherapy.com, which provides solutions 
for estate matters. 

What is your largest asset?  Is it your house, your car, your 
boat?  No, it is your ability to earn money.  We buy home 
insurance and auto insurance, but often we forget to insure 
ourselves against the risk of being unable to work.

As a cancer survivor, I know all about the financial costs 
associated with being off of work. Seven years ago, I 
was diagnosed with cancer, and the treatments took 
approximately one year to complete.  I was off work during 
that time, and luckily had disability insurance in place through 
my workplace.  This ensured that I maintained a reasonable 
monthly income while off sick, to pay my expenses.  What I 
hadn’t realised was that there would be all kinds of additional 
expenses associated with my illness.

There were the numerous taxi rides, I chose to pursue 
homeopathic treatment, the medication cost more than 
my insurance covered, household help, meal and grocery 
delivery, to name a few.   Meeting these expenses was a huge 
challenge, and had I known better, I would have planned 
better.

So, where did I go wrong? 
When selecting my disability benefits, I chose coverage of only 
50% of my income, and I could have chosen up to 70%, for a 
few dollars more per month.  I viewed myself as invincible, as 
most people do!!

I did not purchase Critical Illness Insurance, which would have 
helped to cover the extra expenses associated with my illness.

Consider these facts:

a.  Nearly 50% of all individuals 35 or younger will be 
disabled for 90 days or longer prior to age 65;

b. Approximately 30% of all people age 35 – 65 will suffer 
a disability for at least 90 days, and about 1 in 7 can 
expect to become disabled for 5 years or more; and

c. Statistics say that 83% of business owners do not have 
disability insurance in place!

Because I didn’t have the best plan in place, I had to dip into 
my retirement savings

during my time off in order to make ends meet.  Certainly not 
an ideal situation.  So, I decided to go into business for myself 
to educate people about the risks that we all face, and how we 
can best manage those risks.

Is your greatest asset protected?

Brenda Hiscock CFP 
Guilfoyle Financial Planning Inc. 
Phone:  416.224.3437 
Brenda@guilfoylefinancial.com 

Life Lessons - What happens if I get sick?
Written by: Brenda Hiscock
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I have been involved as an actuarial assistant, actuary and 
pension consultant in Scotland and Canada since 1959.  
During this period I have observed the gradual deterioration 
in the use of Defined Benefit Pension Plans (DBPPs) and 
an increase of problems. There are many villains in this 
story – Employers, Unions, Governments, Judges, Actuaries, 
Accountants, Federal and Provincial Pension Regulators, 
Pension Benefit Guarantee Funds and even Ben Bernanke.  
Indeed, virtually all parties involved with DBPPs have, in one 
way, shape or form, been a party to the present mess which 
constitutes Pension Plans in Canada.

As far as this article and subsequent more detailed ones  
are concerned, the term “Pension Plans” will refer to Defined 
Benefit Pension Plans (DBPPs) as opposed to Defined 
Contribution Pension Plans (sometimes called Money 
Purchase Pension Plans) which are essentially Group RRSPs 
with a smear of lipstick.

So what went wrong?  The answer, unfortunately, is virtually 
everything.  There was certainly no malice intended nor was 
there a concerted effort by all parties at one specific time to 
rain hell and damnation on DBPPs.  Rather it was a series of 
totally unconnected acts by different groups to gradually 
whittle away one of the great financial concepts of all time.

A DBPP is a legal entity, established by one or more 
employers, in order to provide pension benefits to employees 
that will give them a reasonable retirement income.  Such 
plans generally supplement the subsistence pensions and 

means-tested benefits which are provided by the Federal 
Government.  Many Canadians are able to maintain a good 
standard of living in their retirement years as a result of 
membership in such Pension Plans.

Today, as a result of the actions of various Plan Sponsors, 
Advisors, Court Decisions, Accounting changes, Pension 
Benefit Guarantee Funds (which penalize good employers to 
the detriment of bad ones), the avarice of Unions, mis-timed 
asset/liability matching by Plan Sponsors with the assistance 
of their Consultants, provincial pension regulators, the Canada 
Revenue Agency and ultra low Government set interest rates, 
the death knell of DBPPs is nigh.

Not all is irrevocably lost.  Whilst it may be difficult, if not 
impossible, to roll back the clock and correct many, if not most 
of the problems afflicting DBPPs, there are at least partial 
solutions. Target Pension Plans, which are a form of DBPPs that 
do not guarantee benefit levels, may prove to be the best of 
several compromise solutions.  They retain the basic elements 
of DBPPs without placing the Plan Sponsor in a position of 
having to resort to writing blank cheques. These Plans are 
normally funded 50/50 between Plan Sponsor and Plan 
Members and provide a “King Canute” solution to rolling back 
the present high tides which will ultimately bankrupt many 
Plan Sponsors, Governments and taxpayers. 

Gordon B. Lang, FCIA, President & CEO 
Gordon B. Lang & Associates Inc.

www.gblinc.ca 

Pensions in Canada – A Sorry Tale
Written by Gordon B. Lang
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Mortgage Rates
Rate  Term
2.65%  Variable Rate
  Prime - 0.15%
2.49%  3 Year Fixed
  120 Day Rate Hold
2.99%  5 Year Fixed
  Prime - 0.15%
3.99%  10 Year Fixed
  Limited Time Offer

Precious Metals
Gold
1,731.90  - CAN PER OZ

Silver
33.17  - CAN PER OZ

Best Rate Around refers to exactly that -  the highest interest 
rates paid, the lowest mortgage rates offered and the best 
rates, ranking and returns overall on all core financial 
products, services and schemes.”

B
E

S
T

 R
ATE ARO

U
N

DR
GIC Rates
1 2.260% 
2 2.390% 
3 2.410%
4 2.450%
5 2.700%
6 2.250 %
7 2.025%
8 2.175% 
9 2.325%
10 2.525%

BEST RATE AROUND

BestRateAround.ca

Exchange Rates
Canadian $  (US) 1.01  
www.thecanadiandollar.ca

Prime Rate
3%

Crude Prices
US $ $90.60

New Product Launch
INVESTMENT MARKETPLACE

THE ALL-NEW 2013 GLK 350 4MATIC™. 
TOTAL PRICE1: $47,465**

 New fuel efficient 3.5L CGI V6 engine  
    with 302 hp

 4MATIC™ permanent all-wheel drive
 ECO start/stop technology

Introducing the NEW BMG Gold Advantage 
Return BullionFund. This fund provides an 
attractive fixed monthly distribution – at $0.07 
per unit – with an underlying investment in 
gold bullion, which has delivered consistently 
high returns over the past 10 years.*

A steady, reliable cash flow?

That’s gold!

Introducing the NEW BMg gold Advantage Return BullionFund

BMg gold Advantage Return BullionFund provides an attractive fixed monthly distribution 
– at $0.07 per unit – with an underlying investment in gold bullion, which has delivered 
consistently high returns over the past 10 years.*

Now that’s gold for your golden years.

To learn more, contact your financial advisor or call 1.888.474.1001  
to speak with one of our BMG representatives. 
Email fundinfo@bmgfunds.com or visit www.bmgfunds.com/advantage

Fund code: Class A-FE BMG 300

*Commissions, trailing commissions, management fees and expenses may all be associated with mutual fund investments. Please refer to the 
prospectus and consult your financial advisor before investing in any Fund. Mutual funds are not guaranteed, and are not covered by the Canada 
Deposit Insurance Corporation. The net asset values and returns of the Funds may fluctuate with market conditions, and past performance may not 
be representative of future performance.

US $  (CAN) 0.99
www.theamericandollar.ca

WWW.INVESTMENTMARKETPLACE.CA
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MEDIA RELEASE

THE NATIONAL CROWDFUNDING 
ASSOCIATION OF CANADA
LAUNCHES AND JOINS ‘THE CROWD’

TORONTO, ON October 22, 2012 –

The National Crowdfunding Association of Canada (NCFA 
Canada) is a newly formed Canadian non-profit organization 
created to fill a need to unify a crowdfunding voice of the 
various industry groups, associations and affiliations into 
a single national organization and to provide a forum and 
network for all businesses, industries and stakeholders across 
Canada interested in crowdfunding.

Internationally, forms of crowdfunding including donation, 
pre-purchase, lending and equity-based models have already 
been legally permitted in countries such as Australia, the UK 
and Europe. On April 5, the JOBS Act (Jump Start on Business 
Start-Ups Act) was approved in the United States paving the 
way for businesses to legally raise funds from the general 
public over the internet via crowdfunding portals (CFPs).

The crowdfunding industry is exploding with entrepreneurs, 
investors, portal operators, third party service providers 
and experts from around the world who are all jockeying for 
position to take advantage of a promising and brand new 
fundraising channel for small to medium sized enterprises 
(SMEs) and creative or social projects. In 2011, the worldwide 
crowdfunding industry facilitated over one million successful 
fundraising campaign offerings equivalent to $1.5 billion 
dollars. As of May 2012, globally there were a total of 452 CFPs 
with analysts projecting the crowdfunding industry to be worth 
$2.86 billion by the end of 2012, according to Massolution’s 
industry report released in April of this year.

“The crowdfunding revolution is picking up steam in Canada, 
and it’s time to get on board”, said Craig Asano, Founder and 
Executive Director of NCFA Canada. Asano further states that 
“Without a vibrant and dynamic ‘made in Canada’ crowdfunding 
solution, we risk losing many of our brightest and best minds 
to the US and other countries and our economy will suffer as a 
result. Entrepreneurs are the grassroots lifeblood of Canada’s 
economy and they play a pivotal role in a much larger capital 
formation eco-system.”

Initially, NCFA Canada’s focus will be:(1) educating businesses, 
entrepreneurs, investors, the public, media and regulatory 
bodies on crowdfunding trends, initiatives, regulations 
and emerging best practices; (2) developing programs to 
assist, educate and support crowdfunding communities 

through webinars, conferences and events; (3) educating its 
members and the public in identifying and reporting fraud 
in the crowdfundingb industry; (4) providing networking 
opportunities to connect with crowdfunding professionals in 
the industry; and (5) advocating for the growth of a collaborative 
and dynamic crowdfunding industry in Canada.

“Collectively, we need to increase Canada’s ability to fund 
innovation, said Marty Gunderson of Gunderson and 
Associates, a member of the NCFA Canada Board of Directors. 
“This is about economic freedom – freeing Canadians to 
invest in projects and businesses that they believe in. While 
crowdfunding may not have all the answers, it’s a sign of hope 
and by all measures of success, strongly supported by local 
communities, organizations and industry.”

Asano said, “One of our challenges is to help demystify 
exactly what crowdfunding is for the benefit of the general 
public, prospective investors, SMEs and all other interested 
organizations. The NCFA Canada is looking to host its first 
crowdfunding event in Toronto early in 2013, bringing industry 
and legal experts to talk about best practices, regulation issues, 
risks, latest trends and up-and-coming initiatives.”

About the National Crowdfunding Association of Canada 
The National Crowdfunding Association of Canada (NCFA) 
was newly formed in September 2012, to fill a need to unify 
a national crowdfunding voice for all industries, stakeholders, 
and associations in Canada. The NCFA offers its members 
advocacy, education, support and the ability to network and 
connect with leaders in the crowdfunding space enabling 
them to plug into a ‘National Crowd’ and remain informed in an 
exciting and rapidly evolving industry. The NCFA Canada holds 
an independent position with membership open to the general 
public including interested parties such as entrepreneurs, 
investors, lawyers, technologists, financial advisors, regulators, 
educators, students and media professionals. For more 
information please visit www.ncfacanada.org.

Source: NCFA Canada

For more information please contact:

Craig Asano
National Crowdfunding Association of Canada
Executive Director
(416) 618-0254
www.ncfacanada.org
casano@ncfacanada.org

Media Alert: Attention News Editors
Release Date: October 22, 2012

MediaRelease.ca
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If you’ve struggled to make sense of the ongoing European 
debt debacle, you’re not alone.  It’s difficult to even keep track 
of all the pieces of this financial Rube Goldberg puzzle, let 
alone understand how they can influence one another. 
Though new aspects of the situation seem to crop up every 
month, here are some of the most common factors that either 
reflect or affect sentiment about what’s happening in Europe.   
Knowing about them might help you understand why markets 
react to a seemingly obscure headline.  After all, one of the 
few things that almost everyone seems to agree on is that the 
situation isn’t likely to be solved overnight. 
Take an interest in interest rates

Interest rates on sovereign debt are perhaps the most closely 
watched indicator.  When demand for a country’s bonds is 
low because investors are concerned about the possibility 
that they might not be repaid in full and on time, that country 
must offer a higher interest rate in order to borrow money to 
finance its day-to-day operations.

Interest rates become particularly worrisome when they reach 
or exceed 7%.  That’s the level that prompted Greece, Ireland, 
Italy and Portugal to seek bailouts from their European peers 
and it is widely seen as unsustainable.  When a country must 
pay that much simply to service its debt, investors become 
concerned that high borrowing costs will make a country’s 
financial situation even worse.

Watch credit ratings

Troubled European countries are struggling to deal with a 
devilish Catch-22.  In many cases, unsustainable debt burdens 
have led to stringent austerity measures.  However such 
measures can also hamper economic growth, which reduces 
tax revenue and potentially increases deficits.  Higher deficits 
can lead to a lower credit rating and that in turn can mean 
higher borrowing costs, bringing on the problems discussed 
above and potentially launching a new downward economic 
cycle.  Thus, a downgrade to a country’s credit rating tends to 
raise concerns.

However, investor reaction also can be unpredictable.  For 
example, Standard & Poor’s January 2012 downgrade of nine 
sovereign nations and the European Financial Stability Fund 
was largely met with a shrug by investors.  There’s been so 
much pessimism about Europe for so long that in some cases, 
markets may already have priced in much of the bad news.

Monitor credit default swap costs

A credit default swap (CDS) is a form of insurance against the 
possibility that a bond issuer might default or fail to make 
a payment on its obligations.  Bondholders buy a CDS from 
a financial institution or insurance company that promises 
to reimburse the bondholder for any losses sustained in the 
event of a default.  The cost of that insurance is seen as a proxy 
for the perceived risk involved in investing in a particular 
country’s bonds.  The higher the cost of a CDS on, say, Italian 
sovereign debt, the greater the anxiety about whether the 
bond issuer will default and the CDS issuer will have to pay.

Follow the money

To prevent credit markets from seizing up, the European 
Central Bank, in late 2011, provided almost €500 billion in 
three-year loans to European banks, making it easier for them 
to refinance their own debt.  The level of borrowing at the 
ECB is seen as one indicator of how banks are being affected 
by their holdings of sovereign debt.  The greater the need to 
borrow from the ECB, the greater the banks’ perceived level of 
vulnerability.

Bailouts: Nein nein nein?

North American voters aren’t the only ones who are sensitive 
about bailouts; so are Germans. As Europe’s most powerful 
economy and the one with the best credit rating, Germany is 
the tent-pole upon which European financial stability hangs.  
However, by the end of 2011, the German economy had 
begun to slow.  Any indications that economic pressure could 
threaten Germany’s ability and willingness to remain strong in 
its support of the Eurozone can spook anxious investors. 

How To Track Europe
Market-Moving Indicators for Monitoring Europe

Written by Guy Conger
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Canada is a safe place to invest relative to other regions in the 
world. Unfortunately, the resulting flow of investment money 
into Canada only makes things more difficult for domestic, 
income-oriented investors who are also looking for safety. 
Hence there is a strong need for income-oriented investors to 
start looking at alternatives. 

Cash and cash equivalent products, government bonds 
and GICs are relatively well-known alternatives. Newer cash 
equivalent options include “investment savings accounts” 
offered by retail investment advisors. These are purchased in 
the same way you buy a mutual fund. Interest is calculated 
daily, paid monthly or at sale, and the interest can be 
reinvested. For the right investors though, I prefer corporate 
bonds. Corporations usually set out to make money – not 
always the case in government – and a lot of times corporate 
bonds are just as safe as government issues.  

There are different ways to access and buy fixed income 
alternatives, but there are barriers to this way of investing as 
well.  Unlike stocks, research on bonds and preferred shares is 
extremely difficult to obtain if you’re not aligned with the right 
firm. Fixed income is not as lucrative, and firms tend to push 
people towards activity-driven products, instead of these buy-
and-hold offerings. 

Product inventory or availability, along with much higher costs 
at certain institutions, are other challenges. Most investors 
won’t even know when a new bond comes to market. 
Psychologically too, the bond market is misunderstood and 
underappreciated, in part because people don’t believe 

that bonds provide favorable returns. People want to hit a 
homerun, but there is no real homerun, so to speak, when 
it comes to bond investing. You will have a better chance to 
win the game 90% of the time, however, if you keep hitting 
singles. 

Things to consider
Your own risk tolerance is a big factor to consider. Although 
corporate bonds are good assets to hold investors will still 
need to be able to tolerate some fluctuations. Your unique tax 
needs, and your individual time horizons should also be taken 
into account. 

To help you make sense of it all, I invite you to subscribe to 
our free bi-weekly newsletter and visit our website: www.
thermgroup.ca.

Stephane Ruah is Director, Wealth Management and Investment 
Advisor at Richardson GMP Limited, Canada’s largest independent 
wealth management firm. He provides exclusive and innovative 
investment services to successful families and entrepreneurs and can 
be reached at 514.288.4018 or Stephane.Ruah@RichardsonGMP.com.  

The opinions expressed in this report are the opinions of the 
author and readers should not assume they reflect the opinions or 
recommendations of Richardson GMP Limited or its affiliates.

Richardson GMP Limited, Member Canadian Investor Protection 
Fund. Richardson is a trade-mark of James Richardson & Sons, 
Limited. GMP is a registered trade-mark of GMP Securities L.P.  
Both used under license by Richardson GMP Limited.    

Fixed income alternatives
Stephane Ruah
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Insurance is not a new concept – it goes back to ancient 
Greek and Roman times.  In the 1400s, insurance came to 
Europe in the form of “tontines” – this was an assessment 
process amongst people in a village or area when one of their 
members was sick, injured or died.

It started to expand beyond that in the latter part of the 1800s 
with the advent of insurance on people, buildings and cargo 

shipped around the world.  This took place first in England 
and Europe before expanding to North America, Asia and the 
rest of the world as nations continued to grow and develop.  
Lloyds of London is probably the single most well-known 
insurance group in the world.

Insuring people – and their lives and lifestyle.  We all face 
risks every day – loss of life, disability resulting from illness 

Sounds like a simple question – and it is!  All types of insurance 
have a basic premise in common – they all provide financial 
compensation in the event of serious or catastrophic loss.  
Insurance falls into 3 main categories – insuring people, 
insuring property and insuring against liability claims.

WHAT IS INSURANCE?
By James Dean



Send it Back
If it doesn’t sizzleIf it doesn’t sizzle

Prime corn-fed beef, broiled to perfection 
at 1800 degrees and served sizzling.
Dinner 7 Nights... Come Hungry!

Toronto
Hilton Toronto Hotel

416.955.1455

Mississauga
77 City Centre Drive
905.897.8555

w w w . r u t h s c h r i s . c a

 Private Dining Available
 email privatedining@ruthschris.ca
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or accident, significant costs as a result of a life-threatening 
illness or accident and the risk of needing financial assistance 
for personal or healthcare in our later years.  People also face 
needs for other types of personal insurance such as medical 
and dental coverage – for themselves and their families.  
“People” insurance (more commonly referred to as life 
insurance) is sold only through licensed advisors – sometimes 
called agents or brokers.  They are licensed by their respective 
Insurance Councils – one in each Province and Territory.  They 
have to pass extensive exams and are required to complete 
many hours of continuing education each year to ensure their 
knowledge remains current.

Some types available are whole life, term, universal life, 
disability income and critical illness insurance, long-term 
care, medical and dental coverage, travel insurance, family 
insurance and accident insurance.  For most of these types 
of insurance, your current health is the major factor used to 
determine your eligibility for coverage along with personal 
habits such as use of tobacco or nicotine products, driving 
habits, recreational activities, use of alcohol and other drugs 
and personal circumstances.  Your age is a primary rate 
determinant as you would expect – along with your sex – the 
younger you are when you purchase coverage, the less it 
will cost.  Your occupation may also impact the cost of these 
insurance products.

Each type of insurance serves a different purpose – one is 
not better than another, they do different things and solve 
different problems.   A well-trained and experienced advisor 
is the key to getting the correct product or products for your 
unique situation.  You can check on your Provincial Insurance 
Council website to find a list of licensed advisors – you can 
also search for advisors via services such as ADVOCIS – The 
Financial Advisors Association of Canada at www.advocis.ca  
or the Independent Insurance Brokers of Canada at www.ifbc.
ca.  There are other associations as well that you can locate 
through your chosen search engine. 

Insuring property against loss due to accidents, fire, theft, 
acts of God, flooding – often called general insurance, is sold 
by General Insurance agents or brokers.  They also have to 
pass an extensive series of exams and are separately licensed 
specifically for these types of insurance by their respective 
Provincial or Territorial Insurance Councils.  Continuing 
education is also required of these professionals.  The 
insurance they sell covers items such as motor vehicles, boats, 
homes, condominiums, townhouses, cottages, contents, 
computers, jewelry, pieces of art, clothing, furniture, business 
buildings, equipment, supplies etc.

Terms such a Broad Form, Comprehensive coverage, auto 
insurance, tenant’s and homeowners’ insurance are common.

If you are a person with lots of “toys” – electronic or otherwise, 
it is important to provide your general insurance agent with 
full details, including their value.  If this information is not kept 
current, you risk having little or no insurance in the event of a 
claim.  This same caution applies to valuable jewelry, pieces of 
art or other collectibles – and any improvements or upgrades 
you perform to your residence or business over time.

Where you live, your personal habits (such as smoking), fire 
and alarm detection systems, value of the premises and 
contents, number and age of residents, number of employees, 
etc., are all very important factors in determining your 
eligibility for coverage and its cost.

Insurance against liability claims is really a sub-set of General 
Insurance – claims made by injured parties from events such 
as car accidents, falling in a home or place of business, the 
sale of defective products and other items such as food or 
medication, etc.  Other risks include professional liability for 
occupations such as lawyers, doctors, dentists, accountants, 
financial advisors, insurance agents and brokers.  Market size, 
amounts of coverage required, type of product or service 
provided are all key factors used to determine cost.

Insurance companies are either federally or provincially 
chartered and the respective governments set standards 
for how they must operate, including ensuring that large 
financial reserves are always available to meet their claims 
responsibilities.

To locate a qualified general insurance broker or agent, 
you can search through the website of the Insurance 
Brokers Association of Canada – www.ibac.ca – or use 
your favorite search engine.

Alphabet Soup – the entire financial services industry loves 
initials – and they can be confusing.  Here are some of the 
designations you would look for in a professional advisor.

Life Insurance:

CLU – Chartered Life Underwriter
CHS – Certified Health Insurance Underwriter
FLMI – Fellow of the Life Management Institute
CFP – Certified Financial Planner
CH.F.C. – Chartered Financial Consultant
TEP – Trust and Estate Practitioner
General Insurance:
CIP – Chartered Insurance Professional
CRM – Certified Risk Manager
CCIB – Canadian Certified Insurance Broker 
CAIB – Canadian Accredited Insurance Broker
GPIB – Canadian Professional Insurance Broker   
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The topic we all love to hate – income taxes – Federal, 
Provincial or Territorial (plus non-resident taxes for non-
Canadians who hold Canadian assets and investments and 
expat taxes for snowbirds)!

To answer the lead question – we don’t HAVE to pay – as long 
as are prepared to accept the consequences!  Assuming most 
people want to be free to live in their own homes and travel 
knowing they will be welcome to return, then taxes have to  
be paid.

For this commentary, I will focus on personal income taxes 
as they apply to the vast majority of Canadian tax-payers.  
Non-Canadian and expat Canadians have special issues and 
their returns tend to be considerably more complicated – if 
you fall into one of these categories, I strongly recommend 
that you consult a Chartered Accountant or Certified General 
Accountant in Canada and a Certified Public Accountant in  

the  
Excited 
States{intentional} or 
a recognized and accredited 
accounting professional where you reside 
or stay in your snowbird role.

I prepare a significant number of personal tax returns each 
year – and the number increases constantly as more people 
become frustrated at the increasing complexity of our income 
tax system.  Compared to our southern neighbours, the same 
tax-payer in Canada would have an average of about 18 
pages to their return while in the US (both state and federal 
combined) would total no more than 6 pages {yes, I also do US 

To pay or not to pay?  
That is the question!
Written by Ian R. Whiting
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returns for some Canadians with investments and/or property 
down south}.  Please be assured, this is NOT saying that the US 
income tax system is better than the Canadian version – but it 
is significantly less complex.

CRA has made important strides to try and make things 
easier for many tax-filers.  E-file and Netfile are now available 
to a significant number of people here – it is all on-line, fully 
secure and you can do it yourself in most cases.  This service 
is currently free (I hope it stays that way too!) and refunds 
generally arrive back within 2 weeks – pretty good service.   
To use E-file or Netfile, you need to wait until you are sure  
that you have received all of your tax slips – from employment, 
pensions, RRSPs, RRIFs, other investments, banks/trust 
companies/credit unions/insurance companies, charitable 
receipts, safety deposit box receipt, public transit receipts, 
EI, Children’s Tax Benefit, Universal Child Care Benefits, other 
social assistance payments and eligible medical/prescription 
receipts are the most common.  Waiting until the third-week  
of March is the best bet – some businesses and charities can 
be very slow to mail their slips and receipts – better to wait 
and be sure you have them all rather than rush things!

Even with the comparative simplicity of E-file, Netfile and 
other commercially available tax software, many people find 
themselves too intimidated to even attempt to use them – 
and I can understand their feelings!  Some people are still very 
leery about internet security – and with good reason given all 
of the press that abounds relating to hacking and breaches to 
even high-level and well-secured government websites and 
computer systems.

All of these issues combine to make tax preparation a growing 
industry – albeit I think for the wrong reasons!  But I digress.

If you decide to seek outside assistance, you will need all 
of the above information plus your own personal details 
and those for all members of your family including SINs for 
children if you have them available.  If you have children/
teenagers, then additional information such as childcare costs, 
education expenses and receipts, fitness expenses will also be 
required.  Most professional preparers have a checklist they 
can mail or email to you that covers everything so you don’t 
waste time.  All preparers charge a fee and it is normally based 
on the time it takes them to complete your return – the better 
organised you are, the lower will be the fee – if they have to 
sort through a show-box or grocery bag – they will charge  
you for their time – as they should!

If you operate a business or have rental income, then much 
more information will be required.  For sole proprietors, self-
employed individuals and partners, a detailed accounting 
of all income, business expenses (including equipment 
purchases and leases) is required plus a log of automobile 
mileage and expenses including gas, repairs, insurance, 
business parking, carwashes, the lease contract or purchase 

contract will also be needed.  Again, most preparers have  
a checklist you can use.

For those people who own investment real estate (including 
those with “mortgage helpers” in the basement – whether 
or not they are relatives!) will need property tax statements, 
property assessments, purchase agreements, rental 
agreements, utility costs, insurance, etc.

It is not possible in this short review to cover all eventualities – 
if you have concerns, contact a well-qualified preparer – your 
friends may be able to recommend someone or you can do 
your own searching in the yellow pages or on line – but make 
sure you are satisfied with their qualifications and service 
they provide before you hand over everything.  Also ask if 
their service and fee includes working with you to resolve any 
questions (within reason of course) that CRA may have – but 
remember, regardless of whether or not you have someone 
else prepare the return, YOU are legally responsible for the 
content and it is YOU that will pay the price for failing to 
provide accurate or complete information – NOT the preparer!

As most people know, ours is a “progressive” tax system – 
which means that the rate of tax increases (progresses) as our 
income increases.  Federally, we currently “enjoy” 4 tax rates 
above a minimum income threshold – 15%, 22%, 26% and 
the top bracket is 29%.  People with taxable incomes below 
the threshold pay no Federal Income Tax.  Once we have 
done the Federal side of things, we come to the Provincial or 
Territorial part of the number-crunching.  With the exception 
of our friends in Québec, Federal and Provincial/Territorial 
Returns are all filed with CRA who sends money out to the 
respect provinces and territories as returns are received.  For 
Québecers, they file their Federal return with the CRA and a 
separate Provincial return directly to Revenu Québec.

Items such as personal exemptions, tax credits etc. vary from 
province to province and territory to territory and can raise the 
top tax bracket close to 50% in some jurisdictions – and this 
can change at any time.  Every time the Federal Minister  
of Finance or the Provincial/Territorial counterparts stand up in 
Parliament or the Legislature, pay close attention, something 
will happen that WILL affect you in some manner. 
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As a result of my last blog, I received some questions about 
loyalty programs and points and their true costs – including 
some from my nephew Derek.

Points, miles or whatever, they all have a value – so 
somewhere money is changing hands – and the only source is 
consumers – all of us – whether or not we collect points/miles 
or whatever, we are paying something towards the prizes or 
awards that are claimed.  In order not to offend any vendor or 
card company, I will use the name MERCHANT for the store/
business/retailer or restaurant, POINTSPLUS as the name of 
the program and C-CARD for the credit card that may be used.

MERCHANT hopes to increase repeat purchasing in their 
business.  They decide to have a business relationship with 
POINTSPLUS.  POINTSPLUS says happy to have you on board, 
here are the costs.  For your customers to get 100 points  you 
have to generate enough revenue to send to POINTSPLUS a 
total of $1000 plus a handling fee of 20% – so 100 points to 
the customer means it will cost you $1200.00.   PP will do all 
administration, redemption etc.  So now MERCHANT has to 
figure out how many points to allocate for each $1.00 spent in 
their business.  If MERCHANT decides to add 2% to all prices, 
then 2% divided by $1200 means MERCHANT will need to 
add approximately 1.6 cents – call it 2 cents to every item sold 
and for every $60000 in gross revenue, MERCHANT will have 
collected $1200 in extra revenue.  Doesn’t sound like much 
but they charge this extra cost to every customer – whether or 
not they collect POINTSPLUS – everyone pays it on every item.

Now for the C-CARD costs. C-CARD has 3 kinds of cards – 
Bronze, Silver and Gold.  Bronze is just a simple charge card 
– nothing extra included.  Silver allows cardholders to collect 
flyer miles at the rate of 100 miles for each $1200 spent and 
Gold gives cardholders flyer miles plus automatic rental 
car insurance and lost luggage insurance.  C-CARD charges 
MERCHANT a percentage of sales charged at 3 different rates 
depending on which version of card a customer uses.  Bronze 
cards result in a charge of 1.5% to MERCHANT, Silver cards are 
3.7% and Gold card use results in a charge of 4.7%.

MERCHANT knows they are not allowed to charge users of 
the different cards a different price, and the C-CARD user 
agreement doesn’t allow MERCHANT to give customers a 
discount if they pay cash, so MERCHANT has to add another 
4.7% – to cover their maximum cost – to EVERY item they sell!!

So the POINTSPLUS loyalty program adds 2 cents to 
everything and C-CARD adds 4.7% then the merchant needs 
to add at least another 1% to cover their additional costs of 
trying to administer all of this internally on their books – so 
now it is 2 cents plus 5.7% – to ALL customers whether or not 
the use any credit card at all or they belong to POINTSPLUS.

Remember in-house programs and charge cards (usually from 
department stores) work exactly the same way!!

Hope this clarifies things and remember, There Ain’t No Such 
Thing As A Free Lunch!! Cheers 

Loyalty points, reward programs 
and credit cards revisited!

Written by Ian Whiting
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Phasing the $20 Polymer 
Notes into Your Wallet

In a few weeks’ time, Canada’s new $20 polymer bill will hit the 
street. In the days that follow, when you step up to an ABM, 
you may expect to withdraw brand new $20 notes, although 
current paper notes will continue to circulate for some time.

Mass Volume 
The Bank of Canada will begin issuing the new $20 note in 
November. The $100 and $50 notes are already out, but it is 
with the introduction of the $20 that many Canadians will 
really begin to see polymer notes in their wallets.

Canada’s cash fl ow is a sea of green. The $20 bill accounts 
for about half of all bank notes circulating in Canada, so 
the transition to the 
polymer $20s won’t 
happen overnight. 
With 800 million $20s 
currently in circulation, 
the Bank will phase  
in the new polymer $20 
notes on a gradual basis.

Ready for Polymer? 
The $100 and $50 
combine for about 30 
per cent of all circulating 
notes. Issuing these 
notes fi rst and starting ‘small’ (with notes that are handled 
less frequently and have less of an impact on the cash system) 
gives businesses time to adjust and gradually adapt their 
machines to accept and process polymer notes.

Much work goes on behind the scenes before a new series  
of bank notes is issued into circulation. 

There are roughly half a million cash-handling machines 
in Canada. As was the case when the current paper notes 
were introduced, many will need to be upgraded or possibly 
replaced so that they can accept and dispense polymer notes. 

The equipment manufacturers and owners have a pivotal  
role to play so that come issue day, their machines count, 
accept and dispense the new notes. 

Think of all the different types of machines that process cash:

ABMs, self-serve kiosks, transit and vending machines, bank 
note counters, not to mention the high-speed processing 
machines used in the banking industry. 

All that groundwork for equipment adaptations is years in 
the making—three years to be precise. Since 2009, the Bank 
has been working with a great number of manufacturers 
and Canadian fi nancial institutions to facilitate the transition 

to polymer notes. 
Because of their role, 
manufacturers get 
more than a sneak 
peek at the new 
notes. The central 
bank provides them 
with early access to 
information and test 
notes long before 
they hit the street. 
With the $20 about 
to begin circulating, 

and the $10 and $5 still to come by the end of 2013, most 
manufacturers have already indicated that the equipment 
they supply to the Canadian market is polymer-compatible.

But it may take some machines a bit more time before 
they can accept and dispense the new notes. Upgrades are 
ultimately a business decision that only equipment owners 
can make. But for the most part, Canada is ready to go.

What all this means is new, more secure, cost-effective and 
longer-lasting bank notes that Canadians will be able to spend 
with confi dence for years to come. Bring on the green! 
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Retirement can, and should be, an exciting event.  After years 
of saving and hard work it is good to know that we can retire 
comfortably and with an enjoyable lifestyle.  After all that hard 
work and prudent financial management ,we should be able 
to enjoy productive and rewarding “golden years.”

Proper retirement planning will ensure all contingencies are 
covered to ensure lifetime income-income needs, lifestyle, 
inflation protection, health and long term care needs.  But one 
item which is often overlooked is Estate Shrinkage that may 
take place at the time of retirement.  Let’s consider a 65 year 
old retiring after many long years of service with his employer.  
He is a member of a Defined Contribution (Money Purchase) 
Pension Plan and has Group Life Insurance, for say $200,000.

Using today’s annuity rates let’s assume our new retiree has 
enough in the pension plan (about $495,000) to provide 
himself with an annual pension of about $32,000 (plus his 
CPP and OAS and any other income he may have).  But 
he is married so at least 60% of the pension income must 
continue to his wife for her lifetime if he dies first.  There are 
other options available but let’s assume they elect the 60% 
survivor benefit.  The initial income would be about $28,000 
(a reduction of about 12.5%) and should our retiree die before 
his wife, her income would then be about $16,800.

So what happens to Estate Values if our retiree dies one 
day before retirement compared to dying one day after 
retirement?  The day before retirement the value in his Money 
Purchase Pension Plan would be about $495,000 and his 
Group Life Insurance benefit would be $200,000.  The total 
estate value from these sources would be about $695,000.

Under most Group Plans the Life Insurance terminates at 
retirement.  So our retiree would no longer be insured for 
the $200,000 after retirement.  While it would have taken 
about $495,000 to purchase the original pension, the amount 
needed to simply purchase the 60% pension continuation for 
the widow would have only been about $286,000.

So the total Estate Value the day after retirement is about 
$286,000 which is over $400,000 less that dying one day 
before retirement!  That’s Estate Shrinkage!

How do you protect against this?  Proper long term planning 
would include a personal retirement savings program in 
addition to the pension plan that would ensure a lifetime 
income at the desired level for both the retiree and his wife.  
Permanent low cost life insurance (preferably purchased when 
the retiree was much younger so the cost is lower) will help 
replace any lost estate value and help to maximize retirement 
income and security for both. 

Estate Shrinkage at Retirement
Written by Gordon Brock - InvestInsure Group, Markham, Ontario
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The Web has become a prime source of information for 
investors to help make serious investment decisions.  In 
particular, the Investor Relations (IR) sections of corporate 
websites contain much of the information needed to make  
a decision to invest, to hold or to sell.

At one time, printed annual reports were the primary source 
of information for investors, analysts and other intermediaries.  
But now, although they are still being used, they have been 
replaced by the Web.  The reason is that the annual (and 
interim) reports are always included in the websites, but 
there is a lot more information there than ever before, which 
amplifies and complements the formal reports.  And the 
information is a lot more accessible, usable and varied.

But now investors have a quandary.  With all this rich 
information with which to work, how do they avoid getting 
lost in all that detail?  What should they look for?  What is the 
most important information?  How do they use it?

The most obvious information is usually heavily reported 
in the press.  This includes net earnings, earnings per share, 
dividends paid and the dividend yield.  But that’s only the 
tip of the iceberg.  What you really want to know is how 
sustainable are these earnings and whether they are heading 
up or down in future periods.  These are broad issues and 
involve tying together a range of information in making 
decisions.

Companies have been working hard to improve their IR 
websites to help investors deal with these challenges.   

They try to make their sites friendly, informative and easy 
to navigate.  Many have also been innovative in presenting 
information to investors in new and innovative ways. For 
example, the Data Tool in the site for Potash Corporation, one 
of the leaders in financial reporting, represents a recognition 
that investors want to have data they can download and 
analyze on their own terms.  Other leading companies like 
Agnico-Eagle are doing the same.

At the beginning of the IR section, most companies have a 
series of key performance indicators.  Often these indicators 
are unique to their industry and can help to provide a 
roadmap to the investor’s investigation.  Sections like the 
CEO’s Report often speak to significant changes in these 
indicators.  Of course, the financial statements are crucial and 
deserve a thorough reading.  Many of the companies provide 
them in HTML format.  The advantage of this, as opposed to 
the provision of PDF versions, is that individual items can be 
linked to relevant notes to the financial statements and the 
MD&A, which provide more explanation of the changes in the 
numbers and, in the case of the MD&A, more forward looking 
information to help in making judgments about the future.  
Most of the websites also include the proceedings of analyst 
conference calls, which often provide timely and relevant 
information about recent results and plans for the future.

Drilling down is a fundamental characteristic of the Web 
and drilling down from the key indicators to the detailed 
information that helps to explain them is a logical and 
effective means of investment analysis. 

Why the Web is Good for Investors
Written by Gerald Trites, FCA
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