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In the face of volatile 3
savvy investors are shifting -

nd u

ncertain markets,
0 strategies that

offer both safe harbour and the flexibility to
seize potential opportunities when they rise.

arkets love certainty,
M the adage goes — and

rarely has certainty
been so palpably absent from
global markets. But in times of
crisis, there is always opportu-
nity, and veteran market
watchers are positioned to cap-
italize on behalf of their clients.

Martin Brookes, product
specialist at Canadian Wealth
Management in Calgary, says,
“There are four methods for
dealing with volatile markets,
starting with the use of struc-
tured products or risk control.
Many of our client portfolios
include absolute return portfo-
lios that use hedged invest-
ments, with long and short
positions, and which may in
fact see higher returns as
volatility increases. Highly
diversified portfolios mitigate
volatility, as does the tried
and true strategy of retrench-
ing to more conservative asset
classes.”

As difficult as the theory
may be to apply, investors
who prosper the most are gen-
erally those who can take a
deep breath and buy stocks
when they’re on sale, says
Murray Leith, CFA, vice presi-
dent and director, investment
research at Odlum Brown in
Vancouver. “Volatile’ is indus-
try code for falling asset prices.
Stock markets around the
world are beaten up and
cheap. The near-term econom-
ic outlook is cloudy, but that is
precisely what makes stocks
attractively priced.”

In all markets, discipline
results in better returns. “Be a

buyer of assets, not a seller,”
says Mr. Leith. “Stick to high-

quality companies, with solid
business franchises and strong
balance sheets, and favour less
cyclical stocks (consumer sta-
ples, health care, financials)
over those that are more cycli-
cal (energy and materials).”
“Clients are looking for
advice and reassurance that
their advisor understands their
specific needs and is focused

Technology, education, service models

Advisors redefine offerings to meet evolving needs

of the financial advisor has

evolved to meet the needs
of a changing population and a
new investment landscape.
Now on the cusp of the largest
inter-generational wealth trans-
fer of all time, advisors contin-
ue to redefine their business
models.

Patrick Floreani, CFA,
chief investment officer, Cana-
dian Wealth Management
(CWM) in Calgary, says,
“Advisors often focus on one
generation, which can be a
mistake. You may end up
making investment decisions
beneficial to one generation
but not necessarily beneficial
to their heirs.

“As wealth passes from
one generation, the next gen-
eration may have no under-
standing of the tax and invest-
ment situation. Our aim is a
truly family-driven process,

I n the past decade, the role
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Top advisors Geoff MacPherson and Rupert Hamilton
offer timely guidance.

INSIDE

Advisors are
redesigning their
business models
to meet the
challenge of an
unprecedented
wealth transfer.

on protecting and growing
their portfolio. When the mar-
ket sells off, people generally
feel it will go down forever;
when it goes up, they tend to
feel it will continue to go up
forever — and that’s where an
advisor can help provide per-
spective,” says Paul Azeff,
investment advisor and first
vice president with CIBC

and that has to be built on the
foundation of a long-term trust
relationship.

Opver the last decade, says
Allan Fenerdjian, first vice
president and investment
advisor at Richardson Part-
ners Financial Limited in
Montreal, the role of the advi-
sor has expanded from trans-
action fulfilment to invest-
ment advice, to a much more
holistic approach. “Clients
now want to understand how
individual recommendations
will impact their short-term
and long-term objectives, and
to be assured that we have a
better understanding of their
family financial situation.”

Advisors are also expand-
ing their knowledge base
through educational programs
and designations. There was a
time when an advisor was
really just a broker, says
Charles Coulson, CFA, invest-

Wood Gundy.

“One of the best perform-
ing asset classes recently has
been U.S. treasury bonds, and
there is logic in that — the
treasuries have benefited from
both the move to quality and
lower inflation/interest rate
expectations. For Canadians,
there has been an additional
benefit from the rising U.S.

ment advisor and first vice
president, CIBC Wood
Gundy, but over the years,
the role has expanded to
include all aspects of financial
planning.
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dollar. Investors know that
when they buy these bonds
their worst-case scenario is
holding until maturity.
Canadian investors are in
an advantageous position to
diversify outside of the
resource-rich Canadian stock
market, say Mr. Leith, taking
advantage of the still relatively
high Canadian dollar. “Our

“We want to deliver the
very best advice to our
clients, and I knew the Char-
tered Financial Analyst pro-
gram designation, a three-
year program, would allow

When it comes to advice, clarity counts

While the role of the advisor is constantly evolving to meet the
evolving needs of the client, there are important elements in the
client/advisor relationship that remain consistently important,
says Tom Hamza, president of the Investor Education Fund (inve-

stored.ca).

“The advisor’s job is to bring clarity to even complex issues.
Investors owe it to themselves to keep asking the simple, seem-
ingly dumb questions until they feel comfortable.”

Further, says Mr. Hamza, it is essential to track total annual
portfolio returns relative to the markets. “It is amazing how many
investors don't know how their investments have fared over one,

three and five years.”

market is nearly 50 per cent
cyclical resources stock, stocks
that will struggle as global
growth decelerates. Large capi-
talization U.S. stocks are likely
to lead going forward — busi-
nesses that have strong fran-
chises, strong balance sheets,
are extremely profitable and
well positioned for growth,
with significant international
exposure.”

One risk management strat-
egy is equally effective in both
bear and bull markets, says Mr.
Azeft: investing in companies
that have a simple, profitable
business model. “When I rec-
ommend stocks to my clients,
we can analyze pullbacks in the
market to decide if they are
buying opportunities. We keep
things simple, and that means
that clients are a lot more com-
fortable.”

In the markets as in life, a
wider view provides a more
stable perspective. “Virtually
every investment firm will tell
you that building a highly
diversified portfolio is the key
to reducing volatility,” says
Mr. Brookes. “The problem is
that in Canada, ‘highly diversi-
fied portfolio’ generally means
Canadian and North Ameri-
can equities, and a few Cana-
dian bonds.”

For diversification to be
effective, he says, global
bonds, global equities, hedge
funds, real estate and other
key sectors need to be consid-
ered. “Yes, market conditions
are volatile — but if you have a
good investment strategy, you
can begin to profit from that
volatility, and massively
reduce your risk.” [ |

me to be the best possible
asset manager. It’s not just the
content, process and educa-
tion — from the clients’ per-
spective, it also brings a cer-
tain level of comfort. They
know I've been through a rig-
orous training program and I
have the tools and knowledge
to provide strong advice.”
While the demands upon
advisors have increased expo-
nentially, technology has
made it more possible to meet
those demands. “As our clients
become more comfortable
with new technologies, they
expect us to at least be at their
pace, in both content and
medium. We’re no longer the
gatekeeper of information, as
was once the case, so it is
essential we be up to speed on
any changes. Our technology
service provider, Croesus

See Advisor IIAC3

lan C.W. Russell, President and CEO, Investment Industry Association of Canada,
presents an expert view of the evolving world of wealth management services.
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Sound advice

Top advisors advocate discipline and a long-term approach

ore and more Canadi-
M ans are being forced

to build and manage
their own retirement savings
plans due to fewer defined
benefit pension plans, says
Geoff MacPherson, a financial
advisor with Edward Jones in
Newmarket, Ontario. “Low
returns on guaranteed invest-

ments such as GICs are mak-
ing it difficult to save enough
money for retirement, and
we’ve rarely seen equity mar-
kets as volatile.”

In the face of these forces,
he says, a disciplined
approach to investing is essen-
tial. “We feel that the best
strategy for the majority of

Canadians is to take a long-
term view with their invest-
ments; invest in quality within
a well-diversified portfolio,
and hold over the long term.”
In order to support clients
in these aims, Mr. MacPher-
son and his colleagues focus
on increased communication
and education. “Our firm con-

stantly reinvests in tools that
enable us to continue to assist
our clients with investment
education and financial plan-
ning.”

There is a broad aware-
ness, on the part of investors,
of the many new investment
vehicles on the market, he
says, but not necessarily a

broader understanding, which
makes the role of the advisor
even more vital. “There has
also been downward pressure
on fees, and we think that will
continue.”

In general, says Mr.
MacPherson, clients are look-
ing for advisors who are
knowledgeable, resourceful,
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TD Waterhouse Discount Brokerage.
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Better tools, better trades.

In times of market uncertainty, you want to have
confidence in your discount brokerage. That's why
more and more self-directed investors are switching
to TD Waterhouse Discount Brokerage. In addition
to low, flat fee pricing, you can expect:

B Customizable trading platforms with streaming
level Il quotes, dynamic account updating and
fast point-and-click order entry

B The most investment research offered by any

discount brokerage in Canada - to help make you

a better trader

B Advanced technical analysis tools with automated

pattern recognition, stock screeners and alerts —
SO you can spot opportunities as they happen

Maybe it’s time you traded up to Canada’s
#1 discount brokerage™. Try it for yourself with
a 30-day free trial of our research and tools.

FREE
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Geoff MacPherson, a financial
advisor with Edward Jones,
advocates a diversified portfo-
lio and a long-term approach.

transparent, caring, honest,
ethical — and who have strong
communication skills and a
client service-oriented prac-
tice. “The most important
choice facing individual
investors today is not the
investment products they’re
selecting, but identifying,
understanding and sticking
with a proven investing disci-
pline that is suitable for their
personality.” |

A disciplined
approach

upert Hamilton, an
R investment advisor with

TD Waterhouse Private
Investment Advice in Toronto,
came to Canada in 1994 after
completing a master’s degree
in international business at
University College Dublin’s
Smurfit School of Business.
Since then, in addition to his
distinguished career in finan-
cial services, he has served as
president of Special Olympics
Ontario, a board member of
the Sports Celebrities Festival
and the Ireland Canada Uni-
versity Foundation, and is an
active supporter of Toronto’s
Make-A-Wish Foundation.

The challenges facing

Canadian investors, says Mr.
Hamilton, must be met with a
disciplined approach to invest-
ing and financial planning.
“The low interest rate environ-
ment has many people search-
ing for higher yields. It is
incumbent upon investment
advisors to ensure our clients
understand that higher yields
are accompanied by higher

Rupert Hamilton, an invest-
ment advisor with TD Water-
house Private Investment
Advice, says communication
between client and advisor is
essential.

risk. We’ve just got to look at
the whole asset-backed com-
mercial paper event to under-
stand that no one gives away
higher yields — there’s always a
reason for it.”

As technology has
increased the amount of infor-
mation available to investors
and advisors, and the variety of
investment products has
increased exponentially, com-
munication between advisor
and client has become even
more important, says Mr.
Hamilton. “What hasn’t
changed is the fact that every
investment strategy should be
aligned with the client’s objec-
tives. From an advisor’s per-
spective, that’s our obligation
to our clients.”

The transition of wealth
that will take place over next
decade challenges advisors to
understand the lifestyle goals of
their clients as well as their
investment objectives and risk
tolerances. “Our role is to help
them plan and meet those
goals. It goes beyond just

investing.”
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Wealth management redefined

Clients demand a full menu of sophisticated services

By lan C.W. Russell

President and CEOQ, Investment
Industry Association of Canada

he wealth management
T business has seen several

years of rapid growth, a
trend that should accelerate as
baby boomers make the transi-
tion into retirement and shift
from a focus on savings and
investment products to greater
emphasis on sophisticated serv-
ices such as retirement and
estate planning. What will
firms have to do to ensure their
competitive position in this
growing industry?

Today’s wealth manage-
ment clients demand a com-
prehensive menu of advanced
services that address the widest
possible spectrum of financial
planning needs, from portfolio
construction and management
to business succession planning
and capital raising. Providing
this kind of all-embracing, inte-
grated service requires versatile
advisors with a wide range of
knowledge, and specialists who
can address unique needs.
Based on these strengths, large,
integrated, national firms that
have leveraged the advantages
of economies of scale, a wide
range of products and services,
and excellent training pro-
grams will probably continue
to maintain a leading position.

But there will also be an
important role for smaller
niche players. With their close
relationship with clients, they
are well positioned to provide
specialized services. In a busi-
ness that has become increas-
ingly complex because of more
sophisticated products — such
as managed products and dis-
cretionary managed accounts —
recent technological advances
have enabled small firms to
offset their traditional disad-
vantages in economies of scale
and access to products, utiliz-
ing sophisticated technology to
provide seamless service while
relying on carrying brokers to
provide the necessary settle-
ment technology.

In addition to the capacity
to access technology and the
ability to deliver first-rate
products in a cost-effective
way, successful firms have to
make it a priority to commu-
nicate with their clients, offer-
ing services through a variety

“There is no
substite for close
communication
with the client and
knowing the client’s
hopes and dreams
— especially when
that strength is bol-
stered by sophisti-
cated technolo-
gies..”

A longer-term perspective on global equity markets presents a
different picture than today’s headlines

As of September 17, 2008

Week Month YTD 1 Year 3 Year 5 Year
AEX, Amsterdam -9.37 -12.9 -30.8 -32.8 -10.3 6.6
All Ordinaries, Sydney -3.86 -53 -25.7 -23.2 6 43
BEL 20, Belgium -8.72 -9.5 -324 -34.8 -14.9 32.2
Bovespa, Brazil -4.86 -12.9 -26.1 -16.7 58.4 180.2
CAC - 40, Paris -6.62 -10.2 -28.7 -27.9 -11.3 18.6
NASDAQ Composite -5.83 -14.4 -20.9 -20.8 -2.8 10.1
KFX, Denmark -5.53 -11.8 -20.3 -235 -2.1 47.7
Dow Jones Germany -5.57 -9.4 -29.7 -25.5 8.8 47
Dow Jones Industrials -5.85 -9 -20 -22.8 -0.3 10
Dow Jones United Kingdom -8.38 -9.9 -23.7 -22.1 -8.3 17.4
HEX, Finland -5 -15.3 -37.6 -37.9 -6.1 23.9
Hang Seng, Hong Kong -11.81 -16.7 -36.6 -28.2 17.7 60.8
IBEX 35, Spain -4.65 -8.8 -29.8 -24.1 1.2 50.1
MIBTEL, Milan -6.94 -9.5 -32 -34.5 -24.7 3.2
Bolsa, Mexico -8.45 -14.2 -20.6 -234 52 197.2
Nikkei, Tokyo -4.83 -9.8 -23.2 -25.6 -9.3 7.4
STI, Singapore -1.75 -13.5 -30.5 -30.4 49 52.2
SMI, Switzerland -6.56 -8 -21.6 -24.2 -2.3 23.5
S&P 500 Index -6.14 -10.9 -21.2 -23.9 -6.6 11.6
S&P/TSX Composite -4.96 -9.3 -14.1 -15.2 8.1 56.2

Source: Globeinvestor.com

of channels and providing
clients the ability to access
their accounts on a regular
basis. There is no substitute
for close communication with
the client and knowing the
client’s hopes and dreams -
especially when that strength
is bolstered by sophisticated
technologies that allow bou-
tique firms to capture some of
the same advantages as larger
players. In addition to a wide
range of differentiated prod-
ucts, firms also need the mar-
ket research that will give
them crucial insight into the
needs of clients and potential
clients.

Moreover, success in the
wealth management field will
depend on people - training
and retaining the financial
advisors who provide the key
contact point between the
client and the firm. Successful
firms will offer clients the
next generation of financial
advisors — advisors who are
not only knowledgeable
about the markets but able to
instil trust and confidence.
They must be capable of pro-
viding expert advice in all

The most successful firms will be those that recruit and train people who can understand their
clients, and access technologies that will help meet their needs, says Investment Industry
Association of Canada president and CEO lan Russel. pHOTO: ISTOCKPHOTO.COM
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Advisor services evolving

Finansoft, makes it easier for
us to quickly determine which
clients are going to be impact-
ed by any changes. It gives us
the ability to manage and
process a greater flow of infor-
mation,” says Mr. Fenerdjian.

Another emerging advisor
trend is a collaborative
approach to meeting client
needs.

“We built a team (The
Ansky/Coulson Group of
CIBC Wood Gundy) that is
able to offer the full range of
financial planning services,”
says Mr. Coulson. “One indi-
vidual doesn’t have the capa-
bility to specialize in every
aspect of financial planning.
Our team includes a number
of specialists, including a
financial planner who inter-
views our clients to gather all
necessary information and

Technology and
teamwork help
advisors respond to
growing client
needs.

design a financial plan that is
transgenerational. We then
make investment recommen-
dations based on the plan that
the planner and client wrote
together. We have found our
team’s approach results in a
much higher level of client
confidence and satisfaction.”
“At CWM, we are in the
trust business,” says Mr. Flore-
ani. “We must fully under-
stand the aspirations of our
clients in order to serve as
personal chief financial officer
and trusted advisor. To gain
that trust, we’ve developed an
open architecture business
model, which means that if
we have to go to a competitor
firm to find the best solution
for our client, that’s what we’ll
do. Our goal is to find the
best solutions, not to sell
products.” ]

This report was produced by RandallAnthony Communications Inc. (www.randallanthony.com) in conjunction with the advertising

department of The Globe and Mail. Richard Deacon, National Business Development Manager, rdeacon@globeandmail.com.

areas of wealth management.
Skills like listening and inter-
preting client needs will grow
in importance in the advisor-
client relationship.

Given the importance of
advisors understanding clients,
and clients trusting advisors,
people skills — an important
potential advantage for any
small firm — will be a major
part of the wealth manage-
ment business. The most suc-
cessful firms will be those that
are best at recruiting and
training the people who can

understand their clients, and
at accessing the technologies
that will help meet their
needs. An integrated and
comprehensive approach to
wealth management requires
that advisors have the
required information at their
fingertips, through fully inte-
grated systems that capture
information about markets,
products and the client in a
single source.

The wealth management
industry has grown enormous-
ly in the past few decades,

especially the past few years.
How well firms - large or
small — are able to take advan-
tage of future growth potential
depends on how well they
know their clients, how well
they communicate with them,
the top-rank products and
services they can offer, the
qualifications and training of
their advisors, and how effec-
tively they take advantage of
technology’s potential to pro-
vide customized, targeted serv-
ices to the growing market that
will settle for nothing less. W

The successful advisor relies on

CROESUS

FINANSOFT

PORTFOLIO AND INTEGRATED CLIENT
RELATIONSHIP MANAGEMENT SOLUTION
- Is your Portfolio Management solution
flexible and easy to use?

- Can you quickly produce high quality,
personalized reports for your clients?

- Are your performance calculations

reliable?

- Can you offer your clients online
access to their portfolio?

- Do you have remote access to your

book of business?

It's time to consider Croesus Finansoft.

DON'T WAIT FOR YOUR CLIENTS TO TELL YOU
WHAT TO USE!

BE A SUCCESSFUL ADVISOR.
ASK FOR YOUR CROESUS INFOPACK TODAY AT:

successfuladvisor@croesus.com
WWW.Croesus.com

Croesus Finansoft® has been building on a tradition of creating wealth since 1987. The company was
founded with the objective of introducing a specialized financial solution in the field of securities and
portfolio management for the retail brokerage and asset management industry. At the leading edge of
technology, the company has garnered a reputed clientele and thousands of Croesus™ users
globally. Croesus fills the exact firm requirements, improves operational efficiency, increases
profitability, and helps Investment Professionals to expand their client base.



