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M arkets love certainty,
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

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

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.

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

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

Technology, education, service models

I n the past decade, the role
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,

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

Over 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-

ment advisor and first vice
president, CIBC Wood
Gundy, but over the years,
the role has expanded to
include all aspects of financial
planning.

“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

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
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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.”
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In the face of volatile and uncertain markets,
savvy investors are shifting to strategies that
offer both safe harbour and the flexibility to
seize potential opportunities when they rise.
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