
Aldershot Financial Group guides families through decisions that affect their financial well being and 

investments. We are the 'go to' people in Aldershot when a life event requires sound financial advice. 

We care. We simplify. We've been through this before. 

 
Our Next Seminar 

 

__________________________ 

 Wed. June 6th, 2012 

Burlington Golf and Country Club 

12:30 pm – 1:30 pm 

_________________________ 

 

 

 

Please let Mark or John  
know if you have any questions  

you would like answered. 

 

905-631-1230 
 

SimpleSmart  ADVICE 

 

Our monthly newsletter designed 

 to keep in touch with you. 

March 2012 Newsletter: 
 

 Things Are Looking Up! 
 Model Portfolio 
 Thought for Today 



Things Are Looking Up! 

(By John ) 

“Can you believe it’s been three 
years since the financial crisis?” 
announced my partner, Mark as 
he poked his grinning (greying) 
head into my office.   “That’s right, 
March 9th 2009 was the lowest 
point the markets fell to” I replied.  
We continued to reminisce how 
difficult it was convincing clients 
(and ourselves) to rebalance port-
folios at that time.  Stock market 
values had collapsed by up to 

55% pushing most client asset mixes seriously out 
of whack.  As we met our clients that year, their 
personal performance reports screamed “Sell 
bonds” and “Buy stock-based holdings” to re-
balance back to their target asset mix.  The best 
most clients could do was hold onto their holdings 
(and hats) and ride things out. 
 
Turns out most investors had a hard time doing 
just that.  Investors withdrew $451 million out of 
long term mutual funds that month1 – abandoning 
their target asset mix in the process (that is if they 
even had one).  My neighbour was one of those 
overwhelmed by fear.  Against his advisor’s coun-
sel (and my neighbourly advice), he sold his S&P 
500 and S&P/TSX index fund holdings on March 
8, 2009 and invested the proceeds in a $50,000 
GIC at 2% for three years.  “I’m too close to retire-
ment, I can’t afford to lose any more money”, he 
explained.  Let’s compare how his $50,000 GIC 
fared versus an even split of the two index funds 
he sold: 
 
 
 
 
 
 
 
 
 
 
 
 

I don’t think showing this to him would help!  
I’m sure denial would be his first reaction and 
then privately his feelings about that ill-timed 
decision would fall somewhere between ex-
treme regret and near sickness, given the 
$40,000 plus difference.  So why do most in-
vestors make such bad decisions?  Let’s take 
a look at how our memory works.   

 
As we age, our short term memory gives way 
to a more reliable long term memory.  That’s 
why we can recall details from our high school 
graduation better than what we had for lunch 
last Tuesday.  That should be good news for 
investment decisions.  After all, over the past 
75 years, stocks have served up a return ad-
vantage of 6% over GICs in the long term, (I 
know, I know… you’ve heard all this before).  
Sadly, when it comes to decision making (like 
investment choices) we fall prey to a mental 
trap called the Recency Effect.  Behavioural 
scientists have found that we rely too much on 
recent evidence (like News Headlines!) when 
making decisions, all but ignoring long term 
historical evidence that might lead us to a 
more rational conclusion.   
 
We clearly see this effect in a U.S. study pub-
lished by Morningstar.  They studied the per-
formance of all mutual funds in 17 categories 
and compared that to the returns earned by 
investors owning those funds.  They found 
that the return earned by investors lagged the 
funds they invested in by 2% to 3% per year, 
in each and every category.2 Clearly, chasing 
last year’s performance winners or avoiding 
last year’s losers is not working well for most 
investors (my neighbour would agree).   
 
 
 
 

“The investor's chief problem,  

and even his worst enemy,  

is likely to be himself.” 

Benjamin Graham 



1http://statistics.ific.ca/english/Reports/MonthlyStatistics.asp 
2Russel Kinnel, “Mind the Gap,” Morningstar Fund Investor, July 2005. 
 
The opinions expressed are those of the author and not necessarily those of Assante Capital Management Ltd. This 
material is provided for general information and is subject to change without notice. Every effort has been made to 
compile this material from reliable sources however no warranty can be made as to its accuracy or completeness. 
Before acting on any of the above, please make sure to see me for individual financial advice based on your personal 
circumstances. 

 

This graph represents a model portfolio using 45% DFA Canada Five-Year Global Fixed Income Fund Class A, 15% 
DFA Canada Canadian Applied Core Equity Fund Class A, 15% DFA Canada US Core Equity Fund Class A (from 
January 31, 2008 to January 31, 2009) / DFA Canada US Core Equity Fund Class A (H) (from January 31, 2009 to 
February 29, 2012), 15% DFA Canada International Core Equity Fund Class A and 10% DFA Canada Global Real 
Estate Securities Fund Class A, initially invested on January 31, 2008 with pricing up to February 29, 2012, using 
monthly data and rebalanced on a month-end basis. The data series has been smoothed. 

 

Commissions, trailing commissions, management fees, and expenses may all be associated with mutual fund invest-
ments. The indicated rates of return are the historical annual compounded total returns including changes in unit/
share value and reinvestment of all distributions/dividends. They do not take into account sales, redemption, distribu-
tion or optional charges or income taxes payable by any security holder that would have reduced returns. Mutual 
funds are not guaranteed, their values change frequently and past performance may not be repeated. Please read the 
prospectus and consult your Assante Advisor before investing. 
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