A& Q Update

The True Story of aBad Accident

A car goes hurdling
through a busy intersection.

It collides with another vehi-
cle totaling both. What ques-
tionsimmediately cometo
mind?. Was there anyone
hurt? Who was at fault? Was
there alcohol involved?

One of the speakers pre-
senting at the * Advisor Fo-
rum’ in Toronto recounted
this true story of an automo-
bile accident. The speaker
himself had been involved in
avery serious accident the
previous week. Given the
circumstances, he was thank-
ful to be able to address us
that day.

He proceeded to answer
the three questions. Was
there anybody hurt?

The driver of the other vehicle
was rushed to the hospital for
emergency surgery and wasin
critical condition. There were
other injuries as well, but all
parties survived.

Who was at fault? The
driver of the other vehicle did
not notice the traffic light and
drove straight through it. The
speaker’ s vehicle had no
chance of avoiding the colli-
sion.

Was there acohol in-
volved? Yes, therewas.
When the spesker stated thisa
hush fell over the crowd. In
fact, the speaker had con-
sumed afew glasses of wine
and was on hisway home
after aparty. Itisimportant

to know however, that at the
time of the accident the speaker
was in the backseat of ataxicab
wearing his seatbelt.

During his weekend of
healing and recovery the
speaker had a brainwave. Get-
ting into the back of a cab and
relying on a stranger to get you
to your destination isin some
ways very similar to giving
your financial advisor your sav-
ings and asking that he/she get
you to your happy retirement.
How do these two situations
relate?

First of al, an individual

has very little control over what
happens when sitting in the
back of acab. Similarly, when
one entrusts money to someone
elseit may seem like thereis
very little control.

In relying on the driver for
your transportation several
things are implied but not
clearly stated. For example,
you assume that: 1) having told
the driver of your destination
he/she knows how to get there;
2) that the driver will follow the
rules of the road; 3) that thereis
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actualy gasin the tank; 4)
that the driver has some
experience; 5) that if you
change your mind asto
your destination during the
trip you will tell the driver
immediately; and 6) that
you will wear your seatbelt
at all times.

In many cases, the
investment policy and the
details of the relationship
between client and invest-
ment advisor are implied.
In my opinion it should be
explicit. Unlike getting
into the back of a cab, there
should be some things
clearly addressed between
client and financial advisor.

Your financial desti-
nation, the experience of
the advisor, adherence to
investment industry rules
and regulations, long term
expectation on rate of re-
turn (i.e. thegasin the
tank), the need for immedi-
ate communication by the
client in the event of a
change in destination (i.e. a
change in the needs or tim-
ing of retirement etc.), and
other pertinent factors must
be clear to al parties.

Thisiswhere the cab
driver - financial advisor
analogy becomes clear.
When you climb into the
back of a cab, wouldn't it
be niceto actualy go
through a policy statement
laying out exactly what the
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role of the driver was,
whether he was going to
follow the speed limit,
what roads he would or
would not take, etc.. Simi-
larly, in your relationship
with your investment advi-
sor, wouldn't it be nice if
all major areas of concern
were directly addressed?
Theroles of the two parties
would then be clearly de-
fined, and the advisor
would be aware of what
approach is appropriate for
the client.

In both cases the sin-
gle most important thing is
that both the cab passenger
and the investment client
are wearing their seatbelts.
If there happensto be a
terrible accident, be it on
the roads or in the financial
markets, the safety restraint ?
will lessen the impact.

In the investment plan
the seatbelt usually consists
of things like diversified
asset alocation

Please see Investment Policy
Statement on Page 2.

F




Investment Policy Statement—An Analogy (continued)

money , the level of risk to be under-
taken, and the method by which the
seatbelt issue be addressed.

In my practice | havetried to
directly address investment policy,
and while it has always been impor-
tant, it has been implied rather than
stated clearly in written form. In
future | will develop an investment
policy statement that dovetails with
the financial plan for each client.

(specifically holdings like cash, bonds

etc.) , and other regular income sources like
pension plans. These ensure achievement
of client goals, even with some serious
volatility in the markets.

An investment policy statement
clearly statesthe rules of the road and
specifies: what your advisor should and
should not do, the level of risk you are will-
ing to take with your investments, and
when you will need the money. | strongly
recommend putting together an investment

policy statement that dovetails with the
financial plan. Thiswritten statement

will work in conjunction with the finan-
cial plan to address: thetiming of with-
drawals, the goals and objectives of the

A& Q Team Continuing Education

In order to give our clients the best possible advice on financia planning and investment mattersit isimperative that our
team continually pursue education on both current planning and taxation issues as well as investment and insurance related topics.
We view this time as part of commitment to our clients. The knowledge and perspective gained through this continuing education

iswhat gives credibility to recommendations we make.

Education allows us to consider awider range of opinion rather than relying solely on the media, which often takes a sen-
sationalized and imbalanced approach to its coverage of investment issues. It also alows usto be in touch with important issues
that can take considerably longer to filter down to the general public. Direct contact with money managers on the frontlines can

indeed provide us with information that would not be otherwise available.

Clients are often interested in hearing about the particular meetings and events we attend during our ‘due diligence’ pro-
cess. We thought it worthwhile to give a summation of the continuing education program our team has been involved in from
September to November. If you are interested in further details on any of these items, please give usacall.

September 5

Sentry Select—Bob MacDonald

- prospects for the oil and gas industry in
future

September 10

AIC Group of Funds—Joe Smith
-recent changes at AIC, in particular the
appointment of Jonathan Wellum asthe
supervisor of fund managers

September 11
Franklin Templeton—Chris Amodeo

September 11

AGF Group of Funds—Steve Rogers
-manager of the American Growth Fund
- provided some interesting insights into
the future prospects of American growth
stocks (he remains guardedly optimistic)

September 18

Hartford Funds—Phillip Tse

-the approach taken by Wellington Capi-
tal in managing money for Hartford
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September 25

Dynamic—Oscar Belaiche

- manager Dynamic Focus Plus Diversi-
fied Income Trust Fund

- income trusts are a unique asset classin
the Canadian landscape although usually
lumped together with Canadian equities

September 30

Tricycle—Nicole Champagne

-BDC Managed Futures Note (N-7 se-
ries)

-offers participation in the futures con-
tract market, another unique asset class
-investment performance is not correlated
to stock market or bond performance and
therefore adds further diversification to a
portfolio

September 30

Abria Hedge Funds—Davee Gunn
-various aspects of alternative invest-
ments

-introduction to the Abria Diversified
Arbitrage Trust

- Henry Kneis, has been managing

money for 15 years for various institu-
tionsand in that time has never had a
down quarter

- this fund has shown very low volatility
with asolid rate of return

October 7

AlC— Jonathan Wellum & Larry Sarbit
-the AIC philosophy of buying good
companies at a good price and holding
them for the long term

October 8

Mackenzie—Andrew Grant

-reviewed Universal Select Managers
Fund performance and discussed how
differently the fund is now managed
-reviewed the performance of the vy
Funds and discussed how the Ivy Growth
& Income Fund and other pension style
funds from Mackenzie have been outper-
forming many of their peers
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October 8

Steve Forbes

Massey Hall, Toronto

-business mogul Steve Forbes gave his
insights into the world economy and
prospects for the investment marketsin
the days ahead

October 9—November 20

Effective Personal Management—Jim
Dae

-all team members participated in a four
session persona improvement program
focused on goal setting and time man-
agement techniques

October 10

AIM PD Day—Waterloo Inn

-our entire team attended this profes-
sional development day which centred
around the concept of a client-focused
financia planning practice

-we developed some ideas on how to
improve our own systems to better serve
our clients

-practical talks on personal taxation is-
sues were aso presented

October 11

C.|.—Carey Mclntee

-C.l. fund performance discussed

-the uncharacteristic underperformance
of Bill Sterling's funds was addressed as
well as the solid performance of man-
ager Brian Ashford Russall

October 17

iPerform Hedge Funds—Dr. John
Schmitz

-manages the SciVest fund using a
unigue investment approach employing a
long/short equity strategy

-the volatility of the fund has proven
very low while returns have been above
average

-adternative strategy investments are an
asset class quite separate from stocks,
bonds or cash

October 29

TD Asset Management—Shelly McLean
-discussed the relationship that TD is
building with independent advisors
-TD's most successful investment prod-
uct distribution network is now financial
advisors rather than their bank branches
-discussion of TD’s interesting bond
products, particularly their Real Return
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Bond Fund, which may be an aternative
for some GIC investors

November 5& 6

Advisor Forum

Metro Convention Centre

John attended two days of intensive
study at the Advisor Forum.

Canadian Association of Insurance and
Financial Advisors—Brian Mallard
-ethics, education, experience and ex-
amination

Guardian Group of Funds—Gavin Gra-
ham, Chief Executive Officer

-world economic situations and his ex-
pectation of positive events in the Japa
nese economy and stock market in the
next two or three years

-income is now king in the investment
landscape, companies with earnings will
be rewarded and companies without
earnings will not (the speculation bubble
is now completely gone—a good thing
for equity markets)

Canadian Bankers Association (CBA)-
Sandra Foster

-estate planning and the key elements
that must be addressed in establishing a
Will

-ways advisors can assist the executor of
an estate in dealing with the Will
-strategies that are available to reduce
and/or eliminate tax on the estate

TD Bank—Douglas B. Yam

-the Real Return Bond Fund

-the need for people to insulate them-
selves from market volatility

-the need for a clearly outlined invest-
ment policy statement (car accident

sory)

Lloyd William
-building relationships with clients and
having a client centric organization

Franklin Templeton—aBill Dickie, Mi-
chael Quinn

-dealing with high net worth clients
-how the needs of high net worth clients
may differ

AIC—Tim Cestnick
-the taxation of both investments and
more conventional savings

November 15
The Strategy Institute

Man Investment Products—John Kelly
“The World of Hedge Fund Structured
Products’

Abria Financial Group—Davee Gunn
“How to Access and Manage Risk, A
Portfolio Manager’ s Perspective’

Maple Financial Group—Joe Shier

“ Absolute Returns, Diversification and
Risk Control—Can Hedge Funds De-
liver?’

Hillsdale Investment Management—
Chris Guthrie

“Trade Secrets of A Hedge Fund Man-
ager—Key Elementsto Consider Before
You Invest”

DLR Advisors—Rober Reis

“What Every Advisor Needs to Know
Before Making a Fund Recommenda:
tion”

SciVest Alternative Strategies—Dr. John
Schmitz
“An Intro to Market Neutral Strategies’

Industry Panel Discussion

November 19
Kitchener Branch Meseting

Standard Life—Michael Theodore
-review of a survey detailing the best
practices of top advisors

Canada Life—Neil Kelloch
-combining an annuity with life insur-
ance to produce a guaranteed income

iPerform Hedge Funds—Dave Murray
-an overview of iPerform products and

management styles
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Armstrong & Quaile

John Armstrong is a Certified Financial Planner. Financial
planning and financial planning education are his key areas of inter-

est and expertise.

Achieving balance in our livesis critical; a balance between
work and family, a balance between living for today and planning for
the future. Because we all have competing goals, striving for balance
influences many decisionsin our day-to-day lives. Onething is cer-
tain, the juggling act we do requires a long-termview. Sometimes we
need to take a step back to put things into perspective.

ASSOCIATES

“Providing Sound Financial Direction”

101 Frederick St.
Suite 615, Frederick Tower
Kitchener, Ontario
N2H 6R2

INC.

It may sound cliché, but having a plan in place goes a long way
in helping to achieve both our long and short-term goals. Smply put,
planning assistance is the service we provide. We are committed to

helping you find that long-term view for the good of today and to-

Newsletter Editor—Rich Weiler

Phone: 519-576-5766
Fax: 519-576-0192

Email: john@a-g.com

Teachers Pension Plan PSPA Reminder

In 2003 the Teachers Pension Plan
will be processing the roughly $5,000
Past Service Pension Adjustment already
announced. This adjustment will de-
crease the RSP contribution room avail-
able to members by that same amount.

Members should consider using all

available contribution room for the 2002
tax year. Reduction of the contribution
room following the past service pension
adjustment will reduce members carry
forward contribution room, ultimately
decreasing their ability to tax shelter
money inside their RSP.

AsWe Celebrate Our 10th Anniversary...

At the end of 2002 we complete
our 10th year of service to our clients.
We would like to take a moment to
sincerely thank our clients for their
support. This has been avery difficult
year in the investment industry, and we
appreciate the confidence you have
shown in our judgment at atime when
investor confidence has been so greatly
eroded. We will continue to strive to
be worthy of your support.

Our primary objective isto con-
tinue to improve our service to you.
We understand that communication is
the single most important element in
the client-advisor relationship, and in
acknowledgement of that fact we will
be focusing our efforts on delivering
even more frequent and pertinent con-
tact with our clients. Regular updating

of financial plans and implementation of
investment policy statements will be an
important part of this communication.

In November we welcomed a new
member to our team. Joe Shumka will
be relieving Rich Weiler of many of his
branch administration duties, allowing
Rich to spend more time working di-
rectly with John in providing superior
serviceto clients. In particular Rich will
spend more time doing portfolio research
and developing investment plans. This
will aso alow him moretimeto im-
prove our client communication pro-
grams.

Joe has recently received the licens-
ing required to fulfill his branch admini-
stration duties, and comes to us with
experience in the insurance industry. Joe
will also assist Cindy Ratelle with client

The adjustment does not impact
contributions aready made for previous
tax years, so using the room now isvery
worthwhile.

account administration. His keen inter-
est in the industry and his positive atti-
tude will certainly be a great asset to our
team.

We would also liketo wish you a
very Merry Christmas.  We hope that
this season finds you in the company of
the people you care about most and that
the new year holds only the best for you
and your family. May the quiet peace
and beauty of this season fill your home.

John Armstrong
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Note: Mutual funds are sold by simplified prospectus only. Before investing , obtain a copy of the prospectus and read it carefully.
Unit values and investment returns for mutual funds will fluctuate. Funds are sold through Armstrong & Quaile Associates Inc.
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