
By Donalee Moulton 

IN THE WAKE of the worst recession since the Grcal 
Depression. many Canadian investors remain shaken. Financial 
planners aTC hoping [Q play a key role in restoring their fnilh. 

"How quidly and how severely the whole (economy) 
Ullr:lvcllcd affected clients' stabiliry fuCIOT. There is no question 

it had a huge impact 011 dients. Two years later people arc 
nervous but they're starting to look (or strong returns," 
said Margaret Franklin, president and chief CXCCUli"c 

officer of Kinsale Private \Vcalth inc., an investment 
OlanagcmCIU compa ny in Toronto. 
"For many clients, this is the first experience they've had with 

a J owlUurn," she added. "Advisors were very good al holding 
hands. Thai needed to be done." 

The key i~ open and honest com1llunic:uiOIl, ~aid Kcir Clark, 
associate director of wealth management with Scotia McLeod, 
the investment arm of Scotia hank, in Fred..:ricton, N.H. "To 
help manage the powerful emotional responses clients have to 
loss, advisors need to cffectivdy communicate the financial 
impact of [aking too little risk as well as the impact of taking 
too much risk. 

"While it's exceedingly difficult work," he noted, "advisors 
mllst keep clients focused on dis[ant lime horizons to help 
[hem avoid making poor quality decisions in the short term 
ba~ed on the news of the da y. ~ 

The need for ongoing outrench to cliellt~ is ever 
prescnt-regardless of the ups and downs of the economy, 
said Mauhc", B.1cchiochi. vicc·president with GMG Private 
Counscl Inc., a portfoliO management firm in Toronto, "111e 
emphasb in good times and bad sho uld be communication. 
Presuming the client was properly educated before embarking 

on a long-term investment stra tegy, ou r experience is that 
investors arc tolerant of pullbacks when a planned approach 
was initially employed. 

"Moreo\'cr," he pointed out, "il is imperali\'c that ~ldvisors 

arc not improperly influenct."<I by capital market or economic 
uncertainty whcn their client's personal investor characteristics 
and circum~tances have not chrmgl;.-d." 
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Hindsight is helpful. "We h:we had the 
benefit of being able to look back and 
see that not panicking and following a 
discipline was actually the right thing to 

do. This was a much harder argument to 

give in 2009. But today that story works,~ 
said Robert Broad, vice-president and 
investment counsellor with T.E. \Vealth, 
a nati01l<llwealth mmmgement firm 
based in Toronto . 

Ho\\'ever, he noted, those clients who 
arc still down a lot today are difficult 
to deal with. "It likely menns they sold 
risky investments close to the bottom 
and didn't buy back in. This obviously 
represents opportunity for n new advisor, 
but of course, we need to be careful. It is 
important to make sure this type of client 
i~ prepared for the next period of difficulty 
and not jus t stretching their risk now 
because of recent suonger returns." 
Adviso~ can-and did-find them­

selves in a Catch 22 situation, said Franklin, 
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a chanen.-xI financial anal~·sl. "[n 2006, 
clients were pushing advisors (or greater ex­
posure to those things that were hot. TIlOSC 
were also the things that fell the hardest." 

"The very beSt advisors did a great job 
in providing n broad perspective around 
mmket retu rns," she added. 'They 
went back to basics in terms of the 
requirements of the client'." 

That shift remnins important, snid 
Brand. "Today I think the hnsics still 
Il1ntter. Having n plan that tHkes you 
through cli((erenr market environments 
is likely the best way to go." 

CANADIANS ARE KEEN to be part 
of the plan, noted Clark. "Following 
the experience of this recession, many 
clients arc in terested in getting more 
involved in the process of managing 
their money. A ke~' part of this increased 

client involvement is gcn ing n clearer 
understanding of how their advisors nrc 
managing the risk in their portfolio. 

"Leading advisors will make the 
necessary investment of time to 
help wary investors get a better 
understanding of the relationship 
between risk and return," he added. 

In particular, noted Bacchiochi, a 
certified financinl planner, "continuing 
education, nligning your interests with 
those of your clients and investing 
in your business fire fundamental to 

maintnining consumer confidence. 
''Truly customizing an investment policy 

Hatcment is also important in order to 
confirm portfolio object ives, protect the 
portfoliO from nd hoc changes, maintain 
discipline for a long-term strate~'Y, and 
restrain the manager and client from 
inappropriate short-term actions," he said. 

"After a financial cr isis where risk was 
sllch an enormous facror, it is important 
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" TODAY I THINK THE BASICS STILL MATTER. HAVING 
A PLAN THAT TAKES YOU THROUGH DIFFERENT MARKET 
ENVIRONMENTS IS LIKELY THE BEST WAY TO GO. 

to know if consumers h:wc ,lilY rC;J1 
undemanding of the basic principles of 
financial risk,~ sa id Annarn(lri" Lusardi, 
director of the Financial Literacy 
Center, a research and development 
orgnnization in Hanover. New 
Hampshire. "\'(/e have worked hard to 

understand financial and debt literacy, 
which is already quite poor. Now we find 
that consumers' knowledge aboU[ risk is 
extremely low across all countries and 
particula rly low lImong womcn.~ 

In Canad:l, according to thm research, 
on ly 16 per cent of men and nine per 
cent of women surveyed managed to 

answer three basic literacy questions 
corrcctl), - a result identical to that 
found in the other IJ countries polled. 

WHILE EDUCATION LEVEL was 
a (le\or (only eight per cent of high 
school graduates were able to answer all 
questions correcrly) ir does not tell the 
whole story. Even the ben eT educa ted 
didn't farc weI!: only 20 per cent with 
a university degree were able to answer 
the survey questions accurately. 

That lack of knowledge doesn't seem 
to concern most Canadians, the su rvey 
found. Just 10 per cent of Canadian 
respondents indicated that they have 
increased their financial crhlc<uion efforts 
following the global economic crisis. 

"\'Ve think these study results speak 
to a real need for financial services 
providers to help their custolilers 
learn more about financial risk,H said 
Rhonda Grun ier, vice-president of TNS 
Canadian Facts, a marketing and social 
research subsidiary ofTNS Finance, 
and director of the London, England­
based firm's Canadian financial research 
practice in Toronto. 

"In fact, we see many of our financial 
clients already developing educational 
materials to help their customers 

- Robert Broad, T.E. Wealth 

make more informed decisions about 
managing risk." 

"Helping to create a wdl informed 
consumer makes good business sense (or 
financial institutions." she added. "[t's 
a possibility th at even the most well­
educated consumers may JUSt disengage 
because they arc tOO afraid to invest in 
products th e~' cannot understand." 

Investors arc also disi llusioned, sa id 
Franklin. "The concept of retiring at 55 
with twO homes and a wealthy lifo::style 
is nOt rea lis tic. The (life) we've led 
people to believe in is a false one." 

Advisors, she added, need to manage 
expectations and clients ne('d to 
remove thei r rose-coloured glasses. 
"There is accountability on both sides. 
On the professional side, we have to 
do a beller job of articulating risk, and 
we have to do it in a language clients 
understand. On the converse side. 
cliellls have 10 be realistic." 

That realism will be infused with 
information from their advisor. said 
Broad. who is also a certified financial 
analyst. "Credibility comes from being 
up front with clients about what you 
can control or predict and what you 
can't. Promising something that you 
can't deliver is not the key. 

;'Very (ew clients arc looking at three­
and five-~'ea r returns today and feeling 
really good," he added. 

Mony, in foct, (lre confused. 
According to a survey released 
last year by BMO Financial 
Group, Canadians arc struggling 
to determine what they should do 
with their investlllents and. in numy 
cases, arc investing their money 
without much confidence they 
arc making the right choices. 

The survey. conducted by 
Leger Marketing, found that 
nearly two-thirds of Canad ians 
who have investments have 
a mix of equities. cash, fixed 

incOllle investments and diversified 
mutual funds. 

However, more than half of 
respondents did not believe that mix 
was the right one for them. 

Canadians arc also unsure how much 
aHemion their portfolios deserve. Sixf)'­
three per cem indicated that, ideally, 
investmems should be monitored on at 
least a weekly basis, i( not daily. However, 
73 per cent of investors said they check 
their investments only monthly, if that. 

This is an oppo rtunity for advisors 
to step up, sa id Bacchiochi, who is also 
a certified financial an~\lyst. "Advisors 
who ... continuo:: to invest the time in 
educating and understanding their 
clients should be able to leverage this 
experience to enhance their business." 

That client education will likely reaffirm 
the status quo with respect to investment 
strategy. said Broad. "I think the best 
way to establish crcclibilit)· right now is fO 

confirm thllt plans didn't change. The long­
tefm plan created for the clients envisioned 
periods of good and disappointing market 
returns. \'(Ie ended lip living through one 
of the worst periods. ~ 

Advisors can also build their business 
by reaching Oll t to others in an effort to 
help clients, said Clark. "Leading advisors, 
supported by subject matter experts, are 
available to educate and consult with clients 

and prospective clients on a wide 
mll~;C of life-oos<.'d finnncial 

issues. TIlq're cap • .Ible 
of offering competent 
advice 0 11 such issucs as 
estate, insurance, business 

succession. tax, real estate, 
and, of course, in\·estments. 

"Going forward, the hallmark of a 
successful financial advisor will be this 
broadening of their service offering in 

collaboration \\~th SMEs, ~ he added. 
"\Vorking closely :Jnd co-operatil"ely 

\\~th OIher kt.'Y advisors \\~ll continue to 
become increasingly valuable." END 

F1NANClAlPlJ\NNJNG [ 23 

mbacchiochi
Highlight


