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NEWS for the informed investor

Why choosing to let the storm pass has benefited your
investment portfolio

The last nine months have been difficult for investors, investment professionas
and the investment market as a whole. From the collapse of the real estate
market to the failure of Lehman Brothers, global credit coming to a halt and the
failure of the US auto sector, investors' patience and psychological strength has
been tested.

During this period, the marketplace has been littered with theories and strategies
on how to beat the market. But the one theory that has proven to be successful
has been the deliberate decision to not panic and make minimal portfolio
adjustments. To further explain this concept, similarities from this market
downturn can be drawn to extreme hurricanes and tornadoes. The one thing you
do not do in the middle of ahurricane or tornado is take your bag of nails, wood
and hammer and begin repairing major structural damage to your home—it is
far more prudent to do so when the storm passes. The same concept can be
applied to portfolio management.

Since the global markets began to bottom on September 5, 2009, reached double
bottom on February 23, 2009 and again on March 9, 2009, many financial

r analysts and experts in the media have asked the following questions: “have you
participated in the recovery?’ or, “have you made the necessary changes to your
portfolio during this time period to participate in the gains that have come?’
And some have even said, “buy and hold is dead.”

Below, | have provided two tables that provide the empirical datathat will help
illustrate my view that the best investment decision, outside of minor
T adjustments, isto wait out the storm and make concerted decisions on next steps
# $% after you have evaluated the damage that has been caused.
Table 1
Stock Sept 5-09 Feb 23-09 Mar 9-09 Jun-16-09 Dividends % Gain
Shares Value $ Value $ Value$ Value $ Receved$ | Mar to
Present
RIM (88) 113.25 46.83 45.95 92.76 102%
Suncor 52.69 21.32 30.29 36.65 0.20 21%
(190)
BMO (210) | 47.59 2451 26.95 44.97 21 67%
Royal 48.44 25.82 32.94 44.82 15 36%
Bank(206)
TD (164) 60.94 32.79 34.67 56.76 1.83 64%
BNS (213) 46.92 24.2 25.55 39.79 147 56%
CIBC (160) | 62.31 38.54 37.10 54.50 2.61 47%
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Table 1illustrates seven well known blue-chip companies with equal dollars
invested in each. There are also three dates referenced: September 5, 2008
which represents the beginning of the storm and the share value of the seven
stocks. February 23, 2009 represents the date in which an investor may have
capitulated and sold al holdings at the low of the market as he or she could not
withstand any more negative news (share price of those seven stocksis also
accounted for). March 9, 2009 represents the point in time where the same
investor decided to re-enter the market in those referenced seven stocks at their

new price as he/she felt that this was the prudent thing to do, and to take
advantage of the second low of the marketplace. What were the results?

Table 2
Stock | Sept 5" | Feb Mar 9" June16™ | Sept5™ [ % Return!f | %
value$ | 23 Shares value of —June | Assetswere | Return
value$ | Re- Re- 16"-09 | sold and if assets
Purchased | Purchased | Buy repurchased | were
& $Value | shares /Hold When held
Strategy | compared form
tooriginal Sept 51
10k toJune
16th
RIM $10,000 | $4121 89 $4089 $8255 $8162 -17% -18
Suncor | $10,000 | $4050 133 $4028 | $4874 $6963 -51% -31%
BMO $10,000 | $5147 190 $5120 | $8544 $9443 -15% -5.5%
Royal $10,000 | $5319 161 $5303 | $7216 $9232 -28% -1.7%
D $10,000 | $5377 155 $5373 | $8797 $9308 -12% -71%
BNS $10,000 | $5157 201$5135 | $7997 $8475 -20% -15%
CIBC $10,000 | $6166 166 $6158 | $9047 $8720 -10% -12.8%
Total $70,000 | $35337 | $35206 $54730 $60303 -21.8% -13.8%

Asillustrated in Table 2, the investor’ s decision to not panic and reconstruct
would have outperformed the decision to take their hammer and nails out and
begin repairsin the middle of the storm by 8%. These tables also illustrate that
buy and hold is still avery successful method of investment management with
the caveat that you actively take profits aong the course of time and make sure
to make adjustments along the way.




