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ow far should a government go to protect
private Defined Benefit pension plans?
That issue is at the forefront in Ontario,
the lone jurisdiction in Canada with a
pension benefit guarantee scheme. With the potential
collapse of any or all of the major U.S. automakers,
the question is ‘what happens to their retirees if their
pension plans cease to exist?’
Outstanding Obligations
One solution is pension benefit guarantee schemes.
According to the January 2007 OECD paper, ‘Benefit
Security Pension Fund Guarantee Schemes,’ these are
insurance type arrangements with premiums paid by
pension funds and cover obligations which cannot be
met by insolvent plan sponsors.
In addition to Ontario, they exist in a handful of other
countries – the U.S., Sweden, Germany, Switzerland,
Japan, and the UK – with various degrees of success.

ers to set and collect appropriately risk-adjusted
premiums. However, for guarantee schemes to work
effectively, “subsidies should not be provided, either
implicitly or explicitly, by governments.”
And that is the issue now facing Ontario. Critics
of the current situation fear that the recommendations from the budget and comments from Premier
Dalton McGinty that there is not “an endless supply
of money” for pension bailouts mean the government intends to limit payments to retirees of pension
funds which are victims of bankruptcies.
Canadian Auto Workers president Ken Lewenza,
for example, blames the government for the GM
situation as it passed legislation in 1992 which
allowed GM to underfund its own plans. However,
remember, that in 1992 Ontario was in the midst of
its failed experiment with social democracy, the Bob
Rae NDP government. We are still dealing with the
ramifications of its labour-first policies.

Can Promises Be Guaranteed?
Ontario’s fund, established in 1980, is about to
undergo scrutiny for the first time. One of the recommendations of the Ontario Expert Commission
on Pensions calls for the Pension Benefit Guarantee
Fund (PBGF) to continue for at least five years or
until completion of a study of possible alternatives.
It also says the fund should be administered by an
arm’s-length agency with enhanced capacities to
identify and manage risk, to fix levies, and to collect
and invest them.
Ontario’s 2009 budget echoes this in some way
with a call for a review of the stability and financial
status of the PBGF through an independent actuarial study. Then, and only then, will the government
consider establishing an independent PBGF agency.
However, it also intends that the PBGF operate on
sound principles with coverage levels and assessments that are sustainable for the long term.

True, in promising to reform the PBGF, the current
Ontario government is saying while it could make loans
to a new PBGF, it would not be obligated to do so.
And the reality is that even the OECD questions
whether any guarantee scheme could survive the
impact of a major default such as a GM.
World Of DB
The problem is that in the world of DB, we misinterpret pension promise to mean pension guarantee. But, as
we’ve said before and will say again, the only guarantee
in life is that we are all going to die someday.
Companies and their pension plans fail and we
shouldn’t expect taxes from the 60-some per cent of
workers who have no pension plan to prop up those
who have the misfortune of being victims of life’s
circumstances. 			
n

Suitable Independence
This is very much in keeping with the thoughts
from the OECD paper that to work effectively, these
schemes must have suitable independence and pow-
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Fixed Income With a Difference
McLean Budden has been managing high quality bond
and money market portfolios since 1947. Our clients enjoy
safety and superior returns because of our independent
credit analysis and our comprehensive active bond
management strategies with strict risk control regimens.
Our comprehensive strategy produces targets for duration,
credit and sector weightings, as well as U.S. pay commitments. Integral to our process is the output generated by
a proprietary, multi-factor bond model indentifying fair
value levels. Our computer systems enable us to accurately
evaluate portfolio composition and monitor changing
market conditions. Strategic decisions are implemented

quickly and effectively by selecting securities that offer
the highest return potential within our risk control
parameters. Our internally driven credit research is
essential in default protection.
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CIBC Mellon

Brian Naish is senior vice-president and chief financial officer at CIBC Mellon. He is responsible for
CIBC Mellon’s finance function, office services, and
facilities departments. Prior to joining the firm in
2004, he spent eight years with PricewaterhouseCoopers and Arthur Andersen.

Watson Wyatt

Keith E. Walter is managing consultant, Central
Canada, for Watson Wyatt Worldwide. He joins the
firm after a 26-year career with Manulife Financial.

MGI

Michelle Piret is senior account executive, group
retirement division, at MGI Financial Inc. (formerly
known as Rice Financial Group). She is responsible
for the management of all new and existing customer
relationships to ensure clients receive high quality
services and leading industry expertise.

BlackRock

Murray McLean is managing director of BlackRock Institutional (Canada) Ltd. Previously, he was
head of institutional investments at HSBC Investments (Canada) Limited.

OMERS

Robert Weston is senior vice-president, strategic
co-investments, at OMERS Strategic Investments.
Previously, he was a managing director at State
Street Global Advisors. Weston is also a member of
the editorial advisory board for Benefits and Pensions Monitor.

Fidelity

Andrew Marchese will provide the investment leadership for Fidelity Investments’ Team Canada. He is currently portfolio manager on a number of mandates for
Canadian clients. Along with his investment management
responsibilities, he is continuing as director of research.
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AEGON

Stephen P. Carlin is senior vice-president and
head of equities at AEGON Capital Management
Inc. A 25-year industry veteran, he was previously
with KBSH Capital Management Inc. where, for
nine years, he specialized in Canadian equity management.

SEAMARK

Brent W. Barrie is chief executive officer at SEAMARK Asset Management Ltd. He joined SEAMARK in 2001 and has been chief operating officer
since February 2008. His appointment follows the
resignation of Stuart R. Raftus as president and chief
executive officer.

Fraser Group

Heidy Zunn is a research analyst at the Fraser
Group. She will be involved in the production of
its annual information reports and other research
activities.

PEOPLE
Submit your People
items for consideration
for publication in
Benefits and Pensions
Monitor to admin@
powershift.ca

CPPIB

Robert M. Astley is chair of the board of directors of the CPPIB Investment Board. He succeeds
Gail Cook-Bennett who served as founding chair
of the CPPIB for 10 years. He is former president
of Sun Life Financial Canada and former president
and CEO of Clarica Life Insurance Company. Robert L. Brooks and Elaine L. McKinnon have been
appointed to the board of directors. Brooks was
vice-chair and group treasurer of the Bank of Nova
Scotia before retiring. He is currently a director of
Dundee Wealth. McKinnon is chief financial officer
and chief operating officer of Brovada Technologies. Ron Otsuki is vice-president, portfolio strategies, within the portfolio design and investment
research department. He will help to develop portfolio designs that optimize total fund performance
over medium- and long-term investment horizons.
Most recently, he was senior vice-president, global
investment strategy, Manulife Financial.
n
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Maximize returns. Control risk.
CIBC Mellon is rated amongst the
world’s most respected securities lenders.
How did we get there?
With a determined focus on the
structure and details of each loan.
By tailoring lending programs that are
transparent to your trading and
valuation process.
By providing flexible, customized solutions.
By offering an unrivalled client
relationship experience.
Visit us at www.cibcmellon.com.
For maximized returns.
And controlled risk.
Barbara Barrow 416-643-6361
barbara_barrow@cibcmellon.com
CIBC Mellon Global Securities Services Company
CIBC Mellon is a licensed user of the CIBC and The Bank of New York Mellon trademarks.

Mental Illness Challenge
Under-addressed

While 77 per cent of plan sponsors report that mental
illness was an issue in their organization, 16 per cent
had not taken any steps to address this challenge,
says a survey by Cowan Insurance Group. “These
numbers show that work needs to be done in this
area,” says Teresa Norris-Lue, vice-president of benefits for Cowan. “When you consider that mental illness is expected to be the leading cause of disability
by 2020, we need to be more proactive in addressing
this issue and measuring results.” For organizations
that have taken action, initiatives included holding
training sessions for managers and HR professionals, introducing or enhancing Employee Assistance
Programs for employees, and providing employee
information sessions. The main reported outcomes
of mental illness in the workplace included higher
absenteeism rates and increased drug costs.

Bermuda Contracts
With Penad

Two departments of the Government of Bermuda
have contracted with Penad Pension Services
Limited to deliver large software installations for
social security benefits administration and pension
administration. The first contract is for the Department of Social Insurance (DOSI) and will enable
the administration of all members of Bermuda’s
social insurance system. The second contract is for
a Defined Benefit administration solution for the
Public Service Superannuation Fund (PSSF), covering the public employees and retirees of the government of Bermuda. Both of these systems are built
upon Penad’s proprietary PX3000 software engine,
which is a web-ready system that was specifically
designed as a rules-based product for situations like
this, where it can be localized to the specific benefit
provisions and regulations of the Bermudian plans.

BC Introduces Provincial
Plan Amendments

The British Columbia government is planning to create
a Defined Contribution pension plan that could cover
all workers in the province. It has announced amendments to its Pension Benefits Standards Act which contain technical changes that will enable B.C.’s pension
standards to apply to the new private sector pension
plan. Once established, the plan will operate at arm’s
length from government and the amendments will
come into force which is expected in 2010.

Recommendations
Very Concerning

“It is hard to imagine how an office of pension promotion can successfully increase pension coverage
when the underlying regulatory structure becomes
even more complex and restrictive in some significant
respects,” says a Mercer ‘Communiqué’ on the Nova
Scotia Pension Review’s final report. While some of
the report’s recommendations, such as elimination
Benefits and Pensions Monitor – April 2009

of partial wind-ups and mandatory grow-in benefits,
would be welcomed by many plan sponsors, it says
the development of fundamental regulatory concepts
such as a passport system for regulatory jurisdiction
and revised funding standards that are significantly
divergent from practice and recommendations elsewhere is very concerning. This type of divergent
regulation increases the complexity of administering
pension plans, which is a significant contributing factor to the overall decline in pension coverage, it says.

Reform Provides
Leadership Opportunity

The federal government has an excellent opportunity to
play a significant leadership role in the “pension debate
that is currently unfolding across this great nation,” says
Scott Perkin, president of the ACPM. Speaking at the
consultations on federally-regulated private pension
plans session in Toronto, ON, he called for changes to
other elements of the pension regulatory system over
which the federal government has control. For example, he said the current 10 per cent surplus limit should
be raised or eliminated so that Defined Benefit pension
plans can build up sufficient reserves when investment
returns are good to cover ‘rainy days’ such as those taking place now. In addition, current benefit and contribution limits under the ITA should be increased so that
Canadians are allowed to save towards retirement on
a tax-assisted basis at levels comparable to citizens in
other G7 nations such as the U.S. and the UK.

Medisys Rolls Out
‘FreshStart’

Medisys Health Group is rolling out ‘FreshStart,’
an employee wellness program which compliments
its existing corporate health services. It aims to
help corporations decrease healthcare-related costs,
increase employee productivity and job satisfaction,
and enhance their corporate image by providing
customized employee health guidance and ongoing
support based on tangible evidence. Following the
on-site health assessment, companies are provided
with a de-personalized aggregate report to assist
them in understanding their major risk factors. This
corporate health overview enables employers to better allocate their wellness dollars to address the root
causes of their problems.

NEWS

RBC Acquires Commission Direct

RBC Capital Markets has acquired full ownership of
Commission Direct Inc. (CDI), an independent provider of commission-compensated investment services
for Canadian institutional investors. Prior to this transaction, RBC had a 50 per cent ownership interest in
CDI. Companies such as CDI facilitate the payment of
qualified independent research and brokerage obligations, commission sharing arrangements, commission
recapture, transition restructures, and discount trading.
The transaction gives CDI the ability to continue to
offer professional investors unbiased access to qualified investment decision-making and trading services
and plan administrators the ability to save money.
9

Managers Bullish On
Fixed Income

Professional money managers are more bullish for fixed income asset classes than equities for the first time in five years, says Russell Investments’ ‘The Investment Manager
Outlook’. It found 67 per cent of managers
were bullish on corporate bonds and 61 per
cent were bullish on high-yield bonds. The
percentage of bullish managers decreased
for all equity asset classes except emerging
markets.

ber 1, 2008, or after December 31, 2009. Where such a
moratorium is granted, the plan must adopt a schedule to
amortize going concern unfunded liabilities established
on or after the review date to which the application
relates over 10 years, and amortize previously established unfunded liabilities over the lesser of 10 years
and the remainder of the original 15-year amortization
period for the unfunded liability. For SMEPPs that had
sought and received relief under the solvency funding
moratorium introduced in 2006 and whose term ended
at any time in 2008, the moratorium is automatically
extended without any break until the end of 2011 on the
same conditions. 			
n

NEWS

Alberta Provides
Solvency Relief

Alberta has proposed a number of measures to provide solvency funding relief
for registered Defined Benefit plans in the
province, says Christopher A. Brown, of
Osler, Hoskin & Harcourt LLP. The measures introduced include a three-year solvency moratorium for single-employer
plans. Administrators of single employer
plans and multi-unit plans may, at any time
before 2010, apply to the superintendent for
a moratorium suspending the employer’s
solvency funding obligations for a threeyear period from the review date of an actuarial valuation that is not before Septem-

Brookfield Asset Management
A Global Asset Manager of Real Assets

Addenda

In the Annual Report On Managers Of U.S.
Assets in the February issue of Benefits and
Pensions Monitor, the following were not
available at press time.
AGF ASSET MANAGEMENT GROUP
LIMITED Gary Wing, Senior Vice-president;
66 Wellington St. W., 33rd Floor, Toronto,
ON M5K 1E9 PH: 416-865-4288 Fax: 416865-4247 eMail: gary.wing@agf.com Web:
http://www.agf.com Asset Managed: Large
Cap Growth
REED CONNER & BIRDWELL, LLC
Michael Adam Smith, Senior Vice-president,
Business Development & Client Services;
11111 Santa Monica Blvd., Ste. 1700, Los
Angeles, CA 90025 PH: 310-478-4005 Fax:
310-478-8496 eMail: msmith@rcbinvest.com
Web: www.rcbinvest.com Asset Managed:
Large Cap Value: $87.4M All Cap Value:
$31.1M Total U.S. Assets Under Management
For Canadian Pension Funds: $118.5M

Correction

In the article ‘Unlocking The Multinational
Pooling Mystery’ by Brian Kassner, on page
48 of the February issue of Benefits and Pensions Monitor, the exhibit contains an error.
Under the Country B column, the total for
the line “Plan year gain (loss)” should show a
loss of $43,876, not a gain of that amount.
Benefits and Pensions Monitor – April 2009

A recognized industry leader with approximately $8 0 billion of
assets under management and 100 years experience owning and
operating real assets.
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Brookfield is a preferred investment partner with a proven track
record of creating value for our clients and partners.

www.brookfield.com
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“Employers who consider using Best Doctors as
part of their benefit plan reinforce their values as
a supportive and caring organization.”
Anne-Marie, Director, Human Resources, DRAFTFCB

“I felt like I was being taken care of by
someone I’ve known my whole life.”
Rhonda, Morrisburg, ON

C
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CONTACT:
Deb Shulman
Best Doctors
416 775 2497
dotdab@gmail.com

A medical misdiagnosis can lead to complications,
incorrect treatment and costly recoveries.
As part of your company’s benefit
plan, Best Doctors helps your
employees ensure they are
receiving the right diagnosis and
treatment options by connecting
them and their treating physicians
with the Best Doctors network
of 50,000 world-renowned
specialists.
®

Our services are designed to
enhance the health care system –
not to replace it.

While working collaboratively with
treating doctors and specialists,
Best Doctors empowers your
employees through knowledge,
guidance and one-on-one support.
Our results speakfor themselves.
Historically Best Doctors has
changed a diagnosis 22% of
the time and has modified 61%
of treatment plans. The quality
of care for your employees is
improved, absenteeism reduced

and staff costs lowered – by
adding Best Doctors. Discover
why almost 4,000,000 Canadians
are members of Best Doctors.
Contact your group insurance
carrier, benefits advisor or
Best Doctors directly for
more information.

For more information call 1-877-419-BEST (2378) or visit bestdoctorscanada.com

Best Doctors Canada
One Queen Street East Suite 2000 Toronto ON M5C 2W5 | bestdoctorscanada.com | 416.504.8555 | 1.877.419.2378
BEST DOCTORS and other trademarks shown are trademarks of Best Doctors, Inc. Used under license.

Read Rhonda’s full story on our website.
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here is definitely power in numbers, says
Fern Tardif, president of the Atlantic Canada Healthcare Coalition Society. In fact,
he’s proven that if you bring enough health
and welfare plans together, as one, you can truly
minimize the impact of rising drug costs.
Through sheer purchasing power and an exclusive
agreement with a local preferred pharmacy benefit
manager, the coalition is now delivering considerable savings to its members.
As chairman of the board of trustees for the
health, welfare, and pension plans of the IBEW
(International Brotherhood of Electrical Workers)
Local 625, Tardif has worked hard to present his
vision of the coalition to various construction/trade
labour groups and other corporate benefits committees in the region.
Since officially incorporating in January 2008, it
has grown from four plans and about 2,000 members
to include 14 different plans representing more than
10,000 across Nova Scotia, New Brunswick, PEI,
and, soon, Newfoundland.
By the end of the year, he expects another nine
groups to come on board, which would bring the
total membership to about 20,000. “I want to see

The first big step towards building the coalition
was taken when Tardif struck a deal with Managed
Health Care Services, the only pharmacy-owned and
-operated benefits management company in Canada.
As a division of Sobeys Inc., it has a provider network
that includes Sobeys in-store pharmacies, the Lawtons
group of pharmacies, and Sobeys Pharmacy by Mail
representing more than 220 locations across Canada.
Levels Of Savings
Through its network of pharmacies, a number of
different options are available to members, with a
range of savings potential.
With the complete package option, members get
coverage on drugs at the select pharmacies with their
MHCSI drug card.
According to a recent audit,
Tardif says savings can range from five to 15 per cent
with the complete package option.
Along with claim savings, complete package plans
are not charged claim administration fees.
Coalition members can also save through an
MHCSI administration credit system.
Benefit plans with arrangements with other providers or with third-party administrators (TPA) can still
participate in the coalition. Those members can real-

Coalition’s Purchasing Power
Curbs Drug Costs
this expand into an organization that can really add
value to the individual health and welfare plans of
members,” he says.
All About The Numbers
Primarily, the model
works by encouraging
plan members to use
a preferred network of
pharmacies for their
prescription drug needs.
As a result, the coalition can negotiate drug
plan savings, lower
administration fees and
premiums, and create
co-pay based incentives with the pharmacy
benefit manager.
Naturally, as the
number of coalition
members grows, more
savings are negotiated.
“We’re trying to build the
group to have greater purchasing power because it’s all about
numbers,” Tardif says. “If you
can get a growing number of
people willing to use whatever
the provider has to offer and
negotiate an agreement, that’s a
big step in reducing costs.”
Benefits and Pensions Monitor – April 2009

ize savings by using a reimbursement drug card. Plans
with a drug card through another provider can participate with a program design that assists members
with co-pay coverage.
Uphill Battle
Communicating
all the merits of the
coalition to potential
members has been an
uphill battle at times,
Tardif says. There’s
always been considerable resistance to the
idea mainly because it
is such a new concept.
The biggest worry
on their minds was
that they could lose
their plan’s autonomy
or confidentiality, or
would be obliged to take
part in an all-or-nothing
proposition. However, he
says the beauty of the coalition is its flexibility. Participation is always voluntary,
every group member maintains total autonomy, and the
coalition’s menu of products
and services is continually
expanding.
■

SPONSOR’S
DESK
By: George
Di Falco
George Di Falco is
Benefits and Pensions
Monitor’s staff writer
(gdifalco@powershift.
ca).
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Service first – from coast to coast
43 sales and service offices
13 disability payment offices
5 benefit payment offices

It all adds up to one thing: The broadest benefits
service network in the Canadian insurance industry.
Whatever your group needs, our people are at your
service, with the knowledge and experience to help
you find benefit solutions, now and for the long term.

Contact your benefits advisor to get Great-West’s
Benefits Solutions People working for you.

Great-West Life and the key design are trademarks of The Great-West Life Assurance Company.

19567 Y052-003 group ad_benefits can_1.indd 1

www.greatwestlife.com

3/23/09 11:31 AM

A

s we head into the warmer weather with
lingering aches and pains and dented
employee attendance records, it’s worth
remembering the importance of regular,
pro-active doctor’s visits, tests, and screenings.
Research has shown, time and again, that preventative health measures save lives and contribute
significantly to quality of life. According to the Canadian Cancer Society, up to 50 per cent of all cancers are preventable. In 2007, the Ontario government released figures stating that regular screening
for colon cancer reduces death rates for the disease
by at least 16 per cent. With these statistics in mind,
the old saying ‘prevention is the best cure,’ becomes
words to live by.
Many of us tend to put off doctor’s visits until
there is serious cause for an appointment, but annual
exams can provide tips for medications management, weight loss, and of course, early detection of
potential medical conditions.
People to See
Studies suggest that 77 per cent of Canadians,
aged 18 to 64, visit a general physician annually, but
often it’s only to treat an immediate illness. Here are

prevent this disease. Ovarian cancer is also a hidden
cancer – often not caught and diagnosed in time.
◆ Dentist – Most oral health professionals recommend that you pay them a visit once every four
to six months. Dentists also need to take regular X-rays to detect cavities and gum disease or
evaluate growth and development.
Workplace Support
The main aim of a checkup is to detect illness at
an early stage, or better still, prevent it from occurring in the first place. Despite the benefits, there are
a number of excuses people use to avoid regular doctors visits. Some common ones include, “I don’t have
time to go to the doctor,” “I know I’m healthy, why
do I need someone else to tell me that,” “If something
was really wrong, I’d notice it and see my doctor right
away,” and “If it’s bad news, I don’t want to hear it.”
Human resources professionals are encouraged to
address employee perceptions and attitudes towards
their own health, and the company’s policies on time
away from work for illness and doctor’s visits. Creating a
supportive workplace culture that promotes overall wellness and good healthcare practices can help to decrease
productivity loss, as well as monitor employee health.

The Importance Of Regular Checkups
a few suggestions for regular annual checkups:
◆ General physician or family physician – While
recommendations for annual exams are usually
meant for children and the elderly, Dr. Laurie Sabine, of Grafton Family Care, says a once-a-year
trip to the doctor is a good idea at any age. Sabine says “Everyone has a family history of something that should be monitored by a doctor. I’m
watching their cholesterol, talking to them about
weight gain, or
making sure their
tetanus shot has
been updated.”
◆ Eye doctor – If
you have corrected
vision, many doctors
recommend seeing an optometrist
annually to monitor
any changes. Those
of us lucky enough
to have 20/20 vision
in the past should
watch for changes
as we age.
◆
Urologist (for
men) – Prostate cancer is the most common cancer among men. In addition to a testicular selfexam, most doctors recommend that men over 50
have their prostate-specific antigen tested and a
prostate exam every year.
◆ Gynaecologist (for women) – Cervical cancer is
the second leading cancer killer among women
today. An annual Pap screening is the best way to
Benefits and Pensions Monitor – April 2009

There are many ways employers and managers
can encourage employees to see healthcare professionals regularly and practice good self-care. One of
the easiest things we can do is to explore and develop
workplace wellness options in the office.
In-office wellness clinics are a great initiative that a
number of workplaces are already utilizing. Many regular screening measures – including those for diabetes,
blood pressure and cholesterol, osteoporosis, and vision
and hearing problems
– can be conducted onsite by trained health
professionals without
employees ever having to leave the office.
Employees requiring
further healthcare can
then be referred to their
family doctor or an
appropriate specialist.
As well, companies can look into offering alternative working arrangements to
provide flexibility for
appointments,
clinics, and treatment times – something that may be particularly attractive to older employees or those already
dealing with an illness or disability.
Promoting the importance and benefits of regular
checkups is vital in any workplace. Not only does it
help to prevent illness and unnecessary sick leave, it
also sends the message that employers and managers
care about health and wellness.
■

HEALTH
MATTERS
By: Caroline
Tapp-McDougall
Caroline Tapp-McDougall is the publisher of
Solutions: Canada’s
Family Guide to Home
Health Care and Wellness and the author of
The Complete Canadian Eldercare Guide
(solutions@bcsgroup.
com).
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ond people like to think of bonds as an
entirely separate asset class from stocks, but
the performance of fixed income markets in
2008 taught them a stark lesson: bonds have
plenty of equity risk. If you haven’t thought about
managing the equity risk in your bond portfolios, you
might want to, and risk-factor based investment allocation is an important tool to consider.
Since the Lehman bankruptcy, virtually every
class of bonds – other than Treasuries – has tracked
the gyrations of the equity markets. Conceptually,
this makes sense. The well-known Merton model that
links credit spreads to equities is based on the relationship between a corporation’s underlying assets
and its equity and debt. So it’s hardly surprising that
a drop in the asset value of a company impacts both
corporate stocks and bonds.
Macro Level
Correlation of assets at the macro level drives
home the point. Much of the real risk of investments resides in the equity markets. And major fixed
income indexes that represent the broad bond market have considerable exposure to equity market risk
because they contain significant amounts of mort-

has a beta of -0.10, it means that its returns are negatively correlated to the stock market. On the other
hand, high yield bonds typically show an equity beta
of almost one, meaning they are not only positively
correlated to the stock market, but they have volatility
in the same order of magnitude as the equity market.
This all leads to the question of what can be done
to limit the equity risk in a bond portfolio. One option
is to make risk, instead of asset class, the key allocation decision variable. If we assume that equities will
exhibit volatility of 30 per cent over a long holding
horizon, then a beta of one to equities in your portfolio means that you should be willing to tolerate a very
high likelihood (almost 35 per cent) of losing 30 per
cent of the value of your portfolio over the next year!
Risk-based allocation can help you to dial down
the equity risk factor beta in a portfolio to a level
of risk that investors can tolerate. For example,
an investor willing to take no more than a 15 per
cent annual drawdown would scale their portfolio’s
beta down to 0.5 (0.5 times 30 per cent equals 15
per cent). Yes, they might be giving up much of the
upside potential, but if they’re like me this year, their
marginal dollar might mean a lot more to them in
their pocket than it does in the stock market.

Managing The Equity Risk In Bonds
gages and corporate bonds. Since traditional bond Equity Beta
Let’s assume that Treasuries have an equity beta
indexes operate on the convention of market weighting, issuers with the largest outstanding bond issues of -0.10, cash and Treasury Inflation-Protected
Securities (TIPS) have an equity beta of zero,
have the highest representation in the index.
Naturally, as borrowing goes up, so does the mortgages and municipal bonds have an equity
risk of a default, which causes bond prices to fall. beta of 0.25, corporate bonds have an equity beta
of 0.50, and high
However, the typiFinra – Bloomburg Active US
yield bonds have
cal causes of fallCorporate Bond Indexes
an equity beta
ing equity prices
of one. Investors
– declining profitcan choose to get
ability, capital shortonly some of their
ages, or the prosequity beta from
pect of significant
equities and the
shareholder dilution
rest from bonds.
– also raise the risk
For instance, an
of default and cause
investor might put
bond prices to fall.
30 per cent in equiSo it follows that
ties (with a beta of
most of the default
0.3), 25 per cent in
risk in representative
mortgages or munis
bond indexes has
(with a beta contria lot of equity risk
bution of 0.06), and
mixed in. In periods
the rest of the beta
of market stress, that
budget in corporate
means that a tradibonds (0.14 beta or
tional ‘diversified
portfolio,’ such as a 60/30/10 mix, will behave as if roughly 30 per cent). The rest (15 per cent) could go
into cash and TIPS.
it’s almost completely in equities!
An added benefit of this approach is that equity
Consider the beta of various bonds and bond
indexes versus the S&P 500. Of course, the beta of beta from the corporate bonds is higher up in the
the stock market to itself is one and the beta of any capital structure, so if there is a default, the bondother security is the correlation of its returns multi- holder gets paid before the equity holder, and the
plied by the ratio of its volatility to the stock mar- investor may continue to receive yield, even as stock
    n
ket’s volatility. If a security such as a Treasury bond dividends are being cut.
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Market
Monitor
By: Vineer
Bhansali
Vineer Bhansali is a
managing director
and head of analytics
for portfolio management in the Newport
Beach office of PIMCO
(andrew.forsyth@
pimco.com).
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ncreasingly, the governance spotlight is turning to employee benefit plans. However, when
you mention the word governance, you get one
of three reactions:
◆ a rolling of the eyes
◆ a piercing stare that says ‘don’t go there’
◆ a dazed look, like a deer in headlights
When you avoid the word governance and talk
about developing best practices, understanding
and controlling risk, clarifying roles and responsibilities, and introducing processes to manage the
material aspects of a benefit plan, the look in the
eyes suddenly changes to one of relief. Human
resource and finance professionals are seeking
more direction and knowledge when it comes to
managing benefit plans and understand that better
results will flow from good governance rather than
relying on good luck.

◆ what has to be done to operate and supervise ben-

efit programs

◆ by whom
◆ how it is to be done to make sure it is effective
◆ when the activity needs to be completed

You need to care about benefits governance because
the greatest risk to an organization is exposure to
unknown unaffordable expense. And the very nature
of benefits and their potential liabilities can leave you
exposed and unaware. Here are some examples.
Your organization may well have committed to
unknown promises created by inconsistencies in
documentation, from lack of clarity in the benefit
being provided, and from unilateral contract changes
made by the insurance company.
Are there inconsistencies between insurance contracts, collective agreements, and your employee
communications? Do your contracts mirror the ben-

INSIDE
Annual Directory
Group Benefits
Starts on
Page 23
Annual Directory
Group Retirement
Starts on
Page 25

Choose Good Governance
Over Good Luck
The cost of benefit plans has increased significantly in the last five to 10 years. For many organizations, their non-pension benefit costs even exceed
their pension costs. And the benefits platform has
become more complicated.
However, despite this, historically there has been
little due diligence and oversight when it comes to
benefit plans. Benefits were a handshake deal, often
done over lunch. Plan provisions and coverage levels were too often set by insurance
companies and unions with little
long-term strategy considered.
Effective Governance
Companies are realizing that
effective governance is necessary to
manage the financial, legal, and reputational
risks of their businesses. These risks apply to benefit plans as well. In today’s environment, it is critical to develop best practices based on established
general principles since, in the event of litigation,
these will be the standards against which sponsors
of employee benefit plans will be measured.
So, what is benefit plan governance?
Generally speaking, governance sets out the
structure and processes for the oversight and management of all material aspects of the organization.
In terms of employee benefits, it involves a documented framework of principles and processes to
make sure that there is accountability, control, and
monitoring of the material aspects of benefit plans.
It includes:
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efits that are outlined in the collective agreement?
You may be exposed to unexpected costs, human
rights decisions, or potential class action suits due
to unclear rules and misunderstanding by both the
employee and the administrator. One example that
has directly impacted the balance sheets of many
organizations is the post-retirement benefit promise
and lack of clarity around eligibility. Defining eligible employees as ‘employees who retire on company pension’ rather than ‘employees who are
age 55 or older with at least 15 years

By: Kelly Bourne

of service’ could add millions of
dollars of expense to a large organization’s balance sheet.
Other examples relate to the
changing insurer marketplace.
Many insurance companies are
using a mass marketing approach to
make changes to contract wording and to
announce streamlined processes, leaving
the overworked and unsuspecting administrator to uncover the additional liabilities
that are being passed on to their organization. The streamlining of benefit processes
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and introduction of administrative efficiencies introduces new inconsistencies when
insurers pay claims based on their internal
practice rather than contractual provisions.
Lack Of Understanding
A lack of understanding of contractual provisions and non-compliance with
administrative requirements may result in
your organization self insuring benefits you
thought were insured.
One common example of lack of training
or knowledge of plan administrative requirements is late reporting of long-term disability
or worker’s compensation claims. When a
claim which had been made under worker’s
compensation is reported to the insurance
company after the reporting deadline, the plan
sponsor becomes liable for any life, AD&D,
and LTD claims. While the frequency of these
situations may be low, the potential claims
cost is high as the cost of these claims can
range from $100,000 to $400,000, depending
on the employee’s age and coverage level.
If you don’t have an extended health
pooling level in place or don’t understand
the pooling arrangement outlined in the
financial agreement, you may be at risk for
that $50,000 ongoing drug claim. Many
organizations do not have a benefits risk
management strategy and pooling levels
are often set by the insurance company
or someone in HR who may not have the
appropriate knowledge to make a decision.
Legislation is continually changing. To
avoid penalties and exposure to reputational risk, an organization’s administrative practices and plan documents must be
consistent with current legislation. For the
most part, changes in legislation are well
documented and well known, and insurance
companies do a fairly good job of making
the required adjustment to administration
practices and contract wording. However,
this isn’t always the case. For example
many insurance companies administer and
pay disability claims on an administration
services only basis. However, employment
insurance and Canada Pension Plan source
deductions may not be made. While fairly
common practice, this is not consistent with
CRA requirements and could expose organizations to tax penalties.
Absence/disability management is one
area where we see issues, particularly with
self-insured and self-administered plans
where there is often no formal documentation and processes and practices seem to be
non-existent or inconsistent. This can lead
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to unequal treatment of employees resulting
in lawsuits, and human rights disputes. A
recent case that went to the Supreme Court
of Canada resulted in an organization paying a $455,000 settlement because it did not
apply disability management best practices
and terminated a disabled employee.
Getting Started
So how does an organization introduce
an effective governance system to non-pension benefits? It’s not that difficult, but to be
successful it must be practical and be kept
simple. Relative risk should be considered
when applying governance principles.
There are strategic and tactical components to benefit plan governance. Ideally,
you would start with the strategic. It is sometimes difficult to fulfill some tactical functions such as developing an administrative
structure until some of the strategic questions around benefit plan design, delivery,
and financial arrangements are addressed. It
is a best practice to have articulated objectives around these issues – in essence, your
benefits philosophy.
Next, you should focus on the delegation of
roles and responsibilities and decision-making
structure. Best practices would involve clearly
articulating expectations of key parties and
developing approval structures for important
plan design, delivery, and financial decisions.
This flows through the existing governance
structure of the organization.
Once the governance structure is in place,
you can start addressing some of the tactical
issues relating to plan governance. Tactical
issues focus around such elements as:
◆ Plan design – Align plan design with
articulated objectives (competitiveness,
cost, flexibility, etc.) and check to ensure
that the plan design is sustainable into the
future. What are your costs anticipated to
be five years from now? Anticipate more
government cost shifting and consider
any changes in demographics – consider
both best case and worse case scenarios.
◆ Financial arrangements – Understand
and align financial arrangements and
costs with plan objectives, risk tolerance,
exposure to liability, and competitive
environment. The handling of any generated surpluses or deficits also needs to
be considered. Are employee surpluses
and deficits tracked separately? Understand your organization’s level of tolerance and be aware that the cost of risk
transfer is going to get higher.
◆ Plan documentation – Ensure documen-

tation is consistent, compliant, and upto-date. If you have not reviewed your
plan documents lately, this is a good
place to start. It will also help to build
the case for establishing a governance
framework. If you do nothing else, the
document review will make you more
aware of the possible risks that your
organization is exposed to.
◆ Communication and education – Ensure
employees and management decisionmakers have accurate information to
allow them to make informed decisions
and to avoid unintended promises. Make
sure the employees who are responsible
for orientation sessions and enrolments
understand the plan and the required
administrative steps. Several recent court
decisions have focused on what information was provided to employees at orientation, and what was not provided.
◆ Vendor management – Maximize value
delivered by vendors and to ensure providers are competent, fair, and offer
services that meet plan sponsor needs.
Ensure plan sponsors are paying claims
according to the contract.
◆ Administration – Ensure members
receive benefits they are entitled to and
payment of ineligible claims is limited.
A documentation of administration processes should provide administrators
with a road map to follow during any
life event (disability, leave of absence,
retirement, etc.) to ensure employees are
treated in a fair and consistent basis.
◆ Ensuring compliance – Incorporate
best practices to avoid legal, tax, and
accounting non-compliance.
Any governance framework should
incorporate due diligence best practices.
Regardless of the outcome, has the appropriate level of care been taken? The appropriate review and research should be performed before a decision is made. The decision should be properly documented along
with the rational for making the decision.
It is time to recognize the importance
of benefit plan governance and take action.
Implement good governance to ensure
benefit plan activity is optimized and risk
mitigated rather than relying on luck. The
lucky rabbit’s foot didn’t do much good
for the rabbit.
■
Kelly Bourne is a principal in
Mercer’s health and benefits
business (kelly.bourne@mercer.com).
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GROUP BENEFITS
AXA ASSURANCES INC. Catherine Guizzardi,
Accountant Analyst; Ste. 700 - 2020 University St.,
Montreal, QC H3A 2A5 PH: 514-282-6817 x2304
Fax: 514-282-7422 eMail: catherine.guizzardi@
axa-canada.com Web: www.axa.ca Products &
Services: Critical Illness, Basic and Voluntary AD&D,
Worldwide Accident, Group Travel Accident Insurance, Out-of-province/Worldwide Emergency
Excess Medical, Expatriate and Inpatriate Medical
BLUE CROSS LIFE INSURANCE COMPANY OF
CANADA Christine Thibault, Manager, Distributor Relations; 644 Main St., Box 220, Moncton,
NB E1C 8L3 PH: 506-867-4215 Fax: 506-8674646 eMail: christine.thibault@bluecrosslife.ca
ALBERTA BLUE CROSS Ray Pisani, Vice-president, Group, Individual & Government; 10009
108 St. N.W., Edmonton, AB T5J 3C5 PH: 780498-8500 Fax: 780-498-8989 eMail: rpisani@
ab.bluecross.ca Web: www.ab.bluecross.ca
Products & Services: Extended Health, Pay Direct
or Reimbursement Drug Plans, Dental, Life Insurance, AD&D, WI, LTD, Critical Conditions Benefits, Employee and Family Assistance Programs,
Health Spending Accounts, Taxable Spending
Accounts, Flexible Benefit Plans, Out-of-Canada
Emergency Medical, Drug Program Management, Individual Health and Dental Plans
MANITOBA BLUE CROSS Andrew Yorke, President & CEO; Box 1046, Winnipeg, MB R3C 2X7
PH: 204-775-0161 Fax: 204-774-1761 Web:
www.mb.bluecross.ca
MEDAVIE BLUE CROSS Laurier Fecteau, Senior
Vice-president, Private Business; 644 Main St.,
Box 200, Moncton, NB E1C 8L3 PH: 506-8674691 Fax: 506-867-4651 eMail: laurier.fecteau@
medavie.bluecross.ca Web: www.medavie.bluecross.ca Products & Services: Hospital, Travel,
Extended Health, Pay Direct Drugs and Dental,
Reimbursement Drugs and Dental, Health Spending Accounts, Health Risk Assessment, Employee
& Family Assistance Program, Attendance Support Program, Enhanced/Wellness Benefit Modules, Flex Benefits Plans, Web/Online Reporting,
Provider Claim Submissions over Web, Cost Plus
PACIFIC BLUE CROSS Morris Nord, Senior Vicepresident; 4250 Canada Way, Burnaby, BC V6B
4M1 PH: 604-419-2005 Fax: 604-419-2014
eMail: mnord@pac.bluecross.ca Web: www.
pac.bluecross.ca Products & Services: Extended
Health, Dental, Pay Direct or Reimbursement
Drug Plans, Life Insurance, Optional Life, AD&D,
Dep Life, STD, LTD, Critical Illness, Health Spending Accounts, EFAP, Out-of-country Emergency
Medical, Flex Benefit Plans, Web/Online Reporting, Individual Plans for Health and Dental,
Health Risk Assessment, Wellness Programs
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SASKATCHEWAN BLUE CROSS Todd Peterson,
Vice-president, Sales & Marketing; Box 4030,
516 2nd Ave. N., Saskatoon, SK S7K 3T2 PH:
306-667-5425 Fax: 306-664-1945 eMail: tpeterson@sk.bluecross.ca Web: www.sk.bluecross.
ca Products & Services: Health, Dental, Drugs,
Travel, Drug Card, EFAP, HSA, Vision Care, ASO,
Health Risk Assessment
CIGNA LIFE INSURANCE COMPANY OF CANADA Anna Liu, Controller; 55 Town Centre
Court, Ste. 606, Scarborough, ON M1P 4X4 PH:
416-290-6666 Fax: 416-290-0732 eMail: anna.
liu@cigna.com Web: www.cigna.com Products
& Services: Expatriates Benefits, Life, Medical,
Dental, Long-term Disability, Short-term Disability, Travel Accident AD&D, Personal Accident

CO-OPERATORS, THE Garry Herback, Vice-president, Product & Distribution; 1920 College Ave.,
Regina, SK S4P 1C4 PH: 306-347-6270 Fax: 306347-6806 eMail: garry_herback@cooperators.ca
Web: www.cooperators.ca/groupbenefits Products & Services: Dental Coverage/Online Dental
Claims, Drug Coverage/Drug Cards, Extended
Healthcare, Supplementary Hospital, Long-term
Disability, Disability Management Consulting,
Short-term Disability, AD&D, Employee Assistance Program, Wellness Program, Critical Illness, Health Spending Account, Rehabilitation
Services

DESJARDINS FINANCIAL SECURITY André
Simard, Vice-president, Sales, Group & Business Insurance; 2, Complexe Desjardins, East
Tower, 23rd Fl., Montreal, QC H5B 1E2 PH: 514285-7888 or 800-363-3072 x7888 Fax: 514285-2442 eMail: asimard@dfs.ca Web: www.
desjardinsfinancialsecurity.com Products & Services: Drug and Dental Insurance (Single Direct
Payment Card Available), Extended Healthcare
Insurance, Health Assistance Service, Absenteeism Management Tools, Disability Insurance
(Long-term and Weekly Indemnity), Employee
Assistance Program (EAP), Disability Prevention
Program, Health and Wellness Program, Flexible
Benefits Administration Tools

EMPIRE LIFE INSURANCE COMPANY, THE
Jim Norris, Vice-president, Group Marketing;
800-2550 Victoria Park Ave., Toronto, ON M2J
5A9 PH: 416-494-6834 x4237 Fax: 416-4947224 eMail: jim.norris@empire.ca Web: www.
empire.ca Products & Services: Life, Optional
Life, AD&D, Dependant Life, Dependant AD&D,
Weekly Indemnity, Long-term Disability, Extended
Health, Dental Care, ASO Health and Dental
EQUITABLE LIFE OF CANADA, THE Karen
Mason, Senior Vice-president, Group; One Westmount Rd. N., Waterloo, ON N2J 4C7 PH: 800722-6615 Fax: 519-883-7421 eMail: kmason@
equitable.ca Web: www.equitable.ca Products &
Services: Life, AD&D, Short-term Disability, Longterm Disability, Extended Healthcare, Dental,
Healthcare Spending Account

GREAT-WEST LIFE ASSURANCE COMPANY
Jeff Macoun, Senior Vice-president, Group Sales
& Marketing; 60 Osborne St. N., Winnipeg, MB
R3C 3A5 PH: 204-946-2927 Fax: 204-946-7305
eMail: jeff.macoun@greatwestlife.com Web:
www.greatwestlife.com Products & Services:
Dental, Drugs, Extended Health, Supplementary
Hospital, Long-term Disability, Short-term Disability, AD&D, Life and Optional Life, Critical Illness, Flexible Benefit Plans, Employee Assistance
Programs, Drug Cards, Rehabilitation Services,
Communication Materials, Electronic Enrolment,
Preferred Provider Network

GREEN SHIELD CANADA Steve Moffatt, Vicepresident, Sales & Marketing; 5140 Yonge St., Ste.
2100, Toronto, ON M2N 6L7 PH: 416-221-7001
x247 Fax: 416-733-1955 eMail: steve.moffatt@
greenshield.ca Web: greenshield.ca Products &
Services: Dental, Drug (including Pay-direct and
Deferred), Extended Health (including Vision),
Emergency Travel Assistance, Flexible Benefits,
Healthcare Spending Account, Personal (Taxable)
Spending Account, Wellness Programs, Employee
and Family Assistance Plans, Legal Assistance, Individual Health and Dental, Group Conversion, Drug
Cards, Proprietary Adjudication System, White
Label Claims Systems, Preferred Provider Networks
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eMail: neil.paton@rbc.com Web: www.rbcinsurance.ca Products & Services: Group Life (Basic,
Dependant & Optional), Accidental Death & Dismemberment, Critical Illness, Short-term Disability, Long-term Disability (including Best Doctors
and Work-life EAP)

INDUSTRIAL ALLIANCE, INSURANCE AND
FINANCIAL SERVICES INC. Scott Heard, Vicepresident, Sales & Marketing, Group Insurance;
522 University Ave., Toronto, ON M5G 1Y7 PH:
416-585-8911 Fax: 416-598-5131 eMail: scott.
heard@inalco.com Web: www.inalco.com Products & Services: Life Insurance, AD&D, Health and
Dental, Drug, Long- and Short-term Disability,
Disability Insurance and Management (including
Ergonomic Assessment, Absence Management,
Early Intervention, Claim Assessment), Wellness
Programs, Rehabilitation Services, Supplementary
Hospital, Small Group Business Product, Services for
Salary Continuance Plans, CostPlus, WCB Services,
Critical Illness, EDI Dental and Drug Cards, Flexible
Benefits, Health Spending Accounts, Employee
Assistance Programs
LA CAPITALE ASSURANCES ET GESTION DU
PATRIMOINE Jacques Tardif, Sales Director; Edifice le Delta II, 2875 boul. Laurier, bur. 100, Quebec
City, QC G1V 2M2 PH: 418-644-8942 Fax: 418644-4352 eMail: jacques.tardif@lacapitale.com
Web: www.lacapitale.com Products & Services:
Dental Only, Drug Only, Extended Health, Supplementary Hospital, Long-term Disability, Weekly
Indemnity, Flexible Benefits Plans, Employee
Assistance Program, Critical Illness, Health Saving Accounts, Communication Material, Eligibility Data Submitted Electronically to Adjudicator,
Legal Assistance Insurance, Work Attendance
Management Programs, Rehabilitation Services,
Travel Insurance, AD&D, Drug Cards
MANULIFE FINANCIAL Ron Hoskins, Assistant
Vice-president, Strategic Planning & Research;
380 Weber St. N., Waterloo, ON N2J 4V7 PH:
519-747-7000 x245583 Fax: 519-883-0406
eMail: ron_hoskins@manulife.com Web: www.
manulife.ca/groupbenefits Products & Services:
Extended Healthcare, Supplementary Hospital,
Drugs, Vision Care, Out-of-country Coverage,
Emergency Travel Assistance, Health Service Navigation, Dental Care, Flexible Benefits, Healthcare
Spending Accounts, Employee and Family Assistance Plans, Wellness, Public and Secure Websites,
EDI Dental, Pay Direct Drugs, Direct Deposit and
eEOB, Absence Management Solutions, Shortterm Disability, Long-term Disability, Rehabilitation
Services, Life Insurance, AD&D, Critical Illness
RBC INSURANCE COMPANY Neil Paton, Vicepresident, Distribution, Life & Health Businesses;
6880 Financial Dr., West Tower, Mississauga, ON
L5N 7Y5 PH: 800-387-1555 Fax: 905-813-4774
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Products & Services: Extended Health; Dental,
Drug, Travel Benefits, Vision, Drug Intervention
Programs, Pay-direct and Deferred Drug Plans,
Health Spending Accounts and Personal Spending Accounts, Voluntary Benefits (Critical Illness,
Optional Life and AD&D, Health and Dental for
Terminating and Retiring Group Plan Members),
Comprehensive Health and Disability Management Services (Health Risk Assessment Health
Promotion, Employee Assistance Programs, Total
Benefits

GROUP RETIREMENT
SSQ FINANCIAL GROUP Carl Laflamme, Vicepresident, Sales & Marketing; 2525, Laurier
Blvd., Box 10500, Ste-Foy Stn., Quebec City, QC
G1V 4H6 PH: 418-651-7000 x6598 Fax: 418652-2737 eMail: carl.laflamme@ssq.ca Web:
www.ssq.ca Products & Services: Dental, Drug,
Extended Health, LTD & STD, Life Insurance,
AD&D, Flexible Benefits Plan, Critical Illness Insurance, Co-ordination of Benefits, Communication
Material, Drugs and Dental Cards, Rehabilitation
Services, Health and Wellness Program

STANDARD LIFE Suzanne Caron, Vice-president, Pricing, Underwriting & Profitability; 2045
Stanley St., 8th Floor, Montreal, QC H3A 2V4 PH:
514-499-7999 x4419 Fax: 514-499-4465 eMail:
suzanne.caron@standardlife.ca Web: www.
standardlife.ca Products & Services: Weekly
Indemnity, Long-term Disability, Health Spending
Accounts, Extended Healthcare, Electronic Drug
Cards, Electronic Dental Claims, Adjudication,
Employee Assistance Program, Health and Wellness Programs, Rehabilitation Services, Disability
Consulting Services and Travel Assistance

SUN LIFE FINANCIAL Jan Warren, Assistant
Vice-president, Group Marketing Services;
225 King St. W., Toronto, ON M5V 3C5 PH:
416-408-8930 Fax: 416-595-1436 eMail: jan.
warren@sunlife.com Web: www.sunlife.com

BAICORP FINANCIAL INC. Tony Poverelli, Manager, Group Retirement Services; 1290 Cornwall
Rd., Unit C, Oakville, ON L6J 7W5 PH: 416-9873057 Fax: 905-844-8663 eMail: tony@baicorp.
ca Web: www.baicorp.ca
BMO FINANCIAL GROUP Richard Hong, Product Manager; 1 First Canadian Place, Box 150,
54th Floor, Toronto, ON M5X 1H3 PH: 416359-5521 Fax: 416-359-4088 eMail: richard.
hong@bmo.com Web: www.bmonesbittburns.
com Services & Products: Proprietary Products –
Group RRSPs, Individual Pension Plans; Through
Third-party Service Providers – Defined Contribution Plans, Deferred Profit Sharing Plans, Group
RRSPs, Group Savings Plans; Personalized Investment and Retirement Planning Advice
BUCK CONSULTANTS LIMITED Marina Scassa,
Director, Communications & Sales Support; 95
Wellington St. W., Ste. 1500, Toronto, ON M5J
2N7 PH: 416-644-9296 Fax: 416-865-1301 eMail:
marina.scassa@buckconsultants.com Web: www.
acsbuckcanada.com Services & Products: Administration-only for Group Pension and Savings Plans;
Actuarial Services for Group Pension Plans

CO-OPERATORS LIFE INSURANCE COMPANY
Laurie McLean, Director, Wealth Management
Products; 1920 College Ave., Regina, SK S4P
1C4 PH: 877-347-6341 x6466 Fax: 306-3476989 eMail: laurie_mclean@cooperators.ca
Web: www.cooperators.ca/life/groupretirement
Services & Products: Online Internet Access, Bilingual Toll-free Call Centre, Member Statements,
Newsletters, Packages and Education Sessions,
Variety of Investment Options including Variable and Guaranteed Rate Options (GROs) and
Pooled Investment Funds
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Don’t Sell Canada Short
TSX: AEM Agnico-Eagle Mines Ltd. • TSX: AGU Agrium Inc. • TSX: BMO Bank of Montreal • TSX: BNS Bank
of Nova Scotia • TSX: ABX Barrick Gold Corporation • TSX: BCE BCE Inc. • TSX: BVF Biovail Corporation • TSX:
BBD.B Bombardier Inc. • TSX: BAM.A Brookfield Asset Management Inc. • TSX: CCO Cameco Corporation
• TSX: CM Canadian Imperial Bank of Commerce • TSX: CNR Canadian National Railway Company • TSX:
CNQ Canadian Natural Resources Ltd. • TSX: COS.UN Canadian Oil Sands Trust • TSX: CP Canadian Pacific
Railway Ltd. • TSX: CTC.A Canadian Tire Corporation • TSX: ENB Enbridge Inc. • TSX: ECA EnCana Corporation
• TSX: ERF.UN Enerplus Resources Fund • TSX: FM First Quantum Minerals Ltd. • TSX: FTS Fortis Inc. • TSX:
GIL Gildan Activewear Inc. • TSX: G Goldcorp Inc. • TSX: AER Groupe Aeroplan Inc. • TSX: HSE Husky Energy
Inc. • TSX: IMO Imperial Oil Ltd. • TSX: IMN Inmet Mining Corporation • TSX: K Kinross Gold Corporation •
TSX: L Loblaw Companies Ltd. • TSX: MG.A Magna International Inc. • TSX: MFC Manulife Financial Corporation
• TSX: MDS MDS Inc. • TSX: NA National Bank of Canada • TSX: NXY Nexen Inc. • TSX: NT Nortel Networks
Ltd. • TSX: PWT.UN Penn West Energy Trust • TSX: PCA Petro-Canada Inc. • TSX: POT Potash Corporation of
Saskatchewan Inc.• TSX: POW Power Corporation of Canada • TSX: RIM Research In Motion Ltd. • TSX: RCI.B
Rogers Communications Inc. • TSX: RY Royal Bank of Canada• TSX: NCX NOVA Chemicals Corporation • TSX:
SAP Saputo Inc. • TSX: SC Shoppers Drug Mart Corporation • TSX: SNC SNC Lavalin Inc. • TSX: SLF Sun Life
Financial Inc. • TSX: SU Suncor Energy Inc. • TSX: TLM Talisman Energy Inc. • TSX: TCK.B Teck Cominco Ltd. •
TSX: T Telus Corporation • TSX: TRI Thomson Reuters • TSX: THI Tim Hortons Inc. • TSX: TD Toronto-Dominion
Bank • TSX: TA TransAlta Corporation • TSX: TRP TransCanada Corporation • TSX: UUU Uranium One • TSX:
WN Weston, George Limited • TSX: YRI Yamana Gold Inc. • TSX: YLO.UN Yellow Pages Income Fund

Buy Inverse Instead
HIX on the TSX
Introducing HIX, HBP’s new single inverse ETF that tracks the opposite of the S&P/TSX 60™
Canada’s Large Cap Equity Index. On days when the Index goes down, HIX goes up*.
Simple to buy. Easy to trade. RSP and TFSA eligible.

For information go to www.HBPETFs.com or call Howard Atkinson at 416-777-5167.

Made in Canada

Also trading: HIF - HBP S&P/TSX Financials™ Inverse ETF
HIE - HBP S&P/TSX Energy™ Inverse ETF
HIG - HBP S&P/TSX Global Gold™ Inverse ETF

BLOOMBERG TYPE HETF <GO>

Commissions, trailing commissions, management fees and expenses all may be associated with Horizons BetaPro Exchange Traded Funds (“HBP ETFs”). HBP
ETFs are not guaranteed, their values change frequently and past performance may not be repeated. *HIX tracks the daily inverse performance. All trademarks/service marks are registered by their respective owners and licensed for use by BetaPro Management Inc. All the respective owners or any of their
affiliates do not sponsor, endorse, sell, promote or make any representation regarding the advisability of investing in HBP ETFs. Complete trademark and service
mark information is available at www.hbpetfs.com/trademark. "Standard & Poor's®" and "S&P®" are registered trademarks of The McGraw-Hill Companies, Inc.
and "TSX®" is a registered trademark of the TSX Inc. These marks have been licensed for use by BetaPro Management Inc. The HBP ETFs are not sponsored,
endorsed, sold, or promoted by Standard & Poor's or TSX Group and its affiliated companies and neither party make any representation, warranty or condition
regarding the advisability of investing in the HBP ETFs. Please read the prospectus before investing.

ANNUAL DIRECTORY

teed Investments, Life Cycle Portfolios and Customized Life Cycle Portfolios

DESJARDINS FINANCIAL SECURITY David
Charbonneau, Regional Vice-president, Business Development, National Accounts, Group
Retirement Savings; 1, Complexe Desjardins,
South Tower, 21st Floor, Montreal, QC H5B 1E2
PH: 514-350-8700 x2335 Fax: 514-285-8766
eMail: david.charbonneau@dfs.ca Web: www.
desjardinsfinancialsecurity.com Services & Products: Participant Education, Plan Management
Services, Investment Solutions, DC Plans, Group
RRSPs, DPSPs, Non-registered Plans, Simplified
Pension Plans, Individual Pension Plan, Single
Premium Annuities, TFSAs, RIF/LIF, Annuities

GREAT-WEST LIFE ASSURANCE COMPANY
Jeff Aarssen, Vice-president, Distribution, Group
Retirement Services; 255 Dufferin Ave., T-540,
London, ON N6A 4K1 PH: 519-435-7038 Fax:
519-435-7800 eMail: jeff.aarssen@gwl.ca Web:
www.grsaccess.com Services & Products: RPP/
SPP; RRSP; DPSP; EPSP; Non-registered Savings;
Tax-free Savings Account; Employee Benefit Plan;
Deferred Salary Leave Plan; Investment-only; Group
LIF; Group RRIF; Annuity; CAP Recordkeeping;
Communication Materials; Educational and Transactional Website for Members, Plan Sponsors, and
Advisors; Toll-free Client Service Centre; Education
Seminars and Videos; Financial Advisors

INDUSTRIAL ALLIANCE René Chabot, Senior
Vice-president; 1080 Grande Allée W., Quebec
City, QC G1K 7M3 PH: 418-684-5252 Fax: 418684-5187 eMail: rene.chabot@inalco.com Web:
www.inalco.com Services & Products: DC Plans
– RPPs, SPPs, RRSPs, DPSPs, TFSAs; DB Plans –
RPPs, IPPs, SERPs, Retirement Compensation
Arrangements; Annuity Products – Insured or
Guaranteed Annuities, RRIFs, LIFs; Investment
Services – Investment-only Services, Investment
Funds, Dynamic Asset Management, GuaranBenefits and Pensions Monitor – April 2009

INTEGRA GROUP RETIREMENT SERVICES Joan
Johannson, President & Managing Director; 2020
Winston Park Dr., Ste. 200, Oakville, ON L6H 6X7
PH: 905-829-1131 Fax: 905-829-2726 eMail:
jjohannson@integra.com Web: integragrs.com
Services & Products: Recordkeeping and Administrative Services for Defined Contribution Plans
including MPPPs, GRRSPs, DPSPs, EPSPs, Stock
Purchase Plans, Taxable Savings Plans, Services for
Flexible Components for DBPPs, Personal Service,
Customized Solutions, Member Education and
Decision-making Support
LA CAPITALE ASSURANCES ET GESTION DU
PATRIMOINE Jacques Tardiff, Sales Director;
Edifice le Delta II, 2875, boul. Laurier, bur. 100,
Quebec City, QC G1V 2M2 PH: 418-644-8942
Fax: 418-644-4352 eMail: jacques.tardif@lacapitale.com Web: www.lacapitale.com Services &
Products: Group Annuities, Group RRSP
MANULIFE FINANCIAL Nancy Campbell, Product Director; Box 396, Waterloo, ON N2J 4A9
PH: 519-747-7000 x237414 Fax: 519-7476182 eMail: nancy_campbell@manulife.com
Web: www.manulife.ca/gro Services & Products:
RPPs, RRSPs, DPSPs, NRSPs, TFSAs, Stock Plans,
Defined Benefit Investment-only, Member Statements, Customized Member Enrolment Kits
MORNEAU SOBECO Zahid Salman, Executive
Vice-president; 895 Don Mills Rd., Ste. 700, One
Morneau Sobeco Centre, Toronto, ON M3C 1W3
PH: 416-383-6456 Fax: 416-445-7989 eMail: zsalman@morneausobeco.com Web: www.morneausobeco.com Services & Products: Actuarial, Consulting, Administrative Services, Plan Design, Plan Documentation, Governance, Investment Management
Consulting, Executive Arrangements, Employee
Communication, Administration Solutions including
Traditional Third-party Administration and Full Outsourcing, Call Centres, Self-service Tools
RBC ASSET MANAGEMENT Denise Costa,
National Sales Manager; 20 King St. W., Toronto,
ON M5H 1C4 PH: 416-955-6032 Fax: 416-9555196 eMail: denise.costa@rbc.com Web: www.
rbcinvestments.com/gfs Services & Products:
Group RRSP, Deferred Profit Sharing Plans
SEI CANADA David Lester, Director, National
Accounts; 70 York St., Ste. 1600, Toronto, ON
M5J 1S9 PH: 416-847-6370 Fax: 416-777-9093
eMail: dlester@seic.com Web: www.seic.com

SSQ FINANCIAL GROUP INVESTMENT AND
RETIREMENT Francois Godin, Director of Financial
Analysis & Contract Management; 1245 Chemin
Ste-Foy, Box 10510, Quebec City, QC G1V 4H5
PH: 418-651-7000 x5249 Fax: 418-688-7791
eMail: francois.godin@ssq.ca Web: www.ssq.ca
Services & Products: DB Plans, DC Plans, Group
RRSPs, SSPs, Non-registered Plans, Annuities, Plan
Administration, Recordkeeping

STANDARD LIFE ASSURANCE COMPANY
OF CANADA, THE John Moore, Regional Vicepresident, Sales; 100 Sheppard Ave. E., Ste. 1138,
North York, ON M2N 6N5 PH: 416-224-3535
x3305 Fax: 416-224-3434 eMail: john.moore@
standardlife.ca Web: www.standardlife.ca Services & Products: Defined Benefit Plans, MPP
Plans, Deposit Administration, Group RRSPs,
DPSPs, Non-registered Plans, Group Annuities,
Group RRIF/LIF Plans

SUN LIFE FINANCIAL Lynn MacAdam, National
Vice-president, National Accounts Sales; 225 King
St. W., 5th Floor, Toronto, ON M5V 3C5 PH: 416408-7963 Fax: 416-595-6295 eMail: lynn.macadam@sunlife.com Web: www.sunlife.ca Services & Products: Defined Contribution Pension
Plan; Group Registered Retirement Savings Plan;
Deferred Profit Sharing Plan; Savings Plans, Tax
Free Savings Account; Non-registered Plans; Stock
Plans; Investment-only Plans; Integrated Group
Retirement Services and Group Benefits Access
TD FUTURE BUILDER GROUP SAVINGS PLAN
Mark Ross, National Manager; 161 Bay St., 32nd
Floor, TD Canada Trust Tower, Toronto, ON M5J
2T2 PH: 416-308-3258 Fax: 416-983-3694
eMail: mark.ross@td.com Web: www.tdcanadatrust.com/groupsavings Services & Products:
Fully Customized Group Saving Plan Solution ■
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A singular focus on fixed income.

Your partner for specialized fixed
income and credit solutions.

Who’s helping you?
Extraordinary times call for extraordinary solutions:
Opportunistic • Credit • Long Duration • Liquid Products • Global • High Yield • Emerging Markets

For more information, please contact:
Glenn Hill
ghill@standish.com

Rich Terres
richard.terres@bnymellon.com

A BNY MELLON ASSET MANAGEMENT COMPANY

www.standish.com
This advertisement is a ﬁnancial promotion and is not intended as investment advice or an offer or solicitation in any jurisdiction or in any circumstances in which such offer
or solicitation is unlawful or not authorized. Our investment products are not insured by the FDIC (or any other state or federal agency) and are not guaranteed by any bank.
BNY Mellon Asset Management offers a diverse array of investment strategies and products, some with special risks and limitations. Past performance is not a guide to
future performance. The value of investments and the income from them is not guaranteed and can fall as well as rise due to stock market and currency movements. BNY
Mellon Asset Management is the umbrella organization for The Bank of New York Mellon Corporation's afﬁliated investment management ﬁrms and global distribution
companies. Interests in any investment vehicles may be offered and sold in Ontario through BNY Mellon Asset Management Canada, Ltd., a registered Investment Counsel
Portfolio Manager and a Limited Market Dealer Standish Mellon Asset Management Company LLC (‘Standish’) and BNY Mellon Asset Management Canada, Ltd. are
ultimately owned by The Bank of New York Mellon Corporation.
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FIXED INCOME MANAGERS

H

ow does a given entity, reliant upon history as a guide, prepare for an event which
has never occurred? As well, how does a
pension fund meet its liabilities today as
well as in the future? These are difficult, but timely,
questions given the current state of global financial
markets. Asset levels along with personal wealth figures are diminishing at a pace unknown to this modern era. Institutional investors – disciplined, goal-oriented, and deeply focused on process – are faced with
the task of weathering the inherent uncertainty posed
by capital markets over long periods of time.
As many pension funds operate with their actuarial assumption rate as a guide for return requirements – generally falling somewhere between six and
seven per cent – asset allocation modeling tools tend
to emphasize equities and alternative investments to
account for the majority of appreciation potential

ages investors to accept razor thin yields in return
for safety of principal, effective yields are pushed
lower still. The aforementioned pension funds, characterized most notably by a dedicated asset pool and
liabilities which can be forecasted far out into the
future, must pay current retirees as well as younger
employees who will not collect benefits for many
years to come. Other entities including foundations,
endowments, workers compensation pools, and the
like are also faced with the prospect of meeting
spending rate targets or covering the cost of injury
and illness claims. These investors must generate
sufficient yield through allocation to fixed income as
well as mitigate overall volatility.
Current Environment
The world of fixed income can be divided into
two main segments comprised of government issues

Corporates Provide Strength
In Today’s Bond Environment
over time. Since equity markets have dropped precipitously back to levels unseen since the mid-’90s,
what alternative sources can be accessed to provide
reduced volatility during these precarious
times? Bonds, real
estate, commodities,
and cash are all valid
choices. However, at
the end of the day, fixed
income instruments are
traditionally relied upon to
buoy fund portfolios during
periods of downward equity
performance.
Value Proposition
Predictable cash flows,
the prospect of principal
return and a history
of lower volatility
relative to their equity
counterparts highlight
the value proposition of
bond investment within
the asset mix decision.
What happens to this strategy when central banks, in
an effort to spur economic
growth, lower interest rates
to levels approaching zero? As
fear of corporate defaults encourBenefits and Pensions Monitor – April 2009

– under which agency and non-agency securities,
provincial notes, and municipal bond offerings fall –
and corporate debt. Anecdotal evidence suggests that
lately there has been
a growing interest in
corporate bond offerings among the institutional community.
The Bank of Canada is very much concerned about the deepening recession in the United
States and its subsequent
impact on the Canadian
economy. Additionally, a
marked slowdown in the
manufacturing and housing
sector further amplified the
case for the Bank of Canada to
reduce interest rates
in order to stimulate
the economy. Within
the bond market, Canadian government issues
rallied during the fourth
quarter of 2008 as flight
to quality became of paramount importance to investors. That notwithstanding,
Canadian corporate bonds had
little reaction to the significant
decline in bond yields, exacer-

By: Steven R.
Pines

INSIDE
Directory Of
Fixed Income
Managers
starts on
Page 33
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SERVICES

P E N S I O N A D M I N I S T R AT I O N
S O L U T I O N S T H AT W O R K F O R Y O U

THIR D PART Y P EN SION P LAN
AD MI NISTRATION

THE RECESSION BUSTER

End to end administration of DB, DC and Hybrid
plans.

During times of economic uncertainty businesses are looking for
ways to cut costs but maintain their high level of customer service.

SOFTWA RE SOLUTION S
Penad’s PX3000™ leading edge software suite


HRIS Management



DB, DC, CAP Plans Administration



Life and Health Benefits Administration



PX3000™/Report Builder



PX3000™/CL Member Contact
Management

Penad has answered this call with its innovative and cost reducing
60/36 solution. No other similar offering exists in the industry today
What is 60/36?
PENAD will provide administration services for your pension plan at
60% of the average annual cost you paid over the past three years.
1
And we’ll guarantee this price for the next three years

WEALT H MANAG EM ENT AN D RETIRE
RET IRE ME NT
PLANNING


Individual retirement planning is provided
1

by RetireeGuidance Solutions


Individual wealth management services
provided by Price Global Capital
Management

1

1. RetireGuidance Solutions and Price Global
Capital Management are members of the
Penad Global Alliance Partnership

Call us today to find out more about our recession buster solution
Yours truly,
Matthew Price
Global Business Development
519.743.9000 x224
mprice@penad.ca

Only the Best

1 savings are based on Penad providing comparable services

WWW.PENAD.CA
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bating spreads relative to government debt
across maturities.
Higher yields and the potential for atypical
price appreciation make Canadian corporates
an attractive alternative for institutional investors looking for current yield. So what is the
magnitude of this sizable disconnect between
government and corporate bond rates? Comparing spreads from December 31, 2007, and
December 31, 2008, corporate bonds clearly
have significant ‘value’ from a yield pickup
perspective. Most notably, the change in
spread between A-rated corporates and midterm government issues increased from 135
bp (basis points) to 462 bp over the 2008 calendar year. For the more risk-inclined, high
yield corporate spreads (again versus midterm government bonds) rose from 335 bp to
939 bp as of the year-end, 2008.
Economic Summary
Having stated the benefit proposition
which considers an increase to corporate
bond investment, how do current economic
underpinnings impact the overall thesis? Like
most major industrialized nations, Canada is
forecasted to be in the midst of a prolonged
recession based on the most recent quarterly
economic data. As of the fourth quarter of
2008, Canadian GDP declined 3.4 per cent on
an annualized basis, the largest such decline
since the first quarter of 1991. Furthermore,
recent declines in terms of trade and confidence are prompting more cautious behaviour
by households and businesses, which might
further exacerbate the current downturn.
The Bank of Canada’s bearish outlook
also warned that delays in resurrecting the
global financial system could mean that
Canadian output will not begin to improve
until early 2010. Additionally, the nature of
the U.S. recession, with very weak auto and
housing sectors, is particularly challenging
for Canadian corporations. On a positive
note, weakness in the Canadian dollar, which
has traded lower over the past year versus the
U.S. currency, benefits exporters in the face
of the marked reduction in global demand for
Canadian goods. Given this backdrop, can
Canadian corporations meet their future debt
service obligations and, more importantly,
how does one quantify this risk of default
based upon historic trends benefit given the
nature of the current environment?
Opportunities And Risks
In the world of financial markets, the
spread widening described in earlier secBenefits and Pensions Monitor – April 2009

tions describes the magnitude of risk aversion
attributable to investors insofar as corporate
bond purchase is concerned. As such, their
demand for yield (which moves in the opposite direction of price) rises in line with their
requirement for increased compensation.
Expectedly, corporate bond issuance has been
significantly slowed as borrowing costs have
skyrocketed for firms looking for fresh capital
in this recessionary environment. That said,
Canadian bond issues which are coming to
market as of late are primarily those backed
by financial and energy concerns. In fact, 77
per cent of the issuance during the third quarter of 2008 came from banks, credit card companies, and other financial institutions.
To that end, current issuance of investment grade debt instruments abounds
from the largest and most stable franchises
across the country, compensating investors
with generous current yields. As the recent
demise of several long-standing financial
institutions in the U.S. has demonstrated,
though, investment grade debt obligations
can quickly and irreversibly deteriorate
in value to pennies on the dollar with no
opportunity for repayment of principal.
In terms of number of issues, corporate
bonds recently brought to market by energy
concerns are also in plentiful supply and
constitute approximately 25 per cent of the
DEX Universe All Corporate Bond Index
(as of March 6, 2009).
From a macro perspective, the energy
space has been one of tremendous concern
as oil prices have fallen considerably over
the past year. Since recently peaking at
C$850/cubic metre in mid-2008, oil prices
have dropped well below C$300 into 2009.
That notwithstanding, several of the largest companies within the oil services sector
issued bonds early in 2009 and were even
offered without necessarily garnering ratings of ‘A’ or better.
Still, many wonder where the risk of bond
default is today and how it impacts the decision to move away from government-backed
securities. According to Moody’s Investor
Service, 10 Canadian bond issuers defaulted
on payment during 2008 (relative to 74 within
the U.S.). What, if anything, can be derived
from recent default experience? For the past
four decades, the average default rate on
investment grade corporate bonds has been
less than one per cent, according to Moody’s.
Understanding the unique nature of
the current recessionary environment, the
Bank of Canada has made a commitment

to ‘quantitative easing,’ an expansion of the
central bank’s traditional role to include
purchasing troubled assets (including
corporate bonds) for the first time in the
nation’s history. The Bank of Canada’s program stops short of buying corporate bonds
outright, but will allow clients such as pension funds to swap bonds for loans of up to
three months. Along this line of action, the
Bank of Canada recently took measures to
protect holders of asset-backed securities.
Excessive Widening
The discussion around corporate bond
investment demands a further examination
of the risk/return tradeoff given the excessive widening of yield spreads. Additionally,
institutional investors must analyze their own
tolerance for risk and the effect that a shift to
corporate bonds might have on risk budgeted
for the overall fixed income program.
Nonetheless, prudence would dictate that
the corporate allocation requires an emphasis on diversification. While forecasters can
speculate as to the viability of heavy industry or raw material producers in the shortrun, sector exposure should be as broad as
possible given the considerable volatility in
today’s marketplace. Ultimately, the search
for yield, current income, and mitigation of
risk is clearly front-of-mind with institutional investors.
A recent conversation with a client
responsible for an institutional investment
portfolio put the argument into good perspective: “For us, it was as simple as the
fact that spreads were the widest in history,
and this was for ‘A’ or better corporates.
We decided to go with an active manager
with a focus on credit analysis, so even if
there are some defaults in investment grade
corporates, we will hopefully have the manager identifying problem securities well in
advance. Spreads may take some time to
revert back to normal, but I think they will
eventually.”
“Eventually” is what all investors, institutional and otherwise, are hoping that capital markets return to as far as lower volatility and a steady state of expected returns is
concerned. For everyone involved, the hope
is that “eventually” happens sooner rather
than later.
■
Steven R. Pines is senior
investment consultant, U.S.
and Canadian public funds,
The Northern Trust Company.
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Dear Plan Sponsor,
Marret Asset Management Inc. is an employee-owned ﬁrm specializing in the analysis of higher
yielding corporate securities. The ﬁrm was founded in 2000 in Toronto and accepted its ﬁrst
pension account in 2001.
Non-investment grade corporate debt is a separate and distinct asset class with a unique return,
risk and correlation proﬁle. We believe that the only viable model for investing in high yield
corporate debt is to do it full-time. The intricacies of the asset class demand a dedicated team of
analysts. Marret has the largest high yield team and a depth of experience that is unrivalled in
Canada. We invest in the bonds of operating companies across all industries and our analysts
focus on speciﬁc industry sectors in which they have expertise.
For investors considering tactical allocations to the asset class, we think the current environment
is setting-up a unique entry point. High yield credit spreads, using the Merrill Lynch High Yield
Master II index, peaked at 2,182 basis points over Treasuries on December 15, 2008. The 1,941
basis point widening from the historic tights of 241 basis points on June 5, 2007 was
unprecedented (as were many things this cycle). In prior recessions, high yield spreads peaked at
1,000 to 1,100 basis points.
On the risk side of the equation, the speculative grade default rate, as measured by Moody’s
Investors Services, was 5.15% in January, but is moving quickly towards prior recessionary
peaks of 12-13%. Depending on recovery assumptions (which we think have to be much lower
this cycle) current spreads are discounting much higher losses – nearly twice that experienced
during the Great Depression. We believe that current spreads reﬂect an enormous liquidity
premium due to massive de-leveraging of the ﬁnancial system and will lead to the highest returns
ever, both absolute and risk adjusted.
High yield is an early cycle asset class. In the ﬁrst two years coming out of the last three
recessions, the compound annual return of the Merrill Lynch High Yield Master II index has
handily beaten or matched the return of the S&P 500. The ﬁrst year out of recession, including
2003, typically has an index return in the 25% to 30% range. The turmoil of today, while not yet
over, is the lead in to this type of return for the asset class.
If you would like more information, please contact me at 416-214-5800.
Best Regards,

Barry Allan,
President & Chief Investment Ofﬁcer

150 King Street West, Suite 2304, P.O. Box 22, Toronto, Ontario, M5H 1J9
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ACUITY INVESTMENT MANAGEMENT
INC. Michael Peck, Senior Vice-president,
Institutional; 40 King St. W., Scotia Plaza,
55th Floor, Toronto, ON M5H 3Y2 PH:
416-867-2559 Fax: 416-366-2568 eMail:
michael_peck@acuityfunds.com Web: www.
acuityfunds.com Manager Style: Credit, Core
Plus Bond Mandate

ADDENDA CAPITAL INC. Joe DiMassimo,
Senior Vice-president, Client Service &
Sales; 36 Toronto St., Ste. 1150, Toronto,
ON M5C 2C5 PH: 416-943-1010 Fax: 416955-0808 eMail: j.dimassimo@addendacapital.com Web: www.addenda-capital.
com Manager Style: Yield Curve, Credit,
Immunized, Core Bonds, Active Duration
Bonds
ALLIANCEBERNSTEIN L.P. Sandra Nuttall,
Director - Client Relations; Brookfield Place,
161 Bay St., Toronto, ON M5J 2S1 PH: 416572-2335 Fax: 212-756-4405 eMail: sandra.nuttall@alliancebernstein.com
Web:
www.alliancebernstein.com/institutional
Manager Style: Yield Curve, Credit, Structured Products, Index, Quantitative
AMI PARTNERS INC. Craig Labbett, Vicepresident, Marketing; 26 Wellington St.
E., Ste. 800, Toronto, ON M5E 1S2 PH:
416-865-0731 Fax: 416-865-9241 eMail:
clabbett@amipartners.com Web: www.
amipartners.com Manager Style: Multiple
Strategies (Yield Curve, Credit, Duration,
Sector)
AURION CAPITAL MANAGEMENT INC.
James Clark, Vice-president, Business Development; 120 Adelaide St. W., Toronto, ON
M5H 1T1 PH: 416-866-2445 Fax: 416-363-

ADVERTISING WORKS!
You saw this one didn’t you?
Call John L. McLaine

416-494-1066
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6206 eMail: jclark@aurion.ca Web: www.
aurion.ca Manager Style: Yield Curve,
Credit, Index

BAKER GILMORE & ASSOCIATES INC.
Bruce Shewfelt, Head of Institutional Sales
- Connor, Clark & Lunn Financial Group;
1002 Sherbrooke St. W., Ste. 2620, Montreal, QC H3A 3L6 PH: 416-869-2020 Fax:
416-363-2089 eMail: bshewfelt@cclgroup.
com Web: www.cclinvest.com Manager
Style: Yield Curve, Credit, Multiple, Diversified Strategies
BARCLAYS GLOBAL INVESTORS CANADA LIMITED Eric Leveille, Head of Canadian Institutional Business; 161 Bay St.,
Ste. 2500, Toronto, ON M5J 2S1 PH: 416643-4000 Fax: 416-643-4049 eMail: eric.
leveille@barclaysglobal.com Web: www.
barclaysglobal.com Manager Style: Quantitative
BARRANTAGH INVESTMENT MANAGEMENT INC. Robert Cruickshank, Vicepresident, Marketing & Client Services;
100 Yonge St., Ste. 1700, Toronto, ON
M5C 2W1 PH: 416-868-6295 Fax: 416868-6593 eMail: cruickshank@barrantagh.
com Web: www.barrantagh.com Manager
Style: Yield Curve, Credit
BEUTEL, GOODMAN & COMPANY LTD.
William W. Ashby, President; 20 Eglinton
Ave. W., Ste. 2000, Toronto, ON M4R 1K8
PH: 416-485-1010 Fax: 416-485-1799 eMail:
asokolova@beutelgoodman.com
Web:
www.beutelgoodman.com Manager Style:
Yield Curve, Credit, Immunized, Quantitative,
Active, Duration, Interest Rate Anticipation,
Sector Swapping, Maturity Swapping
BLACKROCK Tom Goodrum, Managing
Director; 40 East 52nd St., New York, NY
10022 PH: 212-810-3729 Fax: 212-9351370 eMail: tom.goodrum@blackrock.
com Web: www.blackrock.com Manager
Style: Yield Curve, Credit, Sector Allocation
& Issue Selection, Duration & Yield Curve
Management

BNY MELLON ASSET MANAGEMENT
Richard Terres, Senior Vice-president
& Director of Marketing; 320 Bay St.,
Toronto, ON M5H 4A6 PH: 416-643-6354
eMail: richard.terres@bnymellon.com Web:
www.bnymellon.com Manager Style: Yield
Curve, Credit, Structured Products, Index,
Immunized, Quantitative
BRANDES INVESTMENT PARTNERS, L.P.
Clifford Schireson, Director - Institutional
Services & Co-head of Fixed Income; 11988
El Camino Real, Ste. 500, San Diego, CA
92130 PH: 858-755-0239 Fax: 858-7550916 eMail: rfps@brandes.com Web:
www.brandes.com Manager Style: Credit,
Bottom-up Security Selection
CANSO INVESTMENT COUNSEL LTD.
Heather Mason-Wood, Vice-president; 100
York Blvd., Ste. 550, Richmond Hill, ON L4B
1J8 PH: 905-881-8853 Fax: 905-881-1466
eMail: heathermw@cansofunds.com Web:
www.cansofunds.com Manager Style: Credit
CIBC GLOBAL ASSET MANAGEMENT
INC. Michel Jalbert, Vice-president, Head
of Institutional Business Development &
Marketing; 1000 de la Gauchetiere W.,
Ste. 3200, Montreal, QC H3B 4W5 PH:
514-876-6907 Fax: 514-875-9364 eMail:
michel.jalbert@cibc.ca Web: www.cibcam.
com Manager Style: Yield Curve, Credit,
Structured Products, Index, Immunized,
Quantitative

CLAYMORE INVESTMENTS, INC. Jeffrey
Logan, Vice-president; 200 University Ave.,
13th Floor, Toronto, ON M5H 3C6 PH: 866417-4640 Fax: 416-813-2020 eMail: jlogan@
claymoreinvestments.ca Web: www.claymoreinvestments.ca Manager Style: Index

33

ANNUAL DIRECTORY 2009

FIXED INCOME MANAGERS
EIM MANAGEMENT (USA) INC. Paul Heffernan, Director, Business Development;
750 Lexington Ave., 27th Floor, New York,
NY 10022 PH: 212-371-9000 Fax: 212371-9111 eMail: pheffernan@eimusa.com
Manager Style: Fund of Hedge Funds
CONNOR, CLARK & LUNN INVESTMENT
MANAGEMENT LTD. Bruce Shewfelt,
Head of Institutional Sales - Connor, Clark
& Lunn Financial Group; 2200-1111 West
Georgia St., Vancouver, BC V6E 4M3 PH:
416-869-2020 Fax: 416-363-2089 eMail:
bshewfelt@cclgroup.com Web: www.cclinvest.com Manager Style: Yield Curve,
Credit, Quantitative
CORDIANT CAPITAL INC. David G. Creighton, President & CEO; Ste. 2400 - 1010
Sherbrooke St. W., Montreal, QC H3A 2R7
PH: 514-286-1142 Fax: 514-286-4203
eMail: info@cordiantcap.com Web: www.
cordiantcap.com Manager Style: Credit

FIERA CAPITAL INC. Sam Reda, Vice-chairman; 1501 McGill College Ave., Ste. 800,
Montreal, QC H3A 3M8 PH: 514-954-3300
Fax: 514-954-3325 eMail: sreda@fieracapital.com Web: www.fieracapital.com Manager Style: Yield Curve, Credit, Structured
Products, Index, Immunized

FORTIS INVESTMENT MANAGEMENT
CANADA LTD. Christine Girvan, CEO;

C

M

Y

Simon Segall, Vice-president, Institutional
Sales & Client Service; 225 King St. W., 9th
Floor, Box 278, Metro Centre, Toronto, ON
M5V 3M2 PH: 647-826-4403 or 647-8264404 Fax: 647-826-4429 eMail: christine.
girvan@fortisinvestments.com or simon.
segall@fortisinvestments.com Web: www.
asset.fortis.com Manager Style: Yield
Curve, Credit, Structured Products, Index,
Immunized, Quantitative, Global High
Yield, Global Emerging Market Bonds
FOYSTON, GORDON & PAYNE INC.
David Adkins, Vice-president, Client Service; 1 Adelaide St. E., Ste. 2600, Toronto,
ON M5C 2V9 PH: 416-848-1967 Fax: 416367-1183 eMail: azurba@foyston.com
Web: www.foyston.com Manager Style:
Yield Curve, Credit, Duration, Sector
FRANKLIN TEMPLETON INSTITUTIONAL
Duane Green, Senior Vice-president, Institutional Investment Services; 200 King St. W.,
Toronto, ON M5H 3T4 PH: 416-957-6000 Fax:

The most important
conference of its kind in Canada:
It’s time to register.
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416-364-6643 eMail: dgreen2@franklintempleton.ca Web: www.franklintempletoninstitutional.ca Manager Style: Yield Curve,
Credit, Structured Products

dent; Three World Financial Center, 10th
Floor, New York, NY 10281-1010 PH: 212549-8400 Fax: 212-549-8309 eMail: info@
hyperionbrookfield.com Web: www.hyperionbrookfield.com

GREYSTONE MANAGED INVESTMENTS
Louis Martel, Managing Director & Chief Client Strategist; 300-1230 Blackfoot Dr., Regina,
SK S4S 7G4 PH: 306-779-6400 Fax: 306584-0552 eMail: louis.martel@greystone.ca
Web: www.greystone.ca Manager Style: Yield
Curve, Credit, Structured Products
GUARDIAN CAPITAL LP Brian Holland,
Senior Vice-president, Head of Client
& Consulting Relationships; Commerce
Court West, 199 Bay St., Toronto, ON M5L
1E8 PH: 416-350-3146 Fax: 416-3649634 eMail: bholland@guardiancapital.
com Web: www.guardiancapitallp.com
Manager Style: Yield Curve
GWL INVESTMENT MANAGEMENT LTD.
Patrick J. Clarke, Vice-president, Investment
Counselling; 100 Osborne St. N., Winnipeg,
MB R3C 3A5 PH: 204-946-8701 Fax: 204946-8818 eMail: sara.mosher@gwlim.ca
Web: www.gwlim.ca Manager Style: Yield
Curve, Credit, Interest Rate Anticipation
HOWSON TATTERSALL INVESTMENTCOUNSEL Irena Katovcic, Manager, Client
Service & Administration; 180 Queen St. W.,
Toronto, ON M5V 3K1 PH: 416-227-1617
Fax: 416-979-7424 eMail: 416-979-7424
Manager Style: Yield Curve, Credit
HSBC GLOBAL ASSET MANAGEMENT
(CANADA) LIMITED Francis Chartier, Head
of Institutional Investments; Ste. 300-2001
McGill College, Montreal, QC H3A 1G1 PH:
514-286-4559 eMail: francis_chartier@hsbc.
ca Web: www.assetmanagement.hsbc.com
Manager Style: Yield Curve, Credit, Structured Products, Index, Immunized, Quantitative, Canadian Fixed Income, US Fixed
Income, Global Fixed Income, Quantitative
Fixed Income, Absolute Return

HYPERION BROOKFIELD ASSET MANAGEMENT Stacey Berkman, Vice-presiBenefits and Pensions Monitor – April 2009

INDUSTRIAL ALLIANCE René Chabot,
Senior Vice-president; 1080 Grande Allée
W., Quebec City, QC G1K 7M3 PH: 418684-5252 Fax: 418-684-5187 eMail: rene.
chabot@inalco.com Web: www.inalco.
com Manager Style: Yield Curve, Credit,
Short-term, Mid-term, Long-term, Universe,
Immunizations
INHANCE INVESTMENT MANAGEMENT
Kerry Ho, CEO; 1200 - 900 West Hastings,
Vancouver, BC V6C 1E5 PH: 604-975-3300
or 866-646-5850 Fax: 604-975-3319 eMail:
kerryho@inhance.ca Web: www.inhance.
ca Manager Style: Yield Curve, Credit
INVESCO Bruce E. Winch, Senior Vicepresident, Institutional Investments; 120
Bloor St. E., Toronto, ON M4W 1B7 PH:
416-324-7448 Fax: 416-590-7742 eMail:
bruce.winch@invesco.com Web: institutional.invescotrimark.com Manager Style:
Yield Curve, Credit

J. ZECHNER ASSOCIATES INC. David
Cohen, President; 161 Bay St., Ste. 4750,
Box 161, Toronto, ON M5H 2S1 PH: 416867-8649 Fax: 416-867-8705 eMail: dcohen@jzechner.com Web: www.jzechner.
com Manager Style: Yield Curve, Credit,
Duration, Blended Benchmarks, VaR, LDI
JARISLOWKSY FRASER LIMITED Peter
Godec, Partner; 20 Queen St. W., Ste. 3000,
Toronto, ON M5H 3R3 PH: 416-363-7417 Fax:
416-363-8079 eMail: pgodec@jfl.ca Web:
www.jfl.ca Manager Style: Yield Curve, Credit

JONES HEWARD INVESTMENT COUNSEL INC. Bill McDonnell, Senior Vice-president, Marketing; 77 King St. W., Ste. 4200,
Toronto, ON M5K 1J5 PH: 416-359-5043 Fax:
416-359-5950 eMail: william.mcdonnell@
jonesheward.com Web: www.jonesheward.
com Manager Style: Yield Curve, Credit
KBSH CAPITAL MANAGEMENT Craig
Auwaerter, Vice-president, Head of Institutional
Marketing; One Toronto St., Ste. 700, Toronto,
ON M5C 2V6 PH: 416-815-4320 Fax: 416-8681770 eMail: cauwaerter@kbsh.ca Web: www.
kbsh.ca Manager Style: Yield Curve, Credit,
Structured Products, Immunized, Duration
Management, Yield Curve Positioning, Sector/
Issue Selection, Credit/Quality Weightings, Arbitrage/Spread Anomalies, Other
LAZARD ASSET MANAGEMENT LLC
Robert Harrison, Senior Vice-president; 130
King St. W., Ste. 1800, Toronto, ON M5X
1E3 PH: 416-945-6627 eMail: robert.harrison@lazard.com Web: www.lazardnet.com
Manager Style: Yield Curve; Credit; Fundamental, Relative Value
LEGG MASON CANADA INC. David
Gregoire, Managing Director, Head of
Distribution; 220 Bay St., 4th Floor,
Toronto, ON M5E 1Z7 PH: 416-5942979 eMail: dgregoire @leggmasoncanada.com Web: www.leggmasoncanada.com Manager Style: Yield
Curve, Credit

LINCLUDEN INVESTMENT MANAGEMENT Wayne Wilson, Vice-president; 1275
North Service Rd. W., Ste. 607, Oakville,
ON L6M 3G4 PH: 905-825-3543 Fax: 905825-9525 eMail: wayne.wilson@lincluden.
net Web: www.lincluden.com Manager
Style: Value
LONDON CAPITAL MANAGEMENT LTD.
Nancy Harris, Senior Vice-president, Marketing; 255 Dufferin Ave., London, ON N6A 4K1
PH: 519-435-4128 Fax: 519-435-7501 eMail:
nancy.harris@londoncapital.com Web: www.
londonlife.com/londoncapital Manager Style:
Yield Curve, Credit, Index, Quantitative
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MONTRUSCO BOLTON INVESTMENTS
INC. Richard Guay, Senior Vice-president; 1250 Rene-Levesque Blvd. W.,
Ste. 4600, Montreal, QC H3B 5J5 PH:
514-842-6464 Fax: 514-282-2516 Web:
www.montruscobolton.com
Manager
Style: Credit
LOOMIS, SAYLES & CO., LLP Jamison R.
Gagnier, Vice-president, Institutional Sales;
One Financial Center, Boston, MA 02111
PH: 617-748-1779 Fax: 617-443-0074
eMail: jgagnier@loomissayles.com Web:
www.loomissayles.com Manager Style:
Global Fixed/Credit
NATCAN INVESTMENT MANAGEMENT
Michael Quigley, Senior Vice-president;
1100 University St., Ste. 400, Montreal, QC
H3B 2G7 PH: 514-871-7671 Fax: 514-8717531 eMail: mquigley@natcan.com Web:
www.natcan.com
MARRET ASSET MANAGEMENT INC.
Barry Allan, President; Ste. 2304 - 150 King
St. W., Toronto, ON M5H 1J9 PH: 416214-5800 eMail: kcooney@marret.ca Web:
www.marret.ca Manager Style: Credit

MCLEAN BUDDEN LIMITED Alan Daxner, Executive Vice-president; 145 King St.
W., Ste. 2525, Toronto, ON M5H 1J8 PH:
416-862-9800 Fax: 416-862-0167 eMail:
adaxner@mcleanbudden.com Web: www.
mcleanbudden.com Manager Style: Yield
Curve, Credit

MFC GLOBAL INVESTMENT MANAGEMENT David Scoon, Vice-president, Institutional Sales; NT6 - 200 Bloor St. E., Toronto,
ON M5W 1E4 PH: 416-926-5977 Fax: 416926-5700 eMail: david_scoon@mfcglobal.
com Web: www.mfcglobal.com Manager
Style: Yield Curve, Credit, Index, Immunized, Quantitative
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NT GLOBAL ADVISORS, INC. Rubi F. Buchanan, Senior Vice-president, Client Services;
145 King St. W., Ste. 1910, Toronto, ON
M5H 1J8 PH: 416-775-2234 Fax: 416-3662033 eMail: rfb2@ntrs.com Web: northerntrust.com Manager Style: Multi-manager
Fund

PHILLIPS, HAGER & NORTH INVESTMENT MANAGEMENT LTD. Richard Self,
Vice-president; 20th Floor, 200 Burrard St.,
Vancouver, BC V6C 3N5 PH: 604-408-6053
Fax: 604-408-6024 eMail: rself@phn.com
Web: www.phn.com Manager Style: Multiple Strategy

PIMCO CANADA CORP. Andrew Forsyth, Vice-president; 120 Adelaide St.
W., Ste. 2005, Toronto, ON M5H 1T1
PH: 416-368-3349 Fax: 416-368-3576
eMail: andrew.forsyth@pimco.com Web:
www.pimco.ca Manager Style: Active
Bond Management

PUTNAM INVESTMENTS Jessica Hazzard, Director, Client Service & New
Business Support; One Post Office
Square, Boston, MA 02109 PH: 617292-1000 Fax: 617-760-1618 eMail:
jessica_hazzard@putnam.com
Web:
www.putnam.com Manager Style:
Bottom-up Security Selection and Subsector Allocation

PYRAMIS GLOBAL ADVISORS* Michael
E. Barnett, Executive Vice-president, Institutional Retirement Services; 483 Bay St.,
Ste. 300, North Tower, Toronto, ON M5G
2N7 PH: 416-217-7584 Fax: 416-3075511 eMail: michael.barnett.toronto@fmr.
com Web: www.pyramis.ca Manager Style:
Yield Curve, Credit, Structured Products
*A Fidelity Investments Company

RUSSELL INVESTMENTS CANADA LIMITED Mike Sandrasagra, Senior Client Executive, Americas, Institutional (Canada); 100
King St. W., Ste. 5900, Toronto, ON M5X 1E4
PH: 416-362-8411 Fax: 416-362-4494 eMail:
msandrasagra@russell.com Web: www.
russell.com/ca Manager Style: Yield Curve,
Credit, Global Bonds (Currency Hedged)
SCEPTRE INVESTMENT COUNSEL LIMITED
David Pennycook, President; 26 Wellington
St. E., Ste. 1200, Toronto, ON M5E 1W4 PH:
416-866-2479 Fax: 416-367-8716 eMail:
dpennycook@sceptre.ca Web: www.sceptre.
ca Manager Style: Yield Curve, Credit
SCOTIA CASSELS INVESTMENT COUNSEL LTD. Ed Calicchia, Director & Portfolio Manager; One Queen St. E., Ste.
1200, Box 85, Toronto, ON M5C 2W5 PH:
416-933-2238 Fax: 416-933-7481 eMail:
eddie_calicchia@scotiacassels.com Web:
www.scotiacassels.com Manager Style:
Yield Curve, Credit
SEAMARK ASSET MANAGEMENT LTD.
Darren Kosack, Senior Vice-president, Client Relations & Marketing; 1801 Hollis St.,
Ste. 310, Halifax, NS B3J 3N4 PH: 888-3035055 Fax: 902-423-1518 eMail: dkosack@
seamark.ca Web: www.seamark.ca Manager Style: Yield Curve
Benefits and Pensions Monitor – April 2009
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SEI CANADA David Lester, Director, National
Accounts; 70 York St., Ste. 1600, Toronto,
ON M5J 1S9 PH: 416-847-6370 Fax: 416777-9093 eMail: dlester@seic.com Web:
www.seic.com Manager Style: Yield Curve,
Credit, Immunized

WELLINGTON MANAGEMENT COMPANY, LLP Suzan M. Pozer, Vice-president; 75 State St., Boston, MA 02109
PH: 617-790-7441 Fax: 617-263-4100
eMail: mig@wellington.com or smpozer@

wellington.com Web: www.wellington.
com Manager Style: Yield Curve, Credit,
Structured Products, Index, Immunized,
Quantitative, Broad Market Core, Core
Plus
■

STANDARD LIFE INVESTMENTS INC. Jay
Waters, Vice-president, Central Canada;
121 King St. W., Ste. 840, Toronto, ON
M5H 3T9 PH: 416-367-2049 eMail: jay.
waters@standardlife.ca Web: www.sli.ca
Manager Style: Yield Curve, Credit
STATE STREET GLOBAL ADVISORS,
LTD. Randy Oswald, Vice-president, Business Development & Client Servicing; 161
Bay St., TD Canada Trust Tower, Ste. 4530,
Toronto, ON M5X 1A9 PH: 647-259-3789
Fax: 416-956-2464 eMail: randy_oswald@
ssga.com Web: www.ssga.ca Manager
Style: Yield Curve, Credit, Structured Products, Index, Immunized, Quantitative
T. ROWE PRICE Wendy Brodkin, Director, T. Rowe Price (Canada), Inc.; 161 Bay
St., Ste. 2700, Toronto, ON M5J 2S1 PH:
416-572-2580 Fax: 416-572-4085 eMail:
wendy_brodkin@troweprice.com
Web:
www.troweprice.com Manager Style: Bottom-up, Fundamental
TD ASSET MANAGEMENT INC.* Robin
Lacey, Managing Director; 161 Bay St.,
33rd & 34th Floors, TD Canada Trust Tower,
Toronto, ON M5J 2T2 PH: 416-982-6585
Fax: 416-944-6158 eMail: robin.lacey@
tdam.com Web: www.tdassetmanagement.
com Manager Style: Yield Curve, Credit,
Structured Products, Index, Immunized,
Quantitative, Duration Extension, High Yield,
Portable Alpha, Active Fundamental
*A Wholly-owned Subsidiary of The Toronto-Dominion Bank

UBS GLOBAL ASSET MANAGEMENT
Angela Vidakovich or Stephen Foote, Executive Directors; 161 Bay St., Ste. 3900, Toronto,
ON M5J 2S1 PH: 416-681-5200 Fax: 416681-5100 eMail: angela.vidakovich@ubs.
com or stephen.foote@ubs.com Web: ubs.
com Manager Style: Yield Curve, Credit
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Landmark
LDI solutions

In a changing investment landscape,
landscape, beating
beating the
the
benchmark is no longer enough. Liability driven
investment (LDI) solutions can help pension
funds avoid surprises.

For more information on our liability driven

Standard Life Investments offers
offers LDI
LDI solutions
solutions
to help you better manage
manage your
your risk
risk without
without
forfeiting your long-term growth potential.

Jay Waters

Our dedicated
Our
dedicated Canadian
Canadianteam
teamcombines
combines
quantitative,
actuarial
and
derivative
quantitative, actuarial and derivativeexpertise
expertise
with signiﬁcant
ﬁnancialengineering
engineeringexperience.
experience.
with
signiﬁcant ﬁnancial
We work closely
with
you
and
your
consultants
closely with you and your consultantstoto
produce investment
investmentsolutions
solutionsthat
thatare
aretailored
tailoredtoto
objectivesand
andrisk
riskbudget,
budget,through
through
your speciﬁc
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separately managed
managedor
orpooled
pooledfund
fundaccounts.
accounts.
Standard Life Investments manages
manages
approximately CDN $24.8
$23.3 billion
billion of
ofassets
assetsin
in
Canada and CDN $234.3
$219.8 billion
billion worldwide.
worldwide.

investment solutions, please contact:
Bob Milner, Western Canada: 403-531-1104
Patrick Lamontagne, Eastern Canada: 514-499-2538
Harold Lounds
Andrew Marshall, Central Canada: 416-367-2177
information@sli.ca
www.sli.ca

Exceptional investments, extraordinary world
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Life Investments
Investments Limited,
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company registered
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Calgary, Montreal
wholly owned
Scotland
Ofﬁce located on 1 George Street Edinburgh EH2 2LL.
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s this financial crisis continues, one underlying problem facing numerous organizations is the value of their pension funds.
Corporate pension liabilities have
increased significantly as a result of market turmoil
and eroded assets. Executives are beginning to realize the true extent of their pension burdens and the
troubles that can expose their companies to financial
distress. As these problems accelerate for a number
of funds, safeguarding pension assets has become a
major focus and fund committees are now facing the
daunting task of reassessing investment decisions and
dealing with how they will recover from significant
shortfalls.
Given the stakeholders involved, dealing with
decreased pension values is a highly emotional,
sensitive, and critical issue for pensioners, employees, and companies.
Stepping Up Audit Practices
Pension committees, therefore, have a duty to
protect the investment and ensure the fund has
the assets to meet future pension obligations.
This requires them to work in conjunction with
the business, the auditor, and the actuary to unveil

More Diligence Order Of Day
For Pension Funds
possible issues and to present an accurate picture
of the investment integrity. Awareness of the factual data will equip the fund manager and business executives with integral information enabling
organizations to make informed decisions moving
forward.
For fund committees, there are a number of best
practices that can be implemented to help corporate
pension management. These include:
u Communicate with employees – Take the time
to educate employees on the pension situation,
even if it is holding strong. Providing knowledge
to the team offers a peace of mind that their retirement is of great importance and is a priority.
u Ensure compliance with legislative requirements – The Ontario Securities Commission
sent a letter to major Canadian companies asking
them to review their pension plans and provide
detailed pension information to their boards of
directors. In light of the economic downturn, the
OSC is reviewing pension disclosures for companies with Defined Benefit plans.
u Be prepared for the possibility of employees
seeking to extend their employment tenure to
give them time to neutralize any pension loss –
In this case, companies need to assess how slow
employee turnover may impact production and
internal morale. In some cases, it might be necessary to offer buy-out packages to help cover the
pension shortfall.
u Be aware of the situation at all times – Ensure
that shortfalls are properly assessed and determine
Benefits and Pensions Monitor – April 2009

next steps on how those losses will be replenished. This could mean requesting more frequent
reporting from fund managers and ensuring clear
strategies behind investment selection and portfolio reorganization. Identify investment selections that will help to offset losses and ensure
greater future security. Having a deep understanding of the necessary measures to reduce liability and risk will provide reassurance to both
employees and stakeholders.
u Consider converting a DB plan to a Defined
Contribution plan – This will place the risks and
benefits directly in the hands of the members. At
the very least, businesses should consider closing
the DB plan to new members.
Pension funds face a growing number of challenges in the months to come as the market struggles through this time of economic uncertainty.
Sitting back and waiting for the market to ‘correct itself’ or following the status quo in managing the fund is not a viable option. Fund managers
and business executives must be more proactive
in dealing with the crisis through more rigorous
assessment schedules, more aggressive approaches
to solvency deficiency, and more open communications with all stakeholders.
n

Governance
By: David D’Cruz

David D’Cruz is an audit partner with
Fuller Landau, a Toronto-based midmarket public accounting and business advisory firm (ddcruz@fullerlandau.com).
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Socially responsible investing.
It’s all about balance.

At The Co-operators, we believe in being a responsible
corporate citizen. As an insurer, employer, community
partner, and a co-operative, we believe that thinking
and acting responsibly today is key to creating
a sustainable tomorrow.
Achieving economic growth and fulfilling the needs of our
clients, while minimizing the impact on natural systems,
is part of designing a sustainable organization. Our new
Socially Responsible Investment (SRI) options give plan
members the choice to invest in best-in-class funds that
balance economic, environmental and social priorities
— something that benefits all of us.
Dale Ruttkay
1-877-795 -7272 ext. 3005
dale_ruttkay@cooperators.ca
Visit cooperators.ca/groupretirement
for more information.
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ike many baby boomers, you’ve been saving for retirement for the last 35 years, or so.
Finally, despite these uncertain markets, you
have accumulated a nest egg, considered
large enough to accommodate your lifestyle needs. In
addition, you are reasonably confident in your investment capabilities. After all, you have made most
of the major investment decisions in
the past for the various capital
accumulation plans (RRSPs,
DC pension, and sundry investments) you
have used to save for
retirement.
Still, is there
anything you might
have omitted? Well,
before you make
the largest investment decision of
your life, you may just
want to read further.
When clients move
from the retirement saving
(accumulation) phase to the retire-

provides an important source of liquidity for the
retiree. It is nice to know that you have resources to
draw on in case of emergency.
Some retirees have little tolerance for the risk of
achieving the cash flow required to fund their spending goals, and regard any bequest simply as a remainder. Others have very strong bequest motives
and are willing to reduce consumption, if necessary, to preserve
assets that they desire to
pass on to others. Still,
others fall somewhere
in between. Each
of these goals and
the corresponding
risks to them are
complex in their
own right. Further,
they are not independent.
Bequest
goals are dependent on
cash flow goals because
the more the investor consumes the less that is available
to beneficiaries.

Accumulation Versus Decumulation:

It May Not Be the Same!

ment spending phase of their lives, their investment
objectives may change significantly. Once retired, the
individual continues to invest the assets while also
drawing on them to fund living expenses. This may
result in six significant differences between investing for retirement (accumulation) and post retirement
(decumulation).
Comparing Accumulation And Decumulation
The accumulation and decumulation phases of
the investing lifecycle are different in a number of
key areas that may affect investment strategy. These
areas include time horizon, nature of the investment
goals, definition (and, therefore, measurement) of
risk, cash flows, significance in the timing of investment returns, and inflation.
An obvious question to ask is ‘Are these differences material?’ If they are not, then the same portfolio used during the accumulation years may be
suitable in the decumulation years. If they are material, however, then a different portfolio strategy may
be called for. The question then becomes ‘What is
the effect of these differences to my investment strategy?’ To answer these questions, let’s contrast these
six factors during accumulation and decumulation,
as outlined in Exhibit A.
The Relative Importance Of The Goal Types
Most retirees have different tolerances for the
risk of achieving their cash flow goals versus achieving their wealth goals. Ultimately, the term ‘wealth’
refers to the bequest goal (if any), although it also
Benefits and Pensions Monitor – April 2009

Considerations For Investment Strategy
The greater the importance of the cash flow
goals relative to the wealth goals, the greater their
significance on the optimal investment strategy. At
this point, we must ask the following question, ‘To
what extent is this investor really in a decumulation
phase?’ Not all retirees actually plan to decumulate
their portfolios. The very wealthy, very frugal, and
those who can live comfortably off social security
programs, corporate pensions, and part-time work
may never enter the decumulation phase. These individuals may elect to continue investing (as in the
past) to grow their wealth for their entire lives. The
same portfolios that served them well in the accumulation years may continue to do so during the retirement years.
On the other hand, for those that must rely
heavily on their retirement savings to fund living expenses in retirement, such portfolios are
likely to be sub-optimal. On the extreme end of
the scale, the ‘pure decumulator’ – who wants to
spend every last cent before they die – may prefer to use the entire portfolio to purchase a life
annuity which provides greater certainty of cash
flow (by immediately decumulating the portfolio in exchange for a lifetime stream of income).
However, before you buy a lifetime annuity, it is
important that you think very hard about what you
want to do as it may be irreversible.
Others will have less extreme desires to decumulate the portfolio. For these people, a specialized
portfolio designed specifically to meet their cash

RETIREMENT
PLANNING
By: Richard K.
Fullmer & Bruce
B. Curwood
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We can’t make it easy. WE CAN MAKE IT EASIER.
These are challenging times. And we offer a range of solutions to help you and your plan members cope. A conciergelevel of service helps departing plan members transfer their group benefits to a choice of Sun Life Financial insurance
plans and ensure the continuity of their retirement and savings investments. A wide range of assistance and advice
helps any plan members who may be struggling with retirement planning or other personal financial challenges.
While we can’t make it easy, we can make it easier. Talk to your Sun Life Financial Group representative today. And
please visit our special website www.sunlife.ca/makeiteasier for more information.

LIFE’S BRIGHTER under the sun
www.sunlife.ca
GROUP BENEFITS | GROUP RETIREMENT SERVICES | INDIVIDUAL INSURANCE AND INVESTMENTS

* Products and services provided by Sun Life Assurance Company of Canada, a member of the Sun Life Financial group of companies

flow objectives may be in order.
In any case, as the market value of the
nest egg changes continually over time, so
too does the risk of meeting the investor’s
cash flow investment objectives. Thus,
the investment strategy must address this
dynamically changing exposure to risk.
Dynamic investment strategies designed
specifically for retirement portfolios
appear set to become a major innovation
of the 21st century.1

Exhibit A

example if one’s social and corporate
pension income is sufficient for his or
her wants and needs, then little cash
flow risk is present in the invested
assets
u The ratio of required income from assets
to the value of those assets is higher,
meaning the required withdrawal rate is
higher
u The expected lifetime of the individual
is longer, so the length of time that cash

It is possible to engineer portfolios
that attend specifically to a desired
stream of cash flow over a given time
horizon and the dynamic exposure to
risk that retirees face. For investors
with little tolerance for cash flow risk,
these portfolios may exhibit superior
risk/reward characteristics. In other
words, for these retirees, they may be
more efficient than traditional portfolios constructed using wealth-based risk

Comparing Accumulation and Decumulation

Attribute

Accumulation

Decumulation

Time Horizon

Known, controllable
(through later retirement)

Unknown, uncontrollable
(measurable by probabilities)

Nature of the
Investment Goal

One Goal
-Future wealth (an amount
required to then achieve a desired
level of income in retirement)

Two Goals
1) Ongoing cash flow needs
2) Future wealth / bequest remainder

Risk Measure

Variability in wealth as measured
by standard deviation

1) Sustainability of cash flow &
2) Variability in future wealth as measured
by downside risk or semi-variance (which
penalize shortfall)

Cash Flow

Steady contributions

Steady withdrawals

Timing of Returns

Dollar-cost averaging is generally
beneficial

1) Market performance in the early years
dramatically affects chances of success
2) Reverse dollar-cost averaging is generally
harmful, but frequently unavoidable

Inflation

Seek wage growth in excess of
inflation

No wages but still need to protect
purchasing power of cash flow against
inflation

Let’s go back now to the question of the
effect of these differences on the investment
strategy in the accumulation and decumulation phases. The answer depends on the
relative importance of the cash flow goals
versus the wealth goals. How can this be
assessed? The following rules are helpful.
The importance of cash flow is more prevalent when:
u The opportunity (or desire) to return to
work is lower, so there is less chance to
obtain income from new sources
u The potential salary that may be obtained
by returning to work is lower, so the
income that could be obtained from new
sources is relatively small
u The reliance on retirement savings
to fund living expenses is higher, for
Benefits and Pensions Monitor – April 2009

flow is needed is longer

u The desire for bequests is weaker, mean-

ing the assets are for the primary purpose
of funding retirement living as opposed
to leaving a legacy to others

Implications
The suitability of any investment strategy always, always, always depends on
the investor’s objectives. Those objectives
either may or may not change materially
once an individual enters retirement. If
they do not, then there may be no cause
for the investor to materially change the
make up of their investment portfolio. If
the objectives do change, however, it is
likely that a different investment strategy
is called for.

measures that assume no cash flow into
or out of the portfolio.
n
Richard K. Fullmer is senior portfolio strategist and Bruce B. Curwood is director,
investment strategy, at Russell Investments.
1. A primer on these strategies can be
found in ‘Decumulation: The Final
Frontier – How Dynamic Strategies Add
Value’ by Fan and Fullmer (2007).
• If this excerpt has piqued your interest,
you may want to see a more elaborate
article on the same subject, at www.
Russell.com entitled, ‘The Fundamental
Differences in Accumulation and Decumulation,’ by Richard K. Fullmer.

43

Conferences
Learn how to spend your wellness dollars most
effectively at this year’s ‘Employer Forum:
Effective Programming on Any Budget.’
Set for April 29 to May 1, it takes place in
Niagara-on-the-Lake, ON. Visit: https://www.
connexhc.com/conferences.asp?id=3

and best practices, and their assessment of
today’s top governance challenges including avoiding risk management failures and
managing executive compensation. Visit:
www.conferenceboard.ca

Key strategies relating to Canadian healthcare, retirement issues, and current and
proposed legislation affecting plans will
be among the areas covered at the ‘Canadian Legal & Legislative Update.’ Set for
May 7 and 8 in Ottawa, ON, it is especially
designed for public service trustees, labour
and management trustees of multi-employer
plans, administrators, and professional advisors looking to keep current with the latest
legislative developments. Visit: http://www.
ifebp.org/Education/0960canupdate.htm

The ACPM’s Ontario Regional Council hopes
to encourage new ideas for retirement security
for plan sponsors and members at its spring
session. ‘Future Directions for Retirement
Security’ will focus on re-envisioning the
future of pensions, re-examining the needs of
retirement system stakeholders, and the next
steps to develop a sustainable pension model
for the 21st century. Speakers will include
Christiane Bourassa, Towers Perrin; Barry
Gros, Aon Consulting; and Emily Kessler,
Society of Actuaries. It takes place May 14 in
Toronto, ON. Visit: http://www.acpm.com/

The Conference Board of Canada’s ‘2009
Western Governance’ conference will
take place May 13 in Calgary, AB. The
event will showcase governance practices
and feature leading governance practitioners and winners and top contenders of The
Conference Board of Canada/Spencer Stuart 2009 National Awards in Governance.
Experts will discuss the latest thinking

The International Pension & Employee
Benefits Lawyers Association 2009 conference will take place May 24 to 27 in
Athens, Greece. Topics to be examined
include ‘Socially Responsible Investments,’
‘The Influence of Pension Funds on the
World Economy,’ and ‘Individual Savings
Arrangements.’ Visit: http://www.ipebla.
org/2009ConferenceHome

Registration is now open for CPBI FORUM
2009. Scheduled for May 25 to 27 in Calgary,
AB, its program features top Canadian and
international pension, benefits, and institutional investment leaders and offers advanced
level learning. Visit: http://www.cpbi-icra.ca/
The FEI Canada Annual Conference will
take place May 27 to 29 in Montreal, QC. Featured speakers include Bruce Waterman, senior
vice-president, finance, and CFO, Agrium Inc.
and Canada’s CFO of the Year for 2008; and
Hal Kvisle, president and CEO, TransCanada
Corporation, and Canada’s Outstanding CEO
of the Year for 2008. Visit: www.feicanada.org/
events/conference_2009/index.html
Leo de Bever, chief executive officer of Alberta
Investment Management Corp.; and Michael
Nobrega, president and CEO of OMERS; will
be among the featured speakers at the CVCA’s
Annual Conference. It takes place May 27 to
29 in Calgary, AB. Visit: www.cvca.ca/news/
events/2009AnnualConference.aspx
‘The 5th Annual FPL Canadian Electronic Trading Conference’ will take
place June 1 and 2 in Toronto, ON. Visit:
n
eTradingCanada.ca

HRPA ONE-DAY CONFERENCES
2009 COMPENSATION CONFERENCE TRENDS IN COMPENSATION
Thursday, May 28, 2009

St. Andrew’s Club and Conference Centre
27th Floor, S1Room
The latest in practical insights on how you can enhance your own total
reward programs to attract, retain and motivate talented employees.
Discover emerging trends in compensation design and delivery
including common and diverging themes in the public,
private and not-for-profit sectors.

For more information on our conferences,
visit www.hrpa.ca/ODC_BPM
About HRPA
The Human Resources Professionals Association (HRPA) is Canada’s HR thought leader with more
than 18,000 members in 28 chapters in Ontario and other locations across Canada and around the
world. HRPA is internationally recognized for its knowledge, innovation and leadership. It connects its
membership to an unmatched range of HR information resources, events, professional development and
networking opportunities and it annually hosts the world’s second largest HR conference. In Ontario,
HRPA grants the Certified Human Resources Professional (CHRP) designation, the national standard for
excellence in human resources management.

ODC_7x4-625-B.indd 1
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T

he two words that you really don’t want
to hear together – ‘depression’ and ‘crash’
– are getting a renewed emphasis from
academics these days. They are reviewing
history to ask the question ‘Does experiencing one
necessarily bring the other?’
This isn’t as obvious a question as you might
think. While the great depression and the stock market crash of 1929 are often spoken of as one event,
there have been other more recent market crashes
that didn’t result in depressions.
Limited Examples
To answer this question with any certainty, you
have to look at countries outside of North America. The U.S. and Canadian macro economies have
been so strong (or at least so stable) for so long that
there have only been limited examples of economic
depressions in either of these countries.
Robert Barro and Jose Ursua, of the National
Bureau of Economic Research, have addressed this
topic in a paper released this year titled ‘Stock-Market Crashes and Depressions.’ Their data looks at
25 countries and reveals 195 stock market crashes
(defined as multi-year real returns of -25 per cent

events. From this listing of cases, the importance of
wars, either local or world-wide, is apparent.
So what does all this data say? Here is some of
what we can learn:
◆ If there is a stock market crash, the probability of
having a minor depression (a GDP decline of at
least 10 per cent) is 30 per cent. The probability
of a major depression (a decline of at least 25 per
cent) is 11 per cent.
◆ In a non-war environment, the probabilities
drop a bit, but are still substantial – 20 per cent
for a minor depression, and three per cent for a
major depression.
◆ The reverse trend is even stronger. If you are experiencing a minor depression, the probability of having a stock market crash as well is 69 per cent. If
you are in a major depression, then the probability
jumps to 91 per cent. In times when there is no war,
the probability falls to 64 per cent and 83 per cent.
Thus, the largest depressions are almost certainly to
be accompanied by stock market crashes, whether
or not there is an accompanying war as well.
Cause For Concern
So, as Samuelson noted, stock market crashes are

The Dreaded ‘D’ Word
THE BACK
PAGE
By: Jim Helik
Jim Helik is co-author
of ‘Strategic Wealth
Conversion,’ a
textbook published
by the Canadian
Securities Institute.
He also teaches at
the School of
Business, Ryerson
University in Toronto.
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or less) and 84 depressions (defined as real multiyear declines in per capita consumer expenditure or
declines of GDP by 10 per cent or more).
Unlike most other countries, the United States from
1869 to 2006 had no depressions that were not associated with stock market crashes. However, the United
States experienced plenty of stock market crashes during this period that did not result in depressions.
Of the 58 cases that the authors could find of
stock market crashes paired with depressions, more
than half were associated with world-wide events.
For example, about one-quarter of all these cases are
associated with World War II (even affecting the neutral countries of Sweden and Switzerland); another
17 per cent with the Great Depression of the early
1930s; and a further 15 per cent with World War I.
The rest of the pairings came from more localized

more frequent than depressions. However, he was
wrong in concluding that crashes have no predictive
power at all. A market crash is a cause for concern
since there is a 30 per cent chance of having at least
a minor depression and an 11 per cent chance of having a major one.
This talk of wars, crashes, and depressions masks
some signs for optimism. For the future, we can
remember that most periods in history are very stable
since in the absence of a stock market crash, a depression is highly unlikely to occur. And in the near term,
while we are certainly suffering from the effects of a
stock market crash, a 20 per cent probability of also
having a minor depression still means that there is an
80 per cent probability of avoiding one.
More on crashes, and how we can recover from
them, next month.
■
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If we were in reception,
the flowers would always
be fresh.
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o be successful in any business, attention to detail is crucial. And this is especially true

when it comes to providing retirement services for your employees. At Great-West Life we
are completely committed to the highest principles of accountability and providing superior,
reliable group retirement services. If you want your group retirement plan to run as smoothly
as you wish everything else did, give us a call at 1-800-452-0025 or visit www.grsaccess.com

Retirement solutions that never stop working

Great-West Life, the key design and “Retirement solutions that never stop working” are trademarks of The Great-West Life Assurance Company (Great-West), used under license by its subsidiaries, London Life Insurance Company
(London Life) and The Canada Life Assurance Company (Canada Life). Group retirement, savings and payout annuity products are issued by London Life and Canada Life respectively, and marketed and serviced by Great-West.

