Current State
Of DC Plans
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For Healthcare Costs

ETF Use Grows
For Institutions

BE RISK
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AVERSE
Global Absolute
Return Strategies
Standard Life Investments’ absolute return strategy aims to
generate positive returns across all market conditions. Managed
by an award-winning team, the intelligent use of a highly diverse
array of global strategies has delivered consistent returns with low
volatility despite recent market fluctuations. Recognizing the benefits
of this approach, over 228 institutional clients globally have invested
CAD $6.68 billion*.
* as at June 30, 2010

This meticulously-crafted portfolio:
• Seeks returns from the widest possible investment universe
• Targets long-term equity-like returns with significantly less risk
• Is valuable as an alternative asset for conventional portfolios.

Let us put our expertise to work for you.
www.standardlifeinvestments.ca
Western Canada - Bob Milner: 403-531-1104
Quebec - Emmanuel Matte: 514-499-2538
Central and Atlantic Canada - Jay Waters, Harold Lounds,
Andrew Marshall: 416-367-2177
Email: information@sli.ca

This fund is not guaranteed, a capital protected product or a substitute for cash. The value of your investment can go down as well as up.
In order to achieve its investment objectives the Fund will make extensive use of derivatives.
The products and services described in this ad are intended for Canadian residents. The information presented on the fund performance is for general information
purposes. It should not be used to predict future performance or replace professional investment counsel or advice. Standard Life Investments Inc., with offices in
Calgary, MontrÈal and Toronto, is a wholly owned subsidiary of Standard Life Investments Limited, a company registered in Scotland (no SC 123321) Registered
Office 1 George Street Edinburgh EH2 2LL.
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Get the greatest value for your values.

MB Socially Responsible Investing: Funds in Good Conscience.
McLean Budden’s four screened funds for ethical investing are
ideal for individuals or institutions that want their portfolio
to reflect their own socially responsible values. Each fund has
been carefully screened based on an investment strategy that
seeks to optimize both financial return and social good.

This means we’ve done our research to help you make a sound
investment with peace of mind. Looking to learn more about
these funds, and our wide range of investment solutions and
services? Contact institutions@mcleanbudden.com or visit
www.mcleanbudden.com to find out how to get in touch with
one of our professionals.

Investment Managers Since 1947
www.mcleanbudden.com

Toronto

Montréal

Vancouver

Chicago

Important information about these MB Funds is contained in the Confidential Offering Memorandum, which can be obtained by contacting McLean Budden. Please review carefully to determine whether these MB Funds
are appropriate given the par ticular circumstances of your employees and/or plan. Past per formance does not guarantee future per formance. Prospec tive investors who are NOT resident in Canada should seek
exper t advice to determine whether these Funds may be law fully sold in their jurisdiction. McLean Budden Ltd. will not be held liable for inaccuracies in the information presented in this communication.
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t seems there was once this goose and it laid
a golden egg every day. Its owners supposed
there must be a great lump of gold inside it
and, rather than collect one egg each day, they
decided to kill it to get all the gold at once. Once
they done the deed, they discovered that rather than
a lump of gold, or the prospect of an egg of gold the
next day, they had, at best, dinner.
The morale of the story is that they killed a good
thing. Over time, a phrase evolved from the story.
‘Killing the golden goose’ has come to mean taking
a short-sighted action that destroys the profitability
of an asset.
Can anyone reading this not immediately see
the appropriateness of it in the context of employer
sponsored pension plans in Canada?
Taking A Stab At The Goose
A group of members of a Defined Contribution

responsibility and nature of their plans to their
members, culminating in the Joint Forum’s ‘Capital
Accumulation Plan Guidelines.’ Seems they weren’t
a turnkey operation after all.
Plan members found it was a challenge to properly
manage their plans. They were being asked to comprehend strategies and investment techniques it takes
financial advisors and analysts years to master.
And, of course, financial markets tumbled several
times during the past decade wiping out years worth
of returns and value from plans.
Sadly, in our society, the obvious option is to
lay blame, to litigate. The legal profession has been
warning us for years that action was coming over
DC plans and it now appears to be coming true.
Indeed, while most efforts at crystal-ball gazing are futile – consider those forecasts of immense
wealth for DC members at retirement and hassle-free
pension plans for employers. Those failed to take

Killing The Golden Goose
pension plan in British Columbia are the latest to
take a stab at the goose. They are suing because they
claim they were misled about the conversion from
their Defined Benefit plan to a DC plan back in
1997. It is now costing them money. Chalk another
one up for short-sightedness.
Frankly, if memory serves correct, there was a
great clamour from members of a variety of DB plans
to switch to DC plans back in the mid- to late-’90s.
Financial markets were roaring along with double-digit
returns. When it came to the pension promise, visions
of dollar signs danced in their heads. And, we stand to
be corrected, but we believe even unions bought in on
the promise of wealth from DC at that time.
Employers were also eyeing DC. The attraction
was getting rid of the cost and bother of administering a DB plan. The sales pitch from providers was
this is real easy, it is a turnkey operation. You send
us a cheque each month for you and your employees’
contributions, and we do the rest.
Of course, over the next decade or so the reality
set in. Employers were given a whole list of responsibilities to inform, educate, and communicate the
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place. The prediction about increased litigation is.
And the list of threats to employer pension plans
in Canada continues to grow.
What Hasn’t Happened
After two years of government action to address
pension reform across the country, many are wondering what happened or, more correctly, what hasn’t
happened. Is this another case where governments
squander tax dollars on reports that end up dying
when a new election is called? Probably.
To that, we can add the assymetry across the
country in pension rules and regulations, unfavourable court decisions, and the list goes on and on, a
chronicle of our efforts to kill the goose that laid the
golden egg in Canada. Indeed, if this suit proceeds
and, perish the thought, succeeds, it may well be
time to put the goose on life support.
■
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CFA Institute

Margaret Franklin has started her role as chair of
the board of governors of CFA Institute, the global
association for investment professionals. She is currently the president and CEO of Kinsale Private
Wealth Inc. and has more than 20 years of investment management experience with both institutional
and private clients. She will be joined on the board
by Beth Hamilton-Keene, director and portfolio
manager at Mawer Investment Management Ltd.

OMERS

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

Warren Bell is executive vice-president and chief
human resources at OMERS. Prior to joining
OMERS, he held a variety of senior management
positions in human resources over his 25-year career
at TD Bank Financial Group. Most recently, he was
senior vice-president, corporate human resources.

Sun Life

Isabelle Hudon is president, Sun Life Financial for
Quebec. She brings more than 20 years of experience on the Quebec business scene to the company.
Most recently, she was president of Marketel. Previously, she was president and chief executive officer
of the Board of Trade of Metropolitan Montreal.

Teachers’

David Finnie is vice-president, investment finance
– compliance, analytics, and performance; and Tony
Kalvik is vice-president, investment finance – systems and data; at the Ontario Teachers’ Pension Plan
(Teachers’). Finnie joins Teachers’ with more than 20
years experience in enterprise risk and capital management and was, most recently, a partner at RSD
Solutions. Kalvik joins Teachers’ from PricewaterhouseCoopers where he was vice-president, banking
and capital markets. Jeff Davis is vice-president and
associate general counsel. Responsible for providing
legal advice and representation in the management
of the pension fund, he joined Teachers’ in 2004 and
6

was, most recently, senior legal counsel, investments.
Robert Breckon is senior advisor with knowledge
and expertise in the health and life sciences industry at Teachers’ Private Capital, the private equity
department of the Ontario Teachers’ Pension Plan.
He has 30 years of merger and acquisition, corporate
development, and operating experience in the global
health and life sciences sector, most recently as senior vice-president, strategy and corporate development, at MDS Inc.

Desjardins

Denis Berthiaume is senior vice-president and
general manager, wealth management and life and
health insurance, at Desjardins Group. Previously,
he was senior vice-president, retail markets, for a
major international financial institution. This marks
a return to the firm for Berthiaume as he spent 10
years with Desjardins Financial Security.

McCarthy Tetrault

Randy Bauslaugh is a partner in the pensions,
benefits, and executive compensation group at
McCarthy Tetrault. He has advised on numerous
pension plan restructurings, wind-ups, and surplus
distributions. He is chairperson of the International
Pension and Employee Benefits Lawyers Association and a member of the editorial advisory board of
Benefits and Pensions Monitor. He is also a member
of the MEPP (multi-employer pension plan) consultation committee of the Financial Services Commission of Ontario, Canadian Bar Association, Ontario
Bar Association, Canadian Pension and Benefits
Institute, and the Association of Canadian Pension
Management.

Highstreet

Robin Stanton has joined the institutional relationship team at Highstreet Asset Management. Most
recently, he was director, investments, for the pension
division of a Canadian financial services firm.
n
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Crisis Re-focused
Pension Plans

The financial crisis of 2008-2009 has re-focused
pension plans in North America, the UK, and Northern Europe on defining and solving the risk management challenges they face in the decade ahead, says
research by Pyramis Global Advisors. The Pyramis
‘Global Defined Benefit (DB)’ research study found
there is a great deal of concern in the market today
about how best to assess risk and address it. As a
result of the many lessons learned, plans are implementing new investment strategies and risk measures
designed to meet their long-term goals. The top lessons learned from the financial crisis were the need
for more downside protection, improved risk management, a better match of assets and liabilities, and
a realization that they were less diversified than they
thought. The top concern was their current funded
status, followed by volatility and a low-investment
return environment.

Mental Illness
Expensive Disability

Mental illness is associated with more lost work days
than any other chronic condition, costing the Canadian economy $51 billion annually in lost productivity, says a study from the Centre for Addiction and
Mental Health. It calculated the actual cost of mental
health leave and found that on average it’s double the
cost of a leave for a physical illness. Results showed
that the cost to a company for a single employee on a
short-term disability leave due to mental health concerns totals nearly $18,000. Disability leaves due to
physical illness cost nearly half of that for a leave
due to mental illness.

Doubling CPP Creates
Unbalanced System

Undue augmentation of one leg of the retirement savings stool will ultimately be to the detriment of the
others, resulting in an unbalanced retirement system,
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says a Heenan Blaikie ‘Pension Pulse,’ as there is only
so much money to be devoted to retirement savings. It
says a Canadian Labour Congress call for doubling of
C/QPP premiums would result in fewer dollars elsewhere. “Interestingly, the CLC message makes the
point that only one in four people in Canada can afford
to put money aside in an RRSP or tax-free savings
account. If that is the case, it is difficult to understand
how most people will have the capacity to make additional contributions to the C/QPP,” it says. As well,
it is widely recognized that the employer-sponsored
pension leg of Canada’s retirement system has been
suffering and is now much weaker than it used to be.
More focus of reform should be placed upon strengthening and expanding this leg of the stool, thereby
restoring a better balance to the system.

IA Acquires
California Insurer

Industrial Alliance Insurance and Financial Services
Inc. has completed the acquisition of Californiabased Golden State Mutual (GSM). The GSM block
of business involves 120,000 life policies with a face
amount of close to US$500 million. For the year
ended December 31, 2009, total premiums amounted
to US$9 million and invested assets were US$70 million. Established in 1925, Golden State Mutual was
the largest minority-owned life insurance company
in California, providing traditional life insurance
products to mid-market customers in 17 states.

NEWS

Government Must Help
Address Longevity Risk

Government should use public-private partnerships
to address taxpayer exposure to Defined Benefit pension plan longevity risk, says a study from Swiss
Re. ‘A short guide to longer lives: Longevity funding issues and potential solutions’ says that underestimating life expectancy by one year can increase
a pension plan’s liabilities by up to five per cent.
It is calling on governments to consider realigning
retirement ages with life expectancy and providing
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What is Canada Company?
Canada Company is the link joining Canada’s business and
community leaders with our Military. We provide support,
both financial and moral, to those who serve. We respond
to the needs of our Canadian Forces to bring about change
and improve the lives of the dedicated men and women who
serve on land, sea, and air.
Canada Company also provides an opportunity for
ordinary Canadians who care about our Military to lend
their voice in support of our troops. Funds donated to

Canada Company support various initiatives including the
Canada Company Scholarship Fund and children’s camps
for families of deployed troops.
Canada Company is a registered charity and all donations
qualify for a tax receipt. By living our motto, “many ways
to serve,” our aim is to ensure that Regular and Reserve
Force members get the support, recognition and care they
deserve. We invite you to join us.

For more information
please contact us at:
W www.canadacompany.ca
T 416 865-4311
E info@canadacompany.ca
Canada Company
Toronto-Dominion Centre, TD Bank Tower
66 Wellington Street West, P.O. Box 314, Suite 3100
Toronto, ON M5K 1K2

Canada Company: Many Ways to Serve is a registered
charity BN 83851 6094 RR0001.
Canada Company: Many Ways to Serve operates under
the name of Canada Company.
Message sponsored by Benefits and Pensions Monitor

support for the longevity capital market following
the unveiling of the Life and Longevity Market
Association’s (LLMA) longevity index framework
earlier last month. It says governments already work
with insurers to address other financial risks, such
as those associated with natural catastrophes, and
could look to create a mutually beneficial resolution
for longevity risk.

Companies Redesigning DB

Multi-national companies are looking for ways to
redesign Defined Benefit schemes, but will cut contributions by 10 per cent in the process, says research by
Mercer. Its ‘Scheme Design Survey’ of companies in
the UK, U.S., Germany, France, Italy, and the Benelux countries found 33 per cent were looking to make
changes to their DB scheme, but this would involve
cutting contributions by 10 per cent on average. The
average level of employee contributions, excluding
additional voluntary contributions, is expected to
fall to 5.5 per cent. The results indicate the evolution
of “traditional” DB will continue as companies find
innovative ways to keep their DB schemes open and
resist closing to future accrual. The survey also found
only 14 per cent had a DB scheme open to future
accrual, while 38 per cent confirmed their schemes
were closed to future accrual and 48 per cent said
their schemes were closed to new entrants.

Teachers’ Commits To NXT

A $150 million equity commitment by Ontario
Teachers’ Pension Plan (Teachers’) is providing
additional growth capital for NXT Capital, LLC, a
privately held middle-market commercial finance
company based in Chicago, IL. The investment is
being made through Teachers’ Private Capital, the
pension plan’s private investment department. NXT
Capital is led by former principals of Merrill Lynch
Capital and was formed earlier this year with private
equity funds managed by Stone Point Capital LLC,
along with funds from the founding management
team. NXT targets senior financing opportunities of
up to $100 million.
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Plan Definition
Review Needed

The Organization for Economic Co-Operation and
Development wants the International Accounting
Standards Board to review the definition of DB and
DC plans as they relate to international accounting
standards. In commenting on an exposure draft of
proposed changes to IAS 19, the OECD says some
of its member countries feel that the current definitions do not fit well in the context of their national
pension systems. For example, some member states
have developed hybrid systems where the risk of
the guarantee is divided between a Defined Benefit and a Defined Contribution arrangement.As a
result, the OECD may look at reviewing its own
classification system for different types of schemes
early 2011 or 2012.
n

Corrections

In the June issue of Benefits and Pensions Monitor,
the services directory listing for Morneau Sobeco on
page 37 was incorrect.
The services listed should have included Investment Consulting, Performance Management, and
Portfolio Modeling.

NEWS

●●●●
In the August issue of Benefits and Pensions Monitor, the listing for Seamark Asset Management in the
directory of managers of EAFE and Emerging Markets assets for Canadian pension funds was inadvertently not included.
The listing follows:

SEAMARK ASSET MANAGEMENT LTD. Darren Kosack,
Senior Vice-president, Client Service & 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
Benefits and Pensions Monitor apologizes for any
inconvenience these may have caused.
n
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aking the right mix of benefits available, across a national network of
retail stores, calls for a strong awareness of workers’ needs, says Catalina
Rodriguez, senior manager of employee relations
for Best Buy Canada.
With about 19,000 employees across the country
– the majority made up of young, part-time, in-store
sales associates, as well as many full-time sales people – the main objective is to maintain the health and
welfare of key demographics, while attracting other
potential employee groups important to the retail
brand, Rodriguez says.
“Our young workers bring a type of energy and
freshness about technology that’s important to us,
while our senior, more experienced workers bring
maturity and salesmanship. You have to have that
balance, so we try to design our benefits program to
fit both sides.”
Accessible To All
To achieve its goal of becoming a retail employer
of choice for young students in Canada, benefits and
retirement savings must be reasonably accessible to
all, she explains. In response, it has made its benefits

“Women are actually the biggest purchasers
of consumer electronics. Although we attract a lot
of men who are more into technology, we realize
there’s an important connection between women
being served by women who are knowledgeable of
technology.”
Multi-faceted Strategy
Furniture and décor retailer IKEA Canada has
also been developing its total compensation package “in a way that speaks to the majority” of its
employees, says Jennifer Hagen, deputy HR manager. It typically attracts workers in the 25- to 45-age
bracket, with 55 per cent of its staff women and 45
per cent men. Hagen describes its retail workforce
as a wide-ranging cross-section of individuals with
many diverse needs. Therefore, it requires a “multifaceted” strategy.
“IKEA’s compensation package must always be
for the many … it must have different dimensions
that speak to our similarities and differences as a
group of individuals.”
Out of the 2,708 employees at IKEA, 2,012 are
part-time, so appealing to the younger segment is a
priority. As a result, after one year, part-time workers

Making Benefits Work
For Retail Staff
Sponsor’s
Desk
By: George
Di Falco
George Di Falco is
staff writer for Benefits
and Pensions Monitor
(gdifalco@powershift.
ca)

plan available to part-timers after a certain threshold
of hours worked and will announce shortly that parttimers can add dependents too.
The company also realized, thanks to its bi-annual
employee survey, that many full-time employees
didn’t agree with waiting one year to join its Defined
Contribution pension
plan. So it reduced the
waiting period to three
months, as a way of
giving them more
immediate access to
pension savings. Parttime employees also
have access to the
pension plan in accordance with provincial
requirements.
Maternity Top-Up
Trying to attract
and retain more female
workers has also
become a goal in recent
years, which has motivated improvements appealing
to that specific segment. To help women adjust to the
requirements of motherhood, it has a maternity top-up
of 75 per cent of pay for 17 weeks after giving birth.
The improvement puts it in the lead for the provision of maternal benefits to its staff amongst Canadian
retailers, Rodriguez says, and is a part of its ongoing
initiative to get more women on board.
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are eligible for benefits coverage. To help younger,
as well as older employees, develop their skills, it
also offers an Educational Assistance Program that
reimburses 75 per cent of the cost of courses with a
passing grade.
Other aspects to its benefits program, which are
popular with IKEA
employees, include:
◆ S
 ubsidized meals
throughout
the
day ($4 includes a
meal, fresh salad,
soup, dessert, and
drink.)
◆ A bonus program
for all co-workers
based on annual
goals
◆ Contributions of
up to three per
cent into workers’
RRSP plans
◆ Fifteen per cent
discount on all
IKEA products upon joining the company
◆ C
 o-worker Charge Program, which allows workers to make IKEA purchases on credit and spread
the interest free payments over a period of nine
months through payroll deductions
◆ Flex Work Arrangement Program including flex
time, telecommuting, compressed work week,
and job sharing
■
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TARGET OF TWO PER CENT ) WOULD ALSO SAY THAT DESPITE THE MASSIVE
CAPITAL LIQUIDITY INJECTIONS THAT HAVE BEEN MADE TO 53 BANKS A LOT
OF THAT MONEY IS NOT BEING LENT AS BANKS TRY TO REPAIR THEIR BALANCE
SHEETS AND CAPITAL RATIOS 4HATS HELPING TO KEEP INmATION LOW AND
IS EVEN FUELLING FEARS OF DEmATION
(OWEVER IN THE 53 A LOT OF THE CONSUMERS WHO MIGHT WANT A
LOAN MAY NOT BE CREDITWORTHY ENOUGH TO GET THE LOAN AND THE ONES
WHO ARE MOST CREDITWORTHY ARE IN THE PROCESSES OF DE LEVERAGING
4HIS IS A MAJOR DEPARTURE FROM WHERE WE WERE JUST THREE YEARS AGO
WHERE ANYONE COULD GET A LOAN n EVEN ONE THEY COULD NOT AFFORD
7E CONTINUE TO SEE THE FALLOUT OF EASY CREDIT PLAYING OUT IN THE
MARKETS THREE YEARS AFTER THE CREDIT CRISIS BEGAN 4HERE IS AN OLD
ADAGE THAT IN ORDER TO GET A LOAN YOU HAVE TO lRST PROVE YOU DONT
NEED ONE !ND THAT IS EXACTLY THE ENVIRONMENT WE ARE IN TODAY
PARTICULARLY IN THE 53 3O WEVE GOT ALL THIS MONEY SITTING ON BANK
BALANCE SHEETS (OWEVER IF THAT CHANGES AND THE MONEY MULTI
PLIER STARTS TO RISE WE COULD SEE INmATION
4HE OTHER RISK IS IF COUNTRIES TRY TO INmATE THEIR WAY OUT OF THEIR
DEBT 4HERE ARE ONLY A FEW WAYS TO GET OUT OF THESE MASSIVE DEBT
BURDENS 4HE %UROPEAN COUNTRIES ARE GOING DOWN ONE PATH OF USING
lSCAL AUSTERITY MEASURES NOW BUT THOSE ARE TOUGH PILLS TO SWAL
LOW AND ) THINK ITS ONLY A MATTER OF TIME BEFORE WE SEE ADDITIONAL
QUANTITATIVE EASING BY THE %#" AND &EDERAL 2ESERVE
`iÀ>ÌÀ\Ê -Ê Ü >ÌÊ `iÃÊ Ì ÃÊ i>Ê vÀÊ «iÃÊ
«>Ã¶
-ÀÃ\ &ROM A PENSION PLAN PERSPECTIVE YOU HAVE TO TAKE INTO
ACCOUNT HOW INmATION IMPACTS YOUR LIABILITIES WHICH ARE USUALLY
DIFFERENT FOR PUBLIC AND CORPORATE PENSION PLANS
4HE RETIREMENT BENElTS IN MOST CORPORATE PLANS ARE NOT INmATION
LINKED 4HERE IS HOWEVER INmATION INHERENT IN THE LIABILITIES IN THE
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-ÀÃ\ 4HE OTHER THING IS THE LANDSCAPE IS GOING TO CHANGE VERY
VERY SOON WITH THE NEW ACCOUNTING RULES 7HERE IT USED TO BE A
LONGER TERM PICTURE ITS GOING TO BE A MUCH MORE SHORTER TERM
PICTURE 7ITH THESE NEW ACCOUNTING RULES THAT SHORT TERM VARIABIL
ITY OF THE PENSION PLAN IS GOING TO BECOME A LOT MORE IMPORTANT
ESPECIALLY FOR CORPORATE PLANS
>Vi>\ 7HAT ) lND WITH A LOT OF SPONSORS IS IT COMES DOWN
TO TIME HORIZON ON YOUR INVESTMENT PERIOD )F YOU HAVE A SHORT
TERM PERSPECTIVE SUCH AS THREE YEARS IN TERMS OF YOUR VALUATION
MATRIX ON YOUR PLAN WHEN YOUR CONTRIBUTION RATES COME IN YOUVE
GOT TO LOOK AT THE RISK BECAUSE YOU CANT MANAGE THAT
)F YOURE VERY MUCH OLD SCHOOL n PENSION PLANS ARE LONG TERM
 YEAR DURATION TYPE VEHICLES n THEN THERE IS A VERY DIFFERENT RISK
PROlLE 4HAT SEEMS TO BE A BIG ISSUE WITH CLIENTS TRYING TO lGURE
THAT OUT
FORM OF SALARY INCREASES THEREFORE YOU NEED TO FACTOR IN INmATION
ASSUMPTIONS INTO YOUR ASSET MIX TO HEDGE SOME OF THE RISK
À>ÌiÀ\ /NTARIO 4EACHERS ANNUAL REPORT AND PUBLIC STATE
MENTS HAVE SAID THAT THEIR LIABILITIES ARE LIKE A  YEAR DURATION REAL
RETURN BOND SO THEY ARE HIGHLY SENSITIVE TO BOTH INmATION AND REAL
RATES 4HAT LEADS TO ANOTHER OBSERVATION THE REAL RATES THAT ALL BOND
INVESTORS AND ESPECIALLY PENSION FUND INVESTORS CURRENTLY FACE IN
#ANADA ARE QUITE LOW AND THEY WORRY ABOUT REAL RATES DECLINING
FURTHER 4EACHERS FOR EXAMPLE HAS A SIGNIlCANT HOLDING IN REAL
RATE BONDS AND GIVEN THEIR REAL RATE LIABILITY SENSITIVITIES THEY AND
OTHERS ARE RIGHTFULLY CONCERNED ABOUT REAL RATES GOING LOWER
-ÀÃ\ 4HE CURRENT LOW YIELD ENVIRONMENT HAS SUBSTANTIALLY
INCREASED THE LIABILITIES OF MOST PLANS )N ADDITION THE SEARCH FOR
HIGHER RETURNS TO ACHIEVE YOUR LONG TERM EXPECTED RATE OF RETURN HAS
BECOME MORE DIFlCULT ) BELIEVE SOME 53 PLANS ARE STILL EXPECTING
SEVEN EIGHT OR NINE PER CENT RATE OF RETURNS %VEN THOUGH #ANA
DIAN PENSION PLANS MAY BE MORE CONSERVATIVE IN THEIR ASSUMPTIONS
IT IS GOING TO BE DIFlCULT FOR PENSION PLANS GOING FORWARD
Ê>Vi>\ !NOTHER PERSPECTIVE IS MANY PENSION FUNDS HAVE
A REAL RATE OBJECTIVE WHICH IS IN THE FOUR TO  RANGE 3O  IS
REALLY A PENALTY RATE )T MEANS YOU HAVE TO MAKE IT UP SOMEWHERE 3O
SOME INVESTMENT COMMITTEES ARE LOOKING AT ALTERNATIVES TO THE REALLY
EXPENSIVE REAL RATES IN THE MARKET ) WAS READING SOME LITERATURE
TALKING ABOUT A VALUE ADDED STRATEGY WHICH SWAPPED REAL RATE BONDS
IN #ANADA FOR REAL RATE BONDS IN "RAZIL 4HEY GO FROM  TO SIX TO
SEVEN PER CENT 4HATS A REmECTION ON THE LOW RATES IN #ANADA
-ÀÃ\ 7ITH THE USE OF ALTERNATIVE STRATEGIES YOURE INTRODUC
ING NEW RISKS SUCH AS LIQUIDITY AND TRANSPARENCY RISK 4HIS FURTHER
INCREASES THE COMPLEXITY IN THE MANAGEMENT OF PENSION PLANS
>Vi>\ )T COMES DOWN TO ONE THING AND WE ALL CALL IT RISK
4HERE ARE LOTS OF THINGS YOU CAN DO BUT FOR THE MOST PART YOU ARE
INTRODUCING MORE RISK AND YOU HAVE TO BE VERY CONSCIOUS OF THE
KIND OF RISK YOURE PUTTING INTO YOUR PORTFOLIO 4HERE ARE MANY
VERY WELL EDUCATED BOARDS THAT UNDERSTAND THE NATURE OF THE RISK
RETURN AND THE EXPECTATIONS OF WHAT THAT MIGHT MEAN IN TERMS OF
RETURNS GOING OUT "UT ) SEE A LOT MORE THAT DONT HAVE THAT PER
SPECTIVE AND THEYRE VERY CONSCIOUS OF THE RISK AND DONT WANT TO
TAKE IT
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ÀÀÃ\ 7ERE SEEING A BATTLE OF MANAGING RISK VERSUS REGRET
PLAY OUT IN THE PENSION SPACE RIGHT NOW
)T USED TO BE THAT CORPORATE PLAN SPONSORS COULD HAVE A LONG
TERM VIEW AND SAY @WE CAN RIDE OUT THE VOLATILITY "UT NOW WITH
THE IMPACT TO THEIR BALANCE SHEET AND THE POTENTIAL FOR PARTS OF THE
UNDERFUNDING TO mOW THROUGH 53 INCOME STATEMENTS AS PART OF
PHASE )) OF &!3  THE SHORT TERM IMPLICATIONS OF A VOLATILE PEN
SION PLAN CAN HAVE AN OUTSIZED IMPACT ON THE lNANCIAL CONDITION
OF A PLAN SPONSOR
9ET INTEREST RATES ARE SO LOW THAT PLAN SPONSORS WANT TO WAIT
UNTIL LONG TERM RATES RISE AND THEN INCREASE THEIR ALLOCATION IN lXED
INCOME )TS UNDERSTANDABLE WHY A PLAN WOULD WANT TO WAIT )NTER
EST RATES ARE HISTORICALLY LOW NO DOUBT ABOUT IT (OWEVER THERE IS
A RISK IN WAITING FOR INTEREST RATES TO RISE ESPECIALLY IF BOTH EQUI
TIES AND INTEREST RATES FALL WHICH IS WHAT HAS HAPPENED THIS YEAR
4HEREFORE PLAN SPONSORS HAVE LOST FUNDED STATUS AS ASSETS HAVE
FALLEN AND LIABILITIES HAVE INCREASED 4HE FEAR OF REGRETTING A DECI
SION TO MOVE INTO lXED INCOME OR LENGTHEN THE DURATION OF THEIR
EXISTING PORTFOLIO IN THIS LOW INTEREST RATE ENVIRONMENT IS EXPOSING
PLAN SPONSORS TO A CONTINUED RISK OF LOSS OF FUNDED STATUS
!NOTHER KEY FACTOR IS THE FUNDED STATUS OF THE PLAN )F THE PLAN
IS  PER CENT  PER CENT FUNDED IT MIGHT BE A LITTLE EASIER TO
RATIONALIZE A MOVE TO lXED INCOME AND NAIL THAT LIABILITY DOWN )F
YOURE  OR  PER CENT FUNDED OR SOMEWHERE IN THAT BALL PARK
YOURE LOCKING IN THAT UNDERFUNDED POSITION AND WILL NEED TO MAKE
UP FOR IT WITH ADDITIONAL CONTRIBUTIONS
>Vi>\ 4HE KEY FOR PLAN SPONSORS IS TO HAVE A GAME PLAN
7EVE ALWAYS REACTED TO WHAT THE MARKETS DONE 7E WENT THROUGH
THE INTERNET BUBBLE 7E WERE ALL WELL FUNDED GOING IN AND THEN
THINGS WENT THE OTHER WAY 7E STARTED GETTING THROUGH THAT AND
HERE WE ARE AGAIN  )F PEOPLE HAVE LEARNED ONE THING
ITS YOU MAY NOT HAVE DETERMINED WHICH WAY YOU WANT TO GO ON
THIS ISSUE VERSUS HOW YOU WANT TO SET YOUR PLAN UP BUT YOU SHOULD
HAVE A GAME PLAN
`iÀ>ÌÀ\Ê-Ê ÜÊÀi>ÃÌVÊÃÊÌÊÌÊiÝ«iVÌÊÌiÀiÃÌÊ
À>ÌiÃÊÌÊÀÃiÊ>ÌÊÃiÊ«ÌÊÊÌiÊ}}ÊvÀÜ>À`¶Ê
>Vi>\ 7E HAVE TO BE CLEAR THAT THERE ARE A NUMBER OF DIF
FERENT INTEREST RATES 7E ALWAYS TALK LIKE ITS ONE INTEREST RATE &ROM
4 "ILLS RIGHT OUT TO  YEAR TREASURIES AND CORPORATES AND PROVIN
CIALS THERE ARE DIFFERENT LEVELS OF INTEREST RATES #ERTAINLY THROUGH
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THE CREDIT PROBLEMS THERE WAS A VERY DIFFERENT CORPORATE INTEREST
RATE THAN A GOVERNMENT ONE "UT CERTAINLY THERE ARE GOING TO BE
DIFFERENT INTEREST RATE LEVELS FOR DIFFERENT PIECES OF PAPER 4HATS
GOING TO BE THE BIG GAME GOING FORWARD TRYING TO lGURE THAT OUT
ÀÀÃ\ !S "ILL MENTIONED IT REALLY DEPENDS ON WHICH RATE
YOU ARE USING 4HE "ANK OF #ANADA HAS BEGUN TO NORMALIZE SHORT
TERM INTEREST RATES FROM THEIR CRISIS LEVELS 3O THEY ARE DIRECTLY
INmUENCING THE FRONT END OF THE CURVE WHICH HAS THE ADDITIONAL
IMPACT OF HELPING KEEP THE LONG END STABLE AS THE BANK MAINTAINS
ITS CREDIBILITY AS A STEADFAST INmATION lGHTER
)N ADDITION TO THE CREDIBILITY OF THE "ANK OF #ANADA YOU HAVE
STRONG DEMAND ON THE LONG END OF THE CURVE .OT ONLY ARE PEN
SION PLANS COMPETING WITH EACH OTHER FOR LONG TERM RATE PRODUCTS
THEYRE COMPETING AGAINST INSURANCE COMPANIES WHO HAVE ALWAYS
USED THEM 3O NOW YOUVE GOT TWO COMPETING FORCES THAT ARE GOING
TO BE KEEPING THOSE LONG TERM RATES DOWN
!ND WHILE LOCKING DOWN ,$) WITH lXED INCOME PRODUCTS IS
BEGINNING TO TAKE HOLD IN THE 53 AND #ANADA WEVE SEEN THE
EXPERIENCE IN THE 5+ WHERE PLANS MIGRATED INTO LONG BONDS WHEN
ACCOUNTING RULES WERE CHANGED )T WILL BE INTERESTING TO SEE HOW
FAST 53 AND #ANADIAN PENSION PLANS DO THE SAME THING THE REAC
TION OF THE INSURANCE COMPANIES AND WHAT THAT ALL MEANS FOR SUP
PLY AND DEMAND AND THE RESULTING YIELDS ON LONG TERM CORPORATE
BONDS
0RESENTLY RATES ACROSS THE CURVE ARE NOT ONLY AT CYCLICAL LOWS
BUT AT SECULAR LOWS !T SOME POINT JUST WHEN THE MARKET BEGINS
TO BELIEVE THAT THESE LOW RATES WILL REMAIN THAT WAY INDElNITELY IS
WHEN RATES WILL lNALLY REVERSE COURSE AND RISE
`iÀ>ÌÀ\ÊÛiÊÌ iÊÌ>Ê>LÕÌÊÌ iÊii`ÊÌÊÛiÊ
ÌÊ ]ÊÃÊÌ iÀiÊiÕ} ÊÃÕ««ÞÊÌÊiiÌÊÌ iÊii`ÃÊ
vÊ «iÃÊ «>ÃÊ >`Ê Ü]Ê >««>ÀiÌÞ]Ê ÃÕÀ>ViÊ
V«>iÃ¶
À>ÌiÀ\ 4HE WORK ) HAVE DONE ON THIS SUGGESTS THAT THE PROD
UCT SUPPLY OF CONVENTIONAL BONDS IS NOT THE PROBLEM BECAUSE
THE SUPPLY OF CONVENTIONAL BONDS IS HUGE COMPARED TO WHATEVER
DEMANDS THERE MIGHT BE 4HE LONGEST BONDS HOWEVER n LOOK
ING AT THE CURRENT $%8 )NDEX n HAVE A DURATION OF ABOUT  TO
 YEARS 4HATS NOT GOING TO MEET ANYONES PENSION LIABILITIES
4HE SUPPLY PROBLEM IS ELSEWHERE 4HE AVAILABILITY OF LONG DURA
TION REAL RETURN BONDS IS NOT ADEQUATE AND COUPONS OR STRIPPED
BONDS WHICH HAVE LONG ENOUGH DURATION ARE NOT AVAILABLE IN
ADEQUATE SUPPLY EITHER
3O ITS REALLY SWAPS AND OTHER TECHNIQUES THAT YOU HAVE TO RESORT
TO GET OUT TO  OR  DURATIONS WHICH IS THE TYPICAL RANGE OF MOST
PENSION LIABILITY DURATIONS

STAND YOU HAVE TO BE VERY CAREFUL IN TERMS OF HOW YOU GO ABOUT IT AND
THERE IS A PROBLEM WITH PURE OUTRIGHT PRODUCT MATCHING DURATION
-ÀÃ\ 7E lND TOO IS THAT WHILE THERE IS PRODUCT OUT THERE THE
ISSUANCE IS SOMEWHAT LUMPY )N OTHER WORDS YOU HAVE ISSUERS OUT
THERE BUT ITS HARD TO GET A REAL DIVERSIlED PORTFOLIO OUT ON THE
LONG END OF THE CURVE
5SING SWAPS ON THE 53 SIDE HAS BEEN VERY EFFECTIVE SO EFFEC
TIVE THAT SWAP SPREADS ARE NEGATIVE TO TREASURIES (OWEVER PUR
CHASING SWAPS IN #ANADA ISNT AS ROBUST AS IT IS IN THE 53 )TS A
SIMILAR STORY IN THE FUTURES MARKET 4HERE IS THE STRIPS MARKET AND
THERE ARE SEVERAL DIFFERENT WAYS TO PUSH DURATION OF A PORTFOLIO OUT
INTO A  OR  YEAR DURATION
4HE OTHER PART IS DEMAND )F DEMAND INCREASES THAT CAN CREATE
SUPPLY )F SUPPLY BECOMES AN ISSUE OR IF DEMAND BECOMES SO GREAT
GOVERNMENTS WILL STEP IN TO OFFER SUPPLY
"ECAUSE WHEN ) DEAL WITH THREE DIFFERENT PLANS #ANADIAN 53
AND 5+ PLANS ) ACTUALLY HAVE THREE DIFFERENT CONVERSATIONS FOR
THREE DIFFERENT VIEWS ON ,$) !T THE END OF THE DAY TO ME ITS A
COMBINATION OF PHYSICALS AND DERIVATIVES SO A COMBINATION OF THE
LONGS AND THE SWAPS $O IT BUT IN A CONTEXT WHERE YOU FEEL COM
FORTABLE IN HOW MUCH LIQUIDITY RISK YOU WANT TO TAKE AND HOW COM
FORTABLE YOU ARE AROUND THAT COUNTER PARTY RISK AND SO FORTH
,$) IS A VERY INTERESTING PERSPECTIVE 9OU HAVE TO START FOCUS
ING IT DOWN A LITTLE BIT MORE AND REALLY FOCUS ON HOW THIS PLAN
IS DIFFERENT FROM THAT PLAN 4HATS WHY WE HAVE A LOT OF PROVID
ERS OUT THERE THAT CAN DO THESE CUSTOMIZED SOLUTIONS BECAUSE
THERE IS NO RIGHT PATH AND THERE IS NO ONE DOING THE SAME THING
%VERYBODY LOOKS DIFFERENT AND HOW THEY ACHIEVE THEIR LONG TERM
OBJECTIVE IS DIFFERENT
>Vi>\ 7HEN WE LOOK AT THESE ,$) PRODUCTS THERE IS NOT
ONE PROVIDER THAT CAN BRING YOU A SOLUTION &OR EXAMPLE THEY MAY
HAVE A GREAT BOND GROUP THAT CAN ABSOLUTELY KNOW HOW TO STRUCTURE
IT AND PUT IN THE RIGHT THINGS TO MATCH YOUR LIABILITIES BUT THEY
DONT HAVE ENOUGH GOOD PRODUCTS THAT ARE NON CORRELATED ASSETS IN
THEIR HOUSE TO PROVIDE THAT
ÀÀÃ\ 4O BUILD ON THAT POINT EACH PLAN SPONSOR IS SO IDIO
SYNCRATIC THAT THERE IS NO ONE SIZE lTS ALL FOR ,$) )TS NOT A PRODUCT
ITS REALLY A SOLUTION THAT NEEDS TO BE BUILT AND CUSTOMIZED ) KNOW
FROM WORKING WITH DIFFERENT PLAN SPONSORS THAT THE DURATION THE
STREAM OF CASH mOWS THE FUNDED STATUS OR THEIR ABILITY TO MAKE

>Vi>\ ) TAKE A LITTLE UMBRAGE WITH MY COLLEAGUES WHEN THEY
SAY LOOK AT THIS ,$) 7EVE BEEN LOOKING AT LIABILITIES FOR  TO
 YEARS 0LAN SPONSORS ARE SMART PEOPLE 4HEY KNOW ABOUT THEIR
LIABILITIES AND CORRECTLY OR NOT BACK IN THE S THEY MADE A
DECISION TO EFFECTIVELY HAVE A BALANCED FUND AGAINST A LIABILITY &OR
A LONG TIME IT REALLY WORKED WELL BECAUSE THE BALANCED FUND REALLY
DID OUTPERFORM THAT STREAM OF LONG RATES
,$) IS A NEW NAME BUT THE GIST AROUND IT ISNT NEW FOR THE MOST
PART )T IS lNANCIAL ENGINEERING TO GET THE DURATIONS OUT AND MANAGE
THE CONVEXITY AROUND THE LIABILITY CURVE
/UR BRETHREN IN THE 5+ AND OTHERS WHO HAVE BEEN DOING THIS UNDER

-*" -",

Ê-

/"

3POTLIGHT /N &IXED )NCOME



-*"//Ê"

Fixed Income
SOLUTION )TS GOING INTO LONG BONDS #OME ON THERE IS SO MUCH
MORE TO IT
`iÀ>ÌÀ\Ê 7 >ÌÊ >LÕÌÊ >ÌiÀ>ÌÛiÃÊ ÃÕV Ê >ÃÊ VÀiÊ
«ÕÃÊ«À`ÕVÌÃ¶

CONTRIBUTIONS MAY ALL BE DIFFERENT AS WELL AS THEIR VIEW ON LONG TERM
RATES 7HILE THERE ARE SOME VERY COMMON THEMES AMONG SPONSORS
) HAVE NOT RUN INTO TWO WHO WERE IN THE SAME EXACT POSITION 3O A
MANAGER REALLY NEEDS TO FULLY UNDERSTAND EACH CLIENT WHO IS LOOKING
FOR AN ,$) RELATED SOLUTION /THERWISE THEY COULD LEAVE BIG HOLES
IN FOR EXAMPLE INTEREST RATE RISK ALONG THEIR LIABILITY CURVE /R LOCK
THEM INTO AN UNDERFUNDED STATUS /R EXPOSE THEM TO EQUITY RISK THAT
THEY CAN ILL AFFORD 3O MANY DIFFERENT FACTORS ARE INVOLVED IN HAVING
THAT DISCUSSION WITH A PLAN SPONSOR THAT MANAGERS WILL REQUIRE A
mEXIBLE APPROACH TO DEVELOPING SOLUTIONS NOT JUST SIMPLE PRODUCTS
-ÀÃ\ ) ALSO BELIEVE THAT SOME PLANS MAY HAVE DIFlCULTY IN
UNDERSTANDING THE PERFORMANCE RESULTS WITHIN AN ,$) STRATEGY
9OURE MOVING AWAY FROM PURE UNIVERSES AND BENCHMARKS ONLY
WHICH THEY WERE VERY COMFORTABLE WITH TO SOMETHING WHICH
THEY ARE FAR LESS FAMILIAR WITH (OWEVER IN MY EXPERIENCE THE
INCREASED REPORTING OF THE LIABILITIES HAS ALLOWED US TO BETTER MAN
AGE OUR PLANS
>Vi>\ /NE OF THE THINGS ) SEE MORE AND MORE IS PUTTING
IN LIABILITY BENCHMARKS IN ACTUAL PERFORMANCE REVIEWS )N OTHER
WORDS SURE YOUVE GOT THE UNIVERSE AND THE PEER GROUP COMPARI
SONS BUT YOU ACTUALLY TRY TO lGURE OUT WHAT THE LIABILITY LOOKS LIKE
AND PUT SOME SORT OF PROXY FOR IT IN THE ACTUAL REPORT )T HELPS THE
COMMITTEE UNDERSTAND BECAUSE THEY CAN SEE ITS QUITE VOLATILE )TS
A MINIMAL THING BUT IT HELPS THE COMMITTEE TO ASK THE NEXT SET OF
QUESTIONS ABOUT HOW TO MINIMIZE THAT RISK
À>ÌiÀ\ ) AGREE THAT THE COMMITTEE MINDSET IS REALLY CRITICAL
IN THIS WHOLE THING ) SEE A PROBLEM FOR CORPORATE PLANS BECAUSE A
CORPORATE PLAN COULD IMMUNIZE RIGHT AWAY AND THEN IT LOSES IMME
DIATELY THE POTENTIAL POSITIVE PENSION INCOME WHICH IS A POTEN
TIAL CONTRIBUTION TO THE BALANCE SHEET #ORPORATE PLANS THINK ABOUT
THAT AND REALIZE THIS IS A REAL CONSIDERATION UNLESS YOU JUST WANT TO
IMMUNIZE AND FORGET ABOUT THE PENSION EARNINGS
) lND WITH ALL DUE RESPECT PEOPLE TEND TO BE A LITTLE GLIB ABOUT
,$) AND TALK ABOUT IT AS SOME MAGIC SOLUTION "UT IT TAKES A LOT OF
WORK A LOT OF THOUGHT CAREFUL RESEARCH AND PLANNING PROBABLY A
CHANGE IN MINDSET AND THE WILLINGNESS TO ADOPT NEW AND UNCON
VENTIONAL APPROACHES
>Vi>\ )M GOING TO PICK UP ON "RUCES COMMENT ON THEM
BEING GLIB ABOUT ,$) 3O MANY PEOPLE SAY WE HAVE AN ,$)
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>Vi>\ 7HATS HAPPENING IS GOING BACK TO MY  TRADI
TIONAL ASSET ALLOCATION  PER CENT OF THESE ASSETS HAVE WHAT 
PER CENT MAYBE IN TERMS OF YIELD 9OU HAVE AN ACTUARY TELLING YOU
THAT YOU NEED SIX SOMETHING TO THAT EFFECT 3O YOUVE GOT THIS GAP
ON  PER CENT OF YOUR ASSETS BUT THERE IS A HUGE GAP ON THE INTEREST
RATE SIDE LET ALONE THE VOLATILITY OF THAT BOGIE THAT YOURE USING TO
DISCOUNT THE LIABILITIES
3O WHEN YOU LOOK AT A CORE PLUS PRODUCT YES GO AND TRY AND
GRAB SOME EXTRA RETURN )TS IMPORTANT AND THE COMPOUNDING OF THAT
RETURN IS VERY IMPORTANT
(AVING SAID THAT WHAT ) SEE WITH A LOT OF CORE PRODUCTS IS THEYRE
TAKING ON A LOT MORE RISK THAN THE VALUE ADDED 4HEY ARE INTRODUC
ING PRODUCTS THAT THEY DONT REALLY HAVE A LOT OF EXPERIENCE IN JUST
TO BE ABLE TO SAY @HERE IS CREDIT
)M NOT AGAINST CORE PRODUCTS ) JUST WANT TO MAKE SURE THE MAN
AGER ONE n KNOWS WHAT HES DOING TWO n ACTUALLY HAS A TRACK
RECORD THAT ) CAN LOOK AT TO SAY THAT HE ACTUALLY ADDS SOME VALUE
AND THREE n IS THE RISK THE UNDERLYING VOLATILITY AND RISK ON THAT
CORE THE PLUS PART WORTH IT )F YOU CAN GET AROUND THAT THEN YES
AND THERE ARE CERTAINLY A NUMBER OF PRODUCTS OUT THERE THAT DO "UT
YOUVE GOT TO WATCH OUT BECAUSE THERE ARE LOTS THAT DO NOT 4HEYRE
JUST ADDING RISK TO BOLSTER THE RETURNS
ÀÀÃ\ !ND THATS A GOOD DIFFERENTIATOR 7ITH CORE PLUS THE
PLUS PART IS NOT JUST ALPHA 4HERE IS A LOT OF BETA RISK IN THERE AND
WITHIN THOSE SECTORS WHETHER ITS HIGH YIELD OR EMERGING MARKET
DEBT OR GLOBAL THERE ARE OPPORTUNITIES FOR ALPHA AS WELL AS BETA SO
YOU COULD GET A LITTLE OF BOTH
7E HAVE CLIENTS WHO WANT TO GET THE BEST OF BOTH WORLDS SO THEY
LOOK AT BUILDING LONG DURATION @PLUSPORTFOLIOS 4HIS PROVIDES THEM
WITH lXED INCOME INSTRUMENTS WHICH ARE A BETTER HEDGE AGAINST THE
LIABILITY THAN EQUITIES AND ALSO OFFER A HIGHER RETURN POTENTIAL THAT
MAY HELP BOLSTER A PLANS FUNDED STATUS /F COURSE WITH THE ADDED
RETURN COMES ADDED RISK
4HE ,ONG $URATION 0LUS IS JUST PART OF THE ,$) CONTINUUM 7EVE
SEEN A LOT OF PEOPLE GO FROM $%8 UNIVERSE TYPE PRODUCTS OUT TO LONG
DURATION 4HATS THE lRST STEP JUST TO GET THE DURATION A LITTLE MORE
IN LINE WITH THE LIABILITY %VEN WITH A PORTFOLIO COMPRISED OF  PER
CENT EQUITIES AND  PER CENT lXED INCOME EXTENDING DURATION CAN
IMPROVE METRICS SUCH AS YOUR HEDGE RATIO AND LOWER THE 6!2 OR
VALUE AT RISK !SSUMING YOUR FUNDED STATUS IS NORTH OF  PER CENT
YOU MAY LOOK TO INCREASE THE PERCENTAGE OF ASSETS IN lXED INCOME
SAY FROM  TO  TO  IN ORDER TO IMPROVE YOUR HEDGE AGAINST THE
LIABILITY AND LOWER YOUR FUNDING VOLATILITY ALL WHILE KEEPING SOME
EQUITY EXPOSURE TO CONTINUE TO GROW THE FUNDED STATUS
4HEN WHEN A PLAN IS FULLY FUNDED THEY CAN GET A LITTLE MORE
EXACTING WITH SOLUTIONS THAT ARE CUSTOMIZED AND TAILORED TO THE
PARTICULAR LIABILITY AND MATCH ON KEY RATE DURATIONS FOR INSTANCE
!T ANY POINT A PLAN SPONSOR MAY WANT TO ADD IN THE PLUS COMPO
NENT )T REALLY JUST DEPENDS ON THE FUNDED STATUS AND HOW TIGHT THE
PLAN SPONSOR WANTS TO MANAGE THE VOLATILITY OF THEIR FUNDED RATIO
4HERE ARE COUNTLESS WAYS TO ACCOMPLISH THE GOAL BUT THE lRST STEP
IS DEVELOPING A PLAN OF ATTACK AND A CONSULTANT AND INVESTMENT
MANAGER CAN CERTAINLY HELP IN THAT REGARD
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t is clear that emerging equities have outperformed global equities in most time periods
over the last decade (see Chart 1). But there
are many other reasons, aside from returns, to
invest in this asset class.
◆ G
 rowth potential
Thanks to a lower level of external private and
public debt as well as lower budget deficits, emerging
countries have better economic conditions and growth
prospects than do developed countries. They grew by
one per cent in 2009 versus minus three per cent in the
developed world. They are expected to grow this year
by around six per cent, versus two per cent for developed markets, and we expect this trend to continue.
As well, emerging countries will continue to
benefit from ‘internal demand’ – that is, structural
growth that is fuelled internally by demographics,
increasingly-skilled workers, capacity for increased
financial leverage, and increasing purchasing power.
This internal demand from emerging economies will
also be a key driver of world economic growth over
the next several years.
In contrast, the developed world remains rife with
macro-economic uncertainties. For example:
❍ J obs will likely continue to shift from West to

growth potential. Improving the depth and breadth
of market exposure around the world can lower the
overall risk of a portfolio.
◆ T
 oo big to be ignored
Emerging equities are no longer viewed as
a peripheral asset class. The solid growth in the
emerging economies has resulted in the Emerging
World becoming a sizeable part of the global GDP.
If you adjust the currencies for purchasing power
parity, emerging countries now represent about 53
per cent of the world GDP. As well, the weight of
emerging markets in the MSCI All Country World
Index is now 15 per cent and in the EAFE index it is
close to 30 per cent. This is a portion of world equity
capitalization that warrants serious attention.
◆ I mproved risk profile
Many investors still perceive the risk of emerging markets to be relatively high. But, in addition to
the genuine growth opportunities that emerging markets offer to Canadian pension funds, their risk has
improved gradually in the last 10 years, save for the
spike during the crisis. As risk perception changes,
emerging markets should benefit.
So why use a specialist emerging markets manager?
Many investors already have some emerging

Why Invest In Emerging Equities?
East due to the strong competitive advantage of
the Yuan against the dollar and the euro.
❍ The announced government cutbacks in Europe
are unlikely to fuel a significant resumption in
private investment.
❍ The U.S. administration’s fiscal policy faces
some difficulties in Congress and U.S. growth
may continue to be suppressed by the high financial leverage of the private sector and the large
current account deficit.

Chart 1

equity exposure through their international managers.
However, there are strong arguments in favour of considering a specialist emerging markets manager:
❍ T
 here are different performance drivers for emerging versus developed markets and a developed
market manager may not have the needed special
expertise. In particular, there are many complex
macro, top-down issues to consider in emerging
markets that aren’t present in developed markets.
❍ T
 he breadth and depth of the emerging markets

Annualized Returns (As of July 30th, 2010)

Index
1 Year
3 Years
5 Years
				
MSCI EM (US$)
MSCI World (US$)

Since Jan 1, ‘01
(9.5 Years)

19.9%

-1.0%

13.0%

14.8%

9.8%

-9.2%

0.9%

9.6%

◆ Still-attractive valuations
In spite of their higher growth potential and their
strong performance in the last few years, emerging
equities continue to have PE levels similar to those in
developed market equities. Some countries, such as
Russia, are particularly cheap, while others, such as
Brazil and Indonesia, have very attractive mediumand long-term economic growth outlooks with valuations that are either attractive or in line with other
emerging markets.
◆ D
 iversification benefits
Emerging markets represent a significant diversification vehicle, allowing investors such as pension
funds to gain access to a wide variety of markets
while benefiting from very attractive returns and
Benefits and Pensions Monitor – September 2010

investable universe has increased significantly in
recent years. Thus, developed market equity portfolio managers may find it more difficult to keep
up their knowledge base as the emerging market
world expands. Many developed market managers limit themselves to the largest 50 names of
the emerging market index, leaving many important opportunities untapped.
❍ T
 he growing capitalization of the emerging market investable universe means that these markets
warrant specialized attention and expertise.
Thus, the growing size, significance, and complexity of the emerging equity world calls for
increased scrutiny and expertise in the management
of emerging market portfolios. ■

Market
monitor
By: Patrice
Lemonnier &
Marcia Lewis
Brown
Patrice Lemonnier
is head of emerging
market equities for
Amundi Group. Marcia
Lewis Brown, CFA, is
managing director,
Amundi Canada Inc.
(marcia-lewis.brown@
amundi.com)
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or years now, Canadians have heard tales
of nightmares come true – workers falling
to their deaths from ladders or seriously
injuring themselves because of a slip or
trip. The real tragedy is that most of these injuries
are preventable. According to the 2004 Canadian
Institute for Health Information report, falls are the
second leading cause of injury-related hospitalizations for all ages, resulting in 29 per cent of injury
admissions.
Statistics show that most falls (60 per cent) happen because of slips and trips. The remaining 40
per cent are falls from a height. Slips happen where
there is too little traction between footwear and
walking surfaces. Common causes are wet floors,
weather hazards, (like snow covered walkways),
loose rugs or mats, and walking surfaces that do not
have uniform traction. Trips happen when a foot hits
an object, resulting in loss of balance.
Steps For Prevention
Not only is fall prevention a good financial and
moral choice, it’s the law. Occupational health and
safety laws require employers to take precautions to
protect workers and provide accurate information.

to investigate it right away, determine the cause and
find a solution.
Managers have to be proactive when it comes to
fall safety. Special training may be required, especially for equipment like ladders. Popular topics for
employee training may include equipment set up,
inspection, storage, and maintenance.
The Employee’s Role
Employers are ultimately responsible, but employees should be educated on how to protect themselves.
For employers, this means educating them on how to
spot the hazards, or just providing a handout with
helpful tips for fall prevention. Employees can prevent falls by taking their time and paying attention to
where they are going, using a flashlight when entering a dark room where there is no light, ensuring that
things they are carrying or pushing do not prevent
them from seeing any obstructions, spills, etc, and
reporting all slip, trip, and fall hazards immediately
to your supervisor.
Remember that these injuries have heavy costs
for Canadians, both emotionally and financially. A
20 per cent reduction in falls would translate to an
estimated 7,500 fewer hospitalizations. The overall

Home Safety And Fall Prevention
So how can employers make a difference and how
can employees stay safe?
Good housekeeping is the easiest way to help
prevent trips and slips. This involves a keen eye and
dealing with any potential dangers immediately.
Some examples are:
◆ C
 leaning all spills with hot, clean water
◆ Marking all wet areas
◆ Keeping walkways clear of clutter
◆ Tacking loose rugs to the ground
◆ Covering any cables that could be a tripping
hazard
◆ Keeping working areas well lit
Changing or modifying walking surfaces is the
next level of prevention. Recoating or replacing
floors, installing mats, and advising employees to
wear shoes with proper traction can further improve
safety and reduce risk of falling.
Employer Responsibility
Employers should use fall protection programs
which can include implementing a company policy
that outlines rules for inspection and maintenance.
Becoming familiar with laws and legislation is
also a good idea. They should be able to identify
all slip, trip, and fall hazards at the work site as
well as instruct employees on how to spot and
avoid them.
It’s not enough to just instruct employees on
proper practices – managers should make sure that
employees understand procedures and can follow
them correctly. Once a fall program is in place, it’s
important to take time to re-evaluate it to make sure
that policies are working. If a fall does occur, be sure
Benefits and Pensions Monitor – September 2010

national savings could amount to $138 million annually, according to a 1998 study produced by SMARTRISK. By implementing the safety precautions
outlined above, we can achieve this.
■

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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xchange-traded funds (ETFs) are commonly talked about in the mainstream media
as a retail product. Low fees, transparency,
liquidity, and simple access to diversification are among the very real benefits that have
attracted the focus of retail investors in recent years.
As the general awareness of ETFs has skyrocketed,
so has the range of options available to investors.
But, this trend towards public adoption of ETFs coincides with another trend that has been taking place
among institutional investors: namely, the growing
realization that ETFs not only provide a cost-effective
and cost-transparent way to achieve diversification,
but also are invaluable tools in meeting the challenges
institutional investors tackle every day.
The upsurge of interest in the products is occurring
at a critical time for institutional investors. As markets remain volatile and long-term outlooks remain
cloudy, all the hallmarks of ETFs – liquidity, flexibility, and simplicity, as well as cost-effectiveness
– increasingly fit the needs of investors. According
to a recent survey of U.S. plan sponsors and money
managers by Greenwich Associates, the percentage
of American pension funds, endowments, and foundations that report using ETFs has grown to about

tional investors take to generate value for those that
have entrusted them with the task. One well-publicized reason for continued growth in the use of ETFs
by institutional investors is the variety and number of
ETF products now available. This has not just been a
response to increased demand, but has been fuelling
that demand. These days, ETFs provide access to a
vast array of asset classes, geographies, and currencies including emerging markets, fixed income, and
real estate. Such variety of options allows for their
application in a wide spectrum of uses, including
very specific cash equitization strategies. It’s important to remember – and particularly appealing to
institutional investors – that they also offer intra-day
liquidity and enhanced flexibility, allowing market
participants to be much more nimble and surgical in
the management of their assets. In today’s markets,
where long-term returns are difficult to divine, the
traditional advantages of ETFs over other investment vehicles are even more important and have
been driving the increased adoption of these funds
by institutional investors.
That said, the recent surge in ETF variety and
number of ETF providers is, in fact, introducing a
new degree of due diligence that needs to take place

The Growing Use Of ETFs
14 per cent. That might seem low, but according
to recent estimates institutional holdings represent
roughly half of all total assets invested in ETFs in
the United States. Additionally, almost 55 per cent of
institutional investors now using ETFs expect their
usage of them to grow over the next year, including
nearly 20 per cent that expect the proportion of the
assets held in ETFs to grow by five to 10 per cent.
In Canada, the results are similar. In our experience, institutional clients embrace the products as a
tool in both the strategic and tactical challenges of
effective long-term portfolio management. In fact,
we expect institutional-held ETF assets will continue to grow as they have in the U.S. and Europe.
Growth Of Adoption
So why has ETF usage
among institutional investors
increased so quickly and how
do we envision the growth of
adoption going forward?
The reasons are as varied
as the approaches institu-
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at the investor level. As with all investment vehicles,
it is more important than ever to take a deep look at
not only what an ETF name and ticker is, but who the
provider is behind the fund. A strong provider will
have the direct market depth, breadth, experience,
and support structure available to not only properly
construct a given ETF exposure, but also to manage
the fund through all market environments. By accessing an ETF provider with a history of being a reliable
partner in the ETF space, investors gain support from
the due diligence phase right through to trade support both in and out. In the Greenwich survey mentioned earlier, the reputation of the company behind
the fund was among the four most often cited selection criteria given by institutional ETF investors, the
others being liquidity, benchmark
and the fund’s track record.

Investment
By: Greg Walker

Increasingly Aware
Over the past year, a number
of themes have arisen with regard
to ETF investing as institutional
investors of all sizes are becoming
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increasingly aware that ETFs offer a flexible
and efficient way to address the challenges
of long-term investing in a volatile marketplace. ETFs are being used to implement
a variety of strategic investment decisions,
from the efficient adjustment of portfolio
duration and plan asset class allocations to
the execution of event-driven tactical strategies. In some cases, a manager may simply
combine both traditional index investments
with a matching, but more flexible, ETF
exposure, to improve the overall level of
flexibility within a portfolio or plan and to
better equip it for more volatile markets.
Many institutional investors have
adjusted somewhat outdated investment
policy limits and restrictions around the
use of index instruments to allow for an
increase in the use of ETFs. As a result, and
not surprisingly, the increased adoption of
ETFs has gone hand-in-hand with the wellestablished trend towards more emphasis
on beta investments.
There is more to it than that, however.
ETFs are increasingly being used as a clear
and efficient tool for alpha strategies, from
the complex to the straightforward. As well,
a renewed focus on transparency, flexibility,
and risk budgeting has institutional investors using ETFs more and more to expand
their investment strategies while managing
towards a high standard of transparency.
As with many things, much can be
understood by how institutional investors
are using ETFs by looking at the numbers.
Net asset flows are a good source of observable evidence that ETFs are being used to
implement exposure across a wide range of
asset classes, currencies, and geographies.
Equities, not surprisingly, are still the most
popular asset class, with more than $11 billion in net inflows for the first half of 2010
and $36 billion of net inflows in 2009.
In addition, institutional investors are
becoming more comfortable with the wider
array of ETF classes as they invest across
the risk spectrum, from emerging market
equities to corporate bonds and commodities. In aggregate, the total of assets under
management held in ETFs exceeded $1 trillion for the first time last December, and
more than 47 per cent, or $488 billion, was
invested in iShares ETFs.

tions while simultaneously employing a
manager to implement an active strategy.
Notably, because there is not a minimum
purchase size for ETFs, smaller funds are
deriving the benefits of passive core allocation because they can implement asset allocation targets regardless of their size.
Meanwhile, among institutional investors, the broad trend towards adopting ETFs
as a tool in their arsenal is underpinned by the
regular use of the products for management
of external managers. Many plan sponsors,
for example, will use them to gain temporary
market exposure to a given asset class while
transitioning from one external manager to
another. In such cases, ETFs can often provide a suitable ‘parking spot’ for funds, giving the plan sponsor time to search for a new
manager while maintaining the integrity of
the plan’s overall investment objectives. In
fact, the use of ETFs to gain quick, flexible
market exposure for cash holdings is also a
common way to manage incoming assets or
for assets awaiting distribution.
In both the U.S. and Canada, pension
funds, endowments, and foundations are
using ETFs in increasingly more sophisticated ways. They are being deployed to
achieve efficient portfolio rebalancing and
to generate additional return through the
administration of the ETF holdings themselves. As all managers and plan sponsors
know, moving in and out of relatively illiquid

funds and/or individual securities to effect a
rebalance can be extremely time-consuming and expensive. Many have discovered,
however, that by using ETFs backed by a
strong provider, they have the ability to tap
into multiple levels of liquidity, helping to
reduce both implementation time and cost
when making broad asset-class changes.
For those plans that are active in securities lending, ETFs have an added significance, as they have the potential for additional return through the lending-out of the
ETF unit itself. In some cases, securities
lending revenue can completely offset or
exceed the ETF’s expense ratio, making it
a truly low-cost tool indeed.
According to Greenwich, nearly 30 per
cent of U.S. institutions surveyed who do
not use ETFs say they lack familiarity with
them. That level of knowledge, both about
ETFs and about their uses, is changing
daily, it seems. It is always difficult to look
into the future and chart an investment path,
but for all the bumps along the way those
tools that provide clarity, integrity, and flexibility will always be worth exploring. ■
Greg Walker is vice-president of
institutional business at iShares,
BlackRock Asset Management Canada Limited (iShares
Canada_Institutional@Black
Rock.com).

Passive Target Allocations
By venturing beyond equity ETFs,
investors have gained simple and cost-effective access to some of the best-performing
asset classes of the past few years. Many
(some 28 per cent in the U.S. Greenwich
survey) are employing ETFs to take passive
investment positions as part of core-satellite
investment strategies. For instance, a plan
sponsor might take a position in emerging
market ETFs to gain passive target allocaBenefits and Pensions Monitor – September 2010
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ith employers worldwide continuing
their shift away from Defined Benefit
plans in favour of offering Defined
Contribution coverage, Canadians
are assuming greater responsibility – and risk – for
their financial security at retirement. This article
explores the current state of employer-sponsored
capital accumulation plans in Canada and the direction plan sponsors anticipate taking in the coming
years, based on insights from Towers Watson’s
recent survey research.
Canada Compared To Other Countries
Statistics Canada data shows a sustained pattern
of decline in DB plan membership as a percentage
of the total workforce, accompanied by an increase
in DC plan participation in the private sector. Since
the advent of pension tax reform in 1990, the percentage of the workforce participating in a DB plan
has declined from 41 per cent in 1990 to 32 per cent
in 2009, while workforce coverage through either a
DC or a hybrid pension plan has increased from four
per cent to 11 per cent.
In reviewing pension design trends over this
period, Statistics Canada reports that “the increased

ers and boards are increasingly questioning whether
now is the time to make the move.
Plan Sponsor Outlook
To help assess current trends in capital accumulation plan (CAP) design, management and delivery,
in early 2010 Towers Watson conducted a cross-Canada survey of organizations that include one or more
CAPs in their total rewards programs. The survey
results offer insights into the actions CAP sponsors
are taking today to deal with short-term challenges
as well as their future strategies for managing cost
and risk in their CAPs.
Most CAP sponsors cite external market pressures
(65 per cent of sponsors surveyed), financial pressures
(54 per cent), and workforce and talent management
objectives (56 per cent) as the top three issues driving
their organization’s retirement plan decisions today.
Relatively few CAP sponsors surveyed believe
that employees make informed decisions about their
retirement savings (36 per cent), the investment of
their retirement plan assets (32 per cent), or have realistic expectations about what income level their retirement programs will ultimately provide (23 per cent).
Two-thirds of plan sponsors believe CAP-related

Current State And Future Directions
DC PENSIONS
By: C. Ian Genno
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prevalence of DC plans is reflected in nearly all plan
sizes, but almost exclusively in the private sector”
– with DB-to-DC plan conversions, DB plan windups, and introduction of new DC plans accounting
for the trend.
Yet, DC growth has been slower in Canada than
in other large developed pension markets worldwide.
Canada compares only with the Netherlands and Japan
in the high proportion (more than 90 per cent) of total
registered pension plan assets remaining in DB plans
compared to DC plans.
Key reasons why DC has not moved ahead as
quickly in Canada as elsewhere include:
◆ the regulatory complexity of DB-to-DC conversions – particularly for employers with plan
members in multiple provincial jurisdictions
◆ the lack of safe harbour rules, which might offer a
degree of legislative protection for some of a plan
sponsor’s decisions with regard to its new DC plan
◆ long-standing union opposition to changes that
would reduce or replace DB coverage
Nonetheless, the
trend in Canada
is clear – and in
many private sector organizations
that have not yet
moved toward
DC, sharehold-

litigation may increase in the future. The reasons
most often cited for future anticipated legal action
on the part of plan participants are the realization of
inadequate retirement income (72 per cent of sponsors surveyed), poor investment performance (63
per cent), and inadequate communication and education (60 per cent). This underscores a clear need
for employers to manage the risks associated with
CAPs more proactively.
Plan Design
Nearly half of the survey respondents (48 per cent)
describe their corporate philosophy regarding the
design of their CAP as offering a ‘facilitation’ role
– providing members with the opportunity to retire
with adequate income.
When asked to identify the top three objectives in
designing their plans, the main two – by a significant
margin – are competitive positioning (82 per cent
of sponsors surveyed) and encouraging individual
responsibility for retirement saving (61 per
cent). Only 25 per cent
of respondents are
focused on targeting
a particular level
of replacement
income – demonstrating that
the majority of
CAP sponsors
are promoting
individual
responsibilBenefits and Pensions Monitor – September 2010

ity rather than employer responsibility to
save for retirement.
A diverse range of structures are used to
determine employer contributions. There is
no one ‘typical’ contribution formula and
different employers will adopt different
contribution structures in order to achieve
their specific plan design and ‘messaging’
objectives.
Prevalent
contribution
structures
include:
◆ f or 32 per cent of survey respondents,
a matched contribution, placing the
responsibility for saving squarely on
employees’ shoulders, while providing a meaningful financial incentive for
employees to save
◆ for 20 per cent, an automatic base contribution, supplemented by an opportunity to earn a further match-driven contribution
◆ for another 20 per cent, a simple, flat
employer contribution model, with no
requirement or incentive for employees
to contribute
Overall, the median plan design in many
of the categories above would result in
a maximum of roughly 10 per cent of an
employee’s salary being set aside by the
employer and employee in total. While a 10
per cent annual contribution rate may have
provided an adequate level of retirement
income replacement during the 1980s and
early 1990s when interest rates were significantly higher than they are today, we question whether these contribution levels will
be sufficient without additional unmatched
contributions by employees in today’s persistently low interest rate environment.
This question is particularly relevant for
employees in middle to high income brackets and those who delay starting retirement
savings contributions until their mid-career
years. As experience over the last several
years has shown, the retirement income
that a CAP can deliver is highly sensitive
to market conditions – potentially forcing
plan members to delay retirement, accept
a lower standard of living, or (if they have
sufficient time) increase their savings rate.
In the U.S., auto-escalation features have
been implemented in many plans to help
address potential shortfalls in employee
participation and contribution rates. While
auto escalation is not currently permitted in Canada, a service- or points-graded
contribution scale could achieve the same
result. However, only a quarter of survey
respondents currently use this type of plan
formula in their design.
Communication And
Decision-making Support
With a maturing CAP membership and
increasing exposure to potential liabilities

associated with assisting and educating
plan members, good communication and
modelling tools will become vital for both
plan members and sponsors. Yet, although
competitive positioning was a key objective for most employers in designing their
CAP, only 16 per cent of CAP sponsors surveyed believe they have a communication
plan that is fully integrated with their total
rewards strategy.
Both ‘high tech’ and ‘low tech’ methods
are important when communicating with
employees. While the vast majority of CAP
sponsors agree that high tech tools, such as
the internet/intranet and online modelling
tools are effective communication methods,
more traditional, low tech approaches are
still deemed effective by many – including
the use of group meetings, call centres and
newsletters.
The next generation of decision-making
support and modelling tools being implemented by employers includes stochastic
modelling (showing a range of outcomes,
not just a single scenario), incorporates
income from other sources (reinforcing the role the CAP is intended to play
as one of a variety of retirement income
vehicles), and goes beyond the accumulation phase to illustrate the anticipated
depletion of accumulated CAP balances
during the retirement years – helping plan
members to understand more fully the risk
of outliving their retirement savings and
to evaluate the pros and cons of different
savings levels, pre-retirement investment
approaches, and self-managing their accumulated balances during retirement versus
buying a life annuity. And, with the use
of multi-media techniques, these more
dynamic modelling tools can be made
easier and more engaging for plan members to work with.
Investment Practices
Not surprisingly, our survey results
reveal a wide range of differences in the
investment line-ups of CAP sponsors. This
is notably evident in the number of fund
options being made available to members
– with a median of 10 (counting target date
and target risk fund series as single options),
but with some sponsors offering only one
investment option while others report more
than 50 funds available.
In particular, target date funds have been
an area of interest for many CAP sponsors
and have increased dramatically in prominence in Canada over the last several years.
Target date funds are the most prevalent
type of new funds being added to investment line-ups, with 38 per cent of survey
respondents now making them available to
plan members.
The survey results also indicate a trend
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to move away from actively managed funds,
particularly balanced and Canadian fixed
income, into passive investment options. This
reflects CAP sponsors’ dissatisfaction with
their funds’ inability to navigate successfully
through the market collapse and rebound, as
40 per cent of survey participants indicate
replacement of underperforming funds as
the reason for implementing changes to their
investment option line-up.
The survey also reveals that engaging members to provide initial investment
directions remains a continuing challenge,
with 47 per cent of respondents indicating that 10 per cent or more of their members are being invested automatically in
the ‘default’ option. While 31 per cent of
respondents currently offer a balanced fund
as the default option, there is an emerging
trend to change the default option to target
date funds. Of Canadian CAP sponsors surveyed, 24 per cent have already made this
move and, of the 21 per cent of survey participants that are considering changing their
default option over the next 18 months, 66
per cent are considering a target date fund
series as the new default.
Managing Risks
Looking forward, CAP sponsors will
– in addition to the design, communication and investment trends explored above
– increasingly be focused on developing and using better tools to manage their
plans more effectively. In discussions with
leading CAP sponsors, we see increasing
interest in management tools designed to
provide ‘CAP health check’ information on
plan member participation levels, investment patterns, and distribution elections,
and ‘CAP valuation’ tools that will provide
insights into how plan members are tracking toward retirement income targets that
were set when the CAP design was initially
developed and communicated.
Although a fundamental premise of
CAPs is that plan members are empowered
to take ownership of their retirement security, a significant degree of employee risk
can accompany this opportunity. Employee
risks have the potential to turn into
employer risks. For employers that provide
retirement coverage through a CAP, there
is a strong business rationale to help plan
members understand, manage, and mitigate
these risks – not just during the accumulation phase, but also as plan members begin
the shift from building wealth to preserving
wealth as they approach and subsequently
begin retirement.
■
C. Ian Genno is a Towers
Watson consultant based in
the firm’s Toronto office (ian.
genno@towerswatson.com).
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es, it is possible that ethical investing
can produce higher returns. For instance,
America’s Social Investment Forum
found in a “… review of 160 [U.S.]
socially responsible mutual funds from 22 members
of the Social Investment Forum (SIF) … that the vast
majority of the funds – 55 per cent – outperformed
their benchmarks in calendar year 2009, most by
significant margins…”
In fact, most studies of ethical and socially
responsible (SR) investing do find roughly similar or even sometimes higher returns when compared to conventional investing. And this is what
reviewers concluded after examining thirty key
academic and broker studies related to ethical/SR
investing for the United Nations Environmental
Programme (UNEP) Finance Initiative and Mercer in late 2007.

be in. This means say, investing in defence companies
with ‘stellar’ ethical/SR corporate attributes – if there
are such companies – despite the company’s products
not aligning with the investor’s values.
However, I suspect that with investors and governments increasingly demanding that companies
report and improve upon their environmental, social,
and governance (ESG) activities, in the future there
will be fewer companies engaged in potentially
damaging ESG activities. And, therefore, there will
be a smaller number of industries and companies for
ethical/SR investors to shun. Perhaps this sounds
utopian, but these are indeed the trends.
The wake-up call of the BP oil disaster also adds
fuel to the promulgation of ESG policies. Some alert
ethical/SR fund managers, having studied and critiqued BP’s ESG activities, sold their BP stock prior
to its oil spill.

Research Shows SR Returns Higher
Lessons Learned
Of all the studies on ethical/SR investing in recent
years, perhaps the best credentialed is ‘The wages of
social responsibility,’ by Meir Statman and Denys
Glushkov, published in America’s Financial Analysts Journal in July/August 2009. The study found
that the so-called ‘best-in-class’ ethical/SR investing
approach yielded superior returns.
Quoting from the study, “[that] analyzing 1992–2007
returns of stocks rated on social responsibility ... found
that this tilt gave such investors
an advantage over conventional
investors. [But] the advantage
from tilting toward stocks of
companies with high social
responsibility scores is largely
offset by the disadvantage
from the exclusion of stocks of
shunned companies…” Therefore, “socially responsible
investors can thus do both well
and good by adopting the bestin-class method in constructing
their portfolios: tilting toward
stocks of companies with high
scores on social responsibility
characteristics but refraining
from shunning stocks of any
company.”
This latter point is controversial among ethical/SR
investors. It suggests investing
in ‘best-in-class’ companies no
matter what industry they may
Benefits and Pensions Monitor – September 2010

One point that troubles most conventional investors concerning ethical/SR investing is the placing
of personal values above profit – as seen in just
released survey results from the Desjardins Group.
“… [given] the choice between a conventional
fund and an SRI [socially responsible investing]
fund with a one per cent lower return, 85 per cent
of investors would choose the SRI fund. Even if
the return was three per cent lower, 58 per cent of
investors would still choose SRI funds!” But, as the
above research proclaims,
giving priority to personal
values can be positive for
investing returns.
As investors realize that
they can apply their ethical/
SR values to investing and
make similar or potentially
better returns compared
to conventional portfolios, investors everywhere
will eventually favour
ethical/SR oriented funds
and investments. And the
added benefit will be a better world for us all.
■
Ron
Robins, MBA, is
founder and
analyst at
Investing for
the Soul (r.robins@alrroya.
com) copyright alrroya.com

By: Ron Robins
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Money Managers
ABERDEEN ASSET MANAGEMENT Renee Arnold,
Head of Business Development, Institutional Business
Development - Canada; 161 Bay St., 27th Floor, Toronto,
ON M5J 2S1 PH: 416-572-2020 eMail: renee.arnold@
aberdeen-asset.com Web: www.aberdeen-asset.com
Managed Since: 1995 Clients: 8 Philosophy/
Style: Employs a bottom-up fundamental analysis
with a focus on absolute return; invests in companies
with sound fundamentals that pass investment criteria
of quality and price; for SRI mandates, companies must
also pass a screening process for acceptable social
behaviour.
ACUITY INVESTMENT MANAGEMENT INC. Michael
Peck, Senior Vice-president, Institutional; 40 King St.
W., Scotia Plaza, 55th Floor, Toronto, ON M5H 3Y2 PH:

Advertising Works!
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416-494-1066
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416-867-2559 Fax: 416-366-2568 eMail: michael_
peck@acuityfunds.com Web: www.acuityfunds.com Managed Since: 1991 Clients: 1 Philosophy/Style: Across
all mandates, purchases reasonably valued securities with
appealing growth characteristics to hold over the mid- to
long-term and prefers to invest in companies with betterthan-average balance sheets versus sector peers.
ADDENDA CAPITAL INC. Joe DiMassimo, Senior Vicepresident, Sales & Client Service; 36 Toronto St., Ste.
1050, Toronto, ON M5C 2C5 PH: 416-943-1010 Fax:
416-955-0808 eMail: j.dimassimo@addenda-capital.
com Web: www.addenda-capital.com Managed
Since: 1992 Clients: 1 Philosophy/Style: Manages
assets by using established styles, then applying SRI
screens.
BLACKROCK Eric Leveille, Managing Director; 161 Bay
St., Ste. 2500, Toronto, ON M5J 2S1 PH: 416-643-4000
Fax: 416-643-4049 eMail: eric.leveille@blackrock.
com or amg-rfp@blackrock.com Web: www.blackrock.
com Managed Since: Inception Philosophy/Style:
Manages fixed income, equity, real estate, liquidity,
alternatives, and asset allocation/balanced strategies for
institutional and retail clients. It believes that investment
professionals using a disciplined investment process and
sophisticated analytical tools will consistently add value
to client portfolios.

BNP PARIBAS INVESTMENT PARTNERS CANADA LTD.
Simon Segall, CEO; 155 Wellington St. W., Ste. 3110,
RBC Centre, Box 149, Toronto, ON M5V 3H1 PH: 416365-3983 Fax: 416-365-3987 eMail: simon.segall@
bnpparibas.com Web: www.bnpparibas-ip.com Managed Since: 2001 Philosophy/Style: Offers range
of sustainable investment solutions that add value by
capturing new opportunities resulting from sustainable
development, reducing emerging risks created by unsustainable development, supporting a higher degree of
responsibility.
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 Managed Since: 1986 Clients: 10
Philosophy/Style: Seeks companies whose shares are
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mispriced relative to their long-term outlook offer opportunities to add value; Style: Core with Value Tilt - searches
for firms that rank highly in addressing social, ethical,
and environmental concerns and with corporate practices
(using Michael Jantzi Research Associates Inc); eliminates
socially unacceptable stocks based on client specific constraints and ethical requirements
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 Managed Since: 1999 Clients: 4 Philosophy/
Style: Makes private debt and private equity investments
in emerging markets and considers ESG screening to
identify well-run businesses, improve risk management,
and build a robust portfolio of investments.

DESJARDINS FINANCIAL SECURITY David Charbonneau,
Vice-president, Business Development; 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.dfs.ca Managed Since: 2009 Clients: 13 Philosophy/Style:
Ethical Income - Core fixed income product that mainly
relies on yield curve and sector spread analysis; Ethical
Canadian Equity - Fund uses multi-management strategy
that allocates capital between three different mandates,
each with a specific approach; Ethical Global Equity Style is core, investment approach based on a combination of qualitative company selection strategies and strict
pricing disciplines.
DESJARDINS GROUP Rosalie Vendette, Socially Responsible Investment Advisor; 1 Complexe Desjardins, Box 34,
Desjardins Station, Montreal, QC H5B 1E4 PH: 514-2863100 x2922 eMail: rosalie.vendette@desjardins.com
Web: desjardinsfunds.com Managed Since: 1990 Clients: 2,814 Philosophy/Style: Environment Fund consists primarily of shares of Canadian corporations from all
sectors of the economy that take a responsible approach
towards the environment, whose securities are traded at
a reasonable prices; socially responsible investment solutions tailored to correspond to different investor profiles.
With its partner Ethical Funds, it engages in dialogue with
companies, submits shareholder proposals, and exercises
voting rights during general meetings of shareholders to
encourage companies to improve their ESG practices.
DEXIA ASSET MANAGEMENT Christophe Vandewiele,
Head of Dexia Asset Management, Canadian Representative Office; 155 Wellington St. W., 6th Floor, Toronto,
ON M5V 3L3 PH: 416-974-9055 Fax: 416-955-6226
eMail: christophe.vandewiele@dexia.com Web: www.
dexia-am.com Managed Since: 1996 Philosophy/

Style: Long-term investment strategy that systematically
takes environmental, social, and governance (ESG) criteria into consideration when making investment decisions
to generate a competitive performance and to advocate
responsible behaviour towards sustainable development.
F&C MANAGEMENT John Farley, Director, North America;
265 Franklin St., 16th Floor, Boston, MA 02110 PH: 617426-9050 Fax: 617-426-3433 eMail: john.farley@
fandc.com Web: www.fandc.com Managed Since:
1984 Philosophy/Style: Governance and Sustainable
Investment (GSI) team provides global coverage on a host
of sustainable investment issues.
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
Managed Since: 2004 Clients: 2 Philosophy/
Style: Active Fixed Income Universe - Fundamental
internal research, independent of sell-side analysis and
credit rating agencies, used for multi-strategy approach;
Canadian equity anchored on precepts that dividend
paying stocks outperform over time and that price paid
matters, quality companies selected on a risk-adjusted
basis; U.S. equity - research-focused approach identifies
best of breed companies with a sustainable competitive
advantage and growth potential, trading at attractive
valuations; strategies are very similar to the traditional
active fixed income, Canadian equity value, and U.S.
equity strategies, but are subject to certain socially
responsible constraints.

GENUS CAPITAL MANAGEMENT Christy McLeod, Portfolio
Manager; 6th Floor - 900 West Hastings St., Vancouver,
BC V6C 1E5 PH: 604-683-4554 Fax: 604-683-7294
eMail: cmcleod@genuscap.com Web: www.genuscap.
com Managed Since: 2000 Philosophy/Style:
Screened portfolios use the same investment approach as
traditional mandates, but also integrate environmental,
social, and governance factors to screen out companies
that do not meet social and environmental criteria. Portfolios are diversified across sectors and industries.

GUARDIAN ETHICAL MANAGEMENT INC. John Clancy,
Managing Director; 3100 - 199 Bay St., Box 201, Com-
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merce Court W., Toronto, ON M5L 1E8 PH: 416-3506880 Fax: 416-947-8003 eMail: jclancy@gemportfolios.com Web: gemportfolios.com Managed Since:
2006 Clients: 1 Philosophy/Style: Provides investors
with an integrated sustainable investing approach that
combines prudent investment management with a proprietary sustainability discipline.
GWL INVESTMENT MANAGEMENT LTD. Patrick J. Clarke,
Vice-president, Investment Counselling; 100 Osborne
St. N., Winnipeg, MB R3C 3A5 PH: 204-946-8701
Fax: 204-946-8818 eMail: sara.mosher@gwlim.ca
Web: www.gwlim.ca Managed Since: 2000 Philosophy/Style: SR Equity Fund - Invests in shares
of publicly-traded Canadian companies that conduct
business operations in a socially responsible manner,
according to ‘ethical’ screens, and show strong growth
prospects; some exposure to foreign companies that
meet these criteria; integrated top-down, bottom up
style; SR Bond Fund - Invests in Canadian federal and
provincial government debt obligations and an ‘ethical’
screened listing of medium- to high-quality corporate
debt securities.
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 Managed
Since: 1994 Philosophy/Style: Investment philosophy
embodies commitment with which it develops products and customized solutions. Drawing on the global
presence of the HSBC Group, the firm benefits from an
understanding of sustainable development issues and is
able to offer its clients new investment opportunities all
over the world and in line with SRI values. SRI philosophy
and investment style implemented dependent on client
investment needs.
LEGG MASON CANADA INC. David Gregoire, Managing
Director, Head of Distribution; 220 Bay St., 4th Floor,Toronto,
ON M5J 2W4 PH: 416-594-2979 eMail: dgregoire
@leggmasoncanada.com Web: www.leggmasoncanada.com Managed For: More than 10 years Philosophy/Style: Through affiliates, firm offers a range of strategies with the focus on socially aware investments. The
portfolios cover multiple styles and market capitalizations
in international equity, global equity, and U.S. equity.

MCLEAN BUDDEN LTD. Alan Daxner, Executive Vicepresident; 145 King St. W., Ste. 2525, Toronto, ON M5H
1J8 PH: 416-361-7264 Fax: 416-862-0167 eMail:
adaxner@mcleanbudden.com Web: www.mclean
budden.com Managed Since: 2000 Clients: 6 Philosophy/Style: Builds portfolios based on established
31
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investment expertise. SRI portfolios screen for alcohol,
tobacco, gaming, armaments, pornography, and adherence to local employment standards. Screening is based
on both internal and external research.
NATCAN INVESTMENT MANAGEMENT Grace Di Meo,
Vice-president, Distribution; 1100 University St., 4th
Floor, Montreal, QC H3B 2G7 PH: 514-871-7102 Fax:
514-871-7476 eMail: gdimeo@natcan.com Web:
www.natcan.com Managed Since: 2004 - The firm
created the Social Value Canadian Equity Fund in 2004;
it has offered Responsible Investment services on a
segregated basis since 1993. Clients: 68 Philosophy/
Style: Buys out-of-favour stocks with attractive profitenhancing catalysts to generate value added while limiting downside risk. Objective is to exceed the S&P/TSX
Index in both financial and ESG performance practices
while avoiding companies involved in controversial
business activities.
NORTHWEST & ETHICAL INVESTMENTS L.P. Robert
Walker, Vice-president, Sustainability; 500-1111 West
Georgia, Vancouver, BC V6E 4T6 PH: 604-742-8320
Fax: 604-683-5190 eMail: bwalker@northwestethical.
com Web: www.ethicalfunds.com or www.northwest
funds.com Managed Since: 1992 Philosophy/Style:
Incorporates the thesis that companies integrating best
environmental, social, and governance (ESG) practices
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into strategy, operations, and board oversight will provide higher risk-adjusted returns to shareholders and
contribute to the creation of long-term sustainable
value.

PHILLIPS, HAGER & NORTH INVESTMENT MANAGEMENT LTD. Jason Milne, Manager, ESG Policy & Research;
20th Floor, 200 Burrard St., Vancouver, BC V6C 3N5 PH:
604-408-6000 Fax: 604-685-5712 eMail: jmilne@
phn.com Web: www.phn.com Managed Since: Early
1990s; Pooled Community Values Investment Funds were
launched in 2002. Clients: 1, plus a number of other
non-pension SRI clients Philosophy/Style: Funds are
modeled after ‘core’ funds and managed according to
the Community Values Investment Principles, which are
applied to a company’s environmental, social, and governance record. Investments are not made in companies
that score poorly against the criteria in the investment
principles.

PICTET ASSET MANAGEMENT LTD. John Maratta, Senior
Vice-president; 1000 de la Gauchetiere W., Ste. 3100,
Montreal, QC H3B 4W5 PH: 514-288-0253 Fax: 514288-5473 eMail: mtl-inst@pictet.com Web: www.
pictet.com Managed Since: 1998 Philosophy/Style:
Believes in building portfolios for investors that satisfy
their environmental and social objectives for sustainable
investment without sacrificing performance relative to a
conventional active portfolio.
SARONA ASSET MANAGEMENT INC. Gerhard Pries, President; 110-1B Frobisher Dr., Waterloo, ON N2G 2G7 PH:
519-883-7557 Fax: 519-883-7557 eMail: gpries@
saronafund.com or ddean@saronafund.com Web:
www.saronafund.com Managed Since: 1953 Philosophy/Style: Market rate returns on private investments
in emerging/developing country markets with social/environmental impact focus.
SCEPTRE INVESTMENT COUNSEL LIMITED David Pennycook, President; 26 Wellington St. E., 12th Floor, Toronto,
ON M5E 1W4 PH: 416-866-2479 Fax: 416-367-8716
eMail: dpennycook@sceptre.ca Web: www.sceptre.
ca Managed Since: 1993 Clients: 59 Philosophy/
Style: Examines the records and intentions of companies
as pertains to ESG issues. ESG criteria an element of fundamental research and are captured in the firm’s security
ranking system and in its portfolio construction.
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SEAMARK ASSET MANAGEMENT LTD. Darren Kosack,
Senior Vice-president, Client Relations & Marketing;
1801 Hollis St., Ste. 310, Halifax, NS B3J 3N4 PH:
888-303-5055 Fax: 902-423-1518 eMail: dkosack@seamark.ca Web: www.seamark.ca Managed
Since: 1982 Clients: 1 Philosophy/Style: Incorporates environmental, social, and governance issues
into core investment approach; works with individual
clients to ensure that the portfolio reflects the values
of the organization.

practices. The investment process incorporates environmental, social, and governance analysis with traditional financial analysis and portfolio construction to enhance returns
through extra risk mitigation and added alpha.

TD ASSET MANAGEMENT INC.* Robin Lacey, Head of
Relationship Management; 161 Bay St., 34th Floor,
Toronto, ON M5J 2T2 PH: 416-982-6585 Fax: 416-9446158 eMail: robin.lacey@tdam.com Web: www.tdam
institutional.com Managed Since: 2007 Philosophy/
Style: In a combination of companies from around the
world viewed as (i) best-in-class with respect to environmental stewardship, stakeholder management, and/or
corporate governance and/or (ii) emerging specialists in
clean energy technology and resource efficiency.
* A wholly-owned subsidiary of the Toronto Dominion Bank

STANDARD LIFE INVESTMENTS INC. Jay Waters, Vice-president, Central Canada; 121 King St. W., Ste. 810, Toronto,
ON M5H 3T9 PH: 416-367-2049 Fax: 416-367-1329
eMail: jay.waters@standardlife.ca Web: www.sli.ca
Managed Since: 1999 (globally) Philosophy/Style:
Offers separate accounts according to the screening criteria specified by the client.

VANCITY INVESTMENT MANAGEMENT LTD. Stephen
MacInnes, Director, Mutual Fund Sub-advisory; 300-900
West Hastings St., Vancouver, BC V6C 1E5 PH: 604-8715355 Fax: 604-877-4963 eMail: vcim@vancity.com
Web: www.vcim.ca Managed Since: 2001 Canadian
Clients: 2 Philosophy/Style: Integrated in-house investment team seeks companies that are leaders in progressive

Benefits and Pensions Monitor – September 2010

VONTOBEL ASSET MANAGEMENT, INC. Jeffrey Kutler, Director, Institutional Clients, North America; 1540
Broadway, 38th Floor, New York, NY 10036 PH: 212415-7058 Fax: 646-792-4356 eMail: jeffrey.kutler@
vusa.com Web: www.vusa.com; SRI funds can be found
on www.vontobel.com Managed Since: 2008 Philosophy/Style: Believes fundamental company analysis
produces superior equity returns. Undervalued companies
are identified by analyzing long-term cash flow expectations and assessing performance expectations embedded
in the market price. Assessing global sustainability trends
is integral to the cash flow analysis.
WELLINGTON MANAGEMENT COMPANY, LLP Susan M.
Pozer, Vice-president & Director, Canada, Global Relationship Group; 75 State St., Boston, MA 02109 PH:
617-790-7441 Fax: 617-263-4100 eMail: smpozer@
wellington.com or mig@wellington.com Web: www.
wellington.com Managed Since: 1994 Philosophy/
Style: Assists clients in the development of investment
‘screens’ or complete investment styles that seek to
achieve specified investment goals while complying with
restrictions.
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Philosophy/Style: As a strategic advisor, firm is dutybound to act in the best long-term interest of clients. The
firm considers that fiduciary role requires it to take into
account environmental, social, and corporate governance
(ESG) issues that can have an impact on how investment
portfolios perform.

Consultants
INVESTING FOR THE SOUL Ron Robins, Founder & Analyst; 7625 Ronnie Cres., Niagara Falls, ON L2G 7M1
PH: 289-271-9873 eMail: ronr@investingforthesoul.
com Web: http://investingforthesoul.com Philosophy/
Style: Company research and portfolio audits provided
on the basis of environmental, social, governance, and
ethical values selected by the client. The firm does not
offer opinions based on financial analysis.
JANTZI-SUSTAINALYTICS Sarah Smith, Business Development; 215 Spadina Ave., Ste.300, Toronto, ON M5T
2C7 PH: 416-861-0403 Fax: 416-861-0183 eMail:
contact@jantzisustainalytics.com Web: www.sustain
alytics.com Offered Since: 1992 Philosophy/Style:
Independent environmental, social, and governance
(ESG) research and analysis firm. Using Best-of-Sector
approach, it provides research and analysis to clients.

Advertising Works!
You saw this one didn’t you?

Call John L. McLaine

416-494-1066

34

* Proteus Performance Management Inc.

MERCER RESPONSIBLE INVESTMENT Elisabeth Bourqui,
Principal, Canadian Head of Responsible Investment;
1981 McGill College Avenue, Bureau 800, Montreal,
QC H3A 3T5 PH: 514-841-2987 Fax: 514-285-8831
eMail: elisabeth.bourqui@mercer.com or responsible.
investment@mercer.com Web: www.mercer.com/ri
Offered Since: 2004 Clients: 5-10 at any time (project & retainer) Philosophy/Style: Provides consulting
services to clients who wish to consider environmental,
social, and corporate governance (ESG) factors within
investment decision-making and to clients seeking to
incorporate ethical considerations or achieve social and
environmental objectives alongside financial objectives.
RESPONSIBLE INVESTMENT GROUP INC.* Julie Payette,
General Coordinator; 255 St. Jacques St., 3rd Floor, Montreal, QC H2Y 1M6 PH: 514-448-5400 Fax: 514-4485558 eMail: jpayette@gir-canada.com Web: www.
gir-canada.com Offered Since: 2000 Clients: 14

SOCIAL INVESTMENT ORGANIZATION Eugene Ellmen,
Executive Director; 184 Pearl St., 2nd Floor, Toronto, ON
M5H 1L5 PH: 416-461-6042 x111 Fax: 416-461-2481
eMail: ellmen@socialinvestment.ca Web: www.social
investment.ca Offered Since: 1989 Philosophy/
Style: Mandate is to advance the concept and practice
of socially responsible investment in Canada
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«ÀÌ>ÌÊ`iÛi«iÌ°Ê
/ÜiÌÞÊÞi>ÀÃÊ>}]Ê>VÌÛiÊÜiÀÃ «ÊÜ>ÃÊÃiiÊ>ÃÊ>Ê
>VÌÛÃÌÊ`iÊÀÊ>ÊÛiÀÞÊÌÀ>`Ì>ÊÜiÀÃ «Ê}ÛiÀ
>ViÊ`i°Ê/ Ã]ÊÊÃiÊÜ>ÞÃ]Ê >ÃÊ>ÌÕÀi`Ê>`ÊÜÊ
ÜiÊ>ÀiÊÃii}ÊÃ >Ài `iÀÊi}>}iiÌ°Ê
/ iÊÀiÊvÊÀiÃ«ÃLiÊÛiÃÌÀÃÊÃÊiVÕÀ>}}ÊV
«>iÃÊÌÊ>Ã«ÀiÊÌÊLiÊÜÀ`V>ÃÃÊV«>iÃ°Ê/ ÃÊÃÊ>Ê
«ÀÌ>ÌÊ«>ÀÌÊvÊÌ ÃÊÜ iÊÃ«>Vi]ÊÞiÌÊ«i«iÊÌi`ÊÌÊ
vVÕÃÊÊÌ iÊÛiÃÌiÌÊÃ`i°ÊÕÃÌÊ>ÃÊ«ÀÌ>ÌÊÃÊÌ iÊ
ÜiÀÃ «ÊÃ`iÊ>`ÊÜ >ÌÊÌ iÞÊ`ÊÜÌ ÊÌ iÊÛiÃÌiÌÊ
ViÊÌ iÞÊÜÊÌ°

`iÀ>ÌÀ\Ê 7 >ÌÊ ÃÊ iÛÀiÌ>Ê ÃV>Ê }ÛiÀ
>ViÊ -®ÊÛiÃÌ}Ê>`Ê ÜÊÃÊÌÊ`vviÀiÌÊvÀÊ
-,Ê>`ÊÌ iÊiÌ V>ÊÛiÃÌ}ÊÌ >ÌÊ«ÀiVi`i`ÊÌ¶
>ÝiÊ<i ÀÌ\Ê / iÊwÊÀÃÌÊ}iiÀ>ÌÊvÊÀiÃ«ÃLi
ÛiÃÌ}ÊÜ>ÃÊ}i>Ài`ÊÌÜ>À`ÃÊÀiÊiÌ V>ÌÞ«iÊÛ>ÕiÃ°
ÌÊÃÊÃÌÊ}}Ê>`ÊÜÊVÌÕiÊÌÊLiÊÊ`i>`ÊLÞÊ
Ì ÃiÊ}ÊÌÊÛiÃÌÊÜÌ Ê>Ê«ÀV«iL>Ãi`Ê>««À>V °Ê
/À>`Ì>Þ]ÊÌÊÜ>ÃÊÃiiÊ>ÃÊÌ iÊÞÊÜ>ÞÊÌÊÛiÃÌÊÀiÃ«
ÃLÞ°Ê/ ÃÊÌÞ«iÊvÊÛiÃÌ}ÊÜ>ÃÊ>V iÛi`ÊLÞÊÀiÛ}Ê
ViÀÌ>ÊÃiVÌÀÃÊÀÊV«>iÃÊ>Ì}iÌ iÀ]Ê«>ÀÌVÕ>ÀÞÊÌ iÊ
ÃÊÃÌVÃÊqÊ>V Ê>`ÊÌL>VVÊvÀÊiÝ>«i°
/ ÃÊiÛÛi`ÊÌÊÃV>ÞÊÀiÃ«ÃLiÊÛiÃÌ}ÊÜ iÀiÊ
ÛiÃÌÀÃÊLi}>ÊÌi}À>Ì}Ê -Êv>VÌÀÃÊÀiÊvÀ>Þ°Ê
ÌÊÃÌÊÛÛi`ÊÃiÊÌÞ«iÊvÊiÝVÕÃ>ÀÞÊÃVÀiiÃÊLÞÊ
ÀiÛ}ÊViÀÌ>ÊÃiVÌÀÃ]ÊÃÕV Ê>ÃÊÌ ÃiÊ`iii`Ê`>
>}}ÊÌÊÌ iÊiÛÀiÌÊÀÊÜ iÀiÊÌ iÀiÊÜiÀiÊVViÀÃÊ
>LÕÌÊÃV>ÊÃÃÕiÃ°
/ Ã]ÊÌ iÊÌ À`Ê}iiÀ>Ì]ÊÃÊÜ iÀiÊÜiÊ>ÀiÊVÕÀÀiÌÞÊ
Ãii}Ê>ÊÌÊvÊÌÀ>VÌÊÊÌ iÊ>ÃÌÀi>}ÊvÊÀiÃ«
ÃLiÊÛiÃÌ}°Ê,>Ì iÀÊÌ >Ê}Ê>ÌÊ -ÊÊÃ>ÌÊ
>`ÊÕÃ}Êi}>ÌÛiÊÃVÀiiÃ]ÊÜiÊ>ÀiÊÜÀ}ÊÌÜ>À`ÃÊ
Ìi}À>Ì}ÊÌÊÊÕÀÊÛiÃÌiÌÊ«ÀViÃÃ°Ê1Ì>ÌiÞ]ÊÜiÊ
>ÀiÊÌiÀiÃÌi`ÊÊÌ ÃiÊ -Êv>VÌÀÃÊÌ >ÌÊ>ÃÃÃÌÊÕÃÊÊ
`iÌvÞ}Ê>`ÊµÕ>ÌvÞ}ÊiÜÊÀÃÃÊ>`Ê««ÀÌÕÌiÃÊ
Ì >ÌÊwÊ>V>Ê`V>ÌÀÃÊ>iÊ>ÀiÊÌÊ>LiÊÌÊV>«ÌÕÀi°
-ÕÃ>Ê iviÀ\Ê ÌÊ ÊÛiÃÌiÌÊ>>}iiÌÊ À«À>Ì]
Ì iÊiÛÕÌÊvÊÀiÃ«ÃLiÊÛiÃÌ}ÊÃÊ>««>ÀiÌÊÊÌ iÊ
v>VÌÊÌ >ÌÊÜi]Ê>ÃÊ>Ê>ÃÌÀi>ÊÛiÃÌÀ]ÊÕÌÊ>ÊviÜÊÞi>ÀÃÊ
>}ÊÞÊÕ`iÀÃÌ`Ê-,ÊÛiÃÌ}ÊÌÊi>ÊiÝVÕÃ°Ê
"ÛiÀÊÌ iÊ>ÃÌÊwÊÛiÊÞi>ÀÃ]ÊÜiÊ >ÛiÊ`iÊvÕÀÌ iÀÊ
ÀiÃi>ÀV Ê>`ÊÀiiÝ>>ÌÊvÊÌ >Ì°Ê7iÊÕ`iÀÃÌ>`Ê
Ì >ÌÊ>Ê-,ÊÃÌÀ>Ìi}ÞÊ`iÃÊÌÊ >ÛiÊÌÊ`i>ÊÜÌ ÊiÝVÕ
ÃÃ°ÊÌÊV>Ê>VÌÕ>ÞÊLiÊÀiÊVÕÃÛi°Ê/ >ÌÊ >ÃÊLiiÊ>Ê
ÛiÀÞÊÃ}wÊV>ÌÊÃ vÌÊÊÌ iÊÌ }ÊÌ >ÌÊÜiÊ >ÛiÊÕ`iÀ
Ì>i°ÊÌÊÃÊvÀÊiÝVÕÃÊÌÊÌ iÊÕ`iÀÃÌ>`}ÊÌ >ÌÊ
ÞÕÊV>ÊLiÊ>Ê-,ÊÀÊ -Ê«À>VÌÌiÀÊÜÌ Ê>ÊVÕÃÛiÊ
«VÞ°

2
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/ >ÃÊiÀ}i\Ê / >ÌÊiÛÕÌÊLiÞ`ÊiÝVÕÃ>ÀÞ
ÃVÀiiÃÊ >ÃÊLiiÊÌ iÊiÞÊ`vviÀiÌ>ÌÀÊLiÌÜiiÊÌÀ>`
Ì>Ê-,Ê>`ÊÃÕÃÌ>>LiÊÛiÃÌ}]Ê>Ü}ÊÃÌÀ>Ìi}iÃÊ
ÌÊÛiÊvÀÊ>ÊV iÊÌÊ>ÃÌÀi>°Ê ÞÊVÕ`}Ê>Ê
ÃiVÌÀÃÊÜiÊV>ÊÌÀÕÞÊÃiiÊLiÃÌV>ÃÃÊV«>iÃÊ>`Ê
ÌÊi>LiÃÊLiV >À}ÊÜÌ Êi>V Ê`ÕÃÌÀÞÊ}ÀÕ«°Ê
ÕÀÌ iÀÊÌÊ>iÃ½Ê«ÌÊ>LÕÌÊ>VÌÛiÊÜiÀÃ «Ê>`Ê
i}>}iiÌ]ÊLiV >À}Ê i«ÃÊiÃÌ>LÃ ÊLiÃÌÊ«À>V
ÌViÃÊvÀÊV«>iÃÊÌ >ÌÊ>Ã«ÀiÊÌÊLiÊÜÀ`ÊV>ÃÃ°
`iÀ>ÌÀ\Ê 7 >ÌÊ>ÀiÊÃiÊvÊÌ iÊÌ iÀÊv>VÌÀÃÊÌ >ÌÊ
>ÛiÊ i«i`ÊÕÃÊÛiÊvÀÊiÌ V>ÊÃVÀiiÃÊÌÊ -Ê
>`ÊÃÕÃÌ>>LiÊÛiÃÌ}¶
iÞÊ>ÕÌ iÀ\Ê ÀiÊÀiViÌÞ]ÊÌ iÀiÊ >ÃÊLiiÊ>ÊÌÊv
ÀiÃÃÌ>ViÊÌÊÃVÀii}°Ê>ÞÊvÊÌ iÊ>ÃÌÀi>Ê«>ÞiÀÃÊ
>ÀiÊvÕ`>iÌ>ÞÊ««Ãi`ÊÌÊ>ÊVÃÌÀ>i`ÊÕÛiÀÃi°
"ViÊÌ iÊiÌ `}iÃÊiÛÛi`ÊÌÊLiÃÌV>ÃÃ]ÊÌÊ
-ÊÌi}À>ÌÊ>ÃÊ>ÊÜ i]ÊÌÊLi}Ê>LiÊÌÊÀiV}âiÊ
Ì >ÌÊÌ iÃiÊiÝÌÀ>ÊwÊ>V>ÊVÀÌiÀ>ÊÜiÀiÊÌÊÃÊÕV ÊiÝÌÀ>Ê
wÊ>V>]ÊLÕÌÊ>``Ì>ÊÀÃÊv>VÌÀÃ]ÊÌ iÊÌÊÜ>ÃÊ>LiÊÌÊ
LiViÊÕV ÊÀiÊvÊ>Ê>ÃÌÀi>Ê«>Þ°Ê
7 iÊÞÕÊ>ÞiÀÊÊÌ«ÊvÊÌ >ÌÊÌ iÊ>VÌÛiÊÜiÀÃ «Ê
Ã`iÊ>`Ê«>ÀÊÌÊÜÌ ÊiÛiÀÞ`>ÞÊÃViÌ>ÊÌÀi`Ã]Ê -Ê
LiV>iÊÀiÊ>ÃÌÀi>]ÊiÃÃÊ>VÌÛÃÌ°ÊÌÊÜ>ÃÊÜ >ÌÊÃÊÊ
Ì iÊiÜÃ«>«iÀÊiÛiÀÞ`>Þ]ÊÜ >ÌÊ«i«iÊ>ÀiÊ`}ÊÊÌ iÀÊ
iÃ]ÊÊÌ iÀÊÛiÃ°Ê/ ÃiÊÌÜÊ«iViÃÊÌ}iÌ iÀÊ«ÀÛ`i`Ê
iÌÕÊvÀÊÌ ÃÊÛiiÌ]ÊLÀ}}ÊÌÊÊÌÊ>Ê>
ÃÌÀi>Ê«>ÌvÀÊ>ÃÊ««Ãi`ÊÌÊ>ÊÃ«iV>ÃÌÊ«>ÌvÀ°
<i ÀÌ\Ê Êv>VÌÀÊÊÌ iÊiÛÀiÌ>ÊÃ`iÊÌ >ÌÊ >Ã
}>ÀiÀi`ÊÌ iÊ>ÌÌiÌÊvÊLÌ Ê>ÃÌÀi>Ê>`Ê-,Ê>>
ÞÃÌÃÊÜ>ÃÊÌ iÊÌÀ`ÕVÌÊvÊ>ÊV>«>`ÌÀ>`iÊÊ ÕÀ«iÊ
>}ÊÜÌ Ê>Ê«ÀViÊÊV>ÀL°ÊÌ½ÃÊ>Ê}Ài>ÌÊiÝ>«iÊvÊ>Ê
iÛÀiÌ>Êv>VÌÀÊÌ >ÌÊ >ÃÊÀi>ÞÊ«ÕÃ i`ÊÌiÀ>â}Ê
>Ê ÃÌÀV>ÊiÝÌiÀ>ÊVÃÌÊvÀÊV«>iÃ°Ê/ ÃÊ >ÃÊi`Ê
V«>iÃÊÌÊÌ ÊÀiÊ`ii«ÞÊ>LÕÌÊivwÊViVÞÊ>`Ê
ÜÊiÛÀiÌ>ÊVÃÌÃÊV>ÊyÊÜÊÌ ÀÕ} ÊÌÊÌ iÊLÌÌÊ
i]ÊiÌ iÀÊ«ÃÌÛiÞÊÀÊi}>ÌÛiÞ°Ê
vvÀ`\Ê / iÊwÊ>V>ÊVÀÃÃÊ>VÌÕ>ÞÊÀ>Ãi`Ê>Ü>ÀiiÃÃÊv
Ì iÊLÀ>`iÀÊÀiÃ«ÃLiÊÛiÃÌiÌÊÛiiÌÊ>ÃÊÜi°Ê
ÌÊ >ÃÊÃ >iÊÌ iÊv>Ì ÊÊÌ iÊÃV>i`Ê¼}iÕÃiÃ½ÊvÊ7>Ê
-ÌÀiiÌÊÜ Ê >ÛiÊLiiÊÌi}ÊÕÃÊvÀÊ`iV>`iÃÊÌ >ÌÊÌ iÞÊ
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>ÀiÊ>Ê>LÕÌÊ>Ýâ>ÌÊvÊ«ÀwÊÌÊqÊÌ iÞÊ>ÀiÊ}`
wÊ`ÕV>ÀiÃÊ>`ÊÌ iÞÊ>ÀiÊ}Ê>vÌiÀÊÞÕÀÊiÞ°Ê
7 >ÌÊÜ>ÃÊ`iÃÌÀ>Ìi`ÊÃÊÕÃÌÊÜ >ÌÊ>Êv>V>`iÊ>ÊÌÊvÊ
Ì iÊ«À>VÌViÃÊÌ >ÌÊÜiÀiÊLi}ÊÕ`iÀÌ>iÊÜiÀiÊÊÌiÀÃÊ
vÊ«ÀÌiVÌ}ÊÌ iÊ}ÌiÀÊÌiÀiÃÌÊ>`ÊwÊ>V>ÊÃiVÕÀÌÞÊ
vÊLiiwÊV>ÀiÃ°
ÌÊ}iÃÊLiÞ`ÊV>ÀL]ÊÌÊVÕ`iÃÊVÀ«À>ÌiÊ}Û
iÀ>ViÊ>`ÊÌÀ}Ê>`ÊÀi«ÀÌ}ÊvÊ>ÊvÊÞÕÀÊ
«>VÌÃ°Ê/ >ÌÊÃÊÌ iÊÌÞ«iÊvÊV«>ÞÊ>`ÊÌ iÊÌÞ«iÊvÊ
Li >ÛÕÀÊÌ >ÌÊÜÊ`iÛiÀÊ}ÌiÀ]ÊÃÌ>Li]ÊÃiVÕÀiÊ
ÀiÌÕÀÃÊvÀÊLiiwÊV>ÀiÃÊÀ>Ì iÀÊÌ >ÊÌ iÊLi >ÛÕÀÃÊÌ >ÌÊ
i`ÊÌÊÌ iÊVÀÃÃÊ>ÊVÕ«iÊvÊÞi>ÀÃÊ>}°
iÀ}i\Ê / >Ì½ÃÊiÝ>VÌÞÊÌ°ÊÌ½ÃÊ>LÕÌÊÀiÜ>À`}ÊV«>iÃ
Ì >ÌÊ>ÀiÊÌ>}ÊÌ iÊ}ÊÛiÜÊ>`ÊiÝ«Ã}ÊÌ iÊv>V>`iÃÊ
Ì >ÌÊi>`ÊÌÊVÀÃiÃ]ÊLiÊÌ iÞÊwÊ>V>ÊÀÊiÛiÊiÛÀ
iÌ>ÊÃÕV Ê>ÃÊÌ iÊÕvÊvÊiÝVÊÊÃ«°Ê -Ê>>ÞÃÃÊ
«ÀiÃiÌÃÊ>ÊvÀ>iÜÀÊÌÊ>``ÀiÃÃÊÀÃÊv>VÌÀÃÊÌ >ÌÊ>ÀiÊ
ÕÌÃ`iÊÌ iÊÃV«iÊvÊwÊ>V>ÊÃÌ>ÌiiÌÃÊÌ`>Þ°
iviÀ\Ê ÌÊÃÊÃiÜ >ÌÊ`Ã i>ÀÌi}ÊvÀÊÌ iÊÛiÃÌÀ
«ÌÊvÊÛiÜÊÌ >ÌÊÜiÊVÌÕiÊÌÊÃiÊiVVÊÛ>ÕiÊ
vÀÊ«ÀÊ -Ê«iÀvÀ>ViÊ>`ÊiÌ V>Ê>«ÃiÃ°Ê7 ÞÊ
`½ÌÊV«>iÃÊÃiiÊLiiwÊÌÃÊÀ>Ì iÀÊÌ >ÊLÕÀ`iÃÊ
iÀi¶ÊÊÜÃ ÊÊVÕ`Ê«ÌÊÌÊÀiÊÃÕVViÃÃÊÃÌÀiÃÊ
>`ÊiÝ>«iÃÊÜ iÀiÊÜiÊÃiiÊ>« >ÊLi}Ê>``i`ÊLÞÊ
vÀÜ>À`}ÊV«>iÃÊÜÌ Ê}`Ê -Ê«À>VÌViÃ°Ê
ÃÌi>`]ÊÌ iÊÀiÃ«ÃiÃÊÌÊÛ>ÕiiÀ`}ÊÃÃÕiÃÊiÊ
Üi>ÊÃ >Ài `iÀÊÀ} ÌÃ]Ê«ÀÊ>LÕÀÊ«À>VÌViÃ]ÊÀÊ
V>ÌiÊV >}iÊ>ÀiÊÕÃÕ>ÞÊ`iÛi«i`ÊvÀÊ>ÊVÀÃÃÊÀÊ
vÀÊÀi}Õ>ÌÊÌ >ÌÊ>iÃÊ -Ê«iÀvÀ>ViÊ>ÊV
«>ViÊiÝiÀVÃi°Ê
ÀÊÀ} ÌÊÜ]ÊÜiÊ>ÀiÊVÃ`iÀ}Ê -ÊÊÌiÀÃÊvÊÌ iÊ
ÀÃÊ>>}iiÌÊiiiÌÊ>`Ê ÜÊÜiÊ>ÃÃiÃÃÊ>>}i
iÌÊµÕ>ÌÞÊ>`ÊÌ iÊiÌ VÃÊ>`ÊÌi}ÀÌÞÊÜÌ ÊÜ V ÊÌ iÞÊ
V`ÕVÌÊÌ iÀÊLÕÃiÃÃ°

vÕ`>iÌ>Ã]ÊÌ ÃiÊV«>iÃÊÜ V ÊvVÕÃÊÊÌ iÊÃÕÃ
Ì>>LÌÞÊvÊÌ iÀÊwÊÀÊÜÊiÞÊLiÊÊ>ÊLiÌÌiÀÊ«ÃÌÊÌÊ
ÕVÛiÀÊiÜÊÌÀi`ÃÊ>`ÊLiÊ>LiÊÌÊ>>}iÊÀÃÃÊÀiÊ
ivviVÌÛiÞÊ}ÛiÊÌ iÀÊLÀ>`iÀÊÛiÜÊvÊÌ iÀÊV«>Þ°Ê
vvÀ`\Ê ÌÊÃÊ>ÃÊ«ÀÌ>ÌÊvÀÊÌ iÊÃÞÃÌiVÊÃ`i°Ê Ü]
Ì >ÌÊ} ÌÊÌÊLiÊÌ >ÌÊÀiiÛ>ÌÊvÀÊ>Ê>VÌÛiÊ>>}iÀÊ
ÜÌ ÊxäÊÃÌVÃ°Ê ÕÌ]ÊvÊÞÕÊ >ÛiÊ Õ`Ài`ÃÊvÊÌ Õ
Ã>`ÃÊvÊÃÌVÃ]ÊÌ iÊÞÕÊ>ÀiÊ } ÞÊ`ÛiÀÃwÊi`Ê>`Ê
iÝÌiÀ>ÌÞÊÃÊLi}Ê}iiÀ>Ìi`ÊLÞÊiÊV«>ÞÊ>`Ê
«Ãi`ÊÊ>ÊV>ÌV iÌÊÀÊ>ÊiVÃÞÃÌiÊÀÊ>Ê>Ì
Ã« iÀiÊÌ >ÌÊÃÊ>VÌÕ>ÞÊV>ÕÃ}Ê`>>}iÊÌÊÌ ÕÃ>`ÃÊ
vÊÌ iÀÊV«>iÃ]Êi>`}ÊÌÊÃÕL«Ì>ÊiVVÊ
ÕÌViÃ°Ê
/ ÃÊÃÊ>ÊÀi>ÞÊ«ÀÌ>ÌÊÃÃÕiÊvÀÊ>À}iÀÊ`ÛiÀÃwÊi`Ê
ÛiÃÌÀÃÊ>`Ê>ÞÊvÊÌ iÊViÌÃÊvÊiÛiÊÃ>iÀÊ>VÌÛiÊ
vÕ`Ê>>}iÀÃ°Ê ÛÀiÌ>ÊiÝÌiÀ>ÌiÃÊi>`ÊÌÊÃÕL
«Ì>ÊiVVÊÕÌViÃÊÛiÀ>°Ê/ iÃiÊÛiÃÌÀÃÊ
>Ûi]ÊÊivviVÌ]Ê>ÊÃViÊvÊÌ iÊ}L>Ê«À`ÕVÌÛiÊV>«Ì>ÊvÊ
Ì iÊiVÞÊ>`ÊÌ iÞÊ>ÀiÊLi}Ê`>>}i`ÊLÞÊÌ iÊÀiÃÕÌÃÊ
vÊÌ iÃiÊiÝÌiÀ>ÌiÃ°Ê/ >ÌÊÃÊÜ >ÌÊÌ iÞÊV>ÊÌ iÊÕÛiÀÃ>Ê
ÜiÀÊ Þ«Ì iÃÃ°Ê
`iÀ>ÌÀ\Ê -Ê ÜÊ`ÊÞÕÊ}Ê>LÕÌÊVÀ«À>Ì}Ê
-Ê«À>VÌViÃÊ>`Ê ÜÊ`ÊÌ iÞÊ>``ÊÛ>Õi¶
>ÕÌ iÀ\Ê 7iÊÜÀÊÜÌ ÊViÌÃÊÌ >ÌÊ>ÀiÊÜÀ}ÊÊÌi
}À>Ì}Ê -Ê>`ÊÌ>}ÊÌ iÀÊwÊÀÃÌÊÃÌi«ÃÊÜ V Ê} Ì]Ê>ÌÊ
Ì iÊL>À`ÊiÛi]Êi>Ê`i>}ÊÜÌ Ê«ViÃÊ>`ÊÃÌ>ÀÌ}Ê
ÌÊÜÀ>«ÊÌ iÀÊ i>`ÃÊ>ÀÕ`Ê>ÊÌ ÃÊÌiÀ}Þ°
/ i]ÊÕÃÕ>ÞÊÜÌ ÊÕÀÊViÌÃ]ÊÌ iÊiÝÌÊÃÌi«ÊÃÊÃi
Ì }ÊiÊ}iÌÌ}ÊÛÛi`ÊÜÌ ÊÌ iÊ1 *,]Ê}Ê>ÌÊV
>LÀ>ÌÃÊÜ iÀiÊÌ iÞÊV>ÊÃÌ>ÀÌÊÌÊi>ÀÊ>LÕÌÊÌ iÊÃ«>ViÊ
>`ÊÜ iÀiÊÌ iÞÊV>ÊwÊ`ÊÌ iÀÊÛiÃÌÀÃÊÌ >ÌÊ >ÛiÊÃ>ÀÊ
Û>ÕiÃÊÌ >ÌÊ>ÀiÊÌÀÞ}ÊÌÊ>V iÛiÊÃ>ÀÊ}>Ã°

iÀ}i\Ê ,ÃÊ>>}iiÌÊÃÊ`iwÊÌiÞÊiÊvÊÌ iÊVi>ÀiÃÌ
>««V>ÌÃÊvÊ -Ê>>ÞÃÃ°Ê7Ì ÊÀiÃ«iVÌÊÌÊ>« >Ê}i
iÀ>Ì]Ê>ÊVi>ÊÌiV }ÞÊÃÌÀ>Ìi}ÞÊÃÊiÊÜ>ÞÊÌÊ«Ìi
Ì>ÞÊV>«ÌÕÀiÊ -Ê>« >°ÊÌÊ«ÀÛ`iÃÊ`ÀiVÌÊiÝ«ÃÕÀiÊÌÊ
Ì iÊi>LiÀÃÊvÊÌ iÊ}ÌiÀÊiÛÀiÌ>ÊÃÕÃÌ>>L
ÌÞÊqÊVi>ÊÜ>ÌiÀ]ÊivwÊViVÞ]Ê>`Ê>ÌiÀ>ÌÛiÊiiÀ}Þ°
>ÕÌ iÀ\Ê iÀViÀÊ >ÃÊ«À`ÕVi`ÊÌÜÊÀi«ÀÌÃÊ}Ê>ÌÊÌ i
>VÌÕ>ÊwÊ>V>Ê«>VÌÊvÊÛiÃÌ}ÊÊ -°Ê/ iÀiÊÜiÀiÊ
ÎÈÊÃÌÕ`iÃÊVÕ`i`Ê>`ÊÞÊÌ ÀiiÊvÊÌ iÊvÕ`Ê
i}>ÌÛiÊVÀÀi>ÌÃÊÌÊ,ÊÀÊ -ÊÛiÃÌ}°Ê/ÜiÌÞÊ
ÜiÀiÊ«ÃÌÛiÊ>`ÊÌ iÊÀi>}ÊÜiÀiÊiÕÌÀ>°Ê/ iÊiÛ
`iViÊÃÊÌ iÀi°ÊÌÊÃÊÕÃÌÊÌ>}ÊÌiÊÌÊ>iÊÌÃÊÜ>ÞÊÌÊ
Ì iÊvÀi°
<i ÀÌ\Ê iÊÌ iÀÊÛiÃÌiÌÊÃÌÀ>Ìi}iÃ]ÊÌ iÀiÊÃÊ>ÊÀ>}i
vÊÀiÃ«ÃLiÊÛiÃÌiÌÊ«À`ÕVÌÃÊÌÊV ÃiÊvÀ°Ê-ÕÃ
Ì>>LiÊÛiÃÌ}ÊÃ]Ê ÜiÛiÀ]ÊÌÊ>Ê>}VÊLÕiÌ°Ê -]ÊÊ
Ã>Ì]Ê>ÞÊÌÊi>`ÊÌÊÕÌ«iÀvÀ>Vi°ÊÜiÛiÀ]ÊÊ
VL>ÌÊÜÌ Ê}`Ê`ÕÃÌÀÞÊV >À>VÌiÀÃÌVÃÊ>`ÊÃÌÀ}Ê
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iÊ>««À>V ]ÊLÕÌÊÌ iÀiÊ>ÀiÊÃÌÊÃiÊvÕ`>iÌ>Ê
ÃiVÌÀÊµÕ>ÌiÃÊÌ >ÌÊ>ÀiÊÌÊÌÊLiÊÛiÀi`°ÊÃÌÊvÊ
ÌÃÊÀi«ÀÌ}Ê >ÃÊLiiÊv>ÛÕÀ>Li]ÊÃiVÌÀÊV«>À>Li]Ê
LÕÌÊÊÃiÊ>Ài>ÃÊÜiÊii`ÊÌÊÀiiLiÀÊÌ >ÌÊÌÊÃÊÃÌÊ
>Ê>ÃÃÛiÊÊ«À`ÕViÀÊ>`ÊÌ iÀiÊÃÊ>Ê iÀiÌÊiÛ
ÀiÌ>ÊÀÃÊÌ iÀi]Ê>ÃÊÜiÊ>ÃÊÃ>viÌÞÊ>`ÊVÕÌÞÊ
ÃÃÕiÃ°Ê/ ÃÊÃÌÕ>ÌÊ >ÃÊLÀÕ} ÌÊÌ >ÌÊ i]ÊÌ >ÌÊÜiÊ
ÃÌÊii`ÊÌÊVÃ`iÀÊÜ >ÌÊÃiVÌÀÃÊÜiÊ>ÀiÊÛiÃÌ}ÊÊ
qÊ>`ÊÌÊÜ >ÌÊ`i}ÀiiÊqÊ>`ÊÜ >ÌÊÀÃÃÊÌ >ÌÊÀi«ÀiÃiÌÃÊ
ÌÊÞÕÀÊ«ÀÌv°

/ i]ÊÌ iÞÊ>ÀiÊ}}ÊÌÊÊ>ÌÊ ÜÊÌ iÞÊ>VÌÕ>ÞÊ
Ìi}À>ÌiÊ -ÊÌÊÌ iÀÊ«ÀÌvÃÊ>`ÊÜ >ÌÊ`iÃÊÌ >ÌÊ
iÌ>ÊLiV>ÕÃiÊÌ >ÌÊÃÊ>ÊÕV Ê>À}iÀÊÕ`iÀÌ>}]ÊLÌ Ê
« Ã« V>ÞÊ>`ÊvÀÊ>ÊÀiÃÕÀViÊÃÌ>`«Ì]ÊvÀÊÃÌÊ
>ÃÃiÌÊÜiÀÃ°Ê
<i ÀÌ\Ê "iÊvÊÌ iÊÜ>ÞÃÊÜiÊÊÌÊVÀ«À>ÌiÊ -ÊÃ
Ì ÀÕ} Ê>ÊÌiÀ>Þ`iÛi«i`ÊÃÕÃÌ>>LÌÞÊ>ÌÀÝ]Ê
Ü V ÊÕÃiÃÊ>ÊVL>ÌÊvÊv>VÌÀÃÊ>VÀÃÃÊ>Ê -Ê«
>ÀÃ°Ê/}iÌ iÀ]ÊÌ iÃiÊvÀÊÌ iÊL>ÃÃÊÊ ÜÊÜiÊ>ÃÃiÃÃÊ>Ê
V«>Þ½ÃÊ>>}iiÌÊvÊÌÃÊ -ÊV>«Ì>°Ê7iÊ«ÀÛ`iÊ
Ì iÃiÊÃVÀiÃÊÌiÀ>ÞÊ>ÃÊ>Ê>``Ì>Êv>VÌÀÊÌÊVÃ`iÀÊ
>`Ê>ÊÜ>ÞÊÌÊÃÌÕ>ÌiÊVÛiÀÃ>ÌÊÃÕÀÀÕ`}ÊÌ iÊ
V«>Þ½ÃÊµÕ>ÌÞÊvÊ>>}iiÌ°Ê
/ ÀÕ} ÊÌ ÃÊ>>ÞÃÃ]ÊÜiÊÃiiÊÌÊÕVÛiÀÊÌÀi`ÃÊÊ
Ì iÊ`>Ì>]Êi>L}ÊÕÃÊÌÊLiÌÌiÀÊÕ`iÀÃÌ>`ÊÌ iÊ>``Ì>Ê
ÀÃÃÊV«>iÃÊ>ÞÊLiÊiÝ«Ãi`ÊÌ°Ê"««ÀÌÕÌiÃÊ>ÞÊ
>ÃÊViÊÌÊÌ iÊÃÕÀv>ViÊÜÌ ÊÌ iÊVÀi>Ã}ÊÕ`iÀ
ÃÌ>`}ÊvÊ}iÀÌiÀÊÃÌÀÕVÌÕÀ>Ê -ÊÌÀi`Ã°Ê
`iÀ>ÌÀ\Ê ÀiÊ iÌÀVÃÊ iÕ} Ê ÌÊ `iÌiÀiÊ >Ê
V«>Þ½ÃÊÃÕÃÌ>>LÌÞ¶
iÀ}i\Ê / iÊ *Ê`Ã>ÃÌiÀÊwÊÌÃÊÛiÀÞÊÜiÊ iÀi°Ê/ iÊV«>Þ
Ü>ÃÊÀ>i`ÊLiÃÌV>ÃÃÊLÞÊ>ÞÊÃV>ÞÊÀiÃ«ÃLiÊ
vÕ`ÃÊ>`Ê`ViÃÊÃÕV Ê>ÃÊ/- {`Ê>`ÊÌ iÊ ÜÊ
iÃÊ-ÕÃÌ>>LÌÞÊ`iÝ°Ê/ iÊ`Ã>ÃÌiÀÊÀi>ÞÊ } } ÌÃÊ
ÃiÊ>Ã«iVÌÃÊvÊÜ >ÌÊÌ iÊ -Ê`ÕÃÌÀÞÊÃÊ>VÌÕ>ÞÊ
ÀiÜ>À`}ÊÀ} ÌÊÜ]ÊÜ V ÊÃÊÌ iÊÌÀ>Ã«>ÀiVÞÊ>`Ê`>Ì>Ê
vÕ`ÊÊ}ÃÃÞÊÀi«ÀÌÃ°
ÕÀÀiÌÞ]ÊÌÊÃÊ`vwÊVÕÌÊÌÊV«>ÀiÊ *ÊÛiÀÃÕÃÊ«iiÀÃÊ
Ê>ÊivÀiÊ«iÀ>Ì>ÊL>ÃÃ]ÊLÕÌÊÜiÊÜÊ *Ê
Ài«ÀÌi`Ê>ÊÌÊÀiÊ`>Ì>]ÊÃÊÌ iÞÊ}ÌÊ>ÊviÜÊÀiÊ«ÌÃ°Ê
/Êi]ÊÌ iÀiÊ>ÀiÊ>ÊÌÊvÊiÃÃÃÊi>Ài`]Ê«ÃÌÛiÊ>`Ê
i}>ÌÛi]ÊLÕÌÊÌÊÃÊ>ÊVÌÀÛiÀÃÞÊÌ >ÌÊVÕ`ÊLÀ}ÊÕÀÊ`ÕÃ
ÌÀÞÊvÀÜ>À`°Ê/ ÃÊÃÊÜ iÀiÊ -Ê>>ÞÃÃÊV>Ê>``ÊÀi>ÊÛ>Õi°
>ÕÌ iÀ\Ê "iÊvÊÌ iÊÌ }ÃÊÌ >ÌÊÀ>}Ê iÊÌÊÕÃÊ>LÕÌÊ
*ÊÜ>ÃÊÌ >ÌÊÌÊÀivÀViÃÊÌ iÊv>VÌÊÌ >ÌÊLiÃÌV>ÃÃÊÃÊ
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vvÀ`\Ê Ì iÀÊiÞÊ«ÌÊÜÌ ÊÌ iÊ *Ê`Ã>ÃÌiÀÊÃÊ>ÊÌ
vÊÌ iÊÃ>viÌÞÊÃÃÕiÃÊÜiÀiÊ>ÊÀiÃÕÌÊvÊÀi}Õ>ÌÀÞÊv>ÕÀi°Ê
7 iÌ iÀÊÌÊLiÊ«ÌV>Ê`>ÌÃÊÀÊ}Û}ÊÌ iÊiÝiVÕÌÛiÃÊ
vÊÌ iÊÀi}Õ>ÌÀÊvÀiiÊ `>ÞÃÊÊÃ«i]ÊÌ iÃiÊ>ÀiÊiÝ>VÌÞÊ
Ì iÊÌÞ«iÃÊvÊÌ }ÃÊÌ >ÌÊÀiÃ«ÃLiÊÛiÃÌÀÃÊÜÕ`ÊLiÊ
ÀÀwÊi`Ê>LÕÌÊ >`ÊÌ iÞÊ`iÛi`Ê`ii«ÞÊÌÊÌ°Ê*>ÀÌÊvÊÌÊ
ÃÊÀi>ÞÊ}iÌÌ}ÊÌÊÌ iÊLÌÌÊvÊÜ >ÌÊÃÊ«ÀÊVÀ«À>ÌiÊ
V`ÕVÌÊÌ >ÌÊi>`ÃÊÌÊÌ iÊVÕÌÌ}ÊvÊVÀiÀÃÊ>`ÊÃ ÀÌ
ÌiÀÃ°Ê/ >ÌÊÃÊiÝ>VÌÞÊÜ >ÌÊ >««ii`ÊÜÌ Ê *°
`iÀ>ÌÀ\Ê -Ê>ÀiÊÀiÃ«ÃLiÊÛiÃÌÀÃÊVÃ`iÀ
}ÊvÊÜ iÀiÊÌ iÞÊ>ÀiÊÛiÃÌ}ÊÌ iÀÊiÞÊÃÊ«À«
iÀÞÊÀi}Õ>Ìi`¶
vvÀ`\Ê / iÀiÊ>ÀiÊ>ÊÜ iÊÌÊvÊ`iÃÃ°Ê"iÊvÊÌ i
ÃÊLÛÕÃÞÊÌ iÊL>ÃVÊ`ÕiÊ`}iViÊÊÌiÀÃÊvÊiÃÕÀ}Ê
ÞÕÊ >ÛiÊVÃ`iÀi`ÊÌ iÊvÕÊ}>ÕÌÊvÊÀÃÃ°ÊÌ iÀÊÃÊ
>VÌÛiÊÜiÀÃ «]ÊiÃÕÀ}ÊÌ >ÌÊ>>}iiÌÊ>VÌÃÊÊÌ iÊ
LiÃÌÊÌiÀiÃÌÊvÊÃ >Ài `iÀÃÊÛiÀÊÌ iÊ}ÊÌiÀ°Ê
/ i]ÊÌ iÀiÊÃÊÌ iÊÃÞÃÌiVÊÃ`i°ÊÛiÃÌÀÃÊ >ÛiÊ>Ê
ÀiÃ«ÃLÌÞ]ÊÕÃÌÊ>ÃÊ>Ê>VÌÛiÊÊÃViÌÞÊ`]ÊÌÊiÃÕÀiÊ
Ì >ÌÊÌ iÊÃÞÃÌiÊ>VÌÕ>ÞÊvÕVÌÃ°Ê7 >ÌÊÜiÊÃ>ÜÊÊÌ iÊ
Ài}Õ>ÌÊ>ÀÕ`ÊÊ`À}Ê>`ÊÊÌ iÊÀi}Õ>ÌÊ>ÀÕ`Ê
wÊ>V>Ê>ÀiÌÃÊÜ>ÃÊ>Êv>ÕÀiÊvÊÀi}Õ>ÌÊi>`}ÊÌÊ
ÃiÀÕÃÊÃÃiÃÊ>`ÊwÊ>V>Ê`>>}i°
ÛiÃÌÀÃÊ >ÛiÊ>ÊViVÌÛiÊÀiÃ«ÃLÌÞÊÌÊ>ÌÊi>ÃÌÊ
«>ÞÊÃiÊ«>ÀÌÊÌ ÀÕ} Ê`ÕÃÌÀÞÊ>ÃÃV>ÌÃÊÀÊÌ ÀÕ} Ê
Ì iÊ1 *,Ê>`ÊÌ iÀÊ}L>ÊÌ>ÌÛiÃÊÌÊÀi>ÞÊÌÀÞÊÌÊ
«ÕÃ Ê}`Ê«À>VÌViÊÊÌ iÃiÊ>Ài>Ã°
iviÀ\Ê Ê>Ê}}ÊÌÊ«>ÞÊ`iÛ½ÃÊ>`ÛV>ÌiÊ iÀiÊ>`Ê}Ûi
ÞÕÊ>ÊÕÃÌÀ>ÌÊvÊÜ iÀiÊLV ÊÌÀi`ÊvÀÊ>Ê`iV>`i]ÊvÊ
ÌÊÀi]ÊÌÊ>iÊV >}iÊ>ÌÊ>Ê>VÀÊiÛi°Ê7iÊÀiViÌÞÊ
Ài`ÕVi`ÊÕÀÊÛiÃÌiÌÊiÝ«ÃÕÀiÊÌÊÌ iÊ>«>iÃiÊ>À
iÌÊLiV>ÕÃiÊÜiÊvÕ`ÊÌ iÀiÊÕÃÌÊ``ÊÌÊÃiiÊÌÊLiÊ>Ê
>««iÌÌiÊÀÊ>ÊÜ}iÃÃÊÌÊLÀ}Êv>ÀÊ>`ÊÀi>Ã>LiÊ
}ÛiÀ>ViÊ«À>VÌViÃÊÌÊÌÃÊ«ÕLVÊiµÕÌÞÊ>ÀiÌ°
7iÊ >ÛiÊV ViÃÊÊÜ iÀiÊÜiÊ«>ViÊÕÀÊV>«Ì>Ê>`ÊÕÀÊ
V>«Ì>ÊÜÊLiÊ«>Vi`ÊÊ>ÀiÌÃÊÌ >ÌÊÜiViÊÌÊ>`ÊÌ >ÌÊ
Û>ÕiÊÌ°Ê/ >ÌÊ`iVÃÊ>LÕÌÊ>«>ÊÜ>ÃÊÛiÀÞÊÕV Ê>Ê`v
wÊVÕÌÊiÊÌÊ>i]ÊLÕÌÊÌÊÜ>ÃÊ>À}iÞÊL>Ãi`ÊÊ}ÛiÀ>ViÊ
VViÀÃ°Ê7iÊÌÀÞÊÛiÀÞÊ >À`ÊÌÊ>iÊV >}i]ÊLÕÌÊÌ iÀiÊ >ÃÊ
ÌÊLiÊ>Ê«ÌÊÜ iÀiÊÜiÊÃ>ÞÊÜiÊ>ÀiÊ}}ÊÌÊÛiÊ°Ê
`iÀ>ÌÀ\Ê 7 iÀiÊ ÃÊ >>`>Ê Ê ÌiÀÃÊ vÊ -Ê >`Ê
ÃÕÃÌ>>LiÊÛiÃÌ}¶
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>ÕÌ iÀ\Ê >>`>ÊÌÃivÊÃÊ`>Ìi`ÊLÞÊ>ÊÌÊvÊL}}iÀ
vÕ`ÃÊ>`ÊÌ iÊÌ iÀiÊÃÊ>ÊÃ>iÀÊL>ÃiÊvÊvÕ`>ÌÊ
>`Êi`ÜiÌÊvÕ`ÃÊÃÊÌ iÊ>ÀiÌÊÃÊ>ÊÌÌiÊvÀ>V
ÌÕÀi`°Ê
7Ì ÊÀiÃ«iVÌÊÌÊ}L>ÞÊV«>À}Ê >>`>]ÊÜiÊ >ÛiÊ
ÃiiÊÌ >ÌÊ >>`>Ê >ÃÊLiiÊÛ}Ê>ÌÊ>ÊVi]ÊÃÜ]Ê
ÃÌi>`ÞÊ«>Vi°Ê7iÊÜÕ`ÊÃ>ÞÊÌ >ÌÊÌ iÊ >>`>Ê>ÀiÌÊ
ÃÊ«ÀL>LÞÊÊ«>ÀÊÜÌ ÊÌ iÊ1°-°Ê>ÀiÌÊÌ`>ÞÊÊÌiÀÃÊ
vÊÌi}À>Ì}ÊÌ iÃiÊVVi«ÌÃ]Ê>VÀÃÃÊ>Ê>ÀÌÞÊvÊÌ iÊ
>À}iÃÌÊ«ÕLVÊvÕ`Ã°ÊÜiÛiÀ]ÊÜiÊ>ÀiÊÌÊµÕÌiÊÜ iÀiÊ
ÕÃÌÀ>>Ê>`ÊÌ iÊ1Ê>Ài]Ê>Ì Õ} ÊÜiÊ >ÛiÊLiiÊ>}Ê
}`Ê«À}ÀiÃÃ°Ê
ÀÊÜ >ÌÊÜiÊÜÊvÊÌ iÊvÕ`ÃÊÊ >>`>]ÊÃÌÊ
vÊÌ iÊL}ÊvÕ`ÃÊÊ >>`>Ê>ÀiÊÌ>V}ÊÌ ÃÊÊiÊ
Ü>ÞÊÀÊ>Ì iÀ°Ê ÛiÀÞL`ÞÊÃÊ>Ü>ÀiÊvÊÌ°Ê ÛiÀÞL`ÞÊÃÊ
ÌÀÞ}ÊÌÊv}ÕÀiÊÕÌÊÌ iÀÊÜÊÃÕÌÊÌÊÌ]ÊLÕÌÊiÛiÀÞ
L`ÞÊÃÊÀiÊÀÊiÃÃÊÊL>À`]ÊÜ V ÊÃÊÜ >ÌÊÜiÊÜ>ÌÊ
ÌÊÃiiÊÊÌiÀÃÊvÊÌ iÊ`iÛi«iÌÊvÊÌ iÊ>ÀiÌÊ>ÃÊ>Ê
Ü i°
`iÀ>ÌÀ\Ê 7 >ÌÊ>LÕÌÊÌ iÊÕ«Ì>iÊ}L>Þ¶
vvÀ`\Ê 7iÊ>ÀiÊÕÃÌÊ>>Þâ}ÊÌ ÃÊÞi>À½ÃÊ1 *,ÊÃÕÀÛiÞ
>`ÊÌ iÊVÀi>ÃiÊÊiÌÕÊÃÊÀi>ÞÊÕÃÌ>>Li°Ê
/ iÀiÊÃÊÕÃÌÊÊ`ÕLÌÊÌ >ÌÊÌ ÃÊÛiiÌÊÃÊ}}ÊÀi>ÞÊ
ÃÌÀ}ÞÊ>`ÊÕÃÌÊÌ iÊÃivÀi«ÀÌ}ÊvÊÕÀÊÃ}>ÌÀiÃÊ
vÊÜ >ÌÊÌ iÞÊ>ÀiÊ`}ÊvÀÊÞi>ÀÊÌÊÞi>ÀÊÃÊVÃÃÌiÌÞÊ
VÀi>Ã}°Ê
ÕÃÌÊÌÊ}ÛiÊÞÕÊ>ÊiÝ>«iÊvÊÌ iÊÕLiÀÊvÊÃ}>Ì
ÀiÃÊÌ >ÌÊ>ÀiÊÀi«ÀÌ}ÊÜ]ÊÜiÊ >ÛiÊ>ÃÌÊ`ÕLiÊÌ iÊ
ÕLiÀÊvÀÊ>ÃÌÊÞi>ÀÊ>`ÊÀiÊÌ >Ê{ääÊvÊÕÀÊÃ}>
ÌÀiÃÊ«>ÀÌV«>Ìi`ÊÊÌ iÊÃÕÀÛiÞ°ÊÀÕ`ÊÓääÊvÊÌ iÊ
>ÀiÊ«ÕLÃ }ÊÌ iÀÊÀiÃÕÌÃ]Ê>ÃÊÌ iÀÊÀiÃ«ÃiÃ]Êi]Ê
Ü V ÊÃÊ«ÀL>LÞÊiÊvÊÌ iÊL}}iÃÌÊVÀi>ÃiÃÊÊÛiÃ
ÌÀÊÌÀ>Ã«>ÀiVÞÊÜiÊ >ÛiÊiÛiÀÊÃii°ÊVÀÃÃÊÌ iÊL>À`]Ê
ÌÊÃÊÀi>ÞÊv>ÀÊÌÊLiÊµÕÌiÊLÕÃ Ê>`Ê«ÌÃÌVÊ>LÕÌÊÌ iÊ
iÌÕÊvÊÌ ÃÊÃ«>Vi°

`Ê iÀiÊÊ -ÊÜ V ÊLÀi>Ì iÃÊ>ÊÌÊvÊviÊÌÊÕÀÊ
ÛiÀ>ÊÌi}À>Ì°
>ÕÌ iÀ\Ê 7Ì ÊÌ iÊLÀi>`Ì ÊvÊÌ ÃÊÃÕLiVÌÊ>Ài>]Ê>ÊÌÊv
>ÃÃiÌÊÜiÀÃÊ>`Ê>>}iÀÃÊwÊ`ÊÌ iÃiÛiÃÊ>ÊÌÌiÊ
ÛiÀÜ ii`ÊLÞÊÜ >ÌÊÌÊvVÕÃÊ]ÊÌ iÞÊV>ÌÊÜÀ>«Ê
Ì iÀÊ i>`Ê>ÀÕ`ÊiÛiÀÞÌ }Ê>`Êi}>}iÊÊiÛiÀÞ
Ì }°Ê"iÊvÊÌ iÊ>««À>V iÃÊÌ >ÌÊÃiiÃÊÌÊLiÊÌ>}Ê
Ã >«iÊ>ÊÌÊÀiÊÃÊÃÃÕiÃ«iVwÊVÊqÊ«V}ÊÌÜÊÀÊÌ ÀiiÊ
ÃÃÕiÃÊÌ >ÌÊÀi>ÞÊ>}ÊÜÌ ÊÌ iÊÀ}>â>Ì½ÃÊÃÃÊ
ÀÊ}>ÃÊ>`ÊvVÕÃ}ÊÊÌ Ãi°Ê/ >ÌÊ}ÛiÃÊÌ i]ÊViÊ
Ì iÞÊ >ÛiÊ`ÃVÃi`ÊÌ >Ì]Ê>ÊiÝViiÌÊ«ÃÌÊÌÊLiÊ
>LiÊÌÊ`ivi`ÊÌ iÃiÛiÃÊLÞÊÃ>Þ}Ê¼ÜiÊ>ÀiÊvVÕÃ}Ê
ÊÌ iÃiÊÃÃÕiÃ]ÊÌ ÃÊÃÊÜ >ÌÊÜiÊ>ÀiÊ}}ÊÌÊÃÕÀÀÕ`Ê
ÕÀÃiÛiÃÊÜÌ Ê>`ÊÜiÊ>ÀiÊÀi>ÞÊ}}ÊÌÊ`ÛiÊ`ii«ÊÊ
Ì iÃiÊÃÃÕiÃÊ>`]ÊvÀÊÜ]ÊÜiÊ>ÀiÊ}}ÊÌÊi>ÛiÊiÛiÀÞ
Ì }ÊiÃiÊÕÌÊvÊÃV«i°½
`iÀ>ÌÀ\Ê 7 >ÌÊ ÃÀÌÊ vÊ ÃÌÀ>Ìi}iÃÊ >ÀiÊ ÜiÊ Ãii}Ê
ÛiÃÌiÌÊ>>}iÀÃÊLÀ}}ÊÌÊÌ iÊÌ>Li¶
iÀ}i\Ê ÊÌiÀÃÊvÊ`i`V>Ìi`ÊvviÀ}Ã]ÊÜiÊ >ÛiÊÃii
>ÞÊÃÕÃÌ>>LÌÞÊ>`ÊÃV>ÞÊÀiÃ«ÃLiÊvVÕÃi`Ê
vÕ`ÃÊ>ÕV i`Ê>ÌÊÌ iÊÀiÌ>ÊiÛiÊÛiÀÊÌ iÊ>ÃÌÊÃiÛiÀ>Ê
Þi>ÀÃ°Ê i`V>Ìi`ÊVi>ÊÌiV }ÞÊvÕ`ÃÊ >ÛiÊ>ÃÊLiiÊ
>Ê>Ài>ÊvÊÃÌÀ}Ê}ÀÜÌ ÊÛiÀÊÌ iÊ>ÃÌÊ`iV>`i°Ê"ÛiÀ>]Ê
Ì iÊ}ÀÜÌ ÊvÊÌ iÃiÊÛ>ÀÞ}ÊÃÌÀ>Ìi}iÃÊ >ÃÊLiiÊ`ÀÛiÊ
LÞÊÌ iÊÕ`iÀÞ}Ê`i>`ÊvÊÛiÃÌÀÃ°Ê
Ê7Ì ÊÀiÃ«iVÌÊÌÊÌi}À>Ì}Ê -Ê>>ÞÃÃÊÌÊÌÀ>`
Ì>ÊÛiÃÌiÌÊ>`>ÌiÃ]ÊÜi½ÀiÊ>ÌÊÌ iÊ«ÌÊÀ} ÌÊÜÊ
Ü iÀiÊi`ÕV>ÌÊÃÊ«>À>ÕÌ°Ê7i½ÀiÊÌÀÞ}ÊÌÊ i«Ê«ÀÌ
vÊ>>}iÀÃÊÕ`iÀÃÌ>`ÊÌ iÊ -ÊÕÌiÀÃÊqÊÜ ÊÌ ÃiÊ
i>`iÀÃÊ>`Ê>}}>À`ÃÊ>ÀiÊ>VÀÃÃÊi>V Ê«>ÀÊqÊÌÊ i«ÃÊ
ÃÌ>ÀÌÊÌ iÊ`>}Õi]Ê>`ÊÕÌ>ÌiÞÊÃ>Ì}ÊÌ ÃiÊÕÌiÀÃÊ
Ã Õ`Ê«ÀÛ`iÊLiÌÌiÀÊÀÃ>`ÕÃÌi`ÊÀiÌÕÀÃ°

`iÀ>ÌÀ\Ê 7 >ÌÊÃÀÌÊvÊÃÌÀ>Ìi}iÃÊ>ÀiÊ>ÃÃiÌÊ>
>}iÀÃÊÕÃ}ÊÊÌiÀÃÊvÊ«iiÌ}Ê -¶Ê
iviÀ\Ê LV ÊÃÊÌÀÞ}ÊiÛiÀÞÌ }°Ê7iÊ >ÛiÊ>Ê1°-°ÊiµÕÌÞ
«ÀÌvÊÜ V Ê>««iÃÊi}>ÌÛiÊ>`Ê«ÃÌÛiÊ -Ê
ÃVÀiiÃÊÊÌÃÊV«>ÞÊÃiiVÌÊ«ÀViÃÃ°Ê7iÊ >ÛiÊ>Ê
i}>}iiÌÊÃÌÀ>Ìi}ÞÊvÀÊÕÀÊÛiÀ>Ê}L>Ê«ÕLVÊiµÕÌÞÊ
«ÀÌv°Ê7iÊ >ÛiÊ>ÊiÛÀiÌ>ÊÀÃÊ>>}iiÌÊ
ÃÌÀ>Ìi}ÞÊÌ >ÌÊ>««iÃÊÌÊÕÀÊÀi>ÊiÃÌ>ÌiÊ `}Ã°Ê7iÊ«Õ}Ê
ÌÊV>ÌÃÊÌ >ÌÊVÃÃÌÊvÊÛiÃÌÀÃÊvÀÊ>ÀÕ`ÊÌ iÊ
ÜÀ`Ê>`ÊÜiÊVLiÊvÀViÃÊÌÊ>iÊV >}iÊÊÌ iÊ
>ÀiÌ]ÊÊÌ iÊV«>iÃ]Ê>`ÊiÛiÊÊÌ iÊÃÌÀÕiÌÃÊÊ
Ü V ÊÜiÊÛiÃÌ°
,iÃ«ÃLiÊÛiÃÌiÌÊÃÊ>ÊiÞÊV«iÌÊvÊÕÀÊ
ÃÃÊÃÌ>ÌiiÌÊ>`ÊÕÀÊL>À`>««ÀÛi`ÊÃÌÀ>Ìi}VÊ
«>]ÊÃ«iVwÊVÊ>VÌÛÌiÃÊ>ÀiÊ>««i`ÊÕÌÊ>Õ>ÞÊÊÕÀÊ
«iÀ>Ì>Ê«>ÃÊÊ>Ê«iÀ`i«>ÀÌiÌÊL>ÃÃÊ>`ÊÌ iÞÊ
>ÀiÊ>VÜi`}i`ÊÊÕÀÊi«ÞiiÊV«iÃ>ÌÊ«À
}À>°Ê*i«iÊ>ÀiÊLi}ÊÀiÜ>À`i`ÊvÀÊÌ iÊÜÀÊÌ >ÌÊÌ iÞÊ
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`iÀ>ÌÀ\Ê 7 >ÌÊ ÜÊ ÃÕÃÌ>>LiÊ ÛiÃÌ}Ê Ê
iÊÊÌ iÊvÕÌÕÀi¶
>ÕÌ iÀ\Ê "ÕÀÊ}>ÊÃÊÌ >ÌÊÜiÊ>ÀiÊÜÀ}ÊÕÀÃiÛiÃÊÕÌ
vÊ>ÊLÊqÊÌ >ÌÊ -ÊLiViÃÊ>ÊÜiÌi}À>Ìi`ÊVVi«Ì]Ê
ÌÊLiViÃÊ>Ì iÀÊÀÃÊv>VÌÀÊÌ >ÌÊ>>}iÀÃÊ>`ÊV
«>iÃÊ>ÀiÊ}Ê>ÌÊÊÌ iÊÃÌÊvÊiÛiÀÞÊÌ iÀÊÀÃÊv>VÌÀÊ
Ì >ÌÊÌ iÞÊVÕÀÀiÌÞÊVÃ`iÀ°Ê
7iÊ «iÊÌÊLiViÃÊiÃÃÊvÊ>ÊiÝÌiÀ>ÌÞ]ÊiÃÃÊvÊ>Ê
Ã«iV>ÌÞÊÃÕLiVÌÊ>Ài>]Ê>`ÊÌ >ÌÊÌÊÃÊÕÃÌÊ>Ê«>ÀÌÊvÊiÛiÀÞ
`>ÞÊLÕÃiÃÃ°

<i ÀÌ\Ê iÞ`ÊÕÀÊ -Ê>ÌÀÝ]ÊÜ V Ê i«ÃÊ`iÌvÞÊÌ Ãi
ÕÌiÀÃÊ/ >ÃÊiÌi`]ÊÜiÊ>ÀiÊ>ÃÊV}â>ÌÊÌ >ÌÊ
Li}Ê>ÊÀiÃ«ÃLiÊÛiÃÌÀÊ`i>`ÃÊ>VÌÛiÊÜiÀÃ «°Ê
Õ`}ÊÕ«ÊÕÀÊ ÃÌÀÞÊvÊ«ÀÌ}Ê}`Ê}ÛiÀ>ViÊ
>`Ê>VÌÛiÞÊÛÌ}ÊÕÀÊ«ÀÝiÃ]ÊÜiÊ >ÛiÊÃiÌÊÕ«ÊvÀ>Ê
VÌÌiiÃÊÌÊÌ>ViÊi}>}iiÌÊÃÃÕiÃ°
7iÊ>ÃÊviiÊÕÀÊV >ViÃÊvÀÊÃÕVViÃÃÊ>ÀiÊ } iÀÊ
Ü iÊÜiÊ«>ÀÌiÀÊÜÌ ÊÌ iÀÊÃÌÌÕÌ>ÊÛiÃÌÀÃ°ÊÃÊ
>ÊiÝ>«i]ÊÌ iÊ >ÀLÊ ÃVÃÕÀiÊ*ÀiVÌÊÜiÊÌ>iÊ
«>ÀÌÊÊ>ÜÃÊÕÃÊÌÊÃiiÊ«iÀÌiÌÊvÀ>ÌÊvÀÊ
V«>iÃÊÜÌ ÊÌ iÊV>LÀ>ÌÊvÊÌ iÀÊÛiÃÌÀÃ°Ê
ÊÀ`iÀÊÌÊÌÀÕÞÊ«ÕÃ ÊÌ iÊ`>ÊvÀÜ>À`ÊÊÃÕÃÌ>>LÌÞÊ
ÜÌ ÊÌ iÊ`ÕÃÌÀÞ]ÊÃV>i`ÊV>LÀ>ÌÛiÊV«iÌÌÊ
ii`ÃÊÌÊVVÕÀ°Ê
`iÀ>ÌÀ\Ê ÀiÊ Ì iÀiÊ iÝ>«iÃÊ Ü iÀiÊ ÕÃ}Ê -Ê
«ÀV«iÃÊ >ÛiÊ ÃÌiiÀi`Ê ÛiÃÌÀÃÊ >Ü>ÞÊ vÀÊ >Ê
ÛiÃÌiÌ¶Ê
iÀ}i\Ê Ê>Ê}L>ÊVÌiÝÌ]ÊÀi}Õ>ÌÀÞÊÀÃÊÃÊ>ÊiÞ
>Ài>ÊÜ iÀiÊ -Ê«ÀV«iÃÊ i«ÊÃÌiiÀÊÛiÃÌÀÃÊ>Ü>ÞÊ
vÀÊ } iÀÊÀÃÊÛiÃÌiÌÃ°Ê/ iÊÃÌÊVVÀiÌiÊ
iÝ>«iÃÊ>ÀiÊvÕ`ÊÊÌ iÊÀiÃÕÀViÊÌiÃÛiÊÃiVÌÀÃ]Ê
ÜÌ ÊÀÃÊv>VÌÀÃÊÃÕV Ê>ÃÊV>ÀLÊÀÊÜ>ÌiÀÊ>>}i
iÌ°Ê/ iÊÃÌÊivwÊViÌÊ>`ÊÛ>ÌÛiÊV«>iÃÊ
Ìi`ÊÌÊLiÊÃiÌÌ}ÊÌ iÊÀi}Õ>ÌÀÞÊ>}i`>]Ê>ÌV«>Ì}Ê
À>Ì iÀÊÌ >ÊÀi>VÌ}°Ê
<i ÀÌ\Ê ->ÀÊÌÊvÕ`>iÌ>Ê>>ÞÃÃ]ÊÜ V Ê`iÃ½Ì
`i«i`ÊÃÌÀVÌÞÊÊwÊ>V>ÊÀ>ÌÃÊÌÊ`ÀÛiÊ>Ê`iVÃ]Ê
ÜiÊ`ÊÌÊÛiÜÊ -ÊÊÃ>ÌÊÀ>Ì iÀÊ>ÃÊ>Ê>``Ì>Ê
v>VÌÀÊÌÊVÃ`iÀÊÊÌ iÊÛiÃÌiÌÊ«ÀViÃÃ°ÊÊÌ iÀÊ
V >À>VÌiÀÃÌVÃÊÌ >ÌÊ>Ê«ÀÕ`iÌÊ>>}iÀÊÀiÛiÜÃÊii`ÊÌÊ
LiÊÊ«>ViÊÊÀ`iÀÊÌÊ`ÀÛiÊ>ÊLÕÞÊÀÊÃiÊ`iVÃ°Ê/ >ÌÊ
Ã>`]Ê>ÊiÃiÊLi}ÊiµÕ>]Ê -Êv>VÌÀÃÊ>ÀiÊVÀi>Ã}ÞÊ
LiV}ÊÀiÊ«ÀÌ>ÌÊvÀÊÌ ÃiÊV«>iÃÊÌ >ÌÊ>ÀiÊ
i>`iÀÃÊ>}ÃÌÊÌ iÀÊ«iiÀÃÊ>`ÊÌ iÃiÊV«>iÃÊÜÊ
ii`ÊÌÊ>>}iÊÌ iÀÊ -ÊV>«Ì>ÊivviVÌÛiÞÊÊÀ`iÀÊÌÊ
>Ì>Êi>`iÀÃ «°
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iÀ}i\Ê «ivÕÞ]ÊÜ iÊÜiÊÊÌÊÌ iÊvÕÌÕÀi]ÊÃÕÃÌ>
>LÌÞÊÜÊLiÊ>ÊvÕ`>iÌ>Ê«>ÀÌÊvÊÌ iÊÜ>ÞÊÌ iÊ>ÀiÌÊ
Û>ÕiÃÊ>ÊV«>Þ]Êi>Li`ÊLÞÊÌ iÊ>Û>>LÌÞÊ>`ÊÃÌ>
`>À`â>ÌÊvÊ -Ê`>Ì>°Ê>>}iiÌÊÌi>ÃÊÜÊLiÊ
ÀiÜ>À`i`ÊvÀÊLÌ ÊwÊ>V>Ê>`ÊÃÕÃÌ>>LÌÞÊ>V iÛi
iÌÃÊL>Ãi`ÊÊÃÌ>`>À`âi`ÊiÌÀVÃ°
`iÀ>ÌÀ\Ê -ÊÜ >ÌÊÃÊii«}ÊÕÃÊL>VÊvÀÊLi}Ê
Ì iÀiÊÀÊ}iÌÌ}ÊÌ iÀiÊv>ÃÌiÀ¶
>ÕÌ iÀ\Ê ÊÜÕ`ÊÃ>ÞÊ>ÊviÜÊÌ }Ã°Ê
"iÊÃÊvÀ>ÌÊqÊÌ iÊ>Û>>LÌÞÊvÊ`>Ì>Ê>`ÊÌ iÊV
ÃÃÌiVÞÊvÊvÀ>Ì°Ê-iV`ÞÊÃÊ`ÃiÌ]Ê>ÃÊÌ iÀiÊ
>ÀiÊÃÌÊµÕiÃÌÃÊ>ÀÕ`ÊwÊ`ÕV>ÀÞÊ`ÕÌÞ]ÊÜ V ]ÊvÀÊÕÀÊ
«iÀÃ«iVÌÛi]Ê >ÛiÊLiiÊ`i>ÌÊÜÌ ]ÊLÕÌÊÌÃÊvÊL>À`ÃÊ`Ê
ÌÊviiÊÌ >ÌÊÜ>Þ°
/Ê>ÊViÀÌ>Ê`i}Àii]ÊÜiÊÃiiÊÃiÊvÊÌ ÃiÊLÃÌ>ViÃÊ
>ÃÊLi}Ê}iiÀ>Ì>°ÊÌÌÌÕ`iÃÊ>ÀiÊV >}}ÊÃÜÞÊ
ÛiÀÊÌiÊ>ÃÊÌ iÞÊ`ÊÜÌ ÊiÛiÀÞÌ }ÊiÃi°Ê
<i ÀÌ\Ê 7iÊÜiÊ>ÊÌÊvÊVÀi`ÌÊÌÊÌ iÊ1 *,ÊvÀÊ}iÌÌ}
Ì iÊiÃÃ>}iÊ>VÀÃÃÊ>`ÊÌ iÀÊÃÕVViÃÃÊÃÊiÛ`iÌÊÜÌ ÊÌ iÊ
iÛiÀVÀi>Ã}ÊiLiÀÃ «°
ÞÊ}ÌiÀÊÛiÜÊÃÊÌ >ÌÊLi}Ê>Ê`vviÀiÌ>ÌÀÊÊ -Ê
>>ÞÃÃÊÜÊLiÊiÞ°ÊÊÛiÃÌÀÃÊÜÊLiÊ}Ê>ÌÊÌÊ
LÕÌ]ÊÕÌ>ÌiÞ]ÊÌ iÊµÕiÃÌÊÜÊLiÊÜ ÊÃÊ`}ÊÌÊÃÌÊ
ivviVÌÛiÞ°Ê/ ÃiÊwÊÀÃÊÌ>}Ê>Ê>VÌÛiÊ>««À>V ÊÜÊ
ÜÊiÞÊLiiwÊÌÊÛiÀÊÌi°Ê
ÊÌ iÊÌiÀ]ÊÌ iÀiÊÃÊiÛiÌÕ>ÞÊ}}ÊÌÊLiÊ>ÊÌ««}Ê
«Ì]ÊÜÌ ÊÀiÊÛiÃÌÀÃÊ>>Þâ}ÊÌÊÌ >ÊiÃÃ°Ê/ ÃÊ
>ÞÊLiÊ>ÊviÜÊÞi>ÀÃÊ>Ü>ÞÆÊ ÜiÛiÀ]ÊÌÊÃ Õ`Ê>ÌÊi>ÃÌÊLiÊ
ÊÛiÃÌÀÃ½ÊÀ>`>ÀÃ°
vvÀ`\Ê 7iÊ>ÀiÊÌÊµÕÌiÊ>ÌÊ>ÊÌ««}Ê«ÌÊ>ÃÊÌ iÊÀi>
Ì««}Ê«ÌÊÃÊÜ iÊµÕÌiÊ>ÊviÜÊ>À}iÊ>ÃÃiÌÊÜiÀÃÊ«ÕÌÊ
Ì ÃÊÌÊÌ iÀÊ,*ÃÊ>`ÊÛiÀÞÊÃÌÀ}ÞÊ`ÃVÀ>ÌiÊÊ
v>ÛÕÀÊvÊvÕ`ÃÊ>`ÊÛiÃÌiÌÊ>>}iÀÃÊÌ >ÌÊ >ÛiÊÌ ÃÊ
V>«>LÌÞÊ>`Ê`ÊÌÊÜi°
ÌÊÃÊÃÌ>ÀÌ}ÊÌÊ >««i°Ê/ iÊÀiV Ê`ÃÊ`iÊ,iÃiÀÛiÊ
VÀ«À>ÌiÃÊÀiÃ«ÃLiÊÛiÃÌiÌÊV>«>LÌÞÊÌÊ
ÌÃÊ,*Ê«ÀViÃÃÊ>`ÊÌÊÃÊÕiÞÊÌ >ÌÊÞÕÊÜÕ`Ê}iÌÊ>Ê
>ÃÌÀi>Ê>`>ÌiÊvÀÊÌ iÊ,ÊÕiÃÃÊÞÕÊ >ÛiÊÌ ÃÊ
}}Ê>}ÊViÞ°
"ViÊÜiÊ}iÌÊÌÊÌ iÊ«ÌÊÜ iÀiÊÌ >ÌÊÃÊÀi>ÞÊÌ iÊÜ>ÞÊÌ }ÃÊ
>Ài]ÊÌ iÊÜiÊÀi>ÞÊ >ÛiÊvÕÞÊiLi``i`ÊÌÊÊÌ iÊ>ÀiÌ°
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iviÀ\Ê "ÊÌ iÊÃ>iÀÊÛiÃÌÀÊÃ`i]Ê>ÊÃÃÕiÊvÊÃi
VViÀÊÃÊÌ iÊÌÊÌ >ÌÊÌ ÃÊÃÊ}}ÊÌÊÌ>iÊ>ÊÌÊvÊ
ÀiÃÕÀViÃ°Ê9iÌ]ÊÀiÃ«ÃLiÊÛiÃÌ}ÊÃÊ>ÃÊÃ«iÊ>ÃÊÌ>
}Ê>Ê>VÌÛiÊÀiÊÊÛÌ}ÊÞÕÀÊÃ >ÀiÃ°ÊÌÊÃÊ>ÃÊÃ«iÊ
>ÃÊ>`«Ì}Ê>Ê«VÞÊ>VÀÃÃÊÞÕÀÊÀ}>â>ÌÊÀÊ>VÀÃÃÊ
ÞÕÀÊvÕ`Ê>`ÊÌ iÊ>Ã}ÊvÀÊ>VVÕÌ>LÌÞÊÌÜ>À`ÃÊÌ°Ê
>ÕÌ iÀ\Ê VÀi>Ã}Þ]ÊvÀÊÕÀÊÛiÜ]Ê -ÊÃÊÊÌ i
Ì>LiÊ>`ÊÌÊÃÊV}ÊvÀÊÌÜÊ«iÀÃ«iVÌÛiÃ°
"iÊÃÊÌ iÀiÊ >ÃÊLiiÊÃiÊÀ}>VÊ}ÀÜÌ ÊÊÌ iÊ
`ÕÃÌÀÞ°Ê7iÊ>ÀiÊÀ>Ì}Ê -Ê«À`ÕVÌÃÊ>VÀÃÃÊÌ iÊ>ÀiÌ°Ê
ÛiÊÊÃi>ÀV iÃÊÜ iÀiÊ -Ê >ÃÊÌÊViÊÕ«ÊÊÌ iÊ
VÛiÀÃ>ÌÊÜÌ Ê>ÊViÌ]ÊÌ >ÌÊvÀ>ÌÊÃÊLi}Ê«ÕÌÊ
ÊvÀÌÊvÊÌ iÊViÌ°Ê-ÊÌ iÞÊÃÌ>ÀÌÊÌÊÃiiÊÌÊvÀÊÌ iÊL>VÊ
`ÀÊ>`ÊÃ>ÞÊ¼ ]ÊÌ iÊ -ÊvÀ>ÌÊÃÊ iÀi]ÊÜ >ÌÊ
`iÃÊÌ ÃÊi>Ê>`Ê ÜÊ`ÊÜiÊÕÃiÊÌ Ã°½
/ iÊÌ iÀÊÌ }ÊvÀÊÃ>ÊvÕ`ÃÊÃÊV>LÀ>Ì°Ê -Ê
À}>â>ÌÃ]ÊvÀÊÌ iÊÃÌÊ«>ÀÌ]Ê>ÀiÊÃÊi>ÃÞÊÌÊ°Ê
/ iÞÊ>ÀiÊi>ÃÞÊÌÊ«>ÀÌV«>ÌiÊ°Ê/ iÞÊ`ÊÌÊÌ>iÊ>ÊÌÊvÊ
ÀiÃÕÀViÃÊ>`ÊÌÊ}ÛiÃÊÞÕÊÃÕV ÊVÀi`LiÊiÛiÀ>}iÊÌÊ
LiÊ>LiÊÌÊ>VViÃÃÊ>`ÊÕ`iÀÃÌ>`ÊÜ >ÌÊÃÊ}}ÊÊÕÌÊ
Ì iÀiÊ>`Ê}iÌÊÛÛi`ÊÜÌ ÕÌÊ>ÊÌÊvÊÀiÃÕÀViÃ°Ê1ÌÊ
ÞÕÊ}iÌÊÛÛi`ÊÊÌ]ÊÞÕÊ >ÛiÊÊ`i>ÊÌ iÊ«ÜiÀÊvÊ
Ü >ÌÊÃÊ>Û>>LiÊÌÊÞÕ°ÊÊ
`iÀ>ÌÀ\Ê 7Ì Ê>ÊÌ iÊ>ÌÌiÌÊÊ >½ÃÊiÛ
ÀiÌ>Ê ÀiVÀ`]Ê ÜÊ `iÃÊ >Ê Õ`iÀvÕ`i`Ê
«iÃÊ «>Ê À>Ì>âiÊ -Ê «ÀV«iÃÊ ÜÌ Ê Ì iÊ
«ÌiÌ>ÊÀiÌÕÀÃÊvÀÊÛiÃÌ}ÊÌ iÀi¶
<i ÀÌ\Ê *iÀÃ>Þ]ÊÊ`ÊÌÊÌ ÊÌ iÞÊ>ÀiÊÕÌÕ>ÞÊiÝVÕ
ÃÛi°Ê>ÞÊ>À}iÊÕÌ>Ì>ÊV«>iÃÊ`Vi`ÊÊ
`iÛi«i`ÊVÕÌÀiÃÊÃiiÊÌ iÀÊ}ÀÜÌ ÊV}ÊvÀÊÌ iÃiÊ
iiÀ}}ÊiViÃ°ÊÛiÊÌ iÀÊLÀ>`Ã]ÊÌ iÞÊÕ`iÀ
ÃÌ>`ÊÌ >ÌÊ>>}}Ê -ÊÀÃÃÊÃÊ«>À>ÕÌÊÌÊ«ÀÌiVÌ
}ÊÌ iÀÊÀi«ÕÌ>ÌÊ>`Ê`iÃÌÀ>ÌiÊÃÊLÞÊLi}Êi>`iÀÃÊ
ÊÃÕÃÌ>>LÌÞÊÀi«ÀÌ}°Ê>Û}ÊÌ iÃiÊV«>iÃÊÃiÌÊ
Ì iÊLiV >ÀÊÜÊÊ`ÕLÌÊVÀi>ÃiÊÌ iÊÜ}iÃÃÊvÊ
`iÃÌVÊV«>iÃÊÌÊ«ÀÛiÊÕ«ÊÌ iÀÊÜÊ -Ê
«À>VÌViÃ°
/ iÀiÊ>ÀiÊ>ÃÊ>ÞÊV«>iÃÊÊiiÀ}}Ê>ÀiÌÃÊ
Ì >ÌÊ >ÛiÊ>Ài>`ÞÊÌ>iÊ>Ê>VÌÛiÊ>««À>V ÊÌÊÃÕÃÌ>
>LÌÞ°Ê >ÊLi]ÊvÀÊiÝ>«i]ÊÃÊÌ iÊ>À}iÃÌÊLiÊ
ÌiiVÕV>ÌÃÊ}ÀÕ«ÊÊÌ iÊÜÀ`Ê>`ÊÌÊi>`ÃÊÊ
ÃÕÃÌ>>LÌÞÊ>}ÊiiÀ}}Ê>ÀiÌÊV«>iÃ°

ÀiÃ«ÃLiÊÛiÃÌiÌ]ÊÌÊÃÊÕÃÌÊ>ÊV«iÌiÞÊ`vviÀiÌÊ
iÛÀiÌÊvÀÊÌ iÀÊ«>ViÃÊÜ iÀiÊvÕ`ÃÊÌi`ÊÌÊ >ÛiÊ
ÀiÊ>ÕÌÞ°Ê
/ iÀiÊ>ÀiÊ Õ}iÊ««ÀÌÕÌiÃÊÊÌ iÃiÊ>ÀiÌÃÊ>`Ê
Ü iÌ iÀÊ>Ê«iÃÊvÕ`ÊÃÊÕ`iÀvÕ`i`ÊÀÊÌ]ÊÌ iÞÊÜÊ
LiÊ}ÊvÀÊ}`ÊÀiÌÕÀÃ°Ê
ÕÌ]ÊÌ iÊ -ÊÀÃÃÊ>ÀiÊ>ÃÊ«ÀL>LÞÊÌ iÊÃÌÊ>ÌiÀ>Ê
Ì >ÌÊÞÕÊVÕ`ÊViÊ>VÀÃÃ°Ê7 iÊÞÕÊ >ÛiÊ>Ê«ÕÌÊ
iÛiÌÊÊ >]ÊÌÊÃÊ>ÊL}Ê`i>Ê>`ÊÌ iÊ«>VÌÊÊV
«>iÃÊÃÊ Õ}i°ÊvÊÞÕÊ >ÛiÊ>Ê}ÛiÀ>ViÊ«ÀLiÊÜÌ Ê
VÀÀÕ«ÌÊÀÊÜ >ÌiÛiÀÊÌÊ} ÌÊLi]ÊÌ iÃiÊ>ÀiÊÀi>ÞÊL}Ê
>ÌiÀ>ÊÃÃÕiÃ°Ê
ÊÌÊvÊÌ iÊÀÃÊÊÛiÃÌ}ÊÊV«>iÃÊÊiiÀ}}Ê
>ÀiÌÃÊÃÊÛiÀÞÊÕV Ê>ÀÕ`ÊiÛÀiÌ>]ÊÃV>]Ê>`Ê
VÀ«À>ÌiÊ}ÛiÀ>ViÊÀÃÃÊÃÊÌ iÃiÊv>VÌÀÃÊ>ÀiÊiÛiÊ
ÀiÊ«ÀÌ>Ì°
iÀ}i\Ê / >ÌÊÃÊV«iÌiÞÊÀ} Ì]ÊiÃ«iV>ÞÊÊiiÀ}}
>ÀiÌÃÊÜ iÀiÊ}ÛiÀ>ViÊÀÃÊÃÊVÀÌV>°Ê
7 iÊÜiÊ>ÀiÊ}Ê>ÌÊÛiÃÌiÌÃÊÊÌ ÃiÊÀi}Ã]Ê
vÊÌ iÀiÊÃÊiÛiÊÌ iÊÃ} ÌiÃÌÊ}ÛiÀ>ViÊvÞ]ÊÌÊÃÊÕÃÌÊ
>Ê}°Ê1Ì>ÌiÞ]ÊvÀÊÌ ÃiÊV«>iÃÊÌ >ÌÊ >ÛiÊ >`Ê
ÃÃÕiÃÊÀi>Ìi`ÊÌÊVÀÀÕ«ÌÊÀÊvÀ>Õ`]ÊÌ iÊ>ÀiÌÊÌi`ÃÊÌÊ
ÃiÛiÀiÞÊ«ÕÃ Ê>ÞÊÃÌ>iÃ°Ê
ÊÜÕ`ÊÃ>ÞÊÌ iÊ>ÀiÌÊ«>VÌ]ÊÀi>Ìi`ÊÌÊVÀ«À>ÌiÊ
}ÛiÀ>ViÊÃÃÕiÃÊÊiiÀ}}Ê>ÀiÌÊV«>iÃ]ÊÃÊ
ÕV Ê}Ài>ÌiÀÊÊÌiÀÃÊvÊ>}ÌÕ`iÊ>`ÊÛ>ÌÌÞÊV
«>Ài`ÊÌÊÌ iÀÊ`iÛi«i`Ê>ÀiÌÊ«iiÀÃ°ÊÊÌ iÊ>LÃiViÊ
vÊ>Ê>ÌÕÀiÊÀi}Õ>ÌÀÞÊiÛÀiÌ]ÊÌÀ>Ã«>ÀiVÞÊ>`Ê
ÌÀÕÃÌÊ>ÀiÊ«>À>ÕÌ°
`iÀ>ÌÀ\Ê ÀiÊ «i«iÊ ÃÌÊ }}Ê ÌÊ ÃÌVÊ ÌÊ Ì iÀÊ
«ÀV«iÃÊÀÊ>ÀiÊÌ iÞÊ}}ÊÌÊ}iÌÊV>Õ} ÌÊÕ«ÊÊÌ iÊ
iÝÕLiÀ>ViÊvÊÀiÌÕÀÃÊvÊÜiÊÃiiÊ>ÊÃÕÃÌ>i`Ê>ÀiÌÊ
À>Þ¶

iÀ}i\Ê ÕÀÌ iÀÊÌÊÌ >ÌÊ«Ì]ÊÌ iÊ}ÌiÀÊ`iÛi«iÌ
}>ÃÊvÊ >ÊÃ Õ`ÊÃÌÀ>Ìi}V>ÞÊ>}ÊÜÌ ÊiÛÀiÌ>Ê
ÃÕÃÌ>>LÌÞ°Ê/ iÞÊ>ÀiÊiÌÊ«ÀÌiÀÃÊvÊ>ÌÕÀ>ÊÀiÃÕÀViÃÊ
ÃÊivwÊViVÞÊÃ Õ`ÊLiÊ«>À>ÕÌ]Ê>}ÊÌ iÊ«ÀV«iÃÊ
vÊÃÕÃÌ>>LÌÞÊ>Ê>ÌÕÀ>ÊwÊÌÊÊiiÀ}}Ê>ÀiÌÃ°Ê
/ iÊ}ÛiÀ>ViÊ>`ÊÃV>Ê>Ã«iVÌÃÊvÊÃÕÃÌ>>LÌÞÊ
>ÀiÊÌ iÊVi>ÀÊ>Ài>ÃÊÜ V ÊV>ÊLiÊ`iÛi«i`ÊvÕÀÌ iÀ°Ê7Ì Ê
ÕÌ>Ì>ÊV«>iÃ]ÊÜiÊV>Ê«ÕÃ ÊvÀÊ}Ài>ÌiÀÊÌÀ>Ã
«>ÀiVÞÊ>`Ê>VVÕÌ>LÌÞÊÊÌ iÃiÊÀi}Ã°Ê
vvÀ`\Ê ÕÃÌÊÊÌiÀÃÊvÊÌ iÊLÀ>`iÀÊ

iÃiÊVÌiÝÌÊ
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4ĦĤĥĒĚğĒēĝĖ*ğħĖĤĥĚğĘ
>ÊÀÕ`Ì>LiÊ`ÃVÕÃÃÊ

>`ÊiµÕÌÞÊ>`ÊVÃ`iÀ}Ê>ÃÊ>ÞÊÀÃÃÊ>ÃÊ«ÃÃLi]Ê
wÊ>V>Ê>`ÊiÝÌÀ>wÊ>V>]ÊiiÌÃÊÕÀÊ>`>ÌiÊÌÊ
`i«ÞÊ>ÊÀi>Ã>LiÊi>ÃÊÌÊii«ÊÕÀÊViÌÃ½ÊV>«
Ì>Ê«ÀÌiVÌi`Ê>`ÊÌ iÀÊÌiÀiÃÌÃÊÃiÀÛi`°ÊÊLiiÛiÊÌ >ÌÊ
iVÕÀ>}}Ê}`Ê -Ê«iÀvÀ>ViÊÊÌ iÊV«>iÃÊ
>`Ê>ÀiÌÃÊÊÜ V ÊÜiÊÛiÃÌÊÜÊ>Ü>ÞÃÊLiÊ>ÊÀi>
Ãi`Ê>`ÊÀi>Ã>LiÊÃÌÀ>Ìi}ÞÊvÀÊLV °

iÀ}i\Ê vÊÜiÊiÛiÀÊ`Ê}ÊL>VÊÌÊ>ÞÌ }ÊÀiÃiL}ÊÌ i
À>À}Ê½äÃ]ÊÃÃÕiÃÊÀi>Ìi`ÊÌÊÀ>«`ÊÕÀL>â>ÌÊ>`Ê
VÀi>Ãi`Ê>ÌÕÀ>ÊÀiÃÕÀViÊVÃÕ«ÌÊÜÊLiÊVÀÌV>°Ê
Ê>ÊiVVÊiÛÀiÌÊÜ iÀiÊÊ>`ÊL>ÃiÊiÌ>Ê
«ÀViÃÊ>ÀiÊÃ}wÊV>ÌÞÊ } iÀÊÌ >ÊÌ iÞÊ>ÀiÊÌ`>Þ]ÊÌ iÀiÊ
ÜÊLiÊÀi>Ê>`ÊÌ>}LiÊwÊ>V>ÊLiiwÊÌÃÊvÊLi}ÊÀiÊ
ivwÊViÌ°Ê1Ì>ÌiÞ]ÊÌ >ÌÊÜÊLiÊ>Ê}Ài>ÌÊ`ÀÛiÀÊvÊ -°
``Ì>Þ]ÊVi>ÊÌiV }ÞÊLiViÃÊÌ >ÌÊÕV Ê
ÀiÊ«ÀÌ>ÌÊÊ>ÊÜÀ`ÊÜÌ ÊÌ} ÌÊ>ÌÕÀ>ÊÀiÃÕÀViÊ
ÃÕ««iÃ°
/ iÊvÕ`>iÌ>Ê«ÀV«iÃÊvÊÃÕÃÌ>>LÌÞÊ>ÀiÊÛiÀÞÊ
>}i`ÊÜÌ Ê>Ê}ÀÜ}Ê}L>ÊiVÞ°
>ÕÌ iÀ\Ê ÊÜÕ`ÊiÊÌÊÌ ÊÌ >ÌÊÌ iÊ«ÀViÊvÊV>ÀL
>`ÊÌ iÊV>ÀLÊ>ÀiÌÊÃÊLiV}Ê>ÌÕÀiÊiÕ} ÊÌ >ÌÊ
ÌÊÃÊÌÊ}}ÊÌÊ`Ã>««i>À°Ê iÃ«ÌiÊ>ÊiVVÊÀiVÛ
iÀÞÊÀÊiÛiÊ>ÊL]ÊÌ iÊV>ÀLÊ>ÀiÌÊÃÊÃÌÊÌ iÀiÊ>`Ê
Ì iÀiÊ>ÀiÊ««ÀÌÕÌiÃÊÊÌ iÊV>ÀLÊ>ÀiÌ°Ê/ iÀiÊ>ÀiÊ
««ÀÌÕÌiÃÊvÀÊV«>iÃÊÌÊ}>ÊivwÊViVÞÊ>`ÊÌ iÀiÊ
>ÀiÊ««ÀÌÕÌiÃÊvÀÊwÊ>V>Ê>ÀiÌÃÊÌÊ>iÊiÞÊ
ÊÌ iÊV>ÀLÊ>ÀiÌÃ°Ê/ ÃiÊ««ÀÌÕÌiÃÊ>ÀiÊÜiÊ
iÕ} ÊÊ«>Vi°Ê/ iÞÊ>ÀiÊÌÊÕÃÌÊ}}ÊÌÊÛ>Ã °

vvÀ`\Ê ÊV>ÌÊÃiiÊÌ ÃÊÃÜ}Ê`ÜÊ>ÌÊ>Ê>ÃÊÌ iÀi
ÜÊ>Ü>ÞÃÊLiÊVÞViÃ°Ê,i>ÞÊÌ iÊµÕiÃÌÊqÊvÀÊi>V Ê
VÞVi]ÊvÀÊi>V ÊLÊ>`ÊLÕÃÌ]ÊÌÊÌ iÊiÝÌÊiÊqÊÃÊ
`ÊÜiÊi>ÀÊÃiÌ }°ÊvÊÌ ÃÊii«ÃÊ}}Ê>ÌÊÌ iÊ«>ViÊ
ÌÊÃÊ}}]Ê>`ÊÜiÊ >ÛiÊÌÊLiÊÀi>ÃÌV]ÊÜiÊÃÌÊ >ÛiÊ>Ê
}ÊÜ>ÞÊÌÊ}]ÊvÊÜiÊ`Ê >ÛiÊÌ ÃÊÌÞ«iÊvÊ>VÌÛÌÞÊÀi>ÞÊ
LiViÊ>ÃÌÀi>]ÊÌ iÊiÝÌÊLÊÜÊLiÊÃ} ÌÞÊ
iÃÃÊÃiÛiÀiÊ«iÀ >«ÃÊÀÊViÀÌ>ÞÊÌ iÊV«>iÃÊÜÊLiÊ
Ü>ÌV i`ÊÕV ÊÀiÊV>ÀivÕÞÊÌ >Ê«iÀ >«ÃÊÊ«ÀiÛÕÃÊ
ÌiÃ°
`iÀ>ÌÀ\Ê 7 >ÌÊ >ÀiÊ Ì iÊ iÞÊ Ì>i>Ü>ÞÃÊ vÀÊ
Ì`>Þ½ÃÊ`ÃVÕÃÃ¶
iÀ}i\Ê "Ê>Ê«ÃÌÛiÊÌi]ÊÌÊÃÊ}Ài>ÌÊÌÊ i>ÀÊÌ >ÌÊÌ iÀi
>ÀiÊÃÊ>ÞÊÃ«ÃÀÃÊÛ}ÊÊÌ iÊÀ} ÌÊ`ÀiVÌÊ>`]Ê
ÕÌ>ÌiÞ]ÊÌÊÃÊÌ iÊÜi} ÌÊvÊ>ÊvÊÕÃÊÛ}ÊÌ}iÌ iÀÊ
Ì >ÌÊ}iÌÃÊÕÃÊÌÊÌ >ÌÊÌ««}Ê«ÌÊÌ >ÌÊ>ÝiÊÜ>ÃÊÀiviÀ
À}ÊÌ°ÊÌÊÀi>ÞÊÃÊÕÃÌÊ >Û}ÊiÛiÀÞÌ }ÊÊÌ iÊÀ>`>À°Ê
/ >ÌÊÃÊÜ >ÌÊ}ÛiÃÊiÊ>ÊÌÊvÊVvÀÌ]ÊÜi½ÀiÊÛ}ÊÊ>Ê
`ÀiVÌÊÌ >ÌÊÜÊi>LiÊ}Ài>ÌiÀÊÌÀ>Ã«>ÀiVÞ°Ê
vvÀ`\Ê 7iÊ >ÛiÊÌÊÀiV}âiÊ ÜÊv>ÀÊÌ iÀiÊÃÊÃÌÊÌÊ}°
Ê7 iÊÜiÊ`ÊÌ>ÊÌÊ«i«i]ÊÜ iÌ iÀÊÌÊÃÊvÕ`ÃÊÊ >Ê
ÀÊiÛiÊÌÀ>`Ì>Ê>ÃÃiÌÊ>>}iÀÃÊÊÌ iÊ1Ìi`Ê-Ì>ÌiÃ]Ê
Ì iÞÊÃÌÊ >ÛiÊÊ`i>ÊqÊÀÊ >ÛiÊ>ÊÛiÀÞÊÃiÌV ÞÊ`i>Ê
qÊ>LÕÌÊÌ iÊVÛiÀÃ>ÌÊÌ >ÌÊÜiÊ >ÛiÊÕÃÌÊ >`°Ê/ iÞÊ
Ì ÊÌÊÃÊÃÌÊ>LÕÌÊiÌ V>ÊÃVÀii}Ê>`ÊÞÕÊ>ÀiÊiÌ iÀÊ
>ÊÀi>ÊÛiÃÌÀÊÀÊÞÕÊ>ÀiÊ>ÊiÌ V>ÊÛiÃÌÀÊ`}ÊÌÊvÀÊ
ÃV>ÊÀÊ«ÌV>ÊÀi>ÃÃ°Ê
/ ÃÊVÛiÀÃ>ÌÊÃÊÃÌÊÛiÀÞ]ÊÛiÀÞÊiÜÊÌÊ>ÞÊ>
ÃÌÀi>ÊÛiÃÌÀÃ°Ê

iviÀ\Ê ÊV>ÌÊÃ«i>ÊvÀÊÌ iÊ`ÕÃÌÀÞ]ÊLÕÌÊÊÜÊ>ÌÊÌ Ã
«ÌÊÊLV ½ÃÊiÛÕÌ]ÊÜiÊViÀÌ>ÞÊÜÕ`ÊiÛiÀÊ}Ê
ÌÊ>Ê«ÀwÊÌ>Ì>ÞVÃÌÊiÌ>ÌÞ°Ê/ iÊ`i>ÃÊvÊ«ÀÃ«iÀÌÞÊ

7iÊÛÌiÊÞÕÊÌÊi>ÀÊÀiÊ>LÕÌÊ ÜÊÕÀÊ«À`ÕVÌÃÊ>`ÊÃiÀÛViÃÊV>Ê i«ÊÞÕÊiiÌÊÞÕÀÊÃ«iVwÊVÊÛiÃÌiÌÊii`Ã°
*i>ÃiÊÛÃÌÊÕÃÊ>ÌÊÜÜÜ°Ì`>ÃÌÌÕÌ>°VÊÀÊÌÊÃ«i>ÊÌÊ>ÊiLiÀÊvÊÕÀÊÌi>ÊvÊÃ«iV>ÃÌÃ]ÊVÌ>VÌÊÕÃÊ>Ì\
/ii« i\Ê£nnnnÎ{ÈÎÎÊ Ê Ê

>\ÊÃÌ°vJÌ`>°V

/ iÊÃÌ>ÌiiÌÃÊVÌ>i`Ê iÀiÊ>ÀiÊL>Ãi`ÊÊ>ÌiÀ>ÊLiiÛi`ÊÌÊLiÊÀi>Li°Ê7 iÀiÊÃÕV ÊÃÌ>ÌiiÌÃÊ>ÀiÊL>Ãi`ÊÊÜ iÊÀÊÊ«>ÀÌÊÊvÀ>ÌÊ«ÀÛ`i`ÊLÞÊÌ À`Ê
«>ÀÌiÃ]ÊÌ iÞÊ>ÀiÊÌÊ}Õ>À>Ìii`ÊÌÊLiÊ>VVÕÀ>ÌiÊÀÊV«iÌi°Ê/ iÊvÀ>ÌÊ`iÃÊÌÊ«ÀÛ`iÊ`Û`Õ>ÊwÊ>V>]Êi}>]ÊÌ>ÝÊÀÊÛiÃÌiÌÊ>`ÛViÊ>`ÊÃÊvÀÊvÀ>ÌÊ
«ÕÀ«ÃiÃÊÞ°ÊÀ>« ÃÊ>`ÊV >ÀÌÃÊ>ÀiÊÕÃi`ÊvÀÊÕÃÌÀ>ÌÛiÊ«ÕÀ«ÃiÃÊÞÊ>`Ê`ÊÌÊÀiyÊiVÌÊvÕÌÕÀiÊÛ>ÕiÃÊÀÊV >}iÃ°Ê*>ÃÌÊ«iÀvÀ>ViÊÃÊÌÊ`V>ÌÛiÊvÊvÕÌÕÀiÊÀiÌÕÀÃ°Ê
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hh, the good old days when employee benefits were simple – one plan for all, modest utilization of a limited range of benefit
options, and a relatively low payroll cost.
Today the scene is different. Costs continue to rise
at a rate well above inflation. As well, employee attitudes have changed and they have a greater awareness of their entitlement. Costs are also increasing as
the workforce ages and people live longer and incur
a higher incidence of chronic health issues.
Benefit costs are no longer a minor consideration. They now account for eight per cent or more
of payroll. Senior management is very aware of this
increasing expense and is renewing its focus on cost
management. The challenge is to achieve a competitive yet affordable plan.
Healthcare Cost Trends
The annual utilization and cost factors for health and
dental plans are growing at three to five times the cost
of inflation, or eight to 10 per cent. Prescription drugs
continue to be the largest single expense in healthcare
plans, running at 65 per cent to 75 per cent of total
claims costs. Paramedical claims, which accounted for
10 per cent to 12 per cent of claims in the past, are now

as being short term and didn’t want to take action
that could impact the attraction and retention of
employees. One of the most common cost-cutting
trends, considered by 63 per cent of survey respondents, is asking employees to contribute more to the
costs of benefits programs.
Perhaps the biggest surprise in the survey is the
69 per cent who said they were likely to invest in
wellness programs. There are a number of reasons
for this including concern about their employees,
hoping wellness initiatives will help reduce claim
costs, and sending employees a message that they
need to take more responsibility for their own health
and for the cost of benefits.
Active Plan Management
Costs can be contained through active plan management. This involves understanding what is in
the premium, benchmarking your plan, applying a
strategic framework for managing costs, and implementing innovative cost containment measures.
The bulk of the premiums paid for group benefits cover the cost of disability, dental, vision, drug,
and paramedical claims. Claims costs are a function
of the plan design. The coverage offered under the

Doing More With Less
approaching 20 per
cent in some plans. At
the same time, disability claims are escalating due to an aging
workforce. Steady
increases in healthcare are simply not
sustainable for many
organizations, driving
them to find new cost
reduction strategies.
Employers are not
the only ones struggling
with rising costs. The
Canadian Institute for
Health
Information
says governments are
facing projections that
public spending per capita
will double in 10 years from $5,500 per
person in 2009 to $11,000 per person in 2019.
Government downloading of costs to individuals is a growing trend and those who have
employer-provided benefit plans look to their
employer to pick up the cost.
What Are Others Doing?
The ‘2009 Mercer Leading through
Unprecedented Times’ survey shows that 72 per
cent of employers planned to address the drivers
of healthcare cost increases, instead of making
plan design changes or reducing plan benefits.
Many viewed the current economic conditions
Benefits and Pensions Monitor – September 2010

plan and the cost sharing arrangement between
employees and employer
directly impact the cost of
claims. Non-claims costs
are the cost of operating
the plan and account for
10 to 20 per cent of the
total premium.
Benchmarking is crucial to making sound
decisions on design, expenditures, and the overall
competitiveness of the plan.
Data on cost drivers such
as drug utilization, EAP
usage, and disability statistics needs to be examined to
understand what is driving
cost increases. Non-claims costs should
also be reviewed to ensure the costs paid
to insurers are appropriate and competitive. Determine where the plan
stands relative to specific segments
of the market and adjust it to meet
new targets.

Healthcare
By: Brian
Lindenberg

Management Strategies
A successful plan design
reflects your organization’s corporate strategy, culture, and values.
It is based on affordability, cost
sharing, flexibility for employees,
and an understanding that the
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benefits plan is one component of the total
rewards package offered by the employer.
Each potential cost management change
to the plan needs to be evaluated and weighed
based on the effect it will have on costs, the
impact it will have on the employees, and
the ease of implementing the change. Any
change made to the plan will have repercussions, whether the impact is broad-based
and felt across the organization, or specific
to segments of the employee population.
Changes can be perceived as a take-away,
or a reduction in the value of the plan, and
employee retention must be considered. If
the workforce is unionized, any changes
can only be negotiated periodically.
Market The Benefit Plan
In some situations, it may be desirable
to test the value of switching vendors or
improving plan performance guarantees.
The insurance marketplace is competitive and it may be possible to find a better arrangement. However, rate shopping
alone is not necessarily the only reason to
market the plan. If service to employees is
unacceptable, or cost savings can be found
in the operating costs, or if the plan design
you want is not available from your current
vendor, then marketing the plan to other
vendors should be considered.
Switching vendors affects the entire

Understanding Where Your Healthcare Dollars Go
DISTRIBUTION OF BENEFIT COSTS
LTD 17%

Life & AD&D 10%

STD 5%

Dental 23%

Health Care 45%

Today, paramedical costs – chiropractic, massage, physiotherapy, and psychological services
– account for an average of 16 per cent of total healthcare costs. The number of plan members claiming paramedical expenses and the average amount claimed per person are both increasing.
Similarly, with drug plans costs, there are a higher number of claimants making increasingly
expensive claims.
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employee base, with a medium degree of
disruption and financial impact.
Consider Cost Sharing
Cost sharing can be approached by
charging higher premium costs to plan participants or by setting contributions to the
employee’s earnings level or family status.
An alternative method of cost sharing is to
introduce co-pays. This engages employees
to make conscious choices at the point of
delivery of the service. However, all cost
sharing strategies have a broad impact
across the employee population and bring a
high degree of disruption.
Cost savings can be achieved when flexible benefits plans are introduced as they
enable employers to cap benefits expenditures. Employers can set the limit of what
they can afford and are willing to contribute to the plan. Employees can purchase
upgrades through flex credits or a healthcare
spending account. Employees are required
to contribute to the plan and, in exchange,
they can make some of their own coverage
choices. Flexible benefit programs can be
more difficult to administer and communicate and these additional costs need to be
considered in any plan design decision.
Drug plan cost increases can be off-set
by introducing dispensing fee caps and
deductibles. Drug formularies, or restricted

lists of the drugs that are eligible for reimbursement, are also effective cost cutters.
The impact on employees of drug plan cost
management changes is very broad and
brings a high degree of disruption. The cost
savings potential is very high.
Becoming Better Consumers
Cost sharing strategies are popular
methods of helping employees better understand the cost of their healthcare spending
choices. It’s not just about cutting costs, it
requires giving employees the information
and tools to help them understand treatment
options and the related price tag. The premise is that when employees pay a portion
of the cost of a prescription, for example,
and when they have the knowledge to make
decisions, their behaviour changes and they
become more effective consumers.
Once the cost-saving solutions are evaluated and prioritized, the next step is to communicate and implement the change.
Communicating Change
The importance of communicating to
employees is often undervalued and overlooked. Employees need to understand the
value of their total compensation, including
benefits. Consider preparing total compensation statements showing the employees’ base and variable pay, group benefits,
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optional benefits, retirement benefits, and
government sponsored benefits. There is an
opportunity to build the employment brand
as benefits are a valued element in the total
rewards package.
Employers need to let plan participants
know that they cannot afford to pay the
entire cost of benefits. Many employees do
not understand that group plans are not covered by insurance, but rather represent a real
cost that must be paid by the employer.
Some things about the future are known.
Steady increases in healthcare costs are simply not sustainable. Cost shifting from governments will continue as they are forced to
ramp up cost management strategies. Plan
cost drivers require analysis to understand
the present state and future costs. At the same
time, our culture of entitlement makes it difficult for employers to cut back on benefits.
The traditional view of benefits is no longer appropriate. Benefits must be presented
to employees within the broader context of
total compensation. Ultimately, the ongoing
viability of benefits plans will depend upon
the active plan management of long-term
cost control measures.
■
Brian Lindenberg is a senior
partner with Mercer’s health
and benefits business (brian.
lindenberg@mercer.com).
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CONFERENCES
‘Thinking Organizations … Succeed’ is the theme of the Health Work
& Wellness Conference 2010. It takes place September 29 to October
2 in Vancouver, BC. Visit: http://www.healthworkandwellness.com/
Mitch S. Frazer, a partner at Torys LLP, and William Kyle, senior vicepresident, group retirement services, at the Great-West Life Assurance
Company, will be among the featured speakers at the ‘29th Annual
ISCEBS Employee Benefits Symposium.’ Frazer will present a legislative update, and Kyle will look at the strength of CAPs in Canada’s
retirement market. It takes place October 3 to 6 in Charlotte, NC. Visit:
www.iscebs.org/symposium
A ‘Canadian Economic Overview’ will be the closing feature presentation at the CPBI 2010 Ontario regional conference. This year’s
program will offer workshops in the three disciplines of pensions,
benefits, and investments. It takes place October 4 to 6 in Niagaraon-the-Lake, ON. Visit: http://www.cpbi-icra.ca/
The Conference Board of Canada will release three research reports at
its ‘Benefits Summit 2010!’ These reports will act as the foundation
for the event that promises a comprehensive view of benefits trends
and best practices, including how to use wellness programs to reduce
costs and attract talent. It takes place October 27 in Toronto, ON. Visit:
http://www.conferenceboard.ca/conf/10-0189/default.aspx
‘Benefits Over The Coming Decade’ will be examined at the ‘2010
CPBI Western Regional Conference.’ Dr. Jack Mintz, Palmer chair
in public policy at the University of Calgary, will present his views
for the development of pensions and benefits over the next decade. It
takes place October 27 to 29 in Banff, AB. Theme of the conference
is ‘Conquering New Peaks.’ Visit: http://www.cpbi-icra.ca/
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Russell Investments Canada

APPOINTMENT NOTICE
David Feather, President and Managing Director of Russell Investments Canada Limited (Russell
Canada) is pleased to announce that
John Formusa has been appointed
Director of Institutional Investment
Solutions for Russell Canada.
Mr. Formusa joins Russell with a
track record of success in manJOHN FORMUSA aging institutional investments,
Director of Institutional
investment portfolio construction
Investment Solutions
and management, governance and
consulting. He will be responsible for supporting the services offered to Canadian plan sponsors and other institutional investors on an array of investment strategies
and solutions.
Russell Investments is a global financial services firm that
serves institutional investors, financial professionals and
individuals in more than 40 countries. Russell Canada
was recently named the #1 fastest growing money manager in Benefit Canada’s 2010 Top 40 Money Managers
Report.
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he search for people to blame for the
creation, and subsequent bursting, of
the financial bubble continues. The large
price swings in many capital markets, and
especially the oil market in the past few years, have
come to the attention of market regulators across
the globe. Their rhetoric is often focused on punishing speculators or taming unregulated derivatives which must be causing this price volatility
and movement of prices away from their natural, or
fundamental, level.
The reality, though, is that price volatility is much
more complex than many would think and is not easily attributable to villainous speculators, as two new
pieces of research show.
The first piece comes from Hilary Till (who was
the first to release a study a few years ago on the
Amaranth hedge fund blow up, showing the extreme
positions taken by the fund). In ‘Has There Been
Excessive Speculation in the U.S. Oil Futures Markets?,’ from the EDHEC-Risk Institute in France, she
uses newly-released, fine-level data from the U.S.
Commodity Futures Trading Commission (CFTC)
to see whether there is more speculation than is
required to meet the needs of commercial hedgers.

speculators (again, relative to hedgers), this was still
well within historic ranges.
A broader analysis of 12 markets is found in a just
released draft report from the Organization for Economic Co-operation and Development (OECD), titled
‘Speculation and Financial Fund Activity,’ by Scott
Irwin and Dwight Sanders. The authors note that
capital inflows into long–only commodity index funds
from pension plans and endowments seeking non-correlated assets did increase dramatically recently, all at
a time of sharply rising and falling commodity prices
in world markets. It might seem natural to assume that
the size of these speculative funds would overwhelm
the true function of supply and demand driven markets
that the funds invested in.
However, proving that the actions of these speculators have driven up the prices in the underlying
markets has been very difficult. In reviewing the
literature, Irwin and Sanders note that the strongest
results come from one study which found some relationship between index fund speculators and price
movements in only three of seven markets and concluded that the maximum impact of such indexing
was a price increase of 15 per cent in the oil market
– well under the 100 per cent increase in the price

What Causes Market Volatility?
The Back
Page
By: Jim Helik
Jim Helik is a
contributing author
to the Managing
High Net Worth and
the Commodities As
Investments courses
published by CSI
Global Education.
He also teaches at the
School of Business,
Ryerson University
in Toronto, ON.
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A Need For Speculators
Till makes an important point about speculators
in financial markets. There is a vital role for speculators in that there might not always be a perfect
balance between long and short commercial hedgers in any marketplace. Speculators are needed to
bring the balance to the market. Thus, the goal is not
one of producing a
market of ‘no speculators,’ but finding
if the number of
speculators relative
to hedgers has created an unbalanced
market. If there are
too many speculators, the result is
a market mostly
made up of speculators trading with
other
speculators,
leading to increased
volatility, and calling into question the
legitimate need for
futures markets as a
place for participants to hedge their risks.
Using the historical agricultural futures market as
a guide to the adequacy or over-abundance of speculation, Till found that the oil markets were generally
well within this historic benchmark and that there
was no evidence of “excessive speculation.” While
there were some times (such as the summer of 2007
to 2008) when oil markets were dominated more by

move of oil recorded in that year. Many other studies
have found no impact from speculators at all.
Isolated Instances
Using the same dataset as Hill, except across more
markets, Irwin and Sanders could not find any convincing relationship between the positions of speculative index traders
and market returns.
There were some few
isolated instances in
individual markets for
some particular time
periods (corn and
feeder cattle markets
among others), but
nothing significant
over the entire study
period (June 2006 to
December 2009).
These studies leave
unanswered the key
question of what has
been the cause behind
recent market volatility. We don’t know
what has caused rapid price increases, but we do know
what didn’t cause this – the action of speculators in the
market. In fact, Irwin and Sanders found that increasing long positions of index traders actually lead to
lower market volatility in the markets studied.
As Till noted, you need speculators and their activities
to have a well functioning market. So if you are looking
for villains to blame, you will have to keep looking. ■
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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
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