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EDITORIAL MESSAGE - Sergio Simone

Happy New Year to everyone! It's that time of year to spend a little time
reflecting on the previous year and a lot of time pondering the coming year.
It's early in the year and a great time to consider the investment mistakes
you may have made and how you are going to avoid them in 2016. I'm
going to kick this off with my own top personal resolutions for 2016.

CHART OF THE MONTH
VALUE OF REBALANCING

THE MILLENNIAL SERIES -
DEBT - Chapter 2
-by Ryan Simone

1. | will not trade against the Trend.

2. 1 will not overweight in under-performing positions

3. 1 will control when | Sell instead of waiting until | have to

4. | can't control the stock market so | will make every effort to understand
what the stock market is trying to tell me

5. I will learn to take losses quickly, and | will not expect to be right all the time, and most importantly |
will learn from my mistakes

6. | will not think that | can consistently buy at the bottom or sell at the top. This is impossible.

7. 1 will remain objective and have no preconceived ideas or prejudices when researching various
investment solutions.

8. I will never fall in love with a position but instead remain vigilant in managing risk and expectations.

LIFE INSURANCE REVISITED
-by Kristina de Souza

PAY YOURSELF FIRST
-by Angela Calandra

"IN THE SPOTLIGHT"
MACKENZIE DIVERSIFIED
ALTERNATIVES FUND

As | attempt to stick to my resolutions, | have some that you, the investor may want to undertake.

1. GIVE YOUR PORTFOLIO A TUNEUP. Now is a great time to meet with your advisor to review and
discuss your portfolio’s holdings and performance and to determine if your Know Your Client form is
current and still reflects your investment attitudes.

2. MAXIMIZE RETIREMENT CONTRIBUTIONS. According to the PWC Employee Financial Wellness
Survey 2015, only 43% of Canadians feel they will be in a financial position to retire when they want. If
available, take advantage of your employer’s retirement plan to help you grow your retirement nest egg
and don't forget to top up your TFSA and your RRSP.

3. MANAGE RISK IN YOUR PORTFOLIO. By spreading your portfolio across a number of different
asset classes and sectors, it is possible to mitigate your risk level. Different asset classes will rise and
fall at different times, and so by investing across a number of classes (rather than putting everything
into one) you are able to provide balance to your investment portfolio, reducing both risk and volatility.
4. USE YOUR FINANCIAL ADVISORS. If you are an experienced securities analyst who knows their

2016 OUTLOOK way around balance sheets and income statements, by all means pick from among the 10,000 stocks
worldwide based upon your expertise. On the other hand, most investors should realize there are
NAVIGATING thousands of people armed with more experience and more computing power and more timely
RISK IN A YEAR information than you have. Winning the investment game is difficult enough for the experts; for the
OF CHANGE armchair investor, winning is largely just a matter of luck, which is generally unsustainable. If you want

to play this game, best to let the veteran experts play for you. | suggest you deal with someone you
agree with, someone that has the same philosophy and temperament you do.

6. IGNORE PAST PERFORMANCE. | have been in the investment business for more than 35 years,
and have learned that no two years are exactly alike. Regardless of what has occurred in the past, this
time the circumstances are different and should be handled as a "one of" situation. If you think there is
some "special system" that will guarantee results, then you are doomed.

7. UNDERSTAND THE DIFFERENCE BETWEEN COST AND VALUE. Fees should be a low
consideration factor when deciding on which Mutual Fund to invest in. Some managers charge higher
fees because they have higher overhead due to larger research departments, more trading, or the use
of risk mitigation tools like derivatives, shorting or hedging instruments. Unless you are comparing two
funds that are managed in identical fashion, pay more attention to the net returns the manager has
managed to earn and the amount of risk he/she has applied to earn those returns. The bottom line for
I me is that | would rather invest in a fund where | pay a 3% annual fee to a manager who has averaged

CLICK

CREDIT SUISSE
INVESTMENT
OUTLOOK 2016

8% per year net return with reasonable volatility than to invest in a fund earning an average 5% net
return with the same volatility levels and a 1% annual fee. It just may be worth paying a higher fee for
exceptionally higher skill levels and value.
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Your portfolio will likely need to be
rebalanced over time due to the fact that
better performing investments will take up
more room and under performing
investments will take up less. When this
occurs it is time to meet with your adviser to
take another look at risk and reward.

The process is quite simple. Re-determine
your investment goals and the appropriate
blend of investments that will increase the
probability of achieving those goals. Once
this is completed, determine where your
allocations have shifted and start
rebalancing. This may also be the time to
consider out right adding or removing
various exposures. For example, it may have
been a good idea to be exposed to a
particular specialty fund, say resources, but
now they are unfavorable.

It may also be time to reduce exposure in a sector that has done exceptionally well. For example, the
health care sector has experienced exceptional performance over the last few years. This may have

caused an overweighting in a particular asset class in your portfolio. Consideration should be given to
CLICK re-allocating some of these gains to other asset classes and bringing this particular sector back in line
and not being overexposed to one particular industry.

One of the hazards of re-balancing is that you may incur taxes that can quickly eat into your gains. The

traditional thinking around re-balancing is to sell the winners and buy the losers. This is not necessarily

RETIREMENT the right approach. Sometimes it is wiser to sell the losers and take advantage of capital losses and let
the winners run. This is all a personal preference and it is critical that whatever you decide to do, that it
INCOME VIA falls in line with your risk/reward expectations. Re-balancing is all about controlling risk. It is making sure
ANNUITIES: you are not overly exposed to one asset class or industry which often go in and out of favor.

PROS AND CONS

BOOK OF THE MONTH
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THE GREAT REBALANCING - by Michael Pettis

China’s economic growth is sputtering, the Euro is under threat,
and the United States is combating serious trade disadvantages.
Another Great Depression? Not quite. Noted economist and
China expert Michael Pettis argues instead that we are
undergoing a critical re-balancing of the world economies.
Debunking popular misconceptions, Pettis shows that severe
trade imbalances spurred on the recent financial crisis and were
the result of unfortunate policies that distorted the savings and
consumption patterns of certain nations. Pettis examines the
reasons behind these destabilizing policies, and he predicts
severe economic dislocations that will have long-lasting effects.

Demonstrating how economic policies can carry negative
repercussions the world over, The Great Rebalancing sheds
urgent light on our globally linked economic future.

BIGGEST 2016

QUOTE OF THE MONTH
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“It's tough to make predictions, especially about the future.” - Yogi Berra
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THE MILLENNIAL SERIES - CHAPTER 2
DEBT

by Ryan C. Simone B.A. Hon., M.A.

Growing up | was regularly reminded by my teachers, parents, and any
“adult” who had my ear, that getting an education was the key to future
employment. These people had the foresight to know that a good
education was the extra edge needed in the future job market. And the
higher the education, the better one’s options. During the 80s and 90s,
this reminder about higher education was served as not only a suggestion
but a warning to myself and many other millennials who went on to

(| 9

achieve undergraduate and graduate degrees. This, in part, has created what is now considered the
savviest, best-educated generation to date. Now here’s the bad news: higher education is expensive,
and the average earnings of adults aged 18-34 between 2009 and 2013 was at its lowest since 1980.
Couple this with the idea that the average home price in Canada is $453,560 nationally (pretty
expensive for a first time home buyer starting a career) and you end up with a generation that, simply
put, is entering their best earning years under massive personal debt.

Not only are millennials carrying debt, studies show that they are also struggling with it. Student loans
are the biggest challenge for millennials. To put it into perspective, 34% of millennials with an annual
household income of $75,000 doubt they will be able to repay student loans. This is troublesome
because millennials making $75,000 plus are considered higher-income earners who bring in four
times the poverty level for a standard household of three. A greater number of lower-income earners
under $75,000 have an even higher concern over debt repayment. Moreover, even several years
after college, the percentage of those worried about repaying student loans remains high. Fifty-four
percent of millennials who are over age 30 and have student loans are worried about repaying them.
Short-term debt from such things as credit cards and monthly expenses do not fair much better when
it comes to the millennials. For example, more than 50% of millennials say that in the last 12 months
they’ve carried over a balance on their credit card resulting in interest charges. Credit cards are
problematic when we look at the numbers over the last 12 months: 22% charged late fees, 13%
charged over-the-limit fees, and 14% charged fees on cash advances.

The big problem with unmanageable long and short term debt is that it tends to grow rather than

shrink. Millennials end up caught in a viscous and
precarious cycle of trying to pay down debt while it slowly
goes to pay off debt increasgs. This is most obviously seen in the growing _
- A " popularity of payday loan centers that have been showing up
education expenses | loan | debt in greater numbers throughout the GTA. Through these
9% y» types of alternative financial services, millennials are building
' up short-term debt in an attempt to reduce long-term debt.
Studies show that roughly two out of five millennials rely on
services like payday loans, auto title loans, rent-to-own
loans, and tax-refund advances. The surprising part is that a
quarter of this group are the higher earning $75,000 and up
millennials.

Most of millennials’ income

Carrying this kind of debt will hurt this generation into the
future, and unfortunately, despite being so highly educated,
remaminginome - MillENNials are simply not prepared for this type of financial
ater (ot engagement. Data shows that only 8% of millennials could
Creditcards.com  correctly answer five questions used to assess under-

Credit I:alllfp'ersunal loan debt

Source: Harris Poll for Wells Fargo Retirement
Communications and WBR Market Intelligence

standing of the fundamental concepts that define financial literacy. The sad truth is that for all the
education millennials gained, very little dealt with the fundamentals of money management. It's a
precarious position for any generational group to be caught in. On the one hand, these are the

absolute best years (one’s 20s and 30s) to start investing and saving for the future. On the other

hand, millennials’ investment potential can be delayed over many years by tremendous personal
debt. This will certainly have far reaching impacts on Canada’s economic future.

Behavioral differences between generations may also account for some of the problems faced by
millennials. According to a 2014 study by asset management firm, BlackRock, millennials spend
about 15 hours a month on social media, which is more than twice the hours spent each month
researching investments. They spend as much time each month researching new gadgets to buy as
they do on investments. To put this in perspective, Gen Xers spend four hours and Baby Boomers
only two hours researching new tech purchases.

Please revisit next month as | outline some of the strategies Millennial investors can use to reduce
their debt and increase their investment portfolios.



https://www.youtube.com/watch?v=YjQvUYEnk_E
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CASINO FINANCE

A slang and slightly derogatory
term for an investment strategy
that is considered extremely
risky. Casino finance refers to
casinos and gambling, where
players may have little to no
control over the outcome of
their bets.

It generally involves making
high risk, speculative
investments, often employing
large amounts of leverage.

Investors who employ these
tactics are usually taking large
risks in order to attempt to earn
large rewards. While most
investors prefer a more
conservative approach, some
investors are comfortable
undertaking a large amount of
risk, in order to have the
opportunity to secure large
returns.

LIFE INSURANCE REVISITED

By Kristina de Souza, B.A. Hon.

It's a new year and time for a fresh start. What better time than now to
review your current life insurance policies to ensure they are still meeting
all of your needs. Much like your investment portfolio, there is a need for
ongoing monitoring and review of life insurance. There are a variety of

reasons why a policy may be out of date for you, and following are some of the factors to consider.

First and foremost, it is important to recognize whether your needs have changed. Specifically, ask
yourself if the reason you purchased the policy in the first place still applies. One’s needs for life
insurance tends to change over time. For example, having grown kids now might eliminate your need
to support them financially. Or, significant changes in estate and income taxes may have altered your
financial or estate plan, and you may now require life insurance to offset taxes. Another factor that
may have changed is ones health or lifestyle. These variables are often underestimated, but can
actually have a profound effect on policy costs or the type of coverage that’s required. For example,
quitting smoking can substantially reduce premiums. Similarly, if your health has declined, you may
wish to convert temporary term insurance policies to permanent policies to ensure insurability.

In recent years, life insurance premiums have been driven down due to several factors including;
greater life expectancy, reduced expenses for life insurance companies, and fierce competition
between carriers. There’s also the question of whether the amount of insurance in place is sufficient
for your needs. With an increase in one’s net worth tends to come a need for increased insurance
coverage, thus purchasing additional life insurance to meet the growing needs of a family is not
uncommon. Conversely, there can even be a change in your needs that warrants decreasing
coverage, but regardless it is important that your current needs and coverage are aligned.

Perhaps less common, but no less important, is the issue of whether life insurance is coordinated with
overall estate or business plans, and it is very common for there to be a discourse here. It's important
to ask yourself if you've developed or modified an estate or business plan but failed to integrate your
life insurance. The actual tax benefits of life insurance can be diminished if the ownership and
beneficiaries of a policy are out of sync with your strategy, whereas having proper ownership in place
can work to protect death benefits from estate taxes. On a similar note, a truly important factor to
revisit is beneficiary designations. It's crucial to ensure that beneficiary designations continue to align
with your wishes. Over the course of a lifetime personal circumstances will change and beneficiary
designations are often neglected. This can result in funds going to unintended beneficiaries.

Then there’s the issue of whether the type of policy you hold is still the most appropriate one for your
current circumstances. The insurance product line up has changed dramatically in the last 20 years.
For example, there are now many forms of term and permanent policies available that have unique
characteristics which can be better suited for some situations over others. Performance is another
factor to consider when reviewing your insurance, specifically whether your policy is performing as
originally presented. Even payment strategies can be revisited, based on the fact that sometimes
different payment strategies can save taxes (i.e. income or estate tax savings). And finally, there is
the issue of whether the insurance company itself is reliable. The fact of the matter is that the
insurance industry is more competitive and complex than in the past. It's important to look into
whether your life insurance company has strong financial ratings and claims-paying ability. A claim on
your life insurance policy may not occur for many, many years therefore it is critical that the issuer
retain high financial ratings, solvency, and the ability to pay your claim whenever it is due.

Having life insurance in place is not the end of the road when it comes to making sure you are
protected. The key to continuing protection is an ongoing review of the policies in place and ensuring
your coverage is still adequate for many reasons. A timely review has many benefits. It can help you
determine why you may or may not need life insurance today and will allow you to adjust your life
insurance portfolio accordingly. It also helps ensure your lifestyle and health are reflected in your
policy and that your coverage is not only cost effective, but that the appropriate amount of insurance
is maintained. A review can also help identify gaps in your planning, and allows you to readdress
issues such as beneficiary designations. Ultimately, a review of your life insurance may result in your
desire to exchange your current coverage for different coverage and establish whether adjustments
will improve performance or are necessary to preserve the benefits under the policy. As you can see,
there are a lot of factors to consider when it comes to reviewing your current policies. Having the
assistance of an advisor who can help navigate through the sea of information may prove highly
valuable, so please do not hesitate to contact me if | can be of any use to you.
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PAY YOURSELF FIRST

By Angela Calandra

Please join us in welcoming Angela Calandra as our newest team member. Kleinburg Private Wealth Management is
committed to providing unprecedented levels of investment industry service to our clients. Due to an overwhelming
number of referrals in 2015, our client base has grown beyond our expectations. To continue providing the high level
of service you have come to expect from KPWM we have invited Angela Calandra to join our firm. Angela began her
career in the financial industry in 2001 as an Investment Advisor Assistant with Merrill Lynch Canada. Her passion for
the industry grew over the years and in 2008 she completed the Canadian Securities Course and the Conducts and
Practices course. Her journey to KPWM included a stint with Manulife Securities and some time off to start a family.

Now, a dedicated mother with two young girls, Angela decided it was time to re-enter the financial services industry
as a licensed Financial Advisor with KPWM. Her responsibilities will focus on CLIENT SERVICE, SUPPORT AND
ADVICE. Angela will also appear as a featured writer in Kleinburg Private Wealth's monthly newsletter. Please feel
free to contact Angela at angela@kleinburgprivatewealth.com or call her at 905-893-2540.

New Year, new resolutions. Starting to feel the pinch as the bills from holiday overspending, begin
piling in? Most of us put our health at the top of our resolution list, why not change the tone and
prioritize your financial goals for 2016, and do something your future self will thank you for; Pay yourself
first!

We all start the New Year off evaluating the events of the previous year. The trials and tribulations. The
goals met, the goals lost. Some promoted, some demoted. Some traveled the world, some got to see
Niagara Falls again! When you consider all the hours a week you work, 40, 50, maybe 60 hours, don't
you deserve to put your financial self / needs first?

Instead of asking yourself how and where to begin, ask the bigger question, “how much can | afford to
save?” The general rule of thumb is to save 10% of your income. But realistically, how many of us like
to follow rules! You really need to take the time and consider your current financial circumstances. What
are the total costs of your monthly living expenses. Phone bill, utility bills, rent and or mortgage
payments and don't forget about those credit cards and outstanding loans. Now consider how many
times a month you order in, or frequent your local restaurant; then review your current savings portfolio
and honestly ask yourself if you are happy where you are? For most of us, the answer is no. We are not
comfortable with our current financial situation and this can leave us feeling guilty or anxious. That little
voice inside our head reminds us how we could have saved a little more, so we promise ourselves we’ll
try a little harder this year, only to know, we are the masters of our own broken promises.

Paying yourself first is an effective way of ensuring that you will continuously contribute to your monthly
savings, basically paying YOU before you pay your phone company, or making that unnecessary
purchase to your favorite retailer. By paying yourself first, you are telling yourself YOU are important;
You are prioritizing your future nest egg. Taking responsibility of your future by setting the proper
financial habits, is truly empowering.

Speak with your financial advisor today, and determine a fixed dollar amount or percentage of your
income you can afford to set aside each month. Set up a pre-authorized contribution plan where the
funds will be withdrawn on the exact day you get paid! Many investors feel that if the money is
withdrawn and invested before they see it in their account, they are able to live their lifestyle using the
remainder of the funds without having to make adjustments. Applying an automatic monthly deduction
makes it invisible and painless!

| believe in the saying, “always begin with the end in mind,” so as you begin 2016, look to the end of the
year and imagine how you would feel being able to say YES and take your family on that long overdue
vacation! Or putting a down payment on your first home. Building your own personal financial nest
opens a whole new world of opportunities! Suze Orman says “you are never powerful in life until you
are powerful over your own money.” May 2016 be your most powerful year yet!



https://www.fidelity.com/viewpoints/investing-ideas/2016-outlook-sectors
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An Alternative World of Investing Possibilities

Why invest in Alternative Asset Classes

Alternatives can reduce risk ina . Risk-Return
traditiona| ba|anced pOfthliO ' Alternative Asset Class’ + Traditional Balanced Portfolios

. . . c
By complementing a traditional balanced portfolio S 60 o)
with 20% in alternative asset classes, risk is reduced = 20% Alternative Asset Class O
) ) ) 80% Traditional Balanced Portfolios : _
and returns are improved. This ultimately enhances a TreiionalSalanced Portfollo
5.0% 6EQ/40%F|

portfolio’s risk adjusted returns.

Source: Bloomberg, as of June 30, 2015 6% % 8%
Traditional Balanced Portfolios is comprised of 60% in the MSCI World Index and 40% in the Bank of America Standard Deviation
Global Broad Market Total Return Index. Alternatives are represented by the HFRI Index.

‘Sophisticated money’ invests in 60% % Exposure to Non-Traditional Asset Classes
alternative asset classes s0%
40%

Canada’s well known and highly respected pension

managers have gradually increased their exposure to 0%

alternative asset classes. 20% —CPPIB
Ontario Teachers
0/
Source: Annual reports. CPPIB (includes private equity, real estate, infrastructure, private debt, and 10% wes OMERS

private real estate debt). Ontario Teachers (includes real estate, absolute return strategie & hedge
funds, infrastructure & timberland, natural resources, and commodities). OMERS (includes private
equity, infrastructure and real estate).
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Market Volatility is rising

From 1962 to 1998, the S&P 500 gained or lost more than 1% one in every six trading days on average.
Since 1998, such moves have occurred in roughly one in every three trading days. Strategies to
enhance risk adjusted returns are vital in this increasingly volatile market.

Source: Bloomberg, as of December 31, 2014
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Why Mackenzie Diversified Alternatives Fund

A diversified approach to the alternative asset space

Asset classes in the alternative space can vary in performance from year to year. It is difficult to predict which
asset class will be the best performer in a given year. A diversified approach to this asset class eliminates the
guess work and can give investors more peace of mind. Mackenzie Diversified Alternatives Fund invests in
multiple asset classes in the alternative space.

YTD (Jun
: Global Listed Private . Global Listed Private
Gold Stressed Credit Gold Real Return Bonds Equity Micro Cap REIT Equity
Mortgage-Backed . Global Listed Private .
Security - Micro Cap Gold Equity Mortgage Real Estate Micro Cap
US Preferred Stock REIT REIT Mortgage Real Estate S&P Global Water US Preferred Stock

Real Return Bonds High Yield Bond Global Iéi;fl?g,Private m Stressed Credit PutWrite PutWrite PutWrite
High Yield Bond S&P Global Water Stressed Credit Mortg:g:;ﬁ;cked S&P Global Water US Preferred Stock

US Preferred Stock PutWrite Micro Cap _ S&P Global Water S&P Global Water

PutWrite Global Iéiéﬁ?{iyprivate Mortgage Real Estate Stressed Credit Micro Cap Gold

Diversified Portfolio REIT S&P Global Water Stressed Credit REIT REIT Diversified Portfolio
_ Diversified Portfolio High Yield Bond US Preferred Stock Diversified Portfolio US Preferred Stock

REIT Micro Cap Diversified Portfolio High Yield Bond High Yield Bond Gold High Yield Bond

Mortgage-Backed
Security

Diversified Portfolio

S&P Global Water Real Return Bonds US Preferred Stock Real Return Bonds Mortgage Real Estate Mortgage Real Estate

Micro Cap Gold Real Return Bonds S&P Global Water PutWrite Global Iéi;ltl?tdyPrivate Stressed Credit

Mortgage-Backed
Security

Micro Cap Mortg:g:;ilz;cked Real Return Bonds High Yield Bond Moltg:g:;ili;cked
LRI LS - Gold Stressed Credit Real Return Bonds

Mortgage-Backed Mortgage-Backed

Security Security Real Return Bonds REIT

Mortgage Real Estate Mortgage Real Estate Gold

Stressed Credit Mortgage Real Estate

Global Listed Private
Equity

Source: Mackenzie Investments
Diversified Portfolio is comprised of equal weightings of the alternative asset classes listed above.

Options, 2%

Commodities, 5%

Currencies, 8% Asset Allocation

Providing exposure to key alternative asset classes Private Equity/

Infastructure, 1%

Non-Traditional
Fixed Income, 40%

Mackenzie Diversified Alternatives Fund enhances
diversification by providing one-stop access to a
managed portfolio of alternative asset classes.

Non-Traditional
Source: Mackenzie Investments Equity, 16%

Real Estate, 18%
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MACKENZIE DIVERSIFIED ALTERNATIVES FUND

The investment team

Mackenzie Systematic Strategies Team

PORTFOLIO MANAGERS

Matthew Cardillo, cra

) Vice President, Investment Management
Mackenzie Systematic Strategies Team
Investment experience since 2000

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments.
Please read the prospectus before investing. Mutual funds are not guaranteed, their values change frequently and past
performance may notbe repeated.

The content of this brochure (including facts, views, opinions, recommendations, descriptions of or references to, products
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Your wealth requires
a certain amount of expertise.

Oftentimes, even if you're able to find the level of expertise
necessary to meet your financial needs, it's being spread too thin
among too many clients, or it's being packaged up into something
for a general market.

What seemed like a premium service in Kleinbur'“g, so that we could dedicate
turns out to be an average one, with the time and personal attention that our
little customization around your clients needed. We work with only a handful
perscnal situation. of families, so that you don't have to

compromise on the originality or depth of

We left the downtown core to serve ;
your wealth advice.

clients across the GTA from our office
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DISCLAIMER

Commissions, trailing commissions, management fees and expenses all may be associated
with mutual fund investments. Please read the simplified prospectus before investing.
Mutual funds are not guaranteed and are not covered by the Canada Deposit Insurance
Corporation or by any other government deposit insurer. There can be no assurances that
the fund will be able to maintain its net asset value per security at a constant amount or
that the full amount of your investment in the fund will be returned to you. Fund values
change frequently and past performance may not be repeated.

Labour Sponsored Investment Funds (“LSIF”) have tax credits that are subject to certain
conditions and are generally subject to recapture, if shares are redeemed within eight years.
Please note that Mutual Fund Representatives in Alberta are not permitted to sell LSIF.

An investor proposing to borrow for the purchase of securities should be aware that a
purchase with borrowed monies involves greater risk than a purchase using cash resources
only. The extent of that risk is a determination to be made by each purchaser and will vary
depending on the circumstances of the purchaser and the securities purchased.

Discuss the risks associated with leveraged mutual fund purchased with an investment
funds advisor before investing. Purchases are subject to suitability requirements. Using
borrowed money to finance the purchase of securities involves greater risk than a purchase
using cash resources only. If you borrow money to purchase securities, your responsibility
to repay the loan and pay interest as required by its terms remains the same if the value of
the securities purchased declines.

Investors should educate themselves regarding securities, taxation or exchange control
legislation, which may affect them personally. This newsletter is for general information
only and is not intended to provide specific personalized advice including, without limitation,
investment, financial, legal, accounting or tax advice. Please consult an appropriate
professional regarding your particular circumstances.

All non-mutual fund related business conducted by Kleinburg Private Wealth Management is
not in the capacity of an employee or agent of Carte Wealth Management Inc. Non-mutual
fund related business includes, without limitation, advising in or selling any type of insurance
product, advising in or selling any type of mortgage service, estate and tax planning or tax
return preparation. Accordingly, Carte Wealth Management Inc. is not liable and/or
responsible for any non-mutual fund related business conducted by Kleinburg Private Wealth
Management. Such non-mutual fund related business is the responsibility of Kleinburg
Private Wealth Management alone.

Mutual funds provided through Carte Wealth Management Inc.
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Equity Total Return:
Lower Volatility in the Longer Term

In today’s hyper-connected world, there are incessant reminders that equities are a volatile asset James Morrow, CFA

class in the short term. We're constantly barraged with reports of a company beating or missing Portiolio Manager

analyst expectations, the announcement of a new initiative from one of the global central banks, Naveed Rahman

or a new corporate acquisition. With each bit of news, we observe equity prices fluctuating, Institutional Portfolio Manager
occasionally at a rapid pace. Amid the increasingly wide availability of such short-term noise, what Srinivas Vemparala

can be lost in the message is that stocks are a compelling long-term investment. Quantitative Analyst

We present evidence to help make the case that the perception of equities as high risk is KEY TAKEAWAYS
understandable over the short and medium term, but less so over the long term. Our analysis

demonstrates the value of using equity positions in a balanced portfolio as a tool for diversifying * Equity volatility has not only
the sources of total return—both income and capital appreciation—under most market and been lower in the long term
economic scenarios. than in the short term, it has

also been lower than bond

Longer-term equity volatility: lower than most investors perceive? volatility over longer horizons.

Many investors are aware that the volatility of equities (measured by the standard deviation of equity » Corporate profitability, valua-
total returns) declines sharply as the frame of reference expands.! In other words, the 30-year stan- tion measures, and other fac-
dard deviation is lower than the 10-year standard deviation, which is in turn lower than the five-year tors that drive equity markets
standard deviation, and so on (see Exhibit 1 left, below). Not only does equity volatility fall over longer can fluctuate significantly
time horizons, it declines in an asymmetric manner that benefits the long-term holder of stocks (see over shorter time periods, but
Exhibit 1 right, below). While maximum and minimum cumulative returns (with dividends reinvested) they tend to revert to histori-

cal averages in the long run.

* Drivers of fixed income

EXHIBIT 1: Equity volatility (measured by standard deviation) declines as the holding period gets markets can trend in one

longer, and in an asymmetric manner that benefits long-term investors. direction for many years—for
example, the secular decline
STANDARD DEVIATIONS OF U.S. EQUITY MAXIMUM AND MINIMUM TRAILING in interest rates.
TOTAL RETURNS TOTAL RETURNS FOR U.S. EQUITIES .

The past several decades
have been as challenging to
equity investors as they have
been kind to bond investors.

21.71

12.04

8.83
5.70
1.35
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* When record-low interest
rates and below-average
credit default rates revert to
their historical levels, how-
ever, equity allocations may
enhance portfolio total return
with lower volatility in the
longer term.

Cumulative Return (%)

Trailing standard deviations and total returns based on rolling monthly data from Jan. 1926 through Mar. 2013. U.S. equity
represented by S&P 500° Index and its predecessor. See endnotes for definitions. Source: Ibbotson, Fidelity Investments.
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EXHIBIT 2: Equity returns have been less volatile than investment-grade bond returns over rolling 30-year periods.

ROLLING 30-YEAR RETURNS
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STANDARD DEVIATIONS OF 30-YEAR TOTAL RETURNS

3.06

S&P 500 U.S. Intermediate

Gov't Bonds

U.S. Long Term
Gov't Bonds

Annualized trailing 30-year total returns and standard deviations of annualized trailing 30-year total returns based on rolling monthly data from Jan. 1926 through
Mar. 2013. See endnotes for index definitions. Source: Ibbotson, Fidelity Investments.

converge over longer holding periods, they improve more sharply
on the downside, leaving equity investors with better expected
returns, the longer the time horizon.

Equity volatility lower than bond volatility over longer horizons
That stocks are less volatile over time may be well understood, if
not always appreciated by investors. Less well understood is that
equities have enjoyed a long-term volatility advantage over bonds.
Looking at equities over rolling 30-year windows, we observe

that the maximum annualized 30-year return from holding U.S.
equities was a little over 14%, while the minimum was still very
compelling, at 8% (see Exhibit 2 left, above). That 8% annual-
ized return over 30 years was achieved by investors who bought
U.S. stocks just prior to the 1929 crash—the worst possible time
during the past 85 years. The muted difference of six percent-
age points between maximum and minimum annualized 30-year
returns translates into a standard deviation of long-term equity
returns of only 1.35, which is lower than the standard deviation of
both intermediate and long-term U.S. government bonds over the
same rolling 30-year periods (see Exhibit 2 right, above).

Investors might find it counterintuitive to consider equities less
risky than bonds over any time period, yet there are a number of
potential explanations for this phenomenon over a 30-year horizon.
During shorter time periods, many of the factors that drive equity
markets—including price-to-earnings (P/E) multiples and profit
margins of U.S. stocks—can fluctuate meaningfully. Over longer
time horizons, however, these factors have a mean-reverting nature
and thus tend to gravitate toward a long-term sustainable average.

Conversely, some of the critical factors driving the fixed income
markets—such as long-term interest rates—can move in one

direction for multiple decades, contributing to the one-sided vola-
tility of bond returns. The 30-year secular decline in interest rates
has led to a generally steady uptrend in long-term bond returns.
From the perspective of a bondholder with a 30-year horizon, the
risk may have been mostly on the upside, but it still factors into
the standard deviation calculation.

Current market conditions set stage for unexpected outcomes
Given the turbulent equity market experience of the past 15 years,
it's not surprising that investors have focused more on volatility

in the short term than either volatility or return potential in the
long term. Unquestionably, the past several decades have, in the
aggregate, been as challenging to equity investors as they have
been kind to bond investors.

With financial markets, however, past is not prologue. In the
current market backdrop, interest rates on long-term U.S.
government bonds are near all-time lows, credit default rates are
below historical averages, and U.S. equity valuations are within
historical norms. Meanwhile, investor sentiment toward equities
remains apathetic.

Even though we don’t know with any certainty what will happen
going forward, we can make a reasonably educated guess: Fac-
tors at the extremes of their historical ranges will likely revert back
in the direction of their long-term averages. We may not be able
to predict exactly how long this reversion to the mean will take or
at what pace, but we can analyze several possible scenarios and
their impact on different asset classes.

In our first hypothetical scenario, normalization of real rates,
nominal U.S. interest rates rise by 150 basis points over two years.






The Federal Reserve (Fed) effectively achieves a successful unwind-
ing of its extraordinary monetary policies and gradually increases
interest rates to a point where real rates, after adjusting for
inflation, are once again positive. We consider this a highly likely
scenario, with timing being the key uncertainty.

In our second scenario, which is less likely but still quite pos-
sible, interest rates rise by 500 basis points over five years, and
inflationary pressure builds at a pace and to a level beyond the
Fed’s objective. This scenario reflects an unsuccessful unwinding
of monetary policy.

There are many other possibilities, including scenarios in which
rates accelerate even more sharply. We focus on these two
hypothetical scenarios to limit the scope of our analysis to higher
probability outcomes.

Impact on investment-grade honds if interest rates rise

Rising interest rates have the predictable outcome of driving
down bond prices. Our sensitivity analysis shows that when rate
increases happen over short or intermediate time periods of two
to five years, there will be a meaningful impact in the cumulative
total return that investment-grade bond investors can expect (see
Exhibit 3, below). A rise of 150 basis points over two years—or

EXHIBIT 3: In the intermediate term, the compounding of
income over longer holding periods is unable to compensate for
the declines in investment-grade bond prices brought about by
rising interest rates.

75 basis points per year—wipes out the benefit of the coupon,
leaving investors with a annual total return of 0%, while 500 basis
points over five years—or 100 basis points per year—results in an
average annual return of 0.1%.2 If we extended the time horizon of
the 500-basis-point increase to 10 years—or 50 basis points per
year—we would observe that the compounding of income does
make up for the price depreciation in investment-grade bonds,
leaving investors with annual returns over 3%.

Impact on high-yield bonds if interest rates and default rates increase
Our high-yield bond sensitivity analysis relies on three key assump-
tions: (1) the default rate—which is currently around 3%—reverts
to the historical average of 5%; (2) the historical recovery rate of
50 cents on the dollar prevails going forward; and (3) the spread
to U.S. Treasuries tightens modestly by 25 basis points per year
as interest rates increase.® With expected average annual returns
of 3.4% and 3.9% for 150- and 500-basis-point increases over
two and five years, respectively, investors in high-yield bonds fare
better than those holding investment-grade bonds. These muted
nominal returns are a far cry from investors’ more recent experi-
ence with these asset classes—and would be even more tepid in
a moderately inflationary environment. These returns are the result
of double-digit price declines in bonds, which are only partially
offset by gradually increasing coupons (see Exhibit 4, below).

EXHIBIT 4: Income compounding helps to offset high-yield
bond price declines when interest rates rise, default rates
revert to historical averages, and spreads tighten over longer
investment horizons.

INVESTMENT-GRADE BONDS UNDER DIFFERENT SCENARIOS
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Cumulative return simulations under different scenarios over projected
periods based on data from Dec. 31, 2012. Investment-grade bonds rep-
resented by Barclays U.S. Aggregate Bond Index. bps = basis points. See
endnotes for index definition. Source: FactSet, Fidelity Investments.

Cumulative return simulations under different scenarios over projected
periods based on data from Dec. 31, 2012. High-yield bonds represented
by Bank of America Merrill Lynch® High Yield Master Il. bps = basis points.
See endnotes for index definitions. Source: FactSet, Fidelity Investments.





Again, our analysis suggests that spreading the 500-basis-point
rise over 10 years would allow income compounding to compen-
sate for these price declines, bringing the average annual return of
high-yield bonds to 5.8%.

Impact on U.S. equities if valuations steady or declining,
earnings growth at or below historical norms

Market sentiment toward U.S. equities has varied between apathy
and antipathy, even as valuations remain close to historical aver-
ages, and U.S. corporations have improved operational efficiency
since the financial crisis of 2008. From 2009 to 2012, the stock
market as represented by the S&P 500 Index has delivered
annualized earnings per share (EPS) growth above 10% on a
nominal basis. Over the past 50 years, U.S. stocks have delivered
annualized EPS growth of 4% in real terms, after adjusting for the
rate of inflation.*

To test the sensitivity of equity total returns on a roughly
comparable basis, we have constructed two scenarios that
parallel those described above. Based on historical analysis,
equity valuations don’t change materially, so using a P/E multiple
of 13 (predicted at year-end 2012) seems reasonable for the
normalization of real rates scenario.® Nominal EPS growth of
7% per year is also achievable, and thus reflects a conservative
assumption for future growth.

In the inflationary pressure builds scenario, nominal EPS growth
may be even faster, as inflation provides a strong tailwind to
nominal earnings power. Looking back at the past 75 years of
market history, we see that there were at least four distinct periods
of rapidly rising rates similar to this scenario (see Exhibit 5, below).
Excluding the 2002-2006 period because of its extraordinary
starting P/E multiple, earnings grew at an average annual rate of
about 10% in the other three periods. This historical review also
suggests that when interest rates are increasing rapidly, equity
market valuations contract by 2.5% per year from their starting
points. Again, to be conservative, we assume that earnings grow
at a lower-than-expected nominal annual rate of 9% and that

the P/E contracts at 2.5% per year, leaving us with a market P/E
slightly above 11 at the end of five years.

EXHIBIT 5: Inflation provides a tailwind to earnings growth

during periods of rapidly rising rates.

Change (in %)

Period Starting  Rates Price  Earnings P/E
P/E (bps)

12/1954-04/1958 12.6 400 21 11 9

12/1964-12/1969 18.5 500 9 27 -14

05/1986-05/1989 16.3 400 32 71 -23

06/2002-06/2006  41.4 325 24 175 -60

Source: Robert Shiller, data available at www.irrationalexuberance.com.

EXHIBIT 6: Based on reasonable and conservative estimates
of earnings growth, equity investors may benefit from price
appreciation and dividend income when interest rates rise.

U.S. EQUITIES UNDER DIFFERENT SCENARIOS
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Cumulative return simulations under different scenarios over projected
periods beginning Dec. 31, 2012. U.S. equities represented by S&P 500
Index with dividend reinvestment. Source: FactSet, Fidelity Investments.

With valuations held constant, the earnings growth implied in the
normalization of real rates scenario delivers an average annual
return of approximately 10% to investors, with a quarter of the total
return coming from reinvested dividends—the income component.®
In the inflationary pressure builds scenario, investors may stand
to benefit from an average annual return of 11%, with a compa-
rable portion of the return coming from reinvested dividends (see
Exhibit 6, above).

Over the time periods in our simulations, U.S. equities are found to
represent an attractive value proposition for investors. That’s with
today’s environment as a starting point—and making less than
heroic assumptions about the factors that drive equities. It's worth
noting, however, that the real world is typically less linear, and

the short-term volatility highlighted by our analysis is a price that
equity investors must be willing to bear.

Three hypothetical portfolios demonstrate sources of return
We recognize that it's a complex task to consider each asset class
in turn, with multiple scenarios over varying time periods. So in

an effort to distill our analysis to its essence, we examine three
basic portfolios: all equity, all bond (70% investment grade and
30% high yield), and balanced (50% equity and 50% bond).” We
consider what happens to each portfolio over a five-year period as
interest rates increase at the moderate rate of 50 basis points per
year, earnings grow at a below-trend nominal rate of 9% per year,
and P/Es contract at 2.5% per year.






EXHIBIT 7: Sources of total return vary across three
representative hypothetical portfolios.

5-Year Hypothetical Scenario Equity Bond Balanced
Income 13% 32% 22%
Price Return 37% -21% 8%
Total Return 53% 11% 30%
Average Annual Nominal Return 11% 2% 6%
Assumed Inflation 4% per annum

Average Annual Real Return 7% 2% 2%

Asset allocation methodology is buy and hold, with no rebalancing.
Source: FactSet, Fidelity Investments.

In terms of average annual returns after inflation, the all-equity
portfolio delivers 7%, while the all-bond portfolio gives up —2%.
Predictably, the 50/50 balanced portfolio lands between the two
extremes, at 2% (see Exhibit 7, above).

Dividend-paying equities balance income and price return
An investor’s allocation to each major asset class depends on

a variety of detailed assessments, including risk tolerance, time
horizon, and investment objective, among others. For an investor
with a lower tolerance for risk who is particularly concerned about
income, dividend-paying stocks may be a compelling way to add
or increase equity allocations. In a previous article, we demon-
strated several benefits of an equity income approach.®

Dividend-paying equities have been able to offer better inflation
protection than bonds. When inflationary pressures are mounting,
bond prices may decline as their yields rise to offset the increase
in inflation expectations. Inflation eats away at both the real value
of the fixed coupon payments and the fixed value of the bond.
Broad-based price increases throughout the economy may lead
to higher corporate revenues, allowing profits—and potentially
stock prices—to increase on a nominal basis and offset rising
inflation rates.

Authors

Dividend-paying equities have tended to be less volatile. Companies
that regularly return some of their profits to shareholders in the form
of stock dividends are predominantly mature businesses with steady
cash flows, relatively stable profit outlooks, and lower operational
risk on average than non-dividend-paying firms. These character-
istics have generally led to less volatility in dividend growth rates
relative to earnings growth rates and to lower share price volatility for
dividend-paying companies compared to the broader market.

Dividends have been a major component of equity returns. Histori-
cally, dividends have represented from two-fifths to, more recently,
one-quarter of the broad market’s total return. Dividends can also
offset stock price declines during down equity markets. Moreover,
a portfolio tilted toward dividend-paying equities may expect to get
a greater proportion of total return from income—which depends
on less volatile dividend growth—than price appreciation—which
we believe is primarily driven by more volatile earnings growth.

In our hypothetical five-year all-equity portfolio, dividends pro-
vided a quarter of the portfolio’s total return, consistent with his-
torical trends. With a dividend-oriented portfolio, that proportion
would likely be 30%-40% of total return. Such an equity income
portfolio may allow an investor to realize much of the equity
upside, but with the sourcing of return more balanced between
income and price appreciation.

Investment implications

Our analysis demonstrates that investors in investment-grade and
high-yield bond portfolios may experience negative total returns
in nominal and real terms if interest-rate and default-rate mean
reversion occurs over a two- or five-year horizon, though the
effect is muted over a 10-year horizon. Balanced portfolios—and
even more so income-oriented balanced portfolios—may offer
better prospects than bond-heavy portfolios in the event of factor
mean reversion over short- and medium-term horizons. This
analysis highlights the value of using equity allocations as a tool
for diversifying sources of total return under most market and
economic scenarios.
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Views expressed are as of the date indicated, based on the information
available at that time, and may change based on market and other condi-
tions. Unless otherwise noted, the opinions provided are those of the
authors and not necessarily those of Fidelity Investments or its affiliates.
Fidelity does not assume any duty to update any of the information.

Past performance and dividend payouts are historical and do not guar-
antee future results.

It is inherently difficult to make accurate dividend growth forecasts and
the outcomes from those forecasts are not guaranteed.

Investment decisions should be based on an individual’s own goals, time
horizon, and tolerance for risk.

Hypothetical backtested data have inherent limitations due to the retro-
active application of a model designed with the benefit of hindsight, and
may not reflect the effect that any material market or economic factors
may have had on the use of the model during the time periods shown.
Thus, hypothetical performance is speculative and of extremely limited
use to any investor and should not be relied upon in any way.

Hypothetical performance of the model is no guarantee of future results.
Investing involves risk, including risk of loss.

Neither asset allocation nor diversification ensures a profit or guarantees
against a loss.

Stock markets are volatile and can decline significantly in response to
adverse issuer, political, regulatory, market, or economic developments.

Although bonds generally present less short-term risk and volatility than
stocks, bonds do contain interest rate risk (as interest rates rise, bond
prices usually fall, and vice versa) and the risk of default, or the risk that
an issuer will be unable to make income or principal payments. Addition-
ally, bonds and short-term investments entail greater inflation risk (or the
risk that the return of an investment will not keep up with increases in the
prices of goods and services) than stocks.

All indices are unmanaged and performance of the indices includes rein-
vestment of dividends and interest income and, unless otherwise noted,
is not illustrative of any particular investment. An investment cannot be
made in any index.

Endnotes

! Standard deviation measures the degree of variation from the average
(mean or expected value); a low standard deviation indicates that the
data points tend to be very close to the mean, while a high standard
deviation indicates that the data points are spread out over a large range
of values. Total return of an investment includes both the capital ap-
preciation, or price return, and the income received, such as interest and
dividends.

2 Exhibit 3 shows cumulative total returns ranging from —0.1% over two
years to 0.3% over five years, which correspond to the average annual
returns cited in the text.

3 Default rate is the rate at which debt holders default on the amount of
money they owe. Recovery rate is the percentage of a bond’s face value
recovered through foreclosure or bankruptcy procedures in the event of
a default. Spread is the difference in yield between Treasury securities,
which are backed by the full faith and credit of the U.S. government,
and lower quality fixed income investments with greater risk of default.
Source: Moody’s.

4 Shiller, Robert J. Irrational Exuberance. Princeton University Press,
2005. Data available at www.irrationalexuberance.com.

5 See endnote 4.

6 Exhibit 6 shows cumulative total returns ranging from 19% over two
years to 53% over five years, which correspond to the average annual
returns cited in the text.

7 Hypothetical portfolio methodology: “Equity” portfolio results based
on hypothetical price returns and dividends of S&P 500 Index. “Bond”

portfolio results based on hypothetical price returns and income of 70%
Barclays U.S. Aggregate Bond Index and 30% Bank of America Merrill

Lynch High-Yield Bond Master Il Index composite. “Balanced” portfolio
results based on 50% “equity” and 50% “bond” allocations as defined

above.

8 Hofschire, Dirk, and James Morrow. “Equity and Non-Bond Income:
Opportunities and Investment Approach.” Fidelity Leadership Series,
August 2011.

Index definitions

Standard & Poor’s 500 Index is a market capitalization—weighted index of
500 common stocks chosen for market size, liquidity, and industry group
representation to represent U.S. equity performance. S&P 500®is a reg-

istered service mark of The McGraw-Hill Companies, Inc., and has been

licensed for use by Fidelity Distributors Corporation and its affiliates.

Prior to March 1957, Standard & Poor’s published a predecessor U.S.
equity index that was composed of the 90 largest U.S. stocks.

Barclays U.S. Aggregate Bond Index is an unmanaged, market value—
weighted performance benchmark for investment-grade fixed-rate debt
issues, including government, corporate, asset-backed, and mortgage-
backed securities with maturities of at least one year.

Barclays Intermediate U.S. Government Bond Index tracks the perfor-
mance of intermediate-term U.S. government securities with remaining
maturities between three and five years.

Barclays Long U.S. Government Bond Index tracks the performance of
long-term U.S. government securities with remaining maturities of 10 or
more years.

Lehman Brothers published benchmark indices from 1973 through
November 2008. History for intermediate and long-term U.S. government
bonds before 1973 was calculated by Ibbotson using the CRSP Govern-
ment Bond File.

Bank of America Merrill Lynch® High-Yield Bond Master Il Index is an
unmanaged index that tracks the performance of below investment grade
U.S. dollar-denominated corporate bonds publicly issued in the U.S.
domestic market.

Third-party marks are the property of their respective owners; all other
marks are the property of FMR LLC.

Important Information

Information presented herein is for discussion and illustrative purposes only
and is not a recommendation or an offer or solicitation to buy or sell any
securities.

Index or benchmark performance presented in this document do not reflect
the deduction of advisory fees, transaction charges, and other expenses,
which would reduce performance.

Certain data and other information in this research paper were supplied by
outside sources and are believed to be reliable as of the date presented.
However, Pyramis has not verified and cannot verify the accuracy of such
information. The information contained herein is subject to change without
notice. Pyramis does not provide legal or tax advice, and you are encouraged
to consult your own lawyer, accountant, or other advisor before making any
financial decision.

These materials contain statements that are “forward-looking statements,”
which are based upon certain assumptions of future events. Actual events
are difficult to predict and may differ from those assumed. There can be
no assurance that forward-looking statements will materialize or that actual
returns or results will not be materially different than those presented.
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	Paragraph 1: Happy New Year to everyone! It’s that time of year to spend a little time reflecting on the previous year and a lot of time pondering the coming year. It’s early in the year and a great time to consider the investment mistakes you may have made and how you are going to avoid them in 2016. I’m going to kick this off with my own top personal resolutions for 2016. 

1. I will not trade against the Trend. 
2. I will not overweight in under-performing positions
3. I will control when I Sell instead of waiting until I have to
4. I can’t control the stock market so I will make every effort to understand 
what the stock market is trying to tell me
	Paragraph: 5. I will learn to take losses quickly, and I will not expect to be right all the time, and most importantly I will learn from my mistakes
6. I will not think that I can consistently buy at the bottom or sell at the top. This is impossible.
7. I will remain objective and have no preconceived ideas or prejudices when researching various investment solutions. 
8. I will never fall in love with a position but instead remain vigilant in managing risk and expectations.

As I attempt to stick to my resolutions, I have some that you, the investor may want to undertake.

1. GIVE YOUR PORTFOLIO A TUNEUP. Now is a great time to meet with your advisor to review and discuss your portfolio’s holdings and performance and to determine if your Know Your Client form is current and still reflects your investment attitudes.
2. MAXIMIZE RETIREMENT CONTRIBUTIONS. According to the PWC Employee Financial Wellness Survey 2015, only 43% of Canadians feel they will be in a financial position to retire when they want.  If available, take advantage of your employer’s retirement plan to help you grow your retirement nest egg and don't forget to top up your TFSA and your RRSP.
3. MANAGE RISK IN YOUR PORTFOLIO.  By spreading your portfolio across a number of different asset classes and sectors, it is possible to mitigate your risk level. Different asset classes will rise and fall at different times, and so by investing across a number of classes (rather than putting everything into one) you are able to provide balance to your investment portfolio, reducing both risk and volatility.
4. USE YOUR FINANCIAL ADVISORS. If you are an experienced securities analyst who knows their way around balance sheets and income statements, by all means pick from among the 10,000 stocks worldwide based upon your expertise. On the other hand, most investors should realize there are thousands of people armed with more experience and more computing power and more timely information than you have. Winning the investment game is difficult enough for the experts; for the armchair investor, winning is largely just a matter of luck, which is generally unsustainable. If you want to play this game, best to let the veteran experts play for you. I suggest you deal with someone you agree with, someone that has the same philosophy and temperament you do.
6. IGNORE PAST PERFORMANCE. I have been in the investment business for more than 35 years, and have learned that no two years are exactly alike. Regardless of what has occurred in the past, this time the circumstances are different and should be handled as a "one of" situation. If you think there is some "special system" that will guarantee results, then you are doomed.
7. UNDERSTAND THE DIFFERENCE BETWEEN COST AND VALUE. Fees should be a low consideration factor when deciding on which Mutual Fund to invest in. Some managers charge higher fees because they have higher overhead due to larger research departments, more trading, or the use of risk mitigation tools like derivatives, shorting or hedging instruments. Unless you are comparing two funds that are managed in identical fashion, pay more attention to the net returns the manager has managed to earn and the amount of risk he/she has applied to earn those returns. The bottom line for me is that I would rather invest in a fund where I pay a 3% annual fee to a manager who has averaged 8% per year net return with reasonable volatility than to invest in a fund earning an average 5% net return with the same volatility levels and a 1% annual fee. It just may be worth paying a higher fee for exceptionally higher skill levels and value.
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	Text18: reasons why a policy may be out of date for you, and following are some of the factors to consider. 

First and foremost, it is important to recognize whether your needs have changed. Specifically, ask yourself if the reason you purchased the policy in the first place still applies. One’s needs for life insurance tends to change over time. For example, having grown kids now might eliminate your need to support them financially. Or, significant changes in estate and income taxes may have altered your financial or estate plan, and you may now require life insurance to offset taxes. Another factor that may have changed is ones health or lifestyle. These variables are often underestimated, but can actually have a profound effect on policy costs or the type of coverage that’s required. For example, quitting smoking can substantially reduce premiums. Similarly, if your health has declined, you may wish to convert temporary term insurance policies to permanent policies to ensure insurability. 

In recent years, life insurance premiums have been driven down due to several factors including; greater life expectancy, reduced expenses for life insurance companies, and fierce competition between carriers. There’s also the question of whether the amount of insurance in place is sufficient for your needs. With an increase in one’s net worth tends to come a need for increased insurance coverage, thus purchasing additional life insurance to meet the growing needs of a family is not uncommon. Conversely, there can even be a change in your needs that warrants decreasing coverage, but regardless it is important that your current needs and coverage are aligned. 

Perhaps less common, but no less important, is the issue of whether life insurance is coordinated with overall estate or business plans, and it is very common for there to be a discourse here. It’s important to ask yourself if you’ve developed or modified an estate or business plan but failed to integrate your life insurance. The actual tax benefits of life insurance can be diminished if the ownership and beneficiaries of a policy are out of sync with your strategy, whereas having proper ownership in place can work to protect death benefits from estate taxes. On a similar note, a truly important factor to revisit is beneficiary designations. It’s crucial to ensure that beneficiary designations continue to align with your wishes. Over the course of a lifetime personal circumstances will change and beneficiary designations are often neglected. This can result in funds going to unintended beneficiaries. 

Then there’s the issue of whether the type of policy you hold is still the most appropriate one for your current circumstances. The insurance product line up has changed dramatically in the last 20 years. For example, there are now many forms of term and permanent policies available that have unique characteristics which can be better suited for some situations over others. Performance is another factor to consider when reviewing your insurance, specifically whether your policy is performing as originally presented. Even payment strategies can be revisited, based on the fact that sometimes different payment strategies can save taxes (i.e. income or estate tax savings). And finally, there is the issue of whether the insurance company itself is reliable. The fact of the matter is that the insurance industry is more competitive and complex than in the past. It’s important to look into whether your life insurance company has strong financial ratings and claims-paying ability. A claim on your life insurance policy may not occur for many, many years therefore it is critical that the issuer retain high financial ratings, solvency, and the ability to pay your claim whenever it is due.
 
Having life insurance in place is not the end of the road when it comes to making sure you are protected. The key to continuing protection is an ongoing review of the policies in place and ensuring your coverage is still adequate for many reasons. A timely review has many benefits. It can help you determine why you may or may not need life insurance today and will allow you to adjust your life insurance portfolio accordingly. It also helps ensure your lifestyle and health are reflected in your policy and that your coverage is not only cost effective, but that the appropriate amount of insurance is maintained. A review can also help identify gaps in your planning, and allows you to readdress issues such as beneficiary designations. Ultimately, a review of your life insurance may result in your desire to exchange your current coverage for different coverage and establish whether adjustments will improve performance or are necessary to preserve the benefits under the policy. As you can see, there are a lot of factors to consider when it comes to reviewing your current policies. Having the assistance of an advisor who can help navigate through the sea of information may prove highly valuable, so please do not hesitate to contact me if I can be of any use to you.
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	Text38: THE GREAT REBALANCING - by Michael Pettis

China’s economic growth is sputtering, the Euro is under threat, and the United States is combating serious trade disadvantages. Another Great Depression? Not quite. Noted economist and China expert Michael Pettis argues instead that we are undergoing a critical re-balancing of the world economies. Debunking popular misconceptions, Pettis shows that severe trade imbalances spurred on the recent financial crisis and were the result of unfortunate policies that distorted the savings and consumption patterns of certain nations. Pettis examines the reasons behind these destabilizing policies, and he predicts severe economic dislocations that will have long-lasting effects.

Demonstrating how economic policies can carry negative repercussions the world over, The Great Rebalancing sheds urgent light on our globally linked economic future.
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	Text8: Growing up I was regularly reminded by my teachers, parents, and any “adult” who had my ear, that getting an education was the key to future employment.  These people had the foresight to know that a good education was the extra edge needed in the future job market.  And the higher the education, the better one’s options.  During the 80s and 90s, this reminder about higher education was served as not only a suggestion but a warning to myself and many other millennials who went on to 
	Text19: “It’s tough to make predictions, especially about the future." - Yogi Berra  

	Text10: CASINO FINANCE

A slang and slightly derogatory term for an investment strategy that is considered extremely risky. Casino finance refers to casinos and gambling, where players may have little to no control over the outcome of their bets. 

It generally involves making high risk, speculative investments, often employing large amounts of leverage.

Investors who employ these tactics are usually taking large risks in order to attempt to earn large rewards. While most investors prefer a more conservative approach, some investors are comfortable undertaking a large amount of risk, in order to have the opportunity to secure large returns.
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	Text14: achieve undergraduate and graduate degrees. This, in part, has created what is now considered the savviest, best-educated generation to date.  Now here’s the bad news: higher education is expensive, and the average earnings of adults aged 18-34 between 2009 and 2013 was at its lowest since 1980.  Couple this with the idea that the average home price in Canada is $453,560 nationally (pretty expensive for a first time home buyer starting a career) and you end up with a generation that, simply put, is entering their best earning years under massive personal debt.  

Not only are millennials carrying debt, studies show that they are also struggling with it.  Student loans are the biggest challenge for millennials.  To put it into perspective, 34% of millennials with an annual household income of $75,000 doubt they will be able to repay student loans.  This is troublesome because millennials making $75,000 plus are considered higher-income earners who bring in four times the poverty level for a standard household of three.  A greater number of lower-income earners under $75,000 have an even higher concern over debt repayment.  Moreover, even several years after college, the percentage of those worried about repaying student loans remains high. Fifty-four percent of millennials who are over age 30 and have student loans are worried about repaying them.
Short-term debt from such things as credit cards and monthly expenses do not fair much better when it comes to the millennials.  For example, more than 50% of millennials say that in the last 12 months they’ve carried over a balance on their credit card resulting in interest charges.  Credit cards are problematic when we look at the numbers over the last 12 months: 22% charged late fees, 13% charged over-the-limit fees, and 14% charged fees on cash advances. 

The big problem with unmanageable long and short term debt is that it tends to grow rather than
	Text15: by Ryan C. Simone B.A. Hon., M.A.
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	Text23: All non-mutual fund related business conducted by Kleinburg Private Wealth Management is not in the capacity of an employee or agent of Carte Wealth Management Inc. Non-mutual fund related business includes, without limitation, advising in or selling any type of insurance product, advising in or selling any type of mortgage service, estate and tax planning or tax return preparation. Accordingly, Carte Wealth Management Inc. is not liable and/or responsible for any non-mutual fund related business conducted by Kleinburg Private Wealth Management. Such non-mutual fund related business is the responsibility of Kleinburg Private Wealth Management alone.
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	Text5: It may also be time to reduce exposure in a sector that has done exceptionally well. For example, the health care sector has experienced exceptional performance over the last few years. This may have caused an overweighting in a particular asset class in your portfolio. Consideration should be given to re-allocating some of these gains to other asset classes and bringing this particular sector back in line and not being overexposed to one particular industry.

One of the hazards of re-balancing is that you may incur taxes that can quickly eat into your gains. The traditional thinking around re-balancing is to sell the winners and buy the losers. This is not necessarily the right approach. Sometimes it is wiser to sell the losers and take advantage of capital losses and let the winners run. This is all a personal preference and it is critical that whatever you decide to do, that it falls in line with your risk/reward expectations. Re-balancing is all about controlling risk. It is making sure you are not overly exposed to one asset class or industry which often go in and out of favor.  
	Text22: It’s a new year and time for a fresh start. What better time than now to review your current life insurance policies to ensure they are still meeting all of your needs. Much like your investment portfolio, there is a need for ongoing monitoring and review of life insurance. There are a variety of 
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	Text24: Please join us in welcoming Angela Calandra as our newest team member. Kleinburg Private Wealth Management is committed to providing unprecedented levels of investment industry service to our clients. Due to an overwhelming number of referrals in 2015, our client base has grown beyond our expectations. To continue providing the high level of service you have come to expect from KPWM we have invited Angela Calandra to join our firm. Angela began her career in the financial industry in 2001 as an Investment Advisor Assistant with Merrill Lynch Canada. Her passion for the industry grew over the years and in 2008 she completed the Canadian Securities Course and the Conducts and Practices course. Her journey to KPWM included a stint with Manulife Securities and some time off to start a family.

Now, a dedicated mother with two young girls, Angela decided it was time to re-enter the financial services industry as a licensed Financial Advisor with KPWM. Her responsibilities will focus on CLIENT SERVICE, SUPPORT AND ADVICE. Angela will also appear as a featured writer in Kleinburg Private Wealth's monthly newsletter. Please feel free to contact Angela at angela@kleinburgprivatewealth.com or call her at 905-893-2540. 
	Text28: Your portfolio will likely need to be rebalanced over time due to the fact that better performing investments will take up more room and under performing investments will take up less. When this occurs it is time to meet with your adviser to take another look at risk and reward. 

The process is quite simple. Re-determine your investment goals and the appropriate blend of investments that will increase the probability of achieving those goals.  Once this is completed, determine where your allocations have shifted and start rebalancing. This may also be the time to consider out right adding or removing various exposures. For example, it may have been a good idea to be exposed to a particular specialty fund, say resources, but now they are unfavorable. 
	Text29: New Year, new resolutions.  Starting to feel the pinch as the bills from holiday overspending, begin piling in? Most of us put our health at the top of our resolution list, why not change the tone and prioritize your financial goals for 2016, and do something your future self will thank you for; Pay yourself first!

We all start the New Year off evaluating the events of the previous year. The trials and tribulations. The goals met, the goals lost. Some promoted, some demoted. Some traveled the world, some got to see Niagara Falls again!   When you consider all the hours a week you work, 40, 50, maybe 60 hours, don’t you deserve to put your financial self / needs first?

Instead of asking yourself how and where to begin, ask the bigger question, “how much can I afford to save?” The general rule of thumb is to save 10% of your income. But realistically, how many of us like to follow rules! You really need to take the time and consider your current financial circumstances. What are the total costs of your monthly living expenses. Phone bill, utility bills, rent and or mortgage payments and don't forget about those credit cards and outstanding loans. Now consider how many times a month you order in, or frequent your local restaurant; then review your current savings portfolio and honestly ask yourself if you are happy where you are? For most of us, the answer is no. We are not comfortable with our current financial situation and this can leave us feeling guilty or anxious. That little voice inside our head reminds us how we could have saved a little more, so we promise ourselves we’ll try a little harder this year, only to know, we are the masters of our own broken promises.  

Paying yourself first is an effective way of ensuring that you will continuously contribute to your monthly savings, basically paying YOU before you pay your phone company, or making that unnecessary purchase to your favorite retailer. By paying yourself first, you are telling yourself YOU are important; You are prioritizing your future nest egg. Taking responsibility of your future by setting the proper financial habits, is truly empowering.

Speak with your financial advisor today, and determine a fixed dollar amount or percentage of your income you can afford to set aside each month. Set up a pre-authorized contribution plan where the funds will be withdrawn on the exact day you get paid! Many investors feel that if the money is withdrawn and invested before they see it in their account, they are able to live their lifestyle using the remainder of the funds without having to make adjustments. Applying an automatic monthly deduction makes it invisible and painless! 

I believe in the saying, “always begin with the end in mind,” so as you begin 2016, look to the end of the year and imagine how you would feel being able to say YES and take your family on that long overdue vacation! Or putting a down payment on your first home. Building your own personal financial nest opens a whole new world of opportunities!  Suze Orman says “you are never powerful in life until you are powerful over your own money.” May 2016 be your most powerful year yet!  
	Text6: shrink.  Millennials end up caught in a viscous and precarious cycle of trying to pay down debt while it slowly increases.  This is most obviously seen in the growing popularity of payday loan centers that have been showing up in greater numbers throughout the GTA.  Through these types of alternative financial services, millennials are building up short-term debt in an attempt to reduce long-term debt.  Studies show that roughly two out of five millennials rely on services like payday loans, auto title loans, rent-to-own loans, and tax-refund advances.  The surprising part is that a quarter of this group are the higher earning $75,000 and up millennials. 

Carrying this kind of debt will hurt this generation into the future, and unfortunately, despite being so highly educated, millennials are simply not prepared for this type of financial engagement. Data shows that only 8% of millennials could correctly answer five questions used to assess under-
	Text13: standing of the fundamental concepts that define financial literacy.  The sad truth is that for all the education millennials gained, very little dealt with the fundamentals of money management.  It’s a precarious position for any generational group to be caught in.  On the one hand, these are the absolute best years (one’s 20s and 30s) to start investing and saving for the future.  On the other hand, millennials’ investment potential can be delayed over many years by tremendous personal debt.  This will certainly have far reaching impacts on Canada’s economic future.
 
Behavioral differences between generations may also account for some of the problems faced by millennials. According to a 2014 study by asset management firm, BlackRock, millennials spend about 15 hours a month on social media, which is more than twice the hours spent each  month researching investments. They spend as much time each month researching new gadgets to buy as they do on investments. To put this in perspective, Gen Xers spend four hours and Baby Boomers only two hours researching new tech purchases. 

Please revisit next month as I outline some of the strategies Millennial investors can use to reduce their debt and increase their investment portfolios.


