
Six centuries ago, man-

kind held many strong beliefs 
including one that stated the 
world was flat. Seafarers 
were convinced that if they 
sailed too far towards the 
horizon, their ships would fall 
over the edge of the world. 

During that period, people 
believed the Sun revolved 
around the Earth. It was a 
mathematician named Co-
pernicus that published a 
theory (just before he died) 
suggesting the reverse was 
true. Ninety years later, an-
other scientist named Galileo 
tried to persuade the Church 
not to ban Copernicus's writ-
ing. For this he was forced to 
recant his beliefs and placed 
under house arrest. There he 
lived out the rest of his life. 

Belief is a very powerful 
force whether based on eth-
nicity, religion, nationality, 
physical appearance or any 
other factor. Once an idea is 
accepted by society, it’s very 
difficult to change it. 

However, there is a power-
ful agent capable of changing 
even rigid mindsets. It’s 
called science. By relying on 
rigorous, independent testing 
to prove or disprove any the-
ory, science has gained a 
global reputation and is 
broadly accepted. 

Those trained in science 
(such as myself) recognize 
that despite huge advance-
ments, it still can’t answer all 
questions. Despite this, sci-
ence has become a quasi-

religious status. For them, 
“science is truth.”  

Scientific approaches have 
been applied to many areas. 
One such area is investing. 
People want to know what 
works best for wealth crea-
tion. For the past 60 years, 
researchers have been ex-
amining this. The literature is 
filled with argument and 
counter-argument trying to 
determine the answer. 

Using the tradecraft of sci-
ence, academics such as 

econo-
mists and 
financial 
experts 
rely on 
data to 
arrive at 
their con-
clusions.  

To the chagrin of many, the 
academics have concluded 
that financial markets are 
efficient. In such an environ-
ment, any attempt to beat the 
market is futile and a waste 
of time. So just be happy with 
market level returns. 

On the other side is an 
equally forceful and passion-
ate group. They’re composed 
of those who believe the hu-
man mind is a powerful in-
strument. They point to 
achievements in many fields 
and scoff at the notion that 
trying to beat the market is 
futile. They claim active man-
agement can deliver benefits 
in terms of lowering risk and/
or improving results. 

Having lived in both 
worlds, what’s abundantly 
clear is each side has en-
trenched views and is not 
swayed by the other side’s 
arguments. 

To an extent, this also ex-
plains why some people pre-
fer low risk securities while 
others are unafraid of risk. It 
also explains why investors 
have natural preferences for 
securities from certain coun-
tries, industries, styles or firm 
sizes. This also explains why 
an asset can be desirable in 
one period (gold) and ig-
nored in another period. 

Whether a belief is logical 
or not, considered or impul-
sive, gut feel or scientifically 
based, each participant in 
the capital market acts ac-
cording to their unique set of 
beliefs. This creates a dy-
namic, democratic and free 
flow of funds. 

And one consequence of 
this belief-based activity is 
volatility. By acting on beliefs 
and shifting funds from one 
place to another, one by-
product is that prices fluctu-
ate from minute-to-minute. 
As long as strong beliefs 
exist, volatility will too.  

Interestingly, investors also 
have strong negative views 
about volatility and seek 
ways to avoid it.  

It’s ironic that the act of 
risk avoidance might actually 
contribute to a rise in volatili-
ty. Is this a proven fact? No. 
But that’s what I believe.  
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My fund-raising re-

sults = $7,016 raised 

 

  

  

  
  
  

Inside this issue: 

Thank-You 

A sincere Thank-You to all my 

generous supporters for this 

year’s Alzheimer’s campaign.  

 

89 people donated $7,016 to the 
cause and my hockey team was 

able to raise over $70,661  

 

ASI — What we do: 

Alternativ Solution Inc. offers 

consulting on capital market 

issues for institutional investors 

such as pension and endowment 

plans. It also provides reviews of 

managers and product risk as-

sessments.  

The firm provides financial edu-

cation and advice to Trustees 

and Boards of Directors.   

ASI is focused on the asset side 

of the ledger to assist in achiev-

ing better investment results 

while minimizing risk.  

Mr. Klar is a member York Uni-

versity’s Pension Plan sub-

committee providing investment 

advice to the $1.5 billion plan. 

....Cheers, GMK 
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