
Another year is over and 

yes, capital markets provided 
great returns in 2013. This 
despite the fact many pundits 
were weary about markets 
way back in January. 

And speaking of great... 
AlternativChronicle has just 
passed its 5th full-year of 
publishing. Let’s review a few 
of the articles from 2013 to 
see what ideas were timely 
and actionable. 

Let’s start with our January 
2013 newsletter. Our analy-
sis suggested an equity bull 
market would continue 
throughout 2013 but bonds 
would produce negative 
yields. A scan of the horizon 
shows there were some ro-
bust equity markets in Asia, 
Europe and the USA. The 
S&P500 rose over 32% while 
Nasdaq rose almost 40%. In 
Japan, the Nikkei 225 rose 
an astonishing 60%. The UK 
FTSE index rose by almost 
19% while Europe’s Stoxx 50 
index rose 20%. The Canadi-
an TSX Composite rose by a 

respectable 13%. 

However, it wasn’t as rosy 
elsewhere. Emerging mar-
kets posted modest single-
digit or negative returns. 
Hong Kong’s Hang Seng 
Index rose by about 4%, 
Shanghai’s Composite fell by 
about 5%, Turkey’s Istanbul 
100 dropped 15% and 
Brazil’s Ibovespa index also 
lost 15%. 

By comparison, the Cana-
dian DEX Universe bond in-

dex, 
which 
normally 
offers 
positive 
returns, 
lost 1.2%  
The big 

loser was RRBs (real return 
bonds) dropping by over 
13%. In the US bond market, 
negative returns unfolded as 
yields rose. It’s not hard to 
imagine the reaction to this 
news, especially for those 
who shifted to ‘safe-haven’ 
bonds these past few years. 

In February, I re-affirmed 
my bullish stance on equities 
based on the fact that indi-
vidual investors had not yet 
returned to equity investing. 
Historically, equities only 
peak when individual inves-
tors fall madly in love with 
stock markets. The touted 
great rotation, which I was 
highly skeptical about, hasn’t 
happened yet. This remains 
a bullish signal for equities. 

In March, I provided sever-
al explanations on why most 
people aren’t particularly 
good at investing. Factors 
include over-confidence, 
decisions impacted by super-
fluous information (news 
events) and much too short-
term a focus. These factors 
just never seem to change. 

In April, I suggested read-
ers be leery about bold pro-
nouncements that markets 
are either over- or underval-
ued. The only time such a 
prediction is important is 
when you are  (con’t  pg.  2) 
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Inside this issue: 

One of the most satisfying things about publishing a newsletter is interacting with contribu-

tors who take time from their busy schedules to share perspectives and/or opinions with our 
readership. And 2013 was no exception as we welcomed back several noted authors. 

First, I want to say thank-you to Paul Owens who is a frequent contributor. As a steadfast 
supporter of AlternativChronicle since its early days, Paul has provided us with many articles 
on a wide range of topics. In May 2013, his article titled Retiring on Gov’t Retirement Pro-
grams? covered the thorny issue of retirement. It tackled the notion that Canadians will be 
okay in retirement if they rely solely on government retirement programs. Our mailroom got a 
lot of feedback from industry sources and as a result, a follow-up article is coming. (con’t  pg.  2)  
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2014 Publishing Schedule: 

AlternativChronicle will be 

moving to a new publishing 

schedule for 2014. We will 

produce our newsletter in 

January, March, May, July, Sep-

tember and November. 

ASI — What we do: 

Alternativ Solution Inc. (ASI) 

offers advice on capital market 

issues for institutional clients 

on an assortment of topics 

ranging from strategy, risk 

management, asset allocation, 

manager selection and manager 

review. The firm also provides 

advice and/or educational ser-

vices to Boards.   

ASI is focused on the asset and 

liability side of the retirement 

question. Our main objective is 

to help retirement plans 

achieve their goals.  Our exper-

tise covers traditional active vs. 

passive and alternative assets. 

Mr. Klar is faculty member at 

the Schulich School of Business,  

an advisor to York University’s 

$1.7 billion pension plan and 

President of ASI. 

....Cheers, GMK 
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wrong. Since no one can predict the 
future, if you’re like me, you’ll ignore 
these prognosticators altogether. 

Second, the recent performance 
gap between equities and fixed in-
come will be trumpeted loudly by 
the media. Although this information 
should be irrelevant, it will nonethe-

less have some impact. The so-
called ‘Great Rotation’ (money flow-
ing to stocks) might start to acceler-
ate. Why? Consider this — since 
2009 the cumulative return for the 
S&P500 was 111.8% and for Nasdaq 
was 172.9%. This figure dwarfs re-
turns from fixed income over the 
same period. Bond returns seem like-
ly to earn near 0% again in 2014. 

Two Fairly Easy Predictions: 

Institutional investors will continue 
to move funds to areas they expect 
will produce great results. I expect 
they will continue their quest for risk 
diversification. One way to do this is 
by adding more alternatives. 

For individual investors, de-
mographics suggests a high focus on 
cash generating securities. Despite 
higher bonds yields, income generat-
ing equities will remain a top priority.  
Demand will remain strong for pre-
ferred shares, REITs, and other high-
er dividend stocks.  

liquidating your portfolio. During the 
accumulation phase of investors’ 
lives, it isn’t material. In the de-
cummulation phase  (retirement), it 
might also be immaterial if one 
holds a sizable weight of risky se-
curities in one’s portfolio. 

In May, we covered the topic of 
investment beliefs and suggested 
(without offering proof) that markets 
might be more volatile as a result of 
a wider range of investment beliefs. 

Skipping to August, we looked at 
the YTD performance of various 
markets and suggested that several 
nations economies were improving. 
It specifically bodes well for USA, 
Europe and parts of Asia. However, 
it’s not as good for countries that 
rely heavily on commodities. Cana-
da, however, might be surprising 
exception due to its close ties to the 
USA, weaker currency and our sta-
ble political and banking systems. 

In October, I reviewed the head-
line grabbing US budget fight and 
concluded it wasn’t worth worrying 
about. Given recent US budget 
compromises, my analysis proved to 
both timely and a good call. 

In November, I wrote about the 
impact of high fees on investment 
results and warned about buying 
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A Warm Thank-You to Our Contributors (continued) 

Moving on to another contributor, we were delighted that Peter Jarvis was able to rejoin the AlternativChronicle team. 
Peter is well known in investment circles throughout Canada. His career included stints at some of the country’s most 
well known asset management firms. Until his recent retirement (officially January 7, 2014), he was the Executive Direc-
tor of the CFA Society Toronto. As such, he was the face of Canada’s largest professional investment body (if memory 
serves me well, Toronto is the 3rd largest chapter in the CFA Society family). 

In September, Peter wrote about the coming end to the Federal Reserve quantitative easing program in an article titled 
Is QE Coming To An End? Absolutely!  As usual, Peter’s timing was spot on. Around the same time, headlines around 
the globe asked the same question. Capital markets began to worry about how and when QE might be curtailed. Thank-
fully, that question has been addressed with pronouncements from Janet Yellen, current nominee for Federal Reserve 
Chair, as she shared her views during public testimony to Congress. 

As an interesting footnote, I was granted a 10-minute face-to-face meeting with Ms. Yellen back in May 2008 in Van-
couver after she delivered a keynote speech to the CFA Institute Annual Conference. At the time, she was President and 
Chief Executive Officer of the Federal Reserve Bank of San Francisco, and a voting member of the FOMC. Our discus-
sion focused on what information the Fed had (or did not have) prior to the Bear Sterns meltdown. This brief encounter 
left a lasting impression of a person who is both keenly aware of the critical role the Federal Reserve plays and the im-
portance of having good data for making decisions. In my view, it bodes well for her upcoming tenure as Chair. 

Once again, to our contributors, let me say many thanks for your efforts and for so willingly sharing your views. Hope to 
see you back here again in 2014.  

complex or opaque financial products. I 
also suggested that readers need to be 
careful about conclusions drawn by inde-
pendent research, even ones sourced 
from respected institutions. Sometimes 
the conclusions need more context than 
the authors are able to provide. 

So what did 2013 really reveal? The 
fact investing is a challenging task even 
for highly educated full-time profession-
als. So imagine how hard it is for well-
intentioned laypeople. This I especially 
true for institutions with lay-Boards. They 
could benefit from adding the right people 
to their ranks. Who? People who have 
managed investment products, devel-
oped strategies, reviewed managers and 
have intimate and decades long experi-
ence inside capital markets. 

Conclusion: 

My first prediction for 2014 is that we 
are about to be deluged with all sorts of 
predictions by people in many places. 
Positive and negative predictions will 
abound. Just recognize most will be plain 
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