Real world confidential portfolio discussions

Barbara Stewart

Iam a teacher, but 'm not enjoying my teaching
as much as I would like. I am 57 years old,
and I don't have the passion or energy for it
anymore. I'm hoping to retire around 62 or 63,
and if necessary, I could continue to work part-
time as a supply teacher. I am trying to imagine
different scenarios for my life moving forward.
One scenario is leaving my work and working
on my side project; this would mean selling my
home and finding a situation where I could live
frugally but well. The more traditional approach
would be to retire at 65 and start doing what I
want with my life then. Whenever I talk to my
investment people, I don’t understand a word
they are saying.

I was recently introduced to a woman advisor
who was super helpful and took the time to
explain things to me. She said holding so many
preferred shares was unusual, especially in a Tax-
Free Savings Account (TFSA). She also suggested
my advisor might get paid extra on preferred
shares. Another thing she pointed out was the
few common shares in my account seemed like
“placeholders”, stocks that were chosen without
conviction. Before I think about moving my
investments to her, I thought I would ask your
opinion of her comments and her qualifications.

I think you will be better served with Mary Lacasse
(name changed as requested)—I checked out her
LinkedIn profile, and she has an extensive background
in the industry, plus an MBA with a focus on wealth
management. Her firm is reputable, and importantly, they
charge a management fee but no trading commissions,
so the incentive isn't there to push certain securities over
others.
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Portfolio Confidential

Do you have questions about your own investment portfolio? | have recently set up The Rich Thinking®
Financial Advice Hotline. This will be a win/win: you get a free 30-minute confidential Zoom chat offering an
independent, unbiased perspective on your financial situation with no sales pitch! In exchange, | get to use
the anonymized data that will come from these conversations to make my Rich Thinking research even better.
Email me to book your Zoom discussion: barbara@barbarastewart.ca

Mary’s comments about the preferred shares make sense.
If your objective is growth, why not common shares?
And the dividend tax treatment isn't a positive factor if
they are held in tax-sheltered accounts. So, this leads me
to the same conclusion—the mix of securities appears
to be quite random. What are you paying for if there is
no real strategy?

My advice would be to ask Mary to prepare a financial
plan for you before you become a client. Her firm’s website
says they do financial plans. You would need to complete
a fairly extensive questionnaire, but it would be a useful
process. Your input would be used to generate cash flow
projections for various life scenarios. You could ask her to
run the numbers for retiring at different ages, selling your
house at various points in time and assuming different
levels of part-time income. Seeing a range of potential
outcomes would help you make some of these decisions
better. And having an advisor you can actually understand
will make a world of difference.

Quantity Adjusted Current Book Accrued Yield (%) Market  %of
Average Price ($) Value ($)  Interest / Value ($)  Assets
Cost () Income ($)
BCE INC PFD RED FRST SRR
seg 700 15.699 15320 10,989.00 0.00 4.9% 10,724.00 6.8%
CENOVUS ENGY INC CUM SHS S5 PF
seg 300 19170 22,000 575100 000  52% 660000  42%
ENBRIDGE CUM RED PFD SHR SER D
sog 500 18.654 15.980 932685 000  85% 799000  5.1%
ENBRIDGE INC 4.379% SR P PFD
sog 500 15.850 17.240 7.925.00 000  6.4% 862000  55%
ENBRIDGE INC CUM RED PREF SR 3
seg 500 17.645 15.400 882255 0.00 6.1% 7,700.00 4.9%
FAIRFAX FIN PREF SHS SER J PFD
seg 400 20532 18150 8212:60 000 102% 726000  46%
FAIRFAX FINL CUM SYR PFD E
sog 800 14011 14930 1120900 000  53% 1194400  7.6%
PEMBINA PIPELINE CLAPFD SR 9
sog 400 18740 19.460 7,496.00 000  55% 778400  49%
POWER FIN 4.4% N-CUM 5Y PFD P
seg 800 12.986 13.350 10,388.72 000 3.7% 10,680.00 6.8%
TC ENERGY CORP 3.76% CUM PFD
sog 500 19.300 15350 9,650.00 000  6.1% 767500  49%
TC ENERGY CUMUL RED 1ST PFD S2
sog 500 17.567 14740 878350 000 120% 737000  47%
TRANSA CUM FLT SR D PFD
sog 300 21500 18950 6,450.00 000 11.0% 568500  36%
TRANSALTA 4.6% CUM RT RST PFD
sog 700 15.030 12510 10,521.07 000 58% 875700  55%
Subtotal T 12300329 T 11685000
EQuITY
AGNICO EAGLE MINES LIMITED
sog 75 66.110 72850 495825 000  3.0% 546375  35%
ATCOLTDCLI
sog 200 41282 37.050 825629 000  5.1% 741000 47X
BARRICK GLD CORP
sog 150 31317 23.840 469754 000 23% 357600  23%
UNAMAR CORP
seg 90 63.300 57.610 5,697.00 000 15% 5,184.90 3.3%
MANULIFE FINL CORP
sog 375 26230 265580 983625 000  55% 996750  63%
SNC LAVALIN GRP INC
seg. 200 26.180 42,060 5,236.00 0.00 0.2% 8,412.00 5.3%
Subtotal ) T 4001415
Total 162,759.86 157,94839
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y wife and I are 30-something immigrants

doing well, and we have an investment
advisor who we like and trust. She has told us
that our equity portfolio should return between
five to eight per cent per year. Some years will
be better, and some years will be worse, but over
a ten-year period or more, it should be in that
range, and according to the financial plan she
developed for us, this will allow us to achieve
our objectives.

Where it gets interesting is my wife’s parents

I've interviewed hundreds of investors for my global
research over the years, and I can say with conviction

Investment Return f \

that investor expectations vary by geography
and, at times, significantly. Forecasts shift for
legitimate factors such as expected inflation
rates, interest rates and the potential for an
economic downturn. These factorsc an affect
return expectations for different countries, but
we also see expected return variances between
advisors and their clients.

The graph to the right puts this in perspective,
and interestingly, Australia has the second
widest gap in return expectations between
investors (12.5%) and finance p rofessionals
(6.9%). I don’t know why this is the case,
but if your in-laws socialize and talk about
money with friends and colleagues, they may
have picked up the idea that a 12.5% return
expectation is a reasonable one. Their Australian
advisors don’t seem to agree, and it is interesting
that your Canadian advisor shares their more
reasonable return expectations.

If you want to read the full versions, you
need to subscribe. Use Barbara’s code
RICHB to get 20% off a one year
subscription: after the discount, that’s only
$15.99 for the online version, $21.56 for
print, or $29.56 for print AND online!
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have moved from Australia to Canada to be
with us (and their future grandchildren) and
we recommended our investment advisor. The
weird thing is that they expect 10-15% returns
annually (!), and as a result, they don’t want
to use our investment advisor thinking that
her targets are unambitious and unreasonable.
They want to find someone who can offer them
returns that are more or less double what our
advisor thinks are likely.

What should I say to them?

Expectations
IN 2023

We show long-term portfolio return expectations, based
on a survey of 8,550 investors and 2,700 advisors.
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