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We need a 2009 Investor Town Hall now! See info on the 2005 Investor Town Hall at. 

http://www.osc.gov.on.ca/Investor/Forum/TownHall/th_20050531_audiocast-transcript.pdf  

Note the lack of progress after 4 years. 

"Wall Street is a place where whatever can be sold will be sold. You are the consumer of 

their dreck. What they can sell to you, they will sell to you." -Robert Soros, as quoted by 

Jeffrey Goldberg, “Why I Fired My Broker,” The Atlantic, May 2009   

http://www.ombudsassociation.org/  The mission of the International Ombudsman  

Association is to support and advance the global Organizational Ombudsman profession and 

ensure that practitioners work to the highest professional standards. See Code of Ethics, 

Standards of practice and Best Practices. 

Due Diligence: 10 Steps to Avoiding Ponzi Schemes and Financial Fraud 

http://www.aaii.com/includes/DisplayArticle.cfm?Article_Id=3748&ro=3940  

Manulife faces reality –cuts m/m fund fees  

On June 30, 2009 Manulife Mutual Funds announced that it is making temporary changes to 

Manulife Money Fund and Manulife Short Term Yield Class “to respond to low interest rates 

on money market instruments in Canada and maintain a positive yield for 

securityholders.”Effective July 1, Manulife is temporarily reducing the management fees on 

the Advisor Series of the funds. On certain series of the funds, Manulife pays dealers a trailer 

fee from the management fees collected. Trailer commissions have been temporarily 

suspended, effective July 1.Also effective July 1, the DSC and Low Load options for the 

funds will be capped to all new purchases, however switches in from other Manulife funds 

will still be permitted. Why anybody would ever allow themselves to be sold a DSC money 

market fund is beyond our understanding. 

hhttp://www.manulife.com/corporate/corporate2.nsf/Public/canada063009.html  

Sufficiently Diversified? The iShares CDN S&P/TSX Capped Information Technology 

Index Fund 

 

XIT is an exchange-traded index fund  that seeks to provide long-term capital growth by 

investing in shares of the companies that make up the S&P/TSX Capped Information 

Technology Index in the same proportion as they are reflected in the Index. The S&P/TSX 

Capped Information Technology Index is a constrained market capitalization-weighted index 

that consists of Canadian IT sector companies listed on the Toronto Stock Exchange. 

Companies are selected for the Index using Standard & Poor's industrial classifications and 

guidelines for evaluating company capitalization, liquidity and fundamentals. In the S&P/TSX 

Capped Information Technology Index, the weight of any one company, in terms of market 

capitalization, is limited to 25%.Top holdings as at July 30, 2009:    
26.00%  CGI GROUP INC - CL A  

22.04%  RESEARCH IN MOTION  

21.62%  OPEN TEXT CORP  

http://www.osc.gov.on.ca/Investor/Forum/TownHall/th_20050531_audiocast-transcript.pdf
http://www.ombudsassociation.org/
http://www.aaii.com/includes/DisplayArticle.cfm?Article_Id=3748&ro=3940
hhttp://www.manulife.com/corporate/corporate2.nsf/Public/canada063009.html
http://ca.ishares.com/product_info/fund_overview.do?ticker=XIT
http://ca.ishares.com/product_info/fund_overview.do?ticker=XIT
http://www.investcom.com/cgi-bin/nameindustry/symbolsearch1.cgi?ID=1&string=XIT&exact=yes&sym=yes
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17.36%  CELESTICA INC  

12.69%  
MACDONALD 
DETTWILER&ASSOC  

 

New Brochure: The Investment Industry Regulatory Organization of Canada (IIROC) has 

produced the brochure "Why IIROC Matters to you, the Investor," to inform investors about 

IIROC's regulatory mandate and responsibilities, specifically its role in investor protection. 

Investors may access the brochure at the IIROC web site www.iiroc.ca at 

http://www.iiroc.ca/English/MemberResources/Brochures/Documents/WhyMatterBroch 

ure_en.pdf 

On June 19
th

, 2009 the CSA published new proposed rules for Point of Sale disclosure 

for mutual funds for public comment.  

http://www.osc.gov.on.ca/HotTopics/POS/pos_20090619_81-101_rfc_app-a_app-b.pdf  

Our concerns center around risk disclosure, lack of a benchmark , exclusion of the TER from 

fund costs ,unduly light treatment of income tax issues, the use of the term “investor 

initiated”, the approach to document delivery and the unwarranted reduction of investor rights 

of recission/cancellation. You can make your comments known up to Oct. 17, 2009 .We are 

also asking for a Consumer Companion Guide to help investors best use Fund Facts. 

Advisor Resource CHECKLIST 

Here are some resources to help you check on the background of an investment adviser.  

To ensure an adviser is properly registered check with provincial securities commissions;  

On the Web: securities-administrators.ca/investortools.aspx?id=90 To check to see if an 

adviser has been disciplined by regulators, check with provincial securities commissions, the 

Investment Industry Regulatory Organization of Canada, the Mutual Fund Dealers 

Association of Canada( M[FDA].  

On the Web: securities-administrators.ca/investortools.aspx?id=90   

www.iiroc.ca/English/Investors/MembInfoService/DisciplinarySearch/Pages/default.aspx  

mfda.ca/enforcement/hearingscurrent.html  

mfda.ca/enforcement/hearingscomplete.html  

To check to see if a financial planner with a CFP [Certified financial planner] designation is in 

good standing check with the Financial Planners Standards Council. On the Web: 

fpsccanada.org/good_standing  

To check to see if an adviser's firm is supervised by regulators, check with IIROC or the 

MFDA. On the Web: mfda.ca/members/members.html 

www.iiroc.ca/English/About/OurRole/Pages/DealersWeRegulate.aspx  

http://www.iiroc.ca/
http://www.iiroc.ca/English/MemberResources/Brochures/Documents/WhyMatterBrochure_en.pdf
http://www.iiroc.ca/English/MemberResources/Brochures/Documents/WhyMatterBrochure_en.pdf
http://www.osc.gov.on.ca/HotTopics/POS/pos_20090619_81-101_rfc_app-a_app-b.pdf
securities-administrators.ca/investortools.aspx?id=90
securities-administrators.ca/investortools.aspx?id=90
www.iiroc.ca/English/Investors/MembInfoService/DisciplinarySearch/Pages/default.aspx
mfda.ca/enforcement/hearingscurrent.html
mfda.ca/enforcement/hearingscomplete.html
fpsccanada.org/good_standing
mfda.ca/members/members.html
www.iiroc.ca/English/About/OurRole/Pages/DealersWeRegulate.aspx
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Source Rob Carrick article : 

http://v1.theglobeandmail.com/servlet/story/RTGAM.20090722.escenic_1227771/BNStory/O

ther  

Should you invest in blue chips stocks? 

In reality, the performance of large, stable companies isn‟t necessarily better than that of the 

entire stock market.  The problem is that a large, stable company today might not always be in 

that category.  For example here is a link to a 1955 article about General Motors (GM) and 

how well the stock was doing.  Admittedly, 55 years is a long time but there are plenty of 

other examples of companies that went from being “blue chips” to “cow chips” in less time 

than GM did. Source: July 20, 2009 ABC‟s of Investing email  

Good Checklist: The Investment Counsel Association of Canada has created an investment 

firm selection checklist and also provides detailed information on fraud prevention. The 

checklist is available on the ICAC website. 

http://www.investmentcounsel.org/findafirm_selecting.asp  

Ireland's Ombudsman calls for  Review of investment products sold to elderly It appears 

that many people were 'preyed on' by financial institutions and that staff at the institutions had 

received nice commission from easy targets, many of whom were investing the proceeds of 

the sale of property during the boom, without knowing the intricacies of the products 

concerned. http://www.rte.ie/news/2009/0714/ombudsman.html You can view their 2009 

complaint trends at http://www.financialombudsman.ie/  

http://www.pfin.ca/canadianfixedincome/Default.aspx   

CanadianFixedIncome.ca provides investors with the information they need to invest 

knowledgeably in the Canadian fixed income market. They provide access to offer prices 

and yields available through CBID - Perimeter Financial's electronic fixed income 

marketplace. 

What are the risks of leveraged and inverse ETFs?  

There are a number of risks associated with investments in leveraged and inverse ETFs. 

Leverage risk ς Both leveraged and inverse ETFs borrow directly against investments in the fund or 
use derivatives to accomplish their objectives. Using leverage either directly through borrowing or by 
trading in derivatives can cause magnified losses during adverse market conditions. 
Price volatility risk ς The prices of leveraged and inverse ETFs fluctuate much more widely than prices 
of conventional index ETFs, because of the use of leverage and daily re-balancing and compounding.  
Counterparty risk ς When leveraged and inverse ETFs use derivatives, they are exposed to risk that 
the person providing the derivative may default. If that person fails to perform the obligations under 
the derivative contract, the value of the investment may decline, no matter what the underlying 
index has done. 

http://v1.theglobeandmail.com/servlet/story/RTGAM.20090722.escenic_1227771/BNStory/Other
http://v1.theglobeandmail.com/servlet/story/RTGAM.20090722.escenic_1227771/BNStory/Other
http://www.abcsofinvesting.net/stock-exchanges/
http://www.time.com/time/magazine/article/0,9171,866513,00.html
http://www.investmentcounsel.org/findafirm_selecting.asp
http://www.rte.ie/news/2009/0714/ombudsman.html
http://www.financialombudsman.ie/
http://www.pfin.ca/canadianfixedincome/Default.aspx


4 

 

Transparency risk ς Unlike a conventional index ETF where the securities making up the index are 
always known by looking at the underlying index, leveraged and inverse ETFs are not so transparent. 
The use of derivatives can make the composition of these ETFs very unclear. 
Fee risk - Leverage and inverse ETFs have much higher management expense ratios (MERs) than 
other ETFs because they are not just following an index but actively managing a variety of 
investments, including derivatives. The MER on an ETF based on the TSX-60, for example, is 0.17%. 
The MER on a leveraged ETF may be 1.15%, almost 7 times as much. MERs have a huge impact on 
your return over time. Source: http://www.investright.org/alerts.aspx?id=518  
LC ȅƻǳ ŘƻƴΩǘ ǳƴŘŜǊǎǘŀƴŘ ƛǘΣ ŘƻƴΩǘ ōǳȅ ƛǘΦ 

 “A key lesson from the downturn is that in declining markets, finding non-correlated 

assets is harder than was previously thought. A study recently presented to the 

Chartered Financial Analyst Institute shows that diversification across asset classes 

works in rising markets but fails in falling markets. The reason, according to the authors 

of the study, is that “ fear is more contagious than optimism”- D. Richards, Portfolio 

diversification failure puts investor risk tolerance under the spotlight, G&M, July 21, 2009 pg 

B9  [Does diversification ñlend you an umbrella when the sun is shining and want it back when it starts 
to rainò? ] 

Bailout Music Video  http://www.merlehazard.com/Merle_Hazard/BAILOUT.html  

 “It’s like having your head in the oven and your feet in a tub of ice; your overall body 

temperature might e OK but the chances of survival are pretty slim” -Sebastien Page , 

State Street Associates 

http://www.advisorperspectives.com/newsletters09/pdfs/Why_Diversification_is_Failing.pdf  

[When both the US and the world (excluding the US) markets were up by more than one 

standard deviation above their mean, the correlation between them is 35%. When both are 

down by more than one standard deviation below their mean, their correlation rises to 85%, 

precisely the opposite of what investors desire. In short: Diversification is failing because of 

correlation asymmetry]  

Canadian Securities Lending Association (CASLA) formed: On April 27, 2009 CIBC 

Mellon, Northern Trust, RBC Dexia and State Street Corporation announced the formation of 

the Canadian Securities Lending Association (CASLA) to advocate on behalf of all securities 

lending market participants in Canada. A sure sign some lobbying is planned but without 

retail investors at the table. 

 

Read Red-Flagging Financial Fraud, a brochure that is available on the AMF website. It will 

help you recognize several types of illegal tactics, and provides tips to keep you on guard 

against fraud artists. 

http://www.lautorite.qc.ca/userfiles/File/Publications/Consommateurs/AMF_Financial-

Fraud.pdf  

 

IOSC website a fraud –Beware  

  

The Autorité des marchés financiers (AMF) cautions investors about an organization called 

http://www.investright.org/alerts.aspx?id=518
http://www.merlehazard.com/Merle_Hazard/BAILOUT.html
http://www.advisorperspectives.com/newsletters09/pdfs/Why_Diversification_is_Failing.pdf
http://www.lautorite.qc.ca/userfiles/File/Publications/Consommateurs/AMF_Financial-Fraud.pdf
http://www.lautorite.qc.ca/userfiles/File/Publications/Consommateurs/AMF_Financial-Fraud.pdf
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the International Organization of Securities Commission (IOSC), which is not to be confused 

with the International Organization of Securities Commissions (IOSCO) or the Organisation 

internationale des commissions de valeurs (OICV). The IOSC website uses as logos and 

without authorization the shields of U.S. agencies such as the United States Department of 

Justice and the Federal Trade Commission. IOSC states that it is a securities regulator 

operating in the U.S. for the benefit of U.S. citizens, which is of course false. 

http://www.lautorite.qc.ca/pdf/com29juil2009-iosc-ang.pdf 

 

Who is Marcia Stewart? She is general counsel for AIC Global Holdings Inc., which owns 

Burlington, Ont.-based AIC Ltd, a leading fundco. 

Worthless Stock: How to Avoid Doubling Your Losses 

Con artists across the globe have stepped up their efforts to rip off investors, especially non-

U.S. residents who have lost money in the U.S. securities markets. While it‟s natural to want 

to recoup one‟s losses as quickly and as fully as possible, the SEC warns investors to be 

extremely skeptical of offers to exchange worthless or poorly performing stocks for blue chips 

or “hot” performers .Read .http://www.sec.gov/investor/pubs/worthless.htm on how to protect 

yourself. 

Fundcos get payment extension-can’t find their clients after 3+ years 

 

Five Canadian fund companies are still trying to track down investors to return monies owed 

from a market timing scandal that was settled with regulators in 2004-2005.AGF Funds Inc., 

I.G. Investment Management Ltd., CI Investments Inc., Franklin Templeton Investments 

Corp., and AIC Ltd. have been granted a two-year extension from the Ontario Securities 

Commission to allow investors harmed by the market-timing activities to make claims until 

June 1, 2011.Fund companies were ordered to set aside $205.6 million to be paid back to 

investors because the companies allowed hedge funds to pillage mutual funds using market 

timing. Under a settlement approved by the OSC in June, 2005, the fund companies were 

required to place uncashed cheques into a trust account, and use "reasonable efforts" over the 

next 3 years to find the affected investors who were entitled to a payment of $200 or 

more.AIC Ltd., which agreed to set aside $58.8-million - the largest amount toward restitution 

among the 5 companies - has about $2.4-million remaining in uncashed cheques. All amounts 

remaining in the Trust Account will be paid to the Relevant Funds (or the appropriate 

successor entity of any relevant Fund that has been merged or reorganized in the interim) 

shortly after June 1, 2011, 

http://www.osc.gov.on.ca/Enforcement/Proceedings/RAD/rad_20090722_aic-limited.jsp . 

 

How have your mutual funds performed over the long term? Find out in The Globe and 

Mail's latest review of fund performance during the past decade-and-a-half. Taking the long 

road 

 

Classic paper by Glorianne Stromberg Streetproofing for Investors June , 1999 

http://www.sipa.ca/library/Documents/Stromberg_Streetproofing_99Jun06.htm As valid 

http://www.lautorite.qc.ca/pdf/com29juil2009-iosc-ang.pdf
http://www.sec.gov/investor/pubs/worthless.htm
http://www.osc.gov.on.ca/Enforcement/Proceedings/RAD/rad_20090722_aic-limited.jsp
http://www.globefund.com/v5/content/review/
http://www.globefund.com/v5/content/review/
http://www.sipa.ca/library/Documents/Stromberg_Streetproofing_99Jun06.htm
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today as it was when written. 

U.K. Pensioner wins huge Barclays payout 

Roger Williams, Mr Price's local Liberal MP, says: 'I'd like to congratulate Money Mail for 

achieving such a great result for my constituent. I'm appalled that Barclays' salesmen are 

targeting vulnerable people in this way and I will be writing to them to determine what their 

policy is, as it obviously needs to change.'  

Robert Reid, from financial adviser Syndaxi Financial Planning, says: 'Barclays appears 

reluctant to settle any of these cases at an early stage which is putting savers, particularly the 

elderly under unnecessary additional stress. This is morally reprehensible.'  

 
 

 
 

 

 

 

 

 

Justice may yet be done in non-bank ABCP fiasco  

 

Canadian financial regulators targeting some of the country's largest bank-owned investment 

dealers in connection with the asset-backed commercial-paper crisis are seeking record 

settlements worth as much as $400-million on behalf of aggrieved retail investors. Sources say 

about three dozen investors, representing families and individuals, who were stranded with 

investments worth more than $1-million each when the $32-billion ABCP market seized in 

August 2007, have been imploring securities regulators in Ontario and Quebec to take action 

against the entities that sold third-party ABCP investment products in the weeks shortly before 

the collapse. According to persons familiar with the discussions, the commissions and IIROC, 

are seeking unprecedented settlements because they could then attempt to distribute 

compensation directly to investors. That would not be possible with awards ordered as a result 

A man aged 91 has won almost £200,000 from 

Barclays after the bank admitted advising him to 

gamble his life savings on the stock marketIsaac The 

salesman advised him to put half of his money into 

Aviva Global Cautious Income and the remainder into 

Aviva Global Balanced Income. Price had held all of 

his money in savings accounts until he was visited in 

his care home in Llanrindod Wells, Wales, by a 

Barclays salesman in November 2007. The decision 

to pay up represents a humiliating U-turn for the 

bank, which rejected Mr Price's complaint only 

months previously. 

http://www.thisismoney.co.uk/investing/article.html?i

n_article_id=488746&in_page_id=166&position=mo

retopstories  

 

http://www.thisismoney.co.uk/barc
http://www.thisismoney.co.uk/investing/article.html?in_article_id=488746&in_page_id=166&position=moretopstories
http://www.thisismoney.co.uk/investing/article.html?in_article_id=488746&in_page_id=166&position=moretopstories
http://www.thisismoney.co.uk/investing/article.html?in_article_id=488746&in_page_id=166&position=moretopstories
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of an administrative hearing as fines or penalties due to restrictions in the Crawford plan that 

prohibits legal action. Sources say the OSC is attempting to secure settlement agreements 

similar to the $205.6-million deal it negotiated in 2004 with five mutual fund companies and 

three bank-owned brokerages over the abusive practice of market timing. Bay Street can be 

expected to put their top lawyers to work defending this case. Source: Theresa Tedesco, 

Settlements of up to $400M sought in ABCP saga, Financial Post, July 30, 2009  

 

“ Investment fund regulation is getting better and better, but not fast enough to prevent it 

from going from bad to worse” –Ken Kivenko  

 

ProShares issues Open Letter on leveraged ETF’s  

http://www.proshares.com/resources/news/51919402.html  

New Paper on mutual fund disclosure using summary information: This paper explores 

mutual fund disclosure issues - Results indicate that while investors continue to place too much 

emphasis on prior performance, the provision of supplemental information, particularly in a 

graphical format, interacts with performance and investment knowledge to influence 

perceptions and evaluations of mutual funds The results show that investors will respond 

positively to summary data presented on a single page. The authors note that further testing of 

modified summary documents is needed to lessen existing biases on the part of investors, 

particularly an overemphasis on past performance versus expense information. The effects of 

summary information on consumer perceptions of mutual fund characteristics Journal of 

Consumer Affairs, Spring, 2008 by John Kozup, Elizabeth Howlett, Michael Pagano 

http://findarticles.com/p/articles/mi_hb3250/is_1_42/ai_n29419895/  

In the U.S., the SEC is aware that the ordinary investor faces a complex decision when choosing 

a mutual fund, and thus, the SEC provides a detailed online guide that describes numerous 

relevant factors related to risk, return, and expenses (e.g., SEC 2006). In addition, the SEC has 

proposed using Web-based "tagging" technology to make it easier for investors to compare the 

performance of different mutual funds. Research by the Investment Company Institute, an 

organization that represents the mutual fund industry, supports the revamping of the disclosure 

mechanism to include interactive data. Tagging involves the placement of electronic tags on 

specific data items (e.g., revenue, profit margins, or reserves), which allows investors to 

compare these interactive data across companies and industry groups. However, it is not clear 

whether the use of such technology, if implemented in its currently proposed format, will result 

in a standardized summary disclosure of the most-salient mutual fund data. 

 

Former Broker faces forgery allegations 

 

A former top broker at ScotiaMcleod Inc. who cleared her name over accusations of improper 

trading in 2004 is facing fresh allegations that she condoned or encouraged assistants to alter 

client documents at her new employer, Wellington West Capital Inc. See 

http://docs.iiroc.ca/DisplayDocument.aspx?DocumentID=13B646FC602B42B9A54E6449F61B

C85F&Language=en  The Investment Industry Regulatory Organization of Canada  alleges, 

among other things, that Carolann Steinhoff's assistants pasted old or photocopied signatures on 

to client documents, and used white-out fluid to change instructions on documents while leaving 

http://www.proshares.com/resources/news/51919402.html
http://findarticles.com/p/articles/mi_hb3250/
http://findarticles.com/p/articles/mi_hb3250/
http://findarticles.com/p/articles/mi_hb3250/is_1_42/
http://findarticles.com/p/search/?qa=John%20Kozup
http://findarticles.com/p/search/?qa=Elizabeth%20Howlett
http://findarticles.com/p/search/?qa=Michael%20Pagano
http://findarticles.com/p/articles/mi_hb3250/is_1_42/ai_n29419895/
http://docs.iiroc.ca/DisplayDocument.aspx?DocumentID=13B646FC602B42B9A54E6449F61BC85F&Language=en
http://docs.iiroc.ca/DisplayDocument.aspx?DocumentID=13B646FC602B42B9A54E6449F61BC85F&Language=en
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the signatures intact. Altered forms were allegedly sent by fax to Wellington's head office "as 

properly executed documents". She is also accused of not responding truthfully or completely to 

queries about documents that were allegedly falsified in March 2007, and also of altering a 

courier delivery receipt to corroborate her statements and counseling or encouraging one of her 

assistants "to make evasive or misleading statements" to investigators. Ms. Steinhoff left the 

firm at the end of June, 2009. None of the allegations has been proven and a hearing is set to 

take place in Victoria, B. C., where Ms. Steinhoff worked, on Sept. 21.She wrote to the Wise 

Persons Committee detailing the earlier encounter with IIROC where she was exonerated after a 

lengthy, bitter battle-it makes interesting reading. http://www.wise-

averties.ca/submitted_en.asp?file=sub_ste  

 

“I used to be indecisive about the ASC, but now I’m not so sure”- anonymous Calgarian 

 

Financial literacy inadequate as investor protection  

 

In a July 13, 2009 G&M article Education no substitute for regulation Ed Waitzer remarked: 

“  

Finance Minister Jim Flaherty recently announced the establishment of a Task Force on 

Financial Literacy to help create a cohesive national strategy to improve financial education . 

Statistics Canada is conducting a nationwide survey to assist the task force in identifying areas 

of strength and weakness in the many financial literacy efforts currently being undertaken by all 

levels of government and many private sector and non-profit organizations. Regrettably, 

investor education may at times become a convenient excuse to refrain from considering the use 

of other regulatory instruments to assist those who have experienced poor financial outcomes. 

The contrast of U.S. regulators being prepared to invoke fraud charges to cause banks to buy 

back auction-rate securities compared with the “made-in-Canada” solution to our asset-backed 

commercial paper crisis (with investors shouldering a significant portion of the losses while 

financial institutions may be shielded from legal action) is a case in point. While it may be 

politically expedient, it's not clear that the pursuit of investor education programs is always 

optimal from a cost-benefit perspective. ” .We certainly agree that regulatory enforcement is a 

key success factor as regards investor protection. As to the composition of the Task Force we 

can only wonder why it is being led by industry participants and not educators, academics or 

investor advocates. We argue that Streetproofing against Bay Street games is just as important 

as understanding the importance of saving, compound interest or how mutual funds work. 

 

Canadian fund manager attracts SEC attention  

 

Toronto fund manager Weizhen Tang, accused of running a $40 million Ponzi scheme, has 

reached a settlement agreement with the U.S. Securities and Exchange Commission. According 

to court papers filed in the United States in April, 2009 more than US$8-million in "purported 

profits" were paid out between 2006 and 2008 "despite significant trading losses incurred during 

that time."Tang, who ran the Oversea Chinese Fund Ltd. Partnership, a hedge fund, and called 

himself the Chinese Warren Buffett, agreed to a settlement that freezes his assets and permits a 

court in Dallas to determine whether he‟ll pay disgorgement and civil penalties in the case. 

Tang, who faces criminal charges and regulatory action in Canada, doesn‟t admit or deny the 

SEC claims. Mr. Tang faces a dozen counts of alleged securities fraud and other stock and 

http://www.wise-averties.ca/submitted_en.asp?file=sub_ste
http://www.wise-averties.ca/submitted_en.asp?file=sub_ste
http://www.theglobeandmail.com/report-on-business/commentary/education-no-substitute-for-regulation/article1216063/
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alleged trading transgressions, and is scheduled to appear in a Toronto courtroom on Aug. 12. 

Source: http://www.sec.gov/litigation/complaints/2009/comp20988.pdf  

 

 
 

 

Investors Summa SRI Fund: This DSC Fund aims to earn moderate income and long-term 

capital growth by making ethical investments primarily in the common shares of Canadian 

corporations. 

Key Stats  MER= 2.67% ; worst 12 mos.= -49.08% ; 5 Year Avg  -1.26% , TSX/S&P  6.58% 

 

 

 
 

Well, it beats a CSB but is a “tad” more volatile. Assets are a meager $41 million. 

 

 

Email from a reader: Have you heard of the Vanguard Dividend Appreciation ETF? Its MER 

is just 0.38%. Its symbol is VIG on NYSE. Itôs loaded with Blue Chip firms and yields about 
2.2%. Its price is US$42.25 -52 week range $30-$56 .By the way, the Claymore Cdn Dividend 
Fund (TSX: CSZ) yields about 6% with an MER of 0.65%. -- Feemiser in Sty. Johnôs  
 

Here is a list of all provincial regulators, and links or details on how to quickly check on 

your advisor’s registration status: http://www.wheredoesallmymoneygo.com/earl-jones/  

Thanks to wheredoesallthemoneygo.com for this.  

 

“If investors only bought what they understood they would leave their cash under the 

mattress” - leveraged ETF salesman 

 

Manulife facing regulatory, legal actions 

 

Manulife Financial Corp. is named as defendant in a U.S. shareholder class action law suit 

alleging it made false and misleading statements over its failure to hedge its exposure to equity 

http://www.sec.gov/litigation/complaints/2009/comp20988.pdf
http://www.wheredoesallmymoneygo.com/earl-jones/
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markets. The action was filed in a U.S. District Court in New York by the New York law firm 

of Abbey Spanier Rodd & Abrams LLP. The suit comes less than a month after Manulife 

disclosed it has received an enforcement notice from the Ontario Securities Commission 

regarding the company's public disclosure before March 2009 of the potential impact of 

declining equity markets on its investment product guarantees. The OSC is probing Manulife's 

disclosure on its segregated funds and annuity products.  In Canada, a lawsuit, filed by class-

action specialists Siskinds LLP, was brought by trustees of the Ironworkers Ontario Pension 

Fund on July 31. Over the past few years Manulife built up significant exposure to equity 

markets through sales of guaranteed variable annuities, which were popular among clients 

because they promised a minimum return. However the company decided not to hedge the 

exposure, resulting is major problems after last fall's market collapse.MFC stock has been hit 

hard due to writedowns. Siskinds is interested in speaking to investors who purchased shares of 

Manulife from January 26, 2004 to March 26, 2009. Those investors are encouraged to contact 

Scott Selig of Siskinds at 1-800-461-6166 ext. 7824, Toronto office (416) 362-8334 or by email 

at scott.selig@siskinds.com. Investors can complete the online information form here to help 

assist us in the prosecution of this action. 

 

Lech giving Earl Jones competition for media attention  

 

Andrew Keith Lech, a convicted fraudster now serving jail time for running a massive Ponzi 

scam, says he may fight efforts to have him permanently banned from Canadian stock markets. 

Lech did not attend the hearing at the Ontario Securities Commission July 22. But he wrote to 

the commission from jail, asking that the proceedings against him be postponed until he can get 

advice from a securities lawyer .He indicated he is trying to retain one through Legal Aid, a 

suggestion Jonathon Feasby, counsel for the OSC, called "absurd." In October 2007, Lech was 

sentenced to six years in jail after pleading guilty to fraud. He admitted he had collected 

between $50 million and $70 million from more than 500 investors. He also served time in jail 

for refusing to answer questions from lawyers in a class-action lawsuit. Source:  

MADHAVI ACHARYA-TOM YEW, Jailed fraudster might fight bid to ban him from markets, 

Toronto Star, July 23, 2009  

 

SEC’s Investor Advisory Committee has first meeting  

 

The U.S. Securities Commission established the SEC Investor Advisory Committee (IAC) in 

June 2009 to advise the Commission on matters of concern to investors in the securities 

markets; provide the Commission with investors' perspectives on current, non-enforcement, 

regulatory issues; and serve as a source of information and recommendations to the 

Commission regarding the Commission's regulatory programs from the point of view of 

investors. Current discussion topics include disclosure, proxy voting, investor literacy, valuation 

etc. Source: http://www.sec.gov/news/press/2009/2009-175.htm  No regulator or SRO in 

Canada currently has a functioning IAC. The SEC IAC Charter is at 

http://www.sec.gov/spotlight/invadvcomm/invadvcomm-charter.pdf  

BetaPro and National Bank pretty chummy  

Canadian exchange-traded-funds management company BetaPro Management Inc. has sold a 

mailto:scott.selig@siskinds.com
https://www.siskinds.com/survey/joinAction/join_action.asp?action=manulife
http://www.sec.gov/news/press/2009/2009-175.htm
http://www.sec.gov/spotlight/invadvcomm/invadvcomm-charter.pdf
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20% stake of its subsidiary AlphaPro Management Inc. to National Bank Financial Group. 

National Bank is currently the official designated broker for both companies, and serves as the 

counterparty of the underlying derivatives of AlphaPro and BetaPro. Both companies fall under 

Jovian Capital Corp., (JOV: TSX) a Toronto-based financial services company with $12-billion 

in client assets. In early May, National Bank received relief granted from the requirements 

contained in paragraphs 2.5(2) (a) and 2.5(2) (c) of National Instrument 81-102 Mutual Funds -- 

Top Funds will be permitted to invest up to 10% in aggregate in securities of exchange-traded 

funds traded on a Canadian or American stock exchange -- The exchange-traded funds are 

defined by categories and the relief subject to certain conditions. In addition to investing in 

ETFs that qualify as index participation units as defined in NI 81-102 (IPUs), the Funds propose 

to invest in the following: 

a) ETFs that use leverage to obtain exposure to no more than +/- 200% of a widely-quoted 

market index (the ETF's Underlying Index) on a daily basis (Leveraged ETFs). Leveraged 

ETFs invest in a manner to replicate, before fees and expenses, the performance of an 

Underlying Index on a multiple or an inverse (opposite) multiple basis. A Leveraged ETF that 

tracks the inverse of its Underlying Index by no more than 200% is referred to as a Bear ETF. 

As each Leveraged ETF uses some form of leverage to track either its Underlying Index or the 

inverse of its Underlying Index by a specified multiple on a daily basis, it does not "replicate" 

the performance of a specified widely-quoted market index and is not, therefore, an IPU; 

b) ETFs that hold gold, permitted gold certificates or specified derivatives of which the 

underlying interest is gold or permitted gold certificates (Gold ETFs). Underlying assets of the 

Gold ETFs are assets that the Funds are permitted to hold pursuant to section 2.3 of NI 81-102. 

Gold ETFs invest in a manner to replicate, before fees and expenses, the price of gold. As Gold 

ETFs track the price of gold, rather than a "specified widely-quoted market index", they are not 

IPUs; and 

c) Gold ETFs that are also Leveraged ETFs (Leveraged Gold ETFs). Leveraged Gold ETFs 

are a combination of Leveraged ETFs and Gold ETFs and so will not meet the definition of an 

IPU. 

Source: 

http://www.osc.gov.on.ca/Regulation/Orders/2009/ord_20090515_212_national_bank.jsp  

 

TD Ameritrade forced to account by SEC –estimated at US$456 million 

 

The U.S. Securities and Exchange Commission t has settled charges against TD Ameritrade, 

Inc. over allegations that it made inaccurate statements when selling Auction Rate Securities. 

Similar to other settlements with firms over their Auction Rate Securities (ARS) sales, this deal 

will provide its customers the opportunity to sell any ARS bought prior to the collapse of the 

market for these securities (in February 2008) back to the firm. The SEC previously announced 

settlements over similar issues with Citigroup and UBS, Wachovia, Bank of America, RBC 

Capital Markets, and Deutsche Bank. According to the SEC's administrative order, TD 

Ameritrade's registered representatives told customers that ARS were an alternative to 

certificates of deposit and money market accounts, although they are actually very different 

http://www.osc.gov.on.ca/Regulation/Orders/2009/ord_20090515_212_national_bank.jsp
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investments. Among other things, it also claimed that the firm's reps did not tell customers 

about the complexity and risks of ARS, including their dependence on successful auctions for 

liquidity. The commission censured the firm, ordered it to cease and desist from future 

violations, and reserved the right to seek a financial penalty against the firm, which consented to 

the order without admitting or denying the SEC's allegations. 

http://www.sec.gov/news/press/2009/2009-163.htm  and 

http://www.sec.gov/litigation/admin/2009/33-9053.pdf  

 

What is ETF tracking error and why is it important? 

 

An exchange traded fund is designed to track the performance of a stock market index. The 

extent to which it does not match index performance is called tracking error. In a recent article, 

Larry MacDonald provided some reasons for this underperformance. The most obvious reason 

of course is that no matter how small the fee, the MER takes away some of the return. Cash 

dividends can also create a slight drag before it is paid out by an ETF. But there are other 

reasons. MacDonald tells us that a study by investment dealer Morgan Stanley found that the 

average tracking error for all U.S.-listed ETFs was 0.52 % in 2008. Some ETFs had higher 

errors than others. For example, the Vanguard Telecom Services fund (VOX: N) returned 2.2 

percentage points less than its benchmark index. Annualized tracking errors for Barclay 

Canada's iShares family range from 0.18 % for the iShares CDN Large Cap 60 Index Fund 

(XIYU: TSX) to 1.06 % for the iShares CDN S&P 500 Currency-Hedged Index Fund (XSP: 

TSX). Here‟s some reasons he provides: 

 
¶ Premiums/discounts to net asset value may occur when investors bid the market price of an 

ETF above or below the net asset value (NAV) of its portfolio of securities 

 
¶ Securities in the index basket sometimes have to be replaced when they no longer meet the 

criteria for inclusion. The ETF provider needs to follow suit and update its portfolio, which 
incurs transactions costs. As well, it may not be possible to add or delete stocks at the same 
prices recorded for the index basket. 

¶ ñportfolio optimization,ò specifically, the use of a sample less than half the size of the index 

basket can cause errors. Optimization is done when, for any number of reasons, replication is 
not possible: it would be too expensive to buy the index, there are limits on the number of 
shares a fund can own, the index is just too big and so on. 

¶ Commodity ETFs, in many cases, track the price of a commodity through the futures 
markets, buying the monthly contract closest to expiry. As the weeks pass and the contract 
nears expiration, the ETF provider will sell it and buy the next month's contract. This 

operation, known as the ñroll,ò is repeated every month. If contracts further from expiration 
have higher prices (contango), the roll into the next month will be at a higher price, which 
incurs a loss.  

¶ International ETFs with currency-hedging may not follow their benchmark foreign index due 
to the costs of currency hedging. Factors affecting hedging costs are market volatility and 
interest-rate differentials, which impact the pricing and performance of forward contracts. 

Some ETF companies may offset tracking errors through security lending, which is the practice 

of lending out ETF holdings to mainly hedge funds for short selling. The lending fees collected 

from this practice can be used to lower tracking errors, if so desired (many ETF providers keep 

substantial portions of the lending fees for themselves).Source: L. MacDonald , Digging deeper 

into  ETF performance, Globe and Mail, July 24, 2009 pg B9 Tracking error is what separates 

http://www.sec.gov/news/press/2009/2009-163.htm
http://www.sec.gov/litigation/admin/2009/33-9053.pdf
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good ETF managers from poor ETF managers.  In this way tracking error seems like a cost to 

the ETF investor.  The explicit cost of an ETF is the expense ratio.  However, in some instances 

it is the tracking error, an implicit cost, which has a greater impact on the ETF and its 

performance. Every ETF has different factors playing into reasons for error, so it is wise to 

check performance and look into holdings. 

IA Clarington target-date fund does the right thing- matures early 

 

IA Clarington Investments Inc. has moved up the maturity date for IA Clarington Target Click 

2010 by nine and a half months. The company announced on July 7 that the fund will mature on 

Sept. 18, 2009. The original maturity date for the $46-million fund was June 30, 2010.  

IA Clarington said in a July 7 News release that the revised maturity date is in the best interest 

of investors because the current low-interest-rate environment offers limited return prospects. 

IA Clarington Target Click 2010 is now virtually entirely invested in fixed-income securities. 

 

IIROC reports dealer Compliance Issues 

 

The Investment Industry Regulatory Organization of Canada has published a report setting out 

the results of its first round of compliance examinations, highlighting the range of compliance 

weaknesses it has found so far, and the areas it will be examining in the year ahead. The review 

uncovered a number of activities that require further attention to ensure compliance. Common 

compliance deficiencies include: inadequate supervision, inadequate internal control procedures 

and testing documentation, and inaccurate or incomplete books and records. Some of the 

specific deficiencies it uncovered include: inadequate margin provisions, inaccurate daily and 

weekly capital position reporting, missing or inaccurate anti-money laundering documentation, 

unsupervised advertising/sales literature, inadequate management of grey and restricted lists, 

inaccurate audit trail and order markers, missing trade confirmation disclosures, trade through 

issues, and instances of attempted high closing. IIROC continues to find some “research-like 

reports” issued by representatives at some firms. These reports are not sanctioned by the firm, 

do not have the appropriate disclosure, are not supervised and do not disclose any conflicts- of- 

interest to clients. IIROC has also found inadequate or out-of-date KYC documentation. Report 

at 

http://docs.iiroc.ca/DisplayDocument.aspx?DocumentID=388BB21679A84CDB97893435A67

DC791&Language=en  

 

 

 

 

 

Classic paper by Glorianne Stromberg Streetproofing for Investors June , 1999 

http://www.sipa.ca/library/Documents/Stromberg_Streetproofing_99Jun06.htm As valid today 

as when it was when written. 

 

“Investors are individuals who bank on the markets. Speculators gamble on the weather.”  

       -C. Ondaatje, President, the Pajurian Group  

 

http://docs.iiroc.ca/DisplayDocument.aspx?DocumentID=388BB21679A84CDB97893435A67DC791&Language=en
http://docs.iiroc.ca/DisplayDocument.aspx?DocumentID=388BB21679A84CDB97893435A67DC791&Language=en
http://www.sipa.ca/library/Documents/Stromberg_Streetproofing_99Jun06.htm
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Why has the AIC m/m fund outperformed? 

Gordon Pape provides the answer .He found that most of the fund's largest holdings were short-

term, high-interest notes from companies such as CRISP Trust, CoRe Trust, Prime Trust, and 

Zeus Receivables. This is despite the fact that the fund's description says it invests "primarily in 

Federal and Provincial government treasury bills and high-quality corporate debt securities. For 

income investors seeking competitive short-term rates of return, maximum safety of principal, 

and a high degree of liquidity.". All of the names are asset backed commercial paper issued by 

one of the Canadian banks, namely TD, CIBC, BMO and to a lesser extent Royal Bank. All of 

the ABCP that AIC invests in are rated R1 high by DBRS. They are sponsored by the banks, but 

are not guaranteed by them. AIC will not invest in any pool that does not directly hold the loans, 

in other words they will not invest in any pool that uses Credit Default Swaps. Additionally, the 

banks will provide credit enhancements to provide extra protection for investors, and will also 

provide guaranteed liquidity in the event that the assets go bad. In the event of a market freeze, 

the banks will buy the loans and put them back on their books at the prevailing market rates. At 

present, the AIC Money Market is about 70% in ABCP, 24% in FRNs (Floating Rate Notes), 

and the balance in bankers' acceptances and commercial paper. Wonder how one would classify 

risks here?  Source: http://www.fundlibrary.com/features/columns/page.asp?id=12674  

The MER of the fund is a whopping 1.05 %.per the Dec. 31, 2008 MRFP; 38% was for 

distribution.For the year ended December 31, 2008, the Fund generated a return of 3.0%. The 

Fund generated a three-year, five-year and 10-year return of 3.2%, 2.5%, and 2.9%, 

respectively. As at December 31, 2008, the net asset value of the Fund was $200,022,110. 

 “You don’t know enough about the stock market to know how much you don’t know 

about the stock market.” --  adviser to new client  

Read the Judge’s decision on the Drabinsky fraud case 

http://beta.images.theglobeandmail.com/archive/00160/Read_the_sentence_i_160421a.pdf  

Big News Release on money market funds – BUT NO Report  

On Sept. 26, 2008 the Canadian Securities Administrators (CSA) issued a press release 

http://www.osc.gov.on.ca/Media/NewsReleases/2008/nr_20080926_csa-cur-cap-mar-event.jsp 

which stated that the organization was going to take a long, hard look at money market funds. 

This study was designed to determine whether investors in Canadian MMFs were exposed to 

losses as a result of the subprime meltdown and the freezing of billions of dollars worth of 

ABCP. It was a big deal at the time given that toxic ABCP was found in at least 24 m/m funds. 

http://www.morningstar.ca/globalhome/Industry/News.asp?Articleid=ArticleID82420079371  

Canadians have invested billions of dollars in these funds (as high as $70 billion at times), 

thinking they are safe. The only public disclosure of findings was an item buried on page 39 of 

the OSC's 2008 annual report. It said that 50 of the largest money fund managers in Ontario had 

been surveyed with a questionnaire and that on-site follow-up visits to many of them had been 

made by OSC staff. The conclusion was that there were no "material issues" relating to MMFs. 

Something‟s not right. We‟ll try to get a copy. 

 

The strange case of Michael Duhan  

http://www.fundlibrary.com/features/columns/page.asp?id=12674
http://beta.images.theglobeandmail.com/archive/00160/Read_the_sentence_i_160421a.pdf
http://www.osc.gov.on.ca/Media/NewsReleases/2008/nr_20080926_csa-cur-cap-mar-event.jsp
http://www.morningstar.ca/globalhome/Industry/News.asp?Articleid=ArticleID82420079371
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Source: CLARE MELLOR , Investors Group fined , Aug 7,2009 , Thechronicleherald.ca   

Investors Group Financial Services Inc. has been fined $40,000 as part of a settlement 

agreement with the Nova Scotia Securities Commission for failing to adequately supervise a 

mutual fund salesman and other staff at its Dartmouth N.S. office .See 

shttp://www.gov.ns.ca/nssc/docs/InvestorsGroupSA060809.pdf They must also pay another 

$2,500 to cover the provincial securities regulator‟s modest costs related to the case. The case 

stems from a client complaint in 2006 to the Mutual Fund Dealers Association of Canada 

about Michael Duhan, a salesman at Investors Group Dartmouth. The client had first voiced 

concerns to Mr. Duhan about the suitability of his investment portfolio in 2001. 

Between 2001 and 2004, the client asked Mr. Duhan another 3 times to review his account, but 

Mr. Duhan told him that the markets would rebound. In Oct. 2004, the client transferred his 

account from Mr. Duhan and Investors Group. In Dec. 2006, the client wrote to the MFDA to 

express his concerns about a "(registered retirement income funds) meltdown strategy" that 

Duhan had recommended, inappropriate investments, and lack of service between 1996 and 

2001. According to the agreement, Investor‟s Group has reimbursed the client $68,000 to cover 

his losses and costs associated with his investments. 

In 2007, Investors Group carried out a review of 25 of Mr. Duhan‟s client files and found that 

32 % had investments that were inconsistent with risk tolerance on a KYC form. The 

review also found that 44 % of the files did not have up to date information on file and some 

had missing forms. Incredibly, 12% of the files involved clients who had leverages with a loan 

to net worth ratio higher than Investors Group’s guideline of 50 per cent. Mr. Duhan did 

not follow Investors Group‟s policy of annually updating client information, according to the 

review but supervisors somehow failed to detect this. In Sept. 2008, Investors Group also 

carried out an internal branch audit of the Dartmouth office and reviewed 20 client files for 

compliance. It found that 40 % of the files needed further investigation due to 

inconsistencies between client information and their current portfolio. Five per cent were 

missing the client application, and 5% had no KYC client "information on file. Mr. Duhan 

is still registered with the commission as an Investors Group salesperson. Strange no? So 

here are some questions: 

¶ Why did the investigation take so long? 

¶ Where was his supervisor over the years? (surely loan applications need third party 

approval) 

¶ Where was the MFDA and NSSC over the years? ( these are major compliance 

infractions over an extended period)  

¶ Why wasn‟t OBSI involved? Did IG not mention them to the client?  

¶ Did reimbursement include interest paid on loans and opportunity interest from time of 

complaint to restitution?  

¶ Why didn`t the MFDA conduct the investigation?  

¶ Why is he still allowed to dispense advice? 

¶ Were other of his clients also victimized? Was only one client reimbursed? 

¶ Is this compliance system breakdown really limited to this small IG branch?  

http://www.gov.ns.ca/nssc/docs/InvestorsGroupSA060809.pdf
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¶ Is a $40,000 penalty an effective deterrent or a message that non-compliance pays? 

¶ Was Mr. Duhan held accountable? 

¶ Is Canada‟s complaint/dispute resolution system working?  

Has your adviser been disciplined?  

The Alberta Securities Commission, Autorité des marchés financiers, British Columbia 

Securities Commission, Bureau de décision et de révision en valeurs mobilières, Manitoba 

Securities Commission, New Brunswick Securities Commission, Nova Scotia Securities 

Commission, Saskatchewan Financial Services Commission, and the Quebec provincial court 

have sanctioned the following individuals. This list is intended to assist the public and the 

securities industry in conducting due diligence. http://www.securities-

administrators.ca/disciplinedpersons.aspx?id=74 For mutual fund registrants subject to MFDA 

regulation go to www.mfda.ca/enforcement/hearingscomplete.html  For registrants subject to 

IIROC regulation try 

http://www.iiroc.ca/English/Investors/MembInfoService/DisciplinarySearch/Pages/default.aspx  

Is your planner CFP recognized? 

CFP professionals authorized by Financial Planners Standards Council (FPSC) to use the 

CFP®, CERTIFIED FINANCIAL PLANNER® and  should be able to produce their annual 

licence card indicating the effective and expiration dates of their licence. You can also use the 

following query to help you verify the CFP licence status of an individual. 

http://www.fpsccanada.org/good_standing  If you have a complaint about your CFP licensed 

planner file it at https://www.fpsc-complaints.org/  
 

Suitability of leveraged ETF’s Read 

http://www.fundlibrary.com/features/columns/page.asp?id=12675  

 

 

 

http://www.securities-administrators.ca/disciplinedpersons.aspx?id=74
http://www.securities-administrators.ca/disciplinedpersons.aspx?id=74
http://www.mfda.ca/enforcement/hearingscomplete.html
http://www.iiroc.ca/English/Investors/MembInfoService/DisciplinarySearch/Pages/default.aspx
http://www.fpsccanada.org/good_standing
https://www.fpsc-complaints.org/
http://www.fundlibrary.com/features/columns/page.asp?id=12675
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Is time diversification a myth?  [Are NAAF’s deceptive?] 

http://www.johnduval.com/MythofTime1.pdf  The myth of Time Diversification: Analysis, 

Application and New Account Forms, John Duval  

“ A parallel to Samuelson‟s* [ Paul]  colleague is a hypothetical investor who finds a 100 percent 

equity portfolio too aggressive for one year, but agrees to hold the 100 percent equity portfolio 

for 30 years. According to conventional wisdom, the investor is doing exactly what he or she 

should. Yet this strategy completely ignores the crucial fact that over those 30 years, the 

investor‟s investment [capital] base will increase dramatically. Recall that the time 

diversification strategy requires that an investor with a 30-year time horizon keep the same asset 

allocation for all 30 years. Thus, time diversification is telling us that a potential 20 percent loss 

on a $1 million retirement nest egg in year 30 is just as acceptable as a potential 20 percent loss 

on a $2,000 IRA[ U.S. counterpart to a RRSP]  account in year one. My experience working with 

investors and the fundamental economic concept of the diminishing marginal utility of wealth 

tells us that this is absolutely not true. Investors are not indifferent between a $200,000 loss on 

the eve of retirement and a $200 loss when they are just out of college. Thus the investor should 

not accept the risk of a portfolio unless the risk in each individual period is acceptable. In the 

example above, unless the investor finds the potential $200,000 loss acceptable, he or she should 

not invest in the 100 percent equity portfolio.  

 

http://www.johnduval.com/MythofTime1.pdf
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Samuelson proves this point by showing that the decrease in the probability of a loss is 

exactly offset by the increase in the potential magnitude of loss. Therefore instead of 

increasing an investor‟s portfolio risk based upon their time horizon, investors should choose an 

asset allocation based upon the amount of risk they are willing to take in any one year. The risk 

profile of the “invest for any one year” portfolio will typically be much more conservative than a 

risk profile based on a lengthy time horizon. 

 
The myth of time diversification also extends to the New Account Application forms that 

registered representatives are required to complete upon opening a new brokerage account. 

Brokerage firm new account documents commonly contain the client investment objective 

entitled “Long-Term Growth.” While this selection may or may not be reviewed with the client, 

it can be an inappropriate objective and frequently used against the investor in an arbitration. For 

the typical client, “Long-Term Growth” means that they plan on being invested for the rest of 

their lives and they‟d like their investments to grow. For the typical registered representative, 

“Long-Term Growth” means the conventional time diversification model is in force and they can 

put the client in more aggressive investments because of their long time horizon. 

 

As mentioned above, New Account forms should ask: “How much money are you willing to 

lose in any one year?” The question should be answered in nominal terms and it should have a 

signature line next to it. This would force both client and registered representative to address 

within-horizon risk before any investments were made and (hopefully) avoid the “get me out at 

any price” decision.” 

* Paul A. Samuelson, ñRisk and Uncertainty: A Fallacy of Large Numbers,ò The Collected Scientific 

Papers of Paul A. Samuelson, ed. Joseph E. Stiglitz (Cambridge: MIT Press, 1966), 153-8. 
 

New Book: Enough Bull: How to Retire Well without the Stock Market, Mutual Funds, or Even 

an Investment Advisor (Paperback) by David Trahair (Author) Maybe this is the one book your 

bank REALLY does not want you to read? Or maybe not. One thing for sure, Canadians are 

frightened and stressed out about their retirement and financial future. With the mortgage, car 

payments and credit card bills, there never seems to be enough left over to save for 

RRSPs/TFSAs. According to Trahair, the large financial institutions are bombarding us with 

fearful messages of destitution unless we maximize our RRSP contributions. 

The stock market meltdown of 2008 has proven one thing: traditional retirement planning advice 

is not robust. The risks are much greater than portfolio models predicted. Throwing money into 

RRSPs and trusting the stock market is like gambling with your family's future according to the 

author. But how do you plan for retirement without risking everything? In his controversial book, 

Trahair tries to explain: 

¶ How to invest only in 100% safe investments that will never decline  

¶ How to get out of mutual funds and the stock market - forever  

¶ The "Tax Turbo-Charged RRSP strategy" - why you should wait until you are over 50 to 

start your RRSP  

¶ Exactly what age to elect to receive the CPP pension  

¶ How to avoid the scams that lead to personal financial disaster  

http://www.amazon.ca/exec/obidos/search-handle-url?%5Fencoding=UTF8&search-type=ss&index=books-ca&field-author=David%20Trahair
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Not everyone agrees with the author, but, Enough Bull will at least get you thinking about the 

advice you‟ve been getting. Wiley, ISBN-13: 978-0470161272, Aug. 2009, about $15.00-$20.00 

Visit www.enoughbull.ca  You can also check out the book on Twitter 

http://twitter.com/enoughbull According to 

http://www.secondopinions.ca/tools/AdvisorScoreCard.aspx the average score for advisers based 

on 2213 respondents is 59/100. 

Want to be routinely told your personal rate of return? Sign the petition at 

http://www.showmethereturn.com/petition.aspx We the undersigned hereby request that the 

Ontario Securities Commission cause the recommendations in the Fair Dealing Model Concept 

Paper to be implemented, specifically:  

 

1.Statements must provide personalized performance information defined as: the percentage 

change in value, over a specified time period, of all the funds the investor has contributed to their 

account. 

2. Providing (where possible) an appropriate benchmark against which performance can be 

measured. 

TIPS for protecting your Money 
http://www.osc.gov.on.ca/Investor/ProtectMoney/pm_index.jsp  

Fed up with light sentences for white collar crime? Sign a petition 

at http://sswcc.epetitions.net/  

Elderly UK investors targeted  

Banks and wealth advisers are preying on vulnerable elderly people, with commission-driven 

staff encouraging customers in their seventies or eighties to move large sums of money from 

savings accounts into equities. Many elderly people do not understand the implications of their 

new investments and end up losing tens of thousands of pounds when they thought their capital 

was secure. Emma Parker, of the Financial Ombudsman Service (FOS), says: “We receive 

thousands of complaints from elderly people who believe that they have been mis-sold a long-

term investment product. Increasingly, the complaints are about bank or building society branch 

staff.òSince April [2009] the FOS has received 1,809 investment complaints from consumers 

aged 65 or older. The elderly now account for 22 % of all investment complaints, compared with 

19% last year. 

Jack and Jean Smith are among the thousands of people who may have been mis-sold 

investments by Barclays. The couple, aged 85 and 79 respectively, deposited £100,000 in their 

Barclays account after they sold their house. However, a Barclays employee soon suggested that 

they speak to one of the bank‟s advisers about the best place for their money. The Smiths were 

persuaded to invest the entire sum in the Morley Global Income Fund, managed by Aviva, who 

rated the fund as “medium risk”. The couple, from Groombridge, East Sussex, invested in 

October 2007 and the value of the fund has since plummeted to only £74,000. Barclays would 

have received a £4,500 commission fee when it sold the fund to the Smiths, as well as an annual 

trail commission of 1.05 %.Mr Smith, who is a member of the Barclays Investment Victims 

http://www.enoughbull.ca/
http://twitter.com/enoughbull
http://www.secondopinions.ca/tools/AdvisorScoreCard.aspx
http://www.showmethereturn.com/petition.aspx
http://www.osc.gov.on.ca/Investor/ProtectMoney/pm_index.jsp
http://sswcc.epetitions.net/
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Group, says: ñI went to Barclays because I trusted them to give me good advice. I had only 

invested a small amount in shares once before and emphatically told them I did not want to put 

my capital at risk. My wife and I feel we were strongly misled by the bank.òThe Smiths have 

decided to stay in the fund in the hope that its value recovers in the long term. Many investors 

find that they are unable to leave an investment bond or fund early without incurring hefty 

penalty charges of up to 12 %. Source: 

http://www.timesonline.co.uk/tol/money/investment/article6796770.ece 

Claymore moves away from active management  

Claymore Investments, Inc. has announced that the Claymore Canadian Financial Monthly 

Income ETF (TSX: FIE) will be changing its investment strategy to a passive quantitative 

methodology from the current actively- managed approach. MFC Global Investment 

Management (Canada) ("MFC") will continue in its role as investment advisor to FIE, providing 

the underlying quantitative strategy with Claymore retaining portfolio execution responsibilities. 

According to the News Release, the Fund will maintain its investment objective of maximizing 

total returns for investors while providing investors with a stable stream of monthly cash 

distributions.  Claymore will be shuffling fees around so that a reduction in the management fee 

payable to Claymore from 1.00% to 0.65% will be matched with a corresponding increase in the 

service fee component from 0.40% to 0.75%. Neat, eh? 

 

As a result, effective August 17, 2009, all existing units of FIE listed for trading on the Toronto 

Stock Exchange shall be redesiignated as "Advisor Class" units and the ticker symbol of FIE will 

be changed to "FIE.A". Claymore claim "These changes are subtle, however very important to 

the long term success of the fund. FIE was the first active ETF in the world and we are very 

proud of that distinction. However, in working closely with MFC's quantitative group in other 

Claymore ETFs, we recognized the strength of their strategy and value-add they can provide for 

the fund's unitholders going forward. Overall, the movement to a passive strategy and the 

changes in the fee structure brings FIE in line with our broad line-up of Claymore ETFs." 

Source: 

http://www.canadianbusiness.com/markets/cnw/article.jsp?content=20090814_080502_7_cnw_c

nw Aug. 14, 2009. CIFSC classify the fund as Canadian Equity Balanced.  Assets approximately 

$ 138 million. Why not just buy Barclay‟s ETF‟s and pay less?  

 

Fund Factoid:  Morningstar research (U.S.) shows the latest median turnover ratio - the point at 

which half were above and half below - stands at 67 percent for stock funds, up from 60 percent 

in 2007 and 57 percent in 2005 Source: 

http://www.boston.com/business/markets/articles/2009/08/16/hard_to_see_fund_trading_costs_a

re_on_the_rise/  

Earl Jones case exposes the weaknesses of our regulatory system 

“There was little solace to be taken in the tragic story of Bernie Madoff, the ex-Nasdaq chairman 

and hedge fund manager who pulled off perhaps the most spectacular swindle in Wall Street 

history. But at least his victims had the consolation of seeing him denied bail and swiftly 

sentenced to 150 years in prison. In this country, clients of Earl Jones have no such comfort. The 

unlicensed investment manager, now known as the mini-Madoff of Montreal, is accused of 

http://www.timesonline.co.uk/tol/money/investment/article6796770.ece
http://www.canadianbusiness.com/markets/cnw/article.jsp?content=20090814_080502_7_cnw_cnw
http://www.canadianbusiness.com/markets/cnw/article.jsp?content=20090814_080502_7_cnw_cnw
http://www.boston.com/business/markets/articles/2009/08/16/hard_to_see_fund_trading_costs_are_on_the_rise/
http://www.boston.com/business/markets/articles/2009/08/16/hard_to_see_fund_trading_costs_are_on_the_rise/
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running a Ponzi scheme that may have cost about 150 investors in Canada and the U.S. up to $50 

million. But in the panicked days after the allegations first surfaced, Canadians got yet another 

troubling demonstration of the huge gaps in the way this country fights white-collar crime....  

 

On July 29, 2009 about 100 people attended a rally in front of the court that released Jones on 

$30,000 bail. Hoisting placards that read “100 victims, 100 years,” they called for U.S.-style jail 

terms while demanding that Quebec drop its opposition to the creation of a national securities 

regulator to replace Canada‟s controversial patchwork system of 13 regional authorities. 

Manouvrier, a 51-year-old landscaper who used to tend the grounds at Jones‟ country home in 

the Laurentians and who is still owed $3,000 for her gardening work, promises it was just the 

first showing of public outrage. Simply put, she says protest organizers can‟t accept that an 

unlicensed investment adviser - who allegedly bilked the elderly and disabled, along with 

relatives and lifelong friends - managed to openly conduct and advertise his services in Canada 

for decades. They can‟t believe a man accused of stealing millions was trusted to remain free 

while awaiting trial. And they can‟t understand the lack of co-ordination that exists between 

securities regulators and Canada‟s three levels of police. The allegations against Jones have not 

been proven in court. But concerns over how authorities have handled the affair so far speak to a 

deeper problem.”  Source: 

http://www.canadianbusiness.com/managing/strategy/article.jsp?content=20090914_10006_100

06  

 

 “The lack of co-ordination amongst the AMF [ Quebec‟s securities regulator] , RCMP, the 

Quebec police and other regulators in this case [ Earl Jones]  is embarrassing .A single 

regulator responsible for, amongst other things, enforcement at a national level, would 

better protect investors and inspire greater confidence in our capital markets. Enforcement 

resources could be pooled and more efficiently deployed. Duplicative effort could be 

reduced, and investors could have a single point of access.” - Poonam Puri, a securities expert 

and associate law professor at Osgoode Hall Law School at York University. Source: T. Watson, 

Earl Jones; Whoôs in Charge?, Canadian Business, Sept. 14, 2009  

 

Canadian money dusted with coke 

A new study presented at the 238th National Meeting of the American Chemical Society, the 

new study suggests that cocaine abuse is still widespread and may be on the rise in some areas. It 

could help raise public awareness about cocaine use and lead to greater emphasis on curbing its 

abuse, the researchers say. The scientists tested banknotes from more than 30 cities in five 

countries, including the U.S., Canada, Brazil, China, and Japan, and found "alarming" evidence 

of cocaine use in many areas. The U.S. and Canada had the highest levels, with an average 

contamination rate of between 85 and 90%t, while China and Japan had the lowest, between 12 

and 20 % contamination. Wonder what the readings would be if fund prospectuses were tested. 

 

A Message from Manulife Financial President and CEO Donald Guloien on 

Manulife’s Second Quarter Results and Decision to Retain More of our Earnings 

That‟s the header of a August 7, 2009 letter to shareholders obtusely drawing away their 

attention from a 50% dividend cut. It didn‟t fool investors-the stock tanked $3 on the news. In 

Feb. then Manulife Financial Corp. Chief Executive Officer Dominic D‟ Alessandro said it 

would only reduce its dividend if declines in global equity prices become cataclysmic. By the 

http://www.canadianbusiness.com/managing/strategy/article.jsp?content=20090914_10006_10006
http://www.canadianbusiness.com/managing/strategy/article.jsp?content=20090914_10006_10006
http://www.physorg.com/tags/cocaine/
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way, the Company is the subject of several class actions regarding defective disclosure.MFC 

reported it had $178 billion in net assets in its Segregated Funds as at June 30, 2009. 

 

Is My Money Safe?Underfunded Pension Plans and  Reduced Retirement Security 

 

Workshop delivered by Diane A. Urquhart  

http://www.ismymoneysafe.org/pdf/USCOUnderfundedPensionPlans08172009.pdf 

 

How Short ETFs Can Work Against You 
 

ETF Jan 2, 2008 close Dec 17, 2008 close YTD Return 

URE (2x long RE) 33.15  6.70  -79.8%  

SRS (2x short RE) 110.42 57.19 -48.2% 

DJ US RE index 605.69 368 -39.2% 

 
UYG (2x long Fin) 39.22 6.09 -84.5% 

SKF (2x short Fin) 104.00 105.47 +1.4% 

DJ US Fin index 683.8 346.9 -49.3% 

ETF Data Source: Yahoo! Finance 
Index Data Source:& Barclays 

http://www.thestreet.com/story/10454678/1/why-short-sector-etfs-arent-so-smart.html  

Another fund closes the redemption door 

JovFunds Management Inc. [ JOV:TSX] has suspended redemptions in its Deans Knight Income 

and Growth Fund [ DKI.un:TSX]  for up to 120 days (the "Suspension Period")  to get more time 

to sell debt securities to pay for potential annual payout requests. The $28-million closed-end 

fund, run by Vancouver-based Deans Knight Capital Management Ltd., has an annual 

redemption feature whereby its unitholders can get out of the fund at its net asset value (NAV), 

and that date is looming on Sept. 29.  Chart below to July 31, 2009 (return since inception = -

7.15% pa) 

 

 

http://www.ismymoneysafe.org/pdf/USCOUnderfundedPensionPlans08172009.pdf
http://www.thestreet.com/story/10454678/1/why-short-sector-etfs-arent-so-smart.html
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"We don't think that the assets can be fairly valued for the purposes of the redemption" because 

they hold some illiquid bond securities, Steven Hawkins, a managing partner with Toronto-based 

JovFunds Management, said Aug. 17. "The fund's performance was impacted by the markets." 

The move is the latest among redemption woes faced by unitholders in Canadian closed-end 

funds hurt by the market debacle of last year. Eighty per cent of the fund is in cash or in 

securities that can be sold, but "we don't think it would be fair to allow shareholders to make 

redemptions right now when the valuation of these private company assets could be in question," 

Mr. Hawkins said in an interview. Source: S. Won http://www.theglobeandmail.com/globe-

investor/funds-and-etfs/funds/closed-end-fund-halts-redemptions-due-to-market-

woes/article1255385/  and   

http://www.newswire.ca/en/releases/archive/August2009/14/c5317.html   Obviously , it’s more 

fair to hold on to assets and charge a fee. 

“I've just learned about his illness. Let's hope it's nothing trivial” – disgruntled mutual fund 

investor commenting on her advisor„s state of health  

In WSJ’s “Can the Supreme Court undress high fund fees?” Jason Zweig discusses a case 

before the Supreme Court challenging (U.S.) mutual fund fees of about 1.1% (which are less 

than half the typical Canadian mutual fund fees) as being too high and that fund board of 

directors, who are in conflicted position, are doing an inadequate job at policing the level of fees. 

(I find it amazing that Canadians still continue buying mutual funds with management fees of 2-

3% rather than simply switching to indexed ETFs often an order of magnitude cheaper!?!)  

Source: ReirementAction.com, Peter Benedek  

 

Australian CFPs forced to abandon trailer commissions 

“Pretty soon, financial planners who are members of the Financial Planning Association (FPA), 

which administers the Certified Financial Planner designation in Australia, will have to give up 

the practice of receiving a trailing commission from investment product providers if they wish to 

continue membership. According to news reports, under the FPA proposal, members holding 

themselves out as financial planners will be required to give up trailing commissions from 

product providers. The organization is advocating that its members transition to a fee-for-service 

model and receive all compensation directly from clients.  

While the FPA doesn't consider taking a trailing commission wrong per se, it perceives it is as a 

conflict- of- interest in the case of a financial planner taking compensation from a investment 

product provider, such a mutual fund company, and also offering advice on investment selection. 

So far, the FPA is the only member of the international Financial Planning Standards Board 

(FPSB) to eliminate the practice of trailing commissions from product providers. The move 

seems to be eliciting new debate about the ethics of the practice, which is an entrenched 

compensation scheme in Canada. The move should have an immediate impact on the Australian 

investment industry, since the FPA represents more than 12,000 advisors who manage more than 

$630 billion in assets”.In Canada, regulatory reform initiatives are limited to enhanced disclosure 

aka stabbing clients in the front   

http://www.advisor.ca/advisors/news/regulatory/article.jsp?content=20090818_151547_7212  

Alleged Ponzi artist Earl Jones Declared Bankrupt  

http://www.theglobeandmail.com/globe-investor/funds-and-etfs/funds/closed-end-fund-halts-redemptions-due-to-market-woes/article1255385/
http://www.theglobeandmail.com/globe-investor/funds-and-etfs/funds/closed-end-fund-halts-redemptions-due-to-market-woes/article1255385/
http://www.theglobeandmail.com/globe-investor/funds-and-etfs/funds/closed-end-fund-halts-redemptions-due-to-market-woes/article1255385/
http://www.newswire.ca/en/releases/archive/August2009/14/c5317.html
http://online.wsj.com/article/SB125029100014533353.html
http://www.advisor.ca/advisors/news/regulatory/article.jsp?content=20090818_151547_7212
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A Montreal court heard a heart-rending tale of lost trust and vanished cash before declaring 

financial advisor Earl Jones personally bankrupt. Mr. Jones was a no-show when the Quebec 

Superior Court decision came down. But one of his former clients, Cristina Ross, addressed a 

bankruptcy hearing to explain how the 67-year-old financier allegedly fleeced her and her sisters 

when he handled their father's estate. At the end of the proceedings, Mr. Jones was declared 

insolvent, clearing the way for trustees to seize what remains of his personal assets. Mr. Jones's 

two luxury cars – a BMW and Audi – were seized late last month. Trustees now say his three 

condominiums in Quebec and Florida, including his suburban Montreal home, will soon be put 

up for sale. 

RSM Richter, the bankruptcy trustee, is still completing its inventory of Mr. Jones's assets. So far 

the only thing they've identified are the condos, a couple of cars and a golf bag Jones used more 

than $12-million entrusted to him by his onetime clients to buy himself a life of luxury that 

ranged from cars and condos to private schooling for his childrenMr. Jones is alleged to have 

carried out a Ponzi scheme that depleted the savings of dozens of clients. Ms. Ross, whose father 

died in 2008 at 79, told the court Mr. Jones forged signatures, redirected funds into his personal 

account and wrote three cheques for $31,000 that bounced. Unlike Bernard Madoff in the United 

States, who largely handled investors' money, Mr. Jones mostly administered family estates on 

behalf of heirs http://www.theglobeandmail.com/news/national/disgraced-money-manager-earl-

jones-declared-bankrupt/article1257042/   

“The amount of money that Earl Jones spent is off the wall. It's greed, greed, greed” - Bev 

Hamilton, who dealt with Mr. Jones for a quarter-century and has lost her family's life savings. 

Still a Chump's Game: Is the stock market safe again for the small investor? Not by a long 

shot.  You might find this article by Eliot Spitzer interesting. http://www.slate.com/id/2225505/ 

Some examples:  

 

Á [U.S.] Mutual funds charge exorbitant fees that investors have to absorb-fees that 

dramatically reduce any possibility of outperforming the market and that are set by 

captive boards of captive management companies, not one of which has been replaced for 

inadequate performance, violating their duty to guard the interests of the fund investors 

for whom they supposedly work. 

 

Á Analysts at major investment banks promote stocks they know to be worthless, 

misleading the investors who rely on their advice yet helping their investment-banking 

colleagues generate fees and woo clients. 
 

Goldin on OBSI  

 

When OBSI undertakes to investigate your complaint, they send you a letter asking you to sign a 

consent for the release of your personal information, by your brokerage house to them. In the 

letter to you, OBSI say that they may also request you to provide them with certain documents 

related to your complaint, and “ where necessary may also provide (your brokerage house) with 

information or documents that you have provided to (them)”.It is significant to note that although 

OBSI may provide your brokerage house with the information or documents that you have 

provided to them, there is no corresponding obligation on their part to furnish you with copies of 

http://www.theglobeandmail.com/news/national/disgraced-money-manager-earl-jones-declared-bankrupt/article1257042/
http://www.theglobeandmail.com/news/national/disgraced-money-manager-earl-jones-declared-bankrupt/article1257042/
http://www.slate.com/id/2225505/
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any information or documents that your brokerage house may have provided to them, in the 

course of OBSI‟s investigations. These documents may be of great importance to you to help you 

make an informed decision as to whether to accept or reject any recommendation OBSI may 

make to you, with regard to a possible settlement of your complaint. Thanks to Robert Goldin  

 

The investor’s chief problem -- and even his worst enemy -- is likely to be himself. 

   -Benjamin Graham 

 

Classic Research: Individual investors who hold common stocks directly pay a tremendous 

performance penalty for active trading. Of 66,465 households with accounts at a large discount 

broker during 1991 to 1996, those that traded most earned an annual return of 11.4 percent, 

while the market returned 17.9 percent. The average household earned an annual return 

of 16.4 percent, tilted its common stock investment toward high-beta, small, value stocks, 

and turned over 75 percent of its portfolio annually. Overconfidence can explain high 

trading levels and the resulting poor performance of individual investors. The central 

message of the researchers is that trading is hazardous to your wealth.  

http://faculty.haas.berkeley.edu/odean/papers/returns/individual_investor_performance_4-99.pdf  

 

http://bestairmilesdeals.com/  The URL speaks for itself  

 

Welcome to RedFlagDeals.com - Canada's Bargain Hunting Community! Site 

searches online stores and store flyers for the best prices, free stuff, and free Canadian coupons. 

Be sure to check out the RedFlagDeals.com Forums! Visit RedFlagDeals.com before you pay the 

price on the price tag! http://www.redflagdeals.com/ 

 

http://canadianmoneyforum.com/forumdisplay.php?f=3 Covers finance and investing matters  

 

New Book: A recent book by Robert Goldin Insure Your Investments Against Lossesò explains 

to investors in clear, unambiguous, everyday language, how they can insure both their individual 

investments and in some cases their entire investment portfolio, against investment losses. The 

book lifts the veil of secrecy that has surrounded investment insurance for over forty years and 

which has been the best kept secret of the financial services industry. Had investors been aware 

of the existence of investment insurance before the current recession (the book was published 

well before the recession began) investors would not have lost the hundreds of millions of dollars 

that they did in the market meltdown. All that they would have done, had they had investment 

insurance was merely to cash in the investment insurance, and get paid the amount that they 

initially purchased the investment for. They would therefore have recovered their capital, and all 

it would have cost them is the “insurance premium”.No longer available in stores (in Canada), 

copies of this book can be obtained from Amazon.com or direct from the author Robert Goldin 

(905 709 1892.) 

 

Summer 2009 - Online Discount Brokerage Review  

For the first time since the inception of the review, there is a new number one. TD Waterhouse is 

the new leader in the online Investor industry in Canada according to the newly released Summer 

2009 Online Investor Site review. The review named one winner unlike past reviews. Surviscor 

focused on the Investor and looked at three types of Investor; the passive investor, the serious 

http://faculty.haas.berkeley.edu/odean/papers/returns/individual_investor_performance_4-99.pdf
http://bestairmilesdeals.com/
http://www.redflagdeals.com/deals/main.php/freebies/
http://coupons.redflagdeals.com/
http://www.redflagdeals.com/forums/
http://www.redflagdeals.com/
http://canadianmoneyforum.com/forumdisplay.php?f=3
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investor and the active investor. The former Trader analysis is under review with the industry 

participants. TD Waterhouse edged out Credential Direct with BMO InvestorLine and RBC 

Direct Investing knocking on the number one door. The new and improved scorCard is now the 

most comprehensive online brokerage analysis in North America. 

http://www.surviscor.com/scorView/Reviews/OnlineDiscountBrokerage/2009Summer/  

 

Want to read OBSI’s latest Consent Letter? https://www.obsi.ca/images/document/up-

Consent_Letter_Eng.pdf  

 

Remembering the Crocus nightmare-the MSC was a defendant!   

The collapse of Crocus, once the focal point of Manitoba's vencap scene, began in the autumn of 

2004. The fund was put into receivership the following June. In June 2009, four and a half years 

after shares in Crocus Investment Fund ceased trading, there was light at the end of the tunnel for 

the 34,000 Manitobans who entrusted their money to the labour-sponsored investment fund. In 

April, 2009 Justice Kenneth Hanssen of the Manitoba Court of Queen's Bench approved the final 

three settlements in the $200-million class-action lawsuit against the now-defunct Crocus fund.  

 

The three deals - with the fund's former directors and officers; Wellington West Capital Inc. of 

Winnipeg, one of Crocus's former underwriters; and PricewaterhouseCoopers LLP, Crocus's 

former auditors - are worth almost $10 million. When combined with previous agreements with 

the Province of Manitoba and the Manitoba Securities Commission, the class action is set to 

reap about $12.5 million from five defendants. Yes, the MSC was a defendant, a regulator that 

was supposed to protect investors. http://www.kleinlyons.com/class/crocus/sofc.pdf The MSC 

breached its duty of care to the plaintiff and to the other class members to ensure the Crocus 

Fund prospectuses contained full, true and plain disclosure of all material facts relating to the 

value of the Crocus Fund and its class A shares and to undertake a reasonable and prudent 

investigation of complaints concerning the valuation of the Crocus Fund. Manitoba, along with 

Alberta and Quebec naturally oppose a national regulator.  

 

 

DISCLAIMER 

Information contained herein is obtained from sources believed to be reliable, but the 

accuracy is not guaranteed. The material does not constitute a recommendation to buy, 

hold or sell. The purpose of this Document and others in the series is to educate investors 

by bringing together personal finance information from a variety of sources. It is not 

intended to provide legal, investment, accounting or tax advice and should not be relied 

upon in that regard. If legal or investment advice or other professional assistance is needed, 

the services of a competent professional should be obtained.       

 

http://www.surviscor.com/scorView/Reviews/OnlineDiscountBrokerage/2009Summer/
https://www.obsi.ca/images/document/up-Consent_Letter_Eng.pdf
https://www.obsi.ca/images/document/up-Consent_Letter_Eng.pdf
http://www.kleinlyons.com/class/crocus/sofc.pdf

