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Hopefully you’ve updated your wardrobe,
your portfolio

it's probably time
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Did you know that despite Cana-
da’s relatively small population, it’s
home to TWO of the world’s largest
pension funds — the Canada Pension
Plan (CPP), and the Caisse de dépot et placement du
Québec (CDPQ)? Together, their value is approaching
$1 trillion dollars! If you ever worked in Quebec and/
or Canada, you’ve likely got money invested in one of
these plans.

These plans are so massive that they have a huge
amount of ‘market power’. Meaning that their invest-
ment decisions can have substantial impacts on Cana-
dian and even global markets.

Should you care how they’re managing “your” in-
vestments? I would argue an emphatic YES, and I'll
tell you the reasons why.

“With almost a half a trillion dollars
under management, CPP Investments
is a beacon to look to for intelligent
investment guidance.”

Let’s start by considering the mission of CPP Invest-
ments: “to help ensure Canadians have a strong foun-
dation of financial security in retirement.”! Isn’t that
what we all want for our retirement? The overarching
investment objective of CPP investments is to “maxi-
mize returns without undue risk of loss.” Again, isn’t
that what we all want as investors?

With almost a half a trillion dollars under manage-
ment, CPP Investments is a beacon to look to for in-
telligent investment guidance. Granted, as regular Ca-
nadians, we certainly don’t have access to the same
investment opportunities that they do, but we can still
get tremendous insights.

CPP Investments has eight Investment Beliefs, which
provide a compass as they navigate global capital mar-
kets to carry out their mandate on behalf of all Cana-
dians. These Investment Beliefs provide clarity and
consistency in the decisions they make and help them
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to stay the course as a long-
term investor. We’ll take a
look at three of those Invest-
ment Beliefs and see how
we can apply them to our
own investments.

RISK: “Deliberately and
prudently taking investment
risk is necessary to earn
long-term returns above the
rate achievable on a mini-
mum-risk investment. Risk
characteristics of differ-
ing asset types and invest-
ment strategies vary over
time but they are significantly more stable than return
outcomes.” So managing the risk in your investments
should be the priority. It is far more predictable in the
long-term than returns.

LONG-TERM VIEW: Long-term investing can
provide opportunities for greater rewards.

Having a long-term view allows investors to resist
the pressures of short-term market events and await the
rewards of patient investing. Long-term investors can
profit from opportunities created by shorter-term inves-
tors who don’t have patience.

DIVERSIFICATION: “Diversification is the
most powerful way to enhance investment returns at
a targeted level of total risk. Truly effective diversifi-
cation goes beyond standard categories such as asset
classes, countries and currencies. Participation in both
public and private investment strategies substantially
broadens the range of investable assets and available
skills.”

None of these investment beliefs are going to be new
or surprising to most experienced investors. However,
most experienced investors still don’t follow these in-
vesting fundamentals. I’m often asked to give a second
option on people’s investment portfolios. Few people
are properly diversified, and most don’t clearly un-
derstand the risk level in their investment. I started in
this industry in the 90’s when a “60/40” or “balanced”
portfolio was becoming the trend, with a home bias to
investing in Canada. Prior to that, the trend was Cana-
dian bonds, not surprising as interest rates in the 80’s
were sky high. But as Bob Dylan sang, ‘the times they
are a-changin’. And I just don’t see people’s portfolios
adapting to the current environment.

These trends I mention above were also followed
by the CPP. However, unlike most Canadian investors
who continue to be stuck in a “60/40 balanced” port-
folio, CPP Investments has evolved to embrace new
trends, as the economic world changes. As you can see
by the chart below the CPP portfolio has evolved tre-
mendously. Notice the decreases highlighted in RED,
and the increases highlighted in GREEN. There are
clear and solid reasons for these changes. I’ve writ-
ten articles about this in the past. The reasons include
market correlation, risk, inflation hedging, and more.

Why haven’t most Canadian investors (includ-
ing many investment advisors) moved on from the
“60/40 balanced” portfolio? Imagine if we were still
stuck in 80’s and 90’s fashion trends!? Hopefully
you’ve updated your wardrobe, it’s probably time
to update your portfolio too! Or at least get a second
opinion.

Lynn MacNeil, F.PL., CIM®, is an Associate Portfolio
Manager and Financial Planner with Richardson Wealth
Limited in Montreal, with over 27 years of experience
working with retirees and pre-retirees. For a second opin-
ion, private financial consultation, or more information
on this topic or on any other investment or financial mat-
ter, please contact Lynn MacNeil at 54.981.5794 or Lynn.
MacNeil@RichardsonWealth.com. Or visit our website
at www.EphtimiosMacNeil .com.

The information provided in this publication is in-
tended for informational purposes only and is not in-
tended to constitute investment financial, legal or tax
advice. This material does not take into account your
particular situation and is not intended as a recom-
mendation. It is for general purposes only and you
should seek advice regarding your particular circum-
stance from your personal tax and/or legal advisors.
This material is based upon information considered
to be reliable, but neither Richardson Wealth Limited
nor its affiliates warrant its completeness or accu-
racy, and it should not be relied upon as such. June
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Richardson Wealth Limited is a member of Cana-
dian Investor Protection Fund. Richardson Wealth is a
trademark of James Richardson & Sons, Limited used

under license.
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1999 2006 2021
Asset Class % Asset Class % Asset Class %
Cash Cash 0.6 Cash 0
Bonds & Fixed income 100 Bonds & Fixed income 31.7 Bonds & Fixed income
Public Equity Public Equity 58.5 Public Equity -
Real Assets” Real Assets™ 4.7 Real Assets* 21
Private Equity Private Equity 4.5 Private Equity 26.7
Canada 100 Canada 64 Canada 15.7
Global Global 36 Global 84.3
* Real Assets include Real Estate, Infrastructure, energy, etc

ﬁ For more tips and insights on managing your wealth, follow me on FACEBOOK @Richardson Wealth - Ephtimios MacNeil Wealth Management
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