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What’s News

By Neil Mclver

Correction:

As evidenced by the sharp
correction this month, it's safe
to say that the Canadian
equity market (TSX) now
holds more risk than at any
time in the past three years.
Ironically, this risk has been
created primarily IJy the same
factor that has providecl the

majority of the growt}) we've

experienced in the market over those three years: Commodities.
Commodity— based companies nNow make up over £orty—tl'1ree
percent of the market on this side of the border. Demand for our
commodities has been great not only from the U.S. and Europe,
but also increasingly from the BRIC countries (Brazil, Russia,
India and China), each of which is experiencing their own
industrial revolution of sorts. Growth in these regions does not
appear to be a})ating and we can therefore expect continued

demand for our raw products.

The remainder of this year will likely be characterized l)y converging
economic growth rates as the U.S slows toward a lower, but
sustainal)]e, grow‘ch rate while Europe and Japan catch up. Japan
continues to expancl economicauy for the first time in over fifteen
years. The greatest headwind appears to be the growing concern that
inflation will take hold in the U.S just as their economy slows
potentially resulting in 'stagflation' which ravaged the equity
markets in the 70's.

The bottom line, however, is that Canadian and overseas equities
still offer the po‘cential for average to al)ove—average rates of return

over the remainder of this year. Bonds look to remain under
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pressure and unattractive at present. Properly hedge(l, properly
built and regularly groomed, your asset allocated portfolios did
what tlley were constructed to do and were har(ﬂy affected })y the
correction. The regularly scheduled rebalancing of your portfolio,
that we recently completecl, also helped as it autornatica“y took
signi{icant profits out of the market s}lortly before the pealz.

RPFL takes the lead:

Recently the Investment Executive newspaper released its 2006
Brolzerage Report Card which ranks the twelve largest Canadian
Investment Dealers on everything from consumer web sites,
research and corporate cthics to wealth planning capa]aility and
firm stability. It was nice to see that Richardson Partners
Financial Limited (RPFL) ranked first with a near per£ect score of
9.7 - on a scale of 1 to 10 - with the bank owned firms lagging
well behind scoring from 6.9 to 8.3. The Report also confirmed
the fact that RPFL has a‘ctracted, on average per Partner, the
largest and most successful clients of any Investment Dealer in the

country, bar none.

Houselzeeping:

Thanlz—you for your feedback thus far on this new monthly
publication. Many asked about the drawings of the team members.
These were done })y the artist Martin Coté of Montreal who does
the columnist portraits in the National and Financial Post. Each
portrait takes Martin between four to six hours to complete and
requires a carefu“y taken photograph of each sul)ject for him to
work from. More of his impressive work can be seen on the website

Www.lisema&ore.com

Enclosed, you'll find a recent article from CFA Magazine featuring
our own Mark ]asaylzo. Mark is well regarded in the investment
community and is our Portfolio Analyst. Mark does much of the
research that results in the individual security selections for your
portfolios and both he and I work on the portfolio construction and
overall asset allocation. He recently returned from the annual CFA
conference held this year in Switzerland and also recently attended
a risk management conference in Asia. Heis a great credit to the

Mclver Wealth Management Consulting Group.
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On the Marlz

By Mark ]asayleo

At the end of May, I was in
Zurich  for the
CFA Institute Conference
(Chartered Financial Analyst,
or CFA, is a pro{essional
charter that I hold). Just as in

the current financial press, a

an nual

major part of the agenda
was focused upon glohal
geopolitics and how future
affect

portfolio values. This is a sign

developments may

that those who manage a signi{icant portion world's financial assets

are realizing that these issues have become too important to ignore.

The following is a summary of the conference discussions on

these suhjects:

1. Iranian Nuclear Standoff: There was some consensus that the
United States will not allow a nation that voiced a desire to engage
in pre-emptive war to achieve nuclear weapons capability but that
the Iranian leadership understands the implications of testing the
limits of US patience. The probable outcome is that there would be

more bellicose rhetoric and then some resolution.

2. North Korean Nuclear Standoff: There is not much incentive
for China to resolve the issue (China is lzey to a solution since it is
North Korea's most important ally). North Korea is a good buffer
for China in a region where Chinese—]apanese relations have been
South Korea may also be content with the

nuclearization of the North since reunification is a very real

under stress.

possihility sooner or later and a nuclear arsenal would present South

Korea with a very interesting dowry.

3. Chinese Energy Security: China gets a much greater percentage
of its oil imports from the Middle East than the US does. We know
how sensitive the US is to a steady supply of oil from that region;
imagine how much more concerned the Chinese must be.
Aclditionauy, most of the oil destined for China is sent Ly tanker
through both the Straits of Malacca and the Taiwan Straits. There
is speculation that a quiet Chinese military build—up is occurring in

order to establish a naval presence in those areas.

4. Avian Flu: The initial concern would be with countries where
casual human-to-human transmission first occurs. The economies of
these countries could be devastated tl’erllgl'l the imposition of travel
restrictions. For emerging countries, the lifeblood of economic health
is the a})ility to engage in international trade and commerce. The

areas that are most as risk include Indonesia, Malaysia, Vietnam,

Cam]oodia, and Southern China.

In order to combat these risks with our Asset Allocation process, we
have no allocation to emerging markets. In fact, we eliminated this
exposure two years ago. Additionauy, we continue to have exposure to
Gold's real asset

character is essential in providing some downside protection in

go]cl tllrough an allocation to gol(]. pro&ucers.

markets and currencies in reaction to any of these predicaments.

Sincerely Saleena

By Saleena Vellani

Many of you have inquirecl about
using RESP's for your children
or as gifts for your
grandchildren. With the ever
increasing cost of post secondary
education, a  Registered
Education Savings Plan (RESP)
is a special savings plan that can
help you, your family, or your
friends save for a child's post
secondary education. An RESP

1s a government sponsore&

savings program specifically
designed for education savings

and is a tax aclvantagec], way of accomplishing this.

An RESP can be set-up Ly a parent, granclparent, other relative, or
friend. For each Leneficiary (child), the annual limit for
contributions to RESP's is $4,000 and the lifetime limit is
$42,000. The government matches contributions up to $2,000 per
year with a 20% grant (maximum $4OO annua”y).

Once an RESP has been established, you can start saving immediately
for a child's education in the future. By starting early, tax-sheltered

earnings in the RESP's on your savings can grow surprisingly quic]zly.

For more information on your specific situation, please call me directly.









