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Opening  
Letter
from Chris turChAnsky

To our valued clients and friends – 

January is often the time of year when people start something new 
or look at life differently. One of my favourite quotes about change 
belongs to Wayne Dyer who said, “If you change the way you look at 
things, the things you look at change.” 

With that in mind, ATB Investment Management Inc. is excited to share 
a new publication from our Private Counsel group. This publication was 
created to deepen our connection with our clients and partners by 
sparking conversations about the issues relevant to wealthy Albertans 
and our institutional clients. You’ll find that we consciously refrain from 
forecasting market movements in favour of a big picture focus on 
influencing the key factors within our control.

In this first issue of Navigate, we feature a sampling of the expertise in 
ATB Financial. From his base in Calgary, investment counselor Curtis 
Huska provides his view on the potent emotions of market volatility 
and offers practical tips for how we might cope with market change. 
From Edmonton, investment counselor Ralph Jaglal takes a look at the 
Exempt Market and the unique opportunities and risks it poses  
for wealthy Albertans.

ATB’s in-house tax and risk management expert, Ivica Demo, presents 
a tax-efficient tool available to wealthy investors to protect the family, 
business interests and business partners. Doug Smith, of ATB’s Alberta 
Private Client group, offers his thoughts as an experienced estate 
planning lawyer to help us determine who’s in control of your financial 
assets and medical decisions when it truly matters.

On behalf of Private Counsel, I invite you to provide your feedback on 
Navigate the next time you sit down with your investment counselor  
to check-in on your portfolio and life. 

Wishing you a happy and prosperous 2015, 
 

Chris Turchansky, CFA 
Managing Director 
ATB Investment Management Inc.
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Market Update

Market Indices  
(Dec 31/14) 1 year 3 year 

(annualized)
10 year 

(annualized)

Bonds DEX Universe 8.8% 3.7% n/a

Canada S&P/TSX  
Composite TRI

10.6% 10.2% 7.6%

Canada S&P/TSX  
Energy Index

-16.3% -3.4% 3.9%

US S&P 500 TRI (CAD) 24.0% 25.8% 7.3%

Global MSCI EAFE TRI (CAD) 3.7% 16.0% 4.1%
Data Source : Bloomberg

The information provided in this brochure has been prepared by ATB Investment Management Inc. (ATBIM) and is a simplified general summary, not intended to 
replace or serve as a substitute for professional advice. Professional tax advice should always be obtained when dealing with taxation issues as each individual’s 
situation is different. This information has been obtained from sources believed to be reliable but no representation or warranty, expressed or implied, is made as 
to their accuracy or completeness. This information is subject to change and ATBIM reserves the right to change the information without prior notice, and does not 
undertake to provide updated information should a change occur. ATB Financial, ATB Investment Management Inc. and ATB Securities Inc. do not accept any liability 
whatsoever for any losses arising from the use of this document or its contents. 

ATB Investment Management Inc. and ATB Securities Inc. are wholly owned subsidiaries of ATB Financial and operate under the trade name ATB Investor Services. ATB 
Securities Inc. is a member of the Canadian Investor Protection Fund and Investment Industry Regulatory Organization of Canada. This brochure is not, and should 
not be construed as, an offer to sell or a solicitation of an offer to buy any investment. This document may not be reproduced in whole or in part; referred to in any 
manner whatsoever; nor may the information, opinions, and conclusions contained herein be referred to without the prior written consent of ATBIM.

Residential Real Estate Median 
Sale Price (Nov 30/14)

10.0% 5.3%
One Year Change

$357,500
Edmonton

$429,000
Calgary

Data Source : EREB and CREB

Economic Metrics
Nov 30/14 Nov 30/13

Canada Inflation 2.0% 0.9%

US Inflation 1.3% 1.2%

Canada Unemployment 6.6% 6.9%

US Unemployment 5.8% 7.0%
Data Source : Bloomberg

Dec 31/14 Dec 31/13

10 Year Government  
of Canada Bond (AAA)

1.8% 2.8%

10 Year Investment-Grade  
Corporate Bond (A)

3.1% 3.9%

S&P/TSX Composite  
Index

2.9% 3.0%

Data Source : Bloomberg

Canadian Income and  
Dividend Yields (pre-tax)

Foreign Exchange
Dec 31/14 Dec 31/13

US dollar - Canadian dollar 0.86 0.94

Euro - Canadian dollar 0.71 0.68

Chinese yuan -  
Canadian dollar 

5.35 5.69

Data Source : Bloomberg

Economic Growth (GDP)

Sept 30/14 Sep 30/13

Canada 2.9% 2.7%

US 5.0% 4.5%

EU 1.2% 0.2%

China 7.3% 7.8%

Data Source : Bloomberg

Energy (Dec 31/14)

$43.29
Western 
Canada 
Select

(CAD/bbl)

$(38.28)

$58.39
Synthetic 

Crude
(CAD/bbl)

$(43.69)

$2.71
Aeco 
Spot

(CAD/mcf)

$(1.11)

Data Source : Bloomberg

One Year Change
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Who gets you 
to your happy 
place?

Visit us at atb.com/invest

We do.   

We want your holistic investment plan  
to bring you happiness in every decade 
of your life not just in retirement. 

And yes, that means we want to help you 
spend your money...as well as save it.

®ATB Investor Services is a trade name/registered trademark of Alberta Treasury Branches.
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HOw dO yOU 
feeL wHen yOUr 
pOrtfOLiO decLines?

Curtis husk A, 
CfA, CfP 
director and  
investment counselor 
atB investment 
Management inc.

“I lost over $22,000 last month!” And so the 
conversation with my wealthy client began.  

“You haven’t lost as you didn’t need to sell. Since 
the beginning of the year your portfolio is up 
$100,000, not to mention the appreciation over 
the past eight years,” I assured the client. “Market 
corrections are a normal and historically temporary 
interruption in a long-term trend. It’s common 
for this mix of bonds and equities to experience 
negative months on occasion. In fact, 30% of the 
months in the last 12 years have seen negative 
returns, yet the average annual return remains 7%.” 

The conversation unearthed many of my client’s 
behavioural biases, including anchoring and 
recency bias. Even worse—and particularly 
damaging to a client’s ability to earn a reasonable 
long-term investment return—myopic loss 
aversion. Investors tend to be loss averse (losses 
cause twice the pain as the same gain produces 
pleasure) and short-sighted, or myopic1. We 
evaluate investment results too frequently and at 
odds with our actual investment time horizon.

Although a necessary evil, I feel that investment 
companies may do clients a disservice by mailing 
quarterly statements and offering on-demand 
online access to portfolio information, as it can 
focus attention on short-term returns rather than 
on the client’s actual investment time horizon.

An investor focused on monthly returns, or 
worse—daily returns—will find themselves 
stressed simply because declines occur more 
frequently as the time frame shortens. Generally 
speaking, the stock market is up 50 to 60 per cent 
of the trading days in a year2. If you follow BNN and 
CNBC daily, prepare for stress and anxiety. Over the 
long-term, which happens to be most investors’ 
time horizons, the picture brightens dramatically.

If we look at the Canadian equity market since the 
beginning of 19603: 

•	 61% of all months have had positive returns, 
while 39% were negative.

•	 68% of all rolling three-month returns have 
been positive and 32% negative. 

•	 75% of all rolling 1-year returns have been 
positive and 25% negative.

•	 88% of all rolling 3-year returns have been 
positive and only 12% negative.

•	 97% of all rolling 5-year returns have been 
positive and a mere 3% negative.

Is there a reason to fear short-term losses if history 
shows they are transitory? Unfortunately, human 
nature works against us. While most investors 
say they are investing for the long-term, studies 
suggest their true time horizon is around one year4. 
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Here are tips to help you overcome myopic  
loss aversion:

•	 Don’t monitor results too frequently. Checking 
weekly puts you in a cycle of distress, euphoria 
and back again. Unless you plan to sell now 
(because you need a lot of cash), today’s values 
have little meaning in an investing lifetime.

•	 Ensure your investment professional has built 
a well-diversified portfolio able to withstand 
temporary declines. This means a customized 
mix of bonds, Canadian equities, U.S. and 
global equities. Equities should be a careful 
blend of large, mid and small cap. If you plan to 
spend a large amount in the next year, leave it 
in cash.

•	 Reframe your view of market declines by 
accessing knowledge of market history. 
If this isn’t your idea of a good time, rely  
upon a well-educated and trustworthy 
investment professional.

•	 As the saying goes, think of stocks like steaks: 
when they are on sale you can buy more. If there 

isn’t new money to invest even rebalancing 
your portfolio to long-term targets helps you 
accumulate the right stocks when they’re  
“on sale.”

•	 Finally, consider turning off the financial 
entertainers on BNN and CNBC to focus on  
life rather than short-term market movements. 
There’s a high probability that a year from  
now you won’t remember what happened  
in today’s markets.

The investment counselors in ATB Investment 
Management Inc.’s Private Counsel group are  
here to expand client conversations beyond  
market commentary, so the next time we talk 
we’d like to hear exactly how you feel when your 
portfolio declines.
______________
1 D. Kahneman and A. Tversky, “Prospect Theory: An Analysis of Decision 
Making Under Risk”, Econometrica, Vol. 47, No. 2, (March, 1979) 263-292.
2 Internal analysis of S&P/TSX Total Return Index daily returns in 2008.
3 Internal analysis of S&P/TSX Total Return Index for 1960-2014.
4 S. Benartzi and R.H. Thaler, “Myopic Loss Aversion and the Equity Premium 
Puzzle”, The Quarterly Journal of Economics, Vol. 110, Issue 1, (February, 
1995), 73-92.

fOr weaLtHy 
investOrs OnLy

r AlPh JAGl Al, 
CfA, CfP 
director and  
investment counselor 
atB investment 
Management inc.

If you’re a wealthy Albertan, chances are good you’ve 
been introduced to investment opportunities in the 
Exempt Market. Common examples are real estate, 
resources, technology and even something called 
receivables factoring. Typically, these opportunities 
are promoted with eye-catching return potential.

The Exempt Market simply refers to private 
investment funds, along with debt or equity 
investments in private companies that are sold  
to investors without a legal document called  
a Prospectus. This is where the simplicity ends. 
Filing a Prospectus for regulatory approval is a 
rigorous process, as it is the primary tool available 
to protect and continually disclose important 
information to investors. 

Requirements for the Exempt Market are evolving 
in response to multiple failures in Ontario, yet vary 
significantly by province. For example, the Alberta 
Securities Commission restricts Exempt Market 
issuers from having conversations with potential 
investors about how the investment opportunity 
fits with the investor’s objectives, financial 
circumstances and risk tolerance.1

With that said, why would companies use the 
Exempt Market to raise money from investors? 
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Because it’s faster and cheaper to forego a 
Prospectus requiring expensive accountants and 
lawyers. Additionally, the Exempt Market might be 
the best option for companies:

•	 With an unproven business model or low public 
profile;

•	 Whose potential lenders may only lend at high 
rates to offset the perceived risk;

•	 Where a public share issue may not be possible 
if investment banks are not confident in the 
company’s prospects.

It is worth noting that genuine Exempt Market 
opportunities based on sound business reasons 
do exist. Regulators seek to balance protecting 
investors with depriving entrepreneurs of 
growth funding, or blocking contributions to 
valid crowdfunding ideas. It makes sense to 
remove barriers for small players to connect with 
“accredited” investors who meet a test of income, 
assets or investment amount that proves they do 
not need a regulator’s protection.2 Unfortunately, in 
addition to legitimate use, the state of the Exempt 
Market attracts unethical players that bend rules to 
entice investors to invest in ways that may grossly 
distort their risk/return balance.

Generally speaking, Exempt Market opportunities 
tend to be high risk, illiquid in terms of being able 
to buy or sell reasonably quickly at a fair price, and 
limited in disclosing information. In combination, 
this often leads to categorization as illiquid 
microcap equities with no dividend. The company 
may have no earnings or even cash flow to assess 
its valuation versus peers or the broad market.

TMX Group, a large stock market operator, is 
aiming to improve Exempt Market trading.3 Let’s 
wait to see if there’s a liquidity benefit for individual 
investors, as phone-based trading between dealers 
primarily aids large institutional investors.

Our belief is that Exempt Market investments can 
play a role in portfolios where wealthy investors 
have both the willingness and financial capacity to 
take risk—for almost everyone else they have no 
business in the portfolio. We typically encourage 

wealthy investors to limit exposure to Exempt 
Market investments to 5% of investable wealth. This 
caps wealth destruction if the investment fails, yet 
is large enough to materially benefit the portfolio 
should it succeed.

The next time that you or a friend are tantalized 
by an Exempt Market opportunity, we encourage 
you to engage an investment professional before 
committing. The investment counselors in ATB 
Investment Management Inc.’s Private Counsel 
group can help you understand the pros and cons 
for your portfolio, net worth and emotions. As CFA 
charterholders, our professional obligations mean 
your interests always come first. We’ll ask the right 
questions to chart a safe path on the journey to  
your financial destination.
______________
1 alberta securities commission Blanket Order 31-505. (2010, february 12). retrieved        

december 16, 2014, from http://www.albertasecurities.com/regulatory instruments/52 - 
3426157-v2-Blanket_Order_31-505.pdf 

2 securities Law & policy. (n.d.). retrieved december 13, 2014, from http://www.albertasecu
rities.com/industry/securities-law-and-policy/_layouts/regulatory-instruments/
regulatoryinstrumentdispform.aspx?List=c425783b-0214-41e1-bc6a-66e6766f-
f3aa&id=170&web=729da164-5e70-47a7-bdea-6a26546e92e3 

3 shecter, B. (2014, March 25). tMX group expands into booming private markets business 
for startups, entrepeneurs. retrieved november 29, 2014, from http://business.financial-
post.com/2014/03/25/tmx-group-to-expand-into-booming-private-market/?__lsa=-
48ba-28a5
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HOw sHareHOLder 
deatH iMpacts 
BUsinesses

iviC A demo,  
C A, CfP, Clu 
atB investor services 
 
 

Our province is well known for its entrepreneurial 
opportunities. As a result, many wealthy Albertans 
are shareholders in private corporations that 
have one or more business partners. Running and 
growing a business is a big commitment, which 
doesn’t leave a lot of time to think about what 
happens to the shares should you pass away.  
The most common responses that I hear are,  
“I never thought of that…” and “Our Shareholders’ 
Agreement has it covered…”

While it is true that many Shareholders’ 
Agreements include clauses defining the steps  
to follow in purchasing or redeeming shares from 
a deceased shareholder or a surviving spouse, 
and may even speak to the use of life insurance 
to facilitate the share purchase/redemption, 
Shareholders’ Agreements don’t always offer  
tax-efficient options to the corporation.

To bring this to life, let’s consider two 45 year 
old shareholders with equal ownership in a 
corporation valued at $4 million. When one of the 
shareholders dies, $2 million of the corporation’s 
value typically transfers to the surviving spouse. 

The spouse may not wish to be part of the business 
and likely desires a prompt buyout. In turn, the 
remaining shareholders may not want to share 
the ownership and control with the spouse. 
Clients, prospects and key talent may perceive the 
potential for problems. Furthermore, while the 

corporation is trying to deal with the shareholder 
death and generate $2 million to redeem the 
shares, it also has to pay $600,000 in taxes to the 
Canada Revenue Agency (CRA).

After paying the CRA, the business must then 
generate $2 million in free cash flow or find debt 
financing to pay the spouse a redeeming dividend. 
This rarely happens quickly, and can leave about 
$400,000 in personal tax owing in order to transfer 
only $1.6 million to the spouse. In total, the 
CRA collects almost $1 million in corporate and 
personal tax.

This is the quantifiable cost of inaction.

We believe a tax-effective option that places less 
strain on the business is corporately-owned life 
insurance. Monthly premiums of a few hundred 
dollars insure each shareholder for $2 million. 
When a death occurs, the $2 million life insurance 
payout flows through the corporation’s Capital 
Dividend Account (CDA) to the surviving spouse, 
tax-free. The corporation can then reinvest its 
profits for growth and retain balance sheet 
strength in a period when its succession plan needs 
time to find someone that can drive success for the 
business. For the spouse, that means more money 
and perhaps more importantly, one less concern 
while navigating the grieving process and dealing 
with the deceased’s estate.

The investment counselors in ATB Investment 
Management Inc.’s Private Counsel group work 
frequently with our clients’ other professional 
advisors and have access to in-house tax and  
risk management expertise. Our counselors  
may be best known for what they can do for  
your portfolio, yet they’re also excited to help  
you with other aspects of your net worth,  
such as business ownership.
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are yOU directing 
yOUr estate?
douGlAs smith, ll.b, teP 
wealth specialist 
atB financial – alberta private client

Far too often we get to know wealthy Albertans 
and discover that their estate plans are incomplete 
and likely to create problems…one day.

Should someone die without a Will, they are said 
to be “intestate” and their estate is distributed 
according to the Wills and Succession Act. The 
individual’s opportunity to direct the disposal of 
their estate no longer exists, and an application 
must be made to the Court of Queen’s Bench 
to appoint an estate administrator. If someone 
without an Enduring Power of Attorney or Personal 
Directive were to encounter a serious illness or loss 
of capacity, then someone acting on their behalf 
must apply under the Adult Guardianship and 
Trusteeship Act for an Order of Trusteeship and/or 
an Order of Guardianship. This is a public process 
that pulls time and energy away from supporting 
the individual at risk.

An estate plan for most wealthy Albertans isn’t 
complete without three documents: an Enduring 
Power of Attorney (“EPOA”), a Personal Directive 
(“PD”) and a Will. 

•	 An EPOA appoints someone as an attorney to 
manage financial assets (e.g. bank accounts) 
and property by allowing the attorney to make 
decisions after an individual loses mental 
capacity, and before death.

•	 The PD appoints someone as an agent to make 
important personal and medical decisions for 
those who have lost the mental capacity to do so.

•	 The Will distributes assets after death and may 
create one or more testamentary trusts for 
transfers to children. In complex situations, 

estate plans may proactively create an inter 
vivos trust (also known as a “family trust”) well 
before death.

What’s in a good Will?
A Will should include clauses, powers and 
directions that tell your executor how to carry out 
your wishes with regard to who gets what and 
how they get it. Alberta legislation provides a good 
measure of estate planning freedom once certain 
legal obligations to a spouse and dependent 
children are met. The estate plan is determined 
by the size and nature of the assets, as well as the 
characteristics of the beneficiaries.

When is a testamentary trust needed?
Testamentary trusts are increasingly common in 
the Wills of our wealthy clients to transfer assets 
efficiently to children. Few children are ready 
to inherit large sums. One or more trustees are 
empowered to gradually distribute assets as 
directed by the trust document. Testamentary 
trusts can protect assets transferred to a child from 
marriage failures and business problems, as well as 
protect a child in the event they have questionable 
spending habits. 

Another commonly used option is a spousal 
testamentary trust. Spousal trusts can provide 
asset protection in cases where a surviving spouse 
remarries, but the children from the previous 
marriage remain contingent beneficiaries.
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When does an EPOA take effect?
An EPOA generally takes effect when a medical professional 
determines you have lost the mental capacity to manage your 
property and financial assets. With appropriate wording, it can also 
take effect with your written direction when you foresee losing 
capacity. How your assets are subsequently managed determines your 
estate’s size and composition.

What about my executor?
Your executor has the emotional burden and financial liability to 
properly implement your estate plan in a timely manner. For example, 
your executor may sell real estate, hire experts to prepare tax 
documents, and establish trusts. Being named executor is often 
considered an honour. It’s also a big job that may last longer than a year, 
and the executor’s decisions may be criticized by other stakeholders.

A common choice for an executor is a family member or a professional 
friend known to the family. These appointments have their pros and 
cons. For the family member, acting as executor may delay their 
natural grieving process and limit their ability to support those around 
them. Appointing a professional friend may work well, yet caution is 
suggested if he or she is of a similar age or older.

The more complicated the estate, the greater the skill set and dedication 
required of your executor. For this reason, many Albertans who have 
acted as executors for others have chosen to use a corporate executor 
such as ATB’s partner Cidel Trust to perform these specialized tasks.

How we can help
ATB Financial partners with Calgary-based Cidel Trust Company for 
corporate executor, trustee and attorney services. For no additional 
cost, qualified clients can access Alberta Private Client’s in-house 
Wealth Specialists, who are experienced estate planning lawyers. 
Investment counselors in the Private Counsel group at ATB Investment 
Management Inc. will be pleased to discuss your situation and 
connect you with the right experts.

Alberta Private Client offers 

customized world-class financial 

solutions that help leverage 

your long and short-term 

opportunities, build your legacy 

and manage your day-to-day 

personal banking needs. From 

investment services, premium 

travel insurance and innovative 

borrowing plans to trust, estate 

planning, and philanthropic 

guidance, your dedicated 

account management team 

provides sophisticated wealth 

management strategies that 

meet your financial needs, no 

matter how complex they are. 

One-on-one personal services 

are enhanced with the distinctive 

Alberta Private Client debit card 

that ensures exceptional service  

at any ATB Financial location. 

You’ll also have access to a 

premium Preferred Banking 

package that offers customized 

daily withdrawal and direct 

payment limits, as well as ongoing 

in-depth reviews of your wealth 

management portfolio.

More information on Alberta 

Private Client can be found at 

www.albertaprivateclient.com. 
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ContAC t us

Calgary 
ATB Investment Management Inc. 
Private Counsel  
200, 239 – 8 Avenue SW 
Calgary, Alberta  T2P 1B9

Edmonton 
ATB Investment Management Inc. 
Private Counsel  
2100 – 10020 100 St NW 
Edmonton, Alberta  T5J 0N3

Email 
privatecounsel@atb.com

Blog 
http://is.atb.com/private-counsel


