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2015	GLOBAL	MARKET	UPDATE	
AN ALTERNATIVE ROUTE

  Holding a well-diversified, long-term portfolio of liquid, listed assets is an important part 
of keeping your investments headed in the right direction.

  The latest round of global central bank stimulus should keep our diversified portfolio well supported.

   But in trying to address the issue of investing in a world of lower interest rates, we need to adapt 
our investing methods.

  On my annual world tour in January, more clients than ever before asked me about alternative 
investments.

I’m thankful for the motoring advice I’ve received since 
last month’s On icy roads CIO Letter . Some of the best 
drivers told me that they steer with the throttle on slip-
pery roads . It may seem counterintuitive to gain control 
with the gas not the brake, but it is an apt metaphor for 
an investing world turned upside down – interest rates 
are going negative and central banks are having difficul-
ty sparking nominal growth .
Between negative rates and inflation in the things we 
want to buy, central bankers have helped to engineer a 
situation where, if you are not applying some gas to your 
portfolio, you are sliding backwards .
Holding a well-diversified, long-term portfolio of the liq-
uid, listed assets which I typically spend my monthly let-
ters talking about is an important part of keeping your 
investments headed in the right direction . But on my an-
nual world tour in January, more clients than ever before 
asked me about alternative investments, and that is the 
subject of this letter .
The latest round of global central bank stimulus should 
keep our diversified portfolio well supported. Diversifica-
tion has proved to be particularly effective in insulating 
portfolios against the idiosyncratic risks we have seen 
in 2015 so far, from the collapse of oil to the dramatic 
weakening of the euro. Developed market growth in par-
ticular, remains good – the US has added one million 
jobs in three months, and the Eurozone’s GDP accelera-
tion has surpassed expectations .
Lower interest rates are increasing near-term returns . 
But this should not cloud our judgment that, to some 
extent, it is coming at the expense of future returns . In 
trying to address the issue of investing in a world of lower 
interest rates, we need to adapt our investing methods 

– which we did in our recent adjustment to our strategic 
asset allocations when we increased our allocation to 
alternatives .

Why	choose	the	alternatives	path?
I believe that private investors should invest in alter-
natives for the very reason some investors shun them 
– illiquidity. In a low yield world, the illiquidity premium 
on offer in many alternative assets gives a powerful in-
vestment advantage to clients who don’t need constant 
access to a portion of their assets . A recent academic 
paper (Ibbotson, 2012) showed that the least liquid 
quartile of US stocks, from 1972 to 2011, returned an 
average of 16 .4%, compared to 11 .0% for the most heav-
ily traded stocks, and 14.5% for the universe. Equally, in-
vesting in US private equity growth capital funds over the 
past decade has offered an average of near 5% annual 
returns over the equity index.
A 5% annual illiquidity premium has always been nice 
to have . In a low-yield world it becomes essential . In the 
same way that a balanced portfolio should contain a di-
verse range of assets, it should also contain assets with 
different levels of liquidity.
Tying up investments for longer also offers some protec-
tion from the behavioral biases that can negatively af-
flict even the most sophisticated investors. Studies from 
DALBAR showed a “behavioral gap” of 4.2% in 2013 – 
this is the performance that the average mutual fund 
investor loses through buying high and selling low rather 
than sticking to a strategy . It is far less tempting to tam-
per with a less liquid investment.
A third reason to consider alternatives is diversification 
with traditional asset classes like equities and bonds. 

This report has been prepared by UBS AG. Please see important disclaimers and disclosures 
at the end of the document. Past performance is no indication of future performance.  
The market prices provided are closing prices on the respective principal stock exchange. This 
applies to all performance charts and tables in this publication.

  Lower liquidity can be 
associated with higher 
returns

  Tying up investments 
for longer helps avoid 
behavioral bias

  Alternatives offer 
diversification with other 
asset classes
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  We estimate a portfolio 
of buildings can offer 
a return premium of 
around 250 basis points 
over government bonds

  We believe it is the right 
time to look at adding 
further exposure to the 
Eurozone

The lower correlation means that increasing your expo-
sure to alternatives can potentially lower the overall level 
of risk in a portfolio without compromising on returns . 
For example, we would expect a portfolio with 42% eq-

uities, 40% bonds, and 18% alternatives to deliver the 
same return as one with 48% equities and 52% bonds, 
but with less risk (see Fig . 1) .

AN ALTERNATIVE ROUTE

Fig. 1:  Including alternative assets reduces overall portfolio risk through diversification 
Simplified proportions of an investor portfolio with a “balanced” risk profile, in %

  A simple bond-equity 
portfolio has expected 
return of 5.5% and volatility 
of 8.1%. The diversified 
portfolio has expected return 
5.6% and volatility of 7.7%

Equities

Bonds

Alternatives
52

48

40

18
42

  Property has been a 
major beneficiary of the 
search for yield and real 
assets in recent years

Real	estate
For most of us, our introduction to alternatives is when 
we buy our first home. However, real estate investments 
obviously extend well beyond one’s abode . 
Property has been a major beneficiary of the search for 
yield and real assets in recent years . For example, US 
commercial property values are up 44% since their lows 
during the financial crisis, and are now 2% above their 
pre-crisis peak. The yield on prime office space in cities 
like Hong Kong, New York, and London is now below 4% 
– down from around 6% in 2008 .
But there are pockets of potential value for investors will-
ing to look a bit harder . While the rise of e-commerce is 
hurting owners of retail space, it is also creating greater 
demand for logistics facilities and industrial locations . 
Venturing out of the top megacities may also offer better 
value .
Property also represents a relatively good hedge against 
inflation, given that over the long run, owners can expect 
rent revenues to increase in line with inflation.
We estimate a portfolio of buildings can offer a return 
premium of around 250 basis points over government 
bonds, and real estate should represent roughly a 5% 
weight in strategic asset allocations that includes illiquid 
assets. To get the alternative benefits of real estate, one 
should look beyond listed real estate securities, which 
are subject to equity market volatility.

Tactical	asset	allocation
In a month when markets have been relatively calm it is 
a good moment to consider the long term . But it doesn’t 
mean we’re still not looking for tactical opportunities .
We believe it is the right time to look at adding further 
exposure to the Eurozone, and we increase our over-
weight to Eurozone equities and initiate an overweight 

position in Eurozone high yield credit . The European 
Central Bank’s quantitative easing program provides a 
strong incentive for investors to seek riskier assets, and 
economic data is surprisingly positive . While the Greek 
situation has yet to be resolved, the recent deal provides 
short-term relief, and we still believe a middle ground 
can be found in the months ahead, enabling Greece to 
remain in the Eurozone .
Finally, we make an adjustment in our emerging market 
debt positioning . We move to neutral in emerging mar-
ket dollar-denominated sovereign debt, but increase the 
size of our underweight in emerging market dollar-de-
nominated corporate debt .

The	bottom	line
The recent CIO Year Ahead 2015 highlights our expecta-
tion that this year will be one of divergences . While these 
divergences will likely lead to greater differentiation in 
asset price returns, accompanied by higher volatility, the 
meager (or negative) real returns on cash require one to 
remain invested. While liquid, listed assets make up the 
lion’s share of most investors’ portfolios, now, more than 
ever, it is also worth considering alternatives .

I wish you the safest of driving .

Mark Haefele
Global Chief Investment Officer

Wealth Management
February 26, 2015

We	overweight	US	equities
•  Strong US corporate profits should continue to underpin the bull mar-

ket in US equities.
•  With over two-thirds of S&P 500 revenues derived domestically, US 

companies should benefit from robust US economic growth.
•  Valuations are only marginally above average levels, so cyclical mo-

mentum and earnings will be the primary driver of returns in 2015 .

Source: Thomson Reuters, UBS
Graph Source: UBS CIO Year Ahead 2015 Report, December 2014
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Physical and mental decline due to aging are a part of life . Like an up-to-date will, a power of attorney is an import-
ant tool in financial and estate planning. Planning ahead in case of serious disability or health problems allows 
decision making relating to property or personal care to proceed without unnecessary disruption .

WHAT	IS	A	POWER	OF	ATTORNEY?
A will gives an executor or liquidator the authority to manage someone’s affairs after death, whereas a power of at-
torney gives the person named (called an “attorney,” “donee” or, in Quebec, a “mandatary”), the power to make de-
cisions on your behalf while you (the donor) are still alive. These decisions can be financial or, where provincial law 
permits, personal in nature, or both . A power of attorney, like your will, is an integral part of your overall estate plan .

WHAT	IS	A	POWER	OF	ATTORNEY	FOR	PROPERTY?
A power of attorney for property can be limited or general in nature . The attorney can be restricted in authority to, 
for example, sell only certain securities or conduct banking activities only while the donor is out of the country .
Most financial institutions use a stock power of attorney when accepting share certificates on behalf of a client. 
This document limits the power to the specific account or shares described. A general power of attorney will have 
no restrictions on the scope of financial matters with which the attorney may deal except the inability to make or 
change the donor’s will . An individual who is regularly out of the jurisdiction where his or her assets are located, or 
who anticipates diminished capacity due to age or illness, would likely opt for a general power of attorney .
Where provincial law permits, powers of attorney for property can be continuing (or durable), meaning that they 
will still remain in effect if you become mentally incapable . If you do not have a continuing power of attorney and 
you become unable to manage your own affairs, your family or friends could be faced with a time-consuming and 
expensive legal process to get the authority to manage your financial affairs.

WHAT	IS	A	POWER	OF	ATTORNEY	FOR	PERSONAL	CARE?
In those jurisdictions where it’s recognized, a power of attorney for personal care ensures that someone is au-
thorized and prepared to make decisions of a personal nature on your behalf, should you become incapacitated . 
Unlike a power of attorney for property that may by its terms be effective both before and after incapacity, this 
power of attorney comes into effect only on your incapacity .
You can appoint as your attorney for personal care the same person as your attorney for property, or you may name 
someone else. Depending on the province you live in, decisions about where you would live, what you would eat, 
or medical treatment you would receive would be the responsibility of your attorney for personal care . In some 
provinces, you can appoint a substitute decision-maker only for medical decisions .
Some provinces, such as British Columbia and New Brunswick, allow you to combine your power of attorney for 
property with a power of attorney for personal care .

WHAT	IS	A	LIVING	WILL?
A living will (sometimes known as an advance health care directive) may be included in a power of attorney for 
personal care . However, it is often written as a separate document . A living will provides instructions about the type 
and intensity of medical treatment a person wants to receive (or not receive) if he or she is incapable of making 
decisions . Initially restricted to cases of a terminal illness or incurable condition, more recent versions have a 
broader scope, including the acceptable range of medical procedures .
Living wills tend to be completed primarily for guidance to the individual authorized to make medical decisions for 
an incapable person . They are not recognized in all jurisdictions .

WHOM	SHOULD	I	CHOOSE	TO	BE	MY	ATTORNEY?
The term “attorney” means a decision-maker, and should be distinguished from “attorney-at-law,” which is the 
term used to refer to a lawyer in some jurisdictions, mainly in the United States . Many people name a spouse or 
adult child, or someone close to them . Attorneys must understand what their responsibilities are and be able to 
manage the affairs for which they may become responsible .
It is important that you give careful thought to who can control your assets and well-being . Your attorney should 
be someone you completely trust, and who you know will act in your best interest . You can have more than one 
attorney, but if you do, you should clearly detail whether they must act together, by majority rule or on an individual 
basis .
Giving power of attorney to someone does not take away your power to act personally (subject to any limitation 
contained in the document relating to your mental condition) . It may, however, authorize the attorney to share that 
power concurrently with you in the case of property, but not for medical care (as the power of attorney comes into 
effect only upon your incapacity) .

Quebec	residents
The province of Quebec follows 

laws set out under the Civil Code of 
Quebec. This differs from the other 

provinces in Canada, which are 
governed by common-law principles 

and provincial statutes. Generally, 
the principles of powers of attorney 

(called mandates in Quebec) are 
similar in all provinces. However, 
there are some aspects in which 

both the method of implementation 
and the terms used differ.

In the province of Quebec,  
two separate powers of attorney, 
commonly known as mandates, 

may be required. One is effective 
while the donor is capable, and the 
other comes into effect if the donor 

becomes incapacitated.

Mandate	given	in	anticipation	of	
incapacity	–	the	Quebec	situation

Under the Civil Code of Quebec, 
an individual called the mandatary 

can name another person or a trust 
company as the mandatary to make 

decisions on his or her behalf if 
mental incompetence occurs. The 

mandatary must apply to the courts 
to certify the mandatar’s incapacity 

before the mandate can become 
effective. This application will 

require a psychological and medical 
assessment of the mandatar.

A single mandate document can be 
used to empower the mandatary 

regarding the mandatar’s finances, 
personal care, health care direc-
tives, or living will and/or organ 

donation instructions.

INCAPACITY–		
PLANNING AHEAD HELPS

PLANNING INSIGHTS



4				

WHAT	DOES	A	POWER	OF	ATTORNEY	DOCUMENT	LOOK	LIKE?
The forms for power of attorney are designed according to the  
applicable provincial legislation . All documents include:
■  The name of the donor
■  The name of the attorney
■  The specific authority being given
■  The witnessed signature of the donor
As with a will, the donor must be mentally competent, or “of sound mind” according to the criteria set out in provin-
cial statutes when the power of attorney is signed . A person whose mental faculties are failing must have chosen 
an attorney to act on his or her behalf and have executed a power of attorney while still competent . Otherwise, the 
person will not be able to choose who will act .

WHY	IS	LEGAL	ADVICE	SO	IMPORTANT?
To minimize the likelihood of legal challenges later on, a lawyer should be consulted to draw up a power of attorney 
at a time when a donor’s mental abilities are unquestioned. If there is any doubt, it is wise to have a doctor or 
other qualified person assess the capacity of the donor before executing the power of attorney. A lawyer can also 
assist the donor in understanding the uses to which a power of attorney can be put, and in the case of a power 
of attorney for property, appreciate the authority another person will be able to exercise regarding the donor’s 
financial decisions.

FINAL	ANALYSIS
A power of attorney is only one aspect of a comprehensive estate plan . Legislation is continually changing, so a 
review of your powers of attorney and your will are strongly recommended . You should consult a lawyer in your 
province or territory before executing any of these documents .

For	more	information	on	these	subjects	please	contact	your	financial	advisor	today.

For	more	information,	please	contact: Your	Privacy
Your privacy is important to us . If you do not wish to receive information 
of this kind in the future, please contact your local office.

Disclaimer
The information contained in this document is of a general nature only 
and does not take into account your particular objectives, financial 
situation or needs . Accordingly the information should not be used, 
relied upon or treated as a substitute for specific financial advice. While 
all care has been taken in the preparation of this material, no warranty 
is given in respect of the information provided and accordingly neither 
Global Maxfin Investments Inc. (GMII) nor its employees or agents shall 
be liable on any ground whatsoever with respect to decisions or actions 
taken as a result of you acting upon such information . Only Mutual 
Funds activities are supervised by Global Maxfin Investments Inc. (GMII)

Global	Maxfin	Investments	Inc.	(GMII)
Head Office: 100 Mural Street, Suite 201, Richmond Hill, ON  L4B 1J3
B: (416) 741-1544   F: (416) 847-0997   www.globalmaxfin.ca
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NHL	Hockey	Trivia	Quiz	

1.	In	which	Canadian	city	was	the	NHL	founded	in	1917?	
 a . Toronto     b . Vancouver     c . Ottawa     d . Montreal
2.		In	the	1980s,	which	player	scored	the	Stanley	Cup-winning	goal	in	
two	consecutive	years?	

 a . Mike Bossy     b . Bob Nystrom     c . Wayne Gretzky     d . Jari Kurri
3.		Known	as	“The	Golden	Jet,”	which	team	did	Bobby	Hull	end	his	NHL	
career	with?	

 a . Hartford Whalers     b . Boston Bruins      
 c . Chicago Blackhawks     d . New York Rangers
4.	Who	was	the	first	player	to	record	100	assists	in	a	single	season?	
 a . Mario Lemieux    b . Bobby Orr    c . Bobby Hull    d . Bobby Clarke

5.	What	are	the	official	dimensions	of	an	NHL	ice	rink?	
 a. 95 by 180 feet b. 85 by 200 feet c. 105 by 210 feet d. 75 by 165 feet
6.	Who	was	the	first	rookie	to	score	50	goals	in	a	season?	
 a . Mike Bossy    b . Bret Hull    c . Wayne Gretzky    d . Joe Nieuwendyk
7.		Playing	26	seasons	in	the	National	Hockey	League,	who	is	known	as	
“Mr.	Hockey”?	

 a . Gordie Howe   b . Mark Messier   c . Bobby Hull   d . Wayne Gretzky
8.	Who	was	the	first	goaltender	to	score	a	goal	in	the	NHL?	
 a. Ron Hextall    b. Billy Smith    c. Ken Dryden    d. Terry Sawchuk

For more information about this topic, contact your advisor or visit our website at www.invesco.ca.
The information provided is general in nature and may not be relied upon nor considered to be the rendering of tax, legal, accounting or professional advice . Readers should consult with their own accountants, 
lawyers and/or other professionals for advice on their specific circumstances before taking any action. The information contained herein is from sources believed to be reliable, but accuracy cannot be guar-
anteed. Commissions, trailing commissions, management fees and expenses may all be associated with mutual fund investments. Mutual funds are not guaranteed, their values change frequently and past 
performance may not be repeated. Please read the simplified prospectus before investing. Copies are available from your advisor or Invesco Canada Ltd.
*  Invesco® and all associated trademarks are trademarks of Invesco Holding Company Limited, used under licence .
© Invesco Canada Ltd ., 2014
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(1. d;   2. a;   3. a;   4. b;   5. b;   6. a;   7. a;   8. b.)

Source: triviachamp.com


