
 

 

NOVEMBER 2016 

The U.S. Election -  

More volatility ahead but stay the course  
 

On November 8th American voters elected Donald Trump as their 35th president of the United States. Going into the night, 

media reports gave Mr. Trump a 25% chance of winning.  As it became likely that he would win, equity markets in Asia sold 

off significantly and the Dow futures market indicated that the U.S. equity market could open down as much as 800 points. 

The following morning, U.S. equity markets turned positive and by the end of the day the Dow Jones Industrial Average was 

up 257 points and the S&P 500 had increased 1.1%. This demonstrates that volatility can occur in a short amount of time and 

that volatility exists in our investment world. 

The markets do not like surprises or uncertainty and often react negatively to unexpected news. Investors might consider 

hiding their portfolios in cash and guaranteed investment products (GICs) but with these investments you must understand 

the guarantee.  I would suggest that the guarantee is that you will lose buying power . With GICs yielding between 1-2% 

and with inflation ranging from 1.5% to 2%, will you be better off in the years ahead by ôhidingõ your money?  The answer is 

no; your money will have less purchasing power. 

This is exactly why Alitis created the Strategic Income Pool and the Mortgage Plus Pool.  These products are designed to 

protect investorõ capital while providing stable income that is targeted well above the rate of inflation. 

We are all bombarded with political, economic and financial news and these distractions might cause us to lose sight of our 

longer term investment goals.  At Alitis, we believe that a great savings plan, diversified investments and then allowing your 

investments to grow by staying invested is the best way to build a portfolio. We also know that investor psychology and 

behavioral tendencies are common pitfalls to achieving your financial goals.   

Investors may consider going to cash for a short period, feeling that they will be able to time the market, missing the 

downturn and then re-investing. Unfortunately, this can have devastating effects on a portfolio. As shown in the graphic 

below, missing just a few of the best days can cost your portfolio significantly.  
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Source: https://www.fidelity.com/viewpoints/investing-ideas/strategies-for-volatile-markets  



 

 

Itõs the volatility in the stock and bond markets that can drive clients to make these choices and in the world of financial 

services most advisers can only chose stocks or bonds for their clients. Alitis has changed this model and introduced asset 

classes that reduce volatility and enhance returns. This is what we call the NEW INVESTMENT PARADIGM. 

Our conservative pension style investment management allows us to be confident even if the markets are volatile. Just like 

the Canada Pension Plan and large endowments and foundations around the world, we include allocations of alternatives 

asset classes. It is these asset classes (Real Estate, Mortgages etc.) that have been proven to reduce the swings in investorsõ 

portfolios.  

In finance, the most common measure of volatility (risk) is standard deviation. Standard deviation is a statistical measure 

used to show the amount of variation around an average return.  Investments with higher standard deviations have larger 

peaks and valleys.  It is the larger valleys (dramatic reductions in a clientõs portfolio value) that can cause clients to succumb 

to destructive behavioral biases and focus on the short term or try to time the market. We have seen that by reducing the 

standard deviation in a clientsõ portfolio, our clients stay invested, focus on their financial goals and therefore are more likely 

to achieve these goals. 

The table below shows that Alitisõ pools with their meaningful allocations of alternative assets have dramatically reduced the 

risk of investing when compared to their benchmarks. 
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Risk Since Inception Table  

Pool                                           

Name  

Pool Standard                  

Deviation  

Benchmark Standard 

Deviation  

% Risk Reduction 

vs. Benchmark  

Alitis Strategic Income Pool 2.52% 3.42% 26.3% 

Alitis Income and Growth Pool 2.79% 4.59% 39.2% 

Alitis Growth Pool 4.33% 8.70% 50.2% 

Alitis Mortgage Plus Pool 2.19% 3.66% 40.2% 

Benchmarks: Strategic Income - 100% DEX Universe Bond Index; Income and Growth  - 50% DEX Universe Bond Index, 20.5% S&P/TSX 

Capped Composite Index, 29.50% MSCI World Index (C$); Growth  - 41% S&P/TSX Capped Composite Index, 59% MSCI World Index (C$); 

Mortgage Pool - 100% DEX Universe Bond Index 



 

 

Alitis was created from the belief that proper diversification which includes alternative asset classes will reduce the risk in 

client portfolios and can enhance returns.  We have proven that belief to be true. In the months and years ahead Alitis 

Investment Counsel will continue to help clients build their wealth even when the markets are volatile.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Todd Blaseckie, CFA, CFP 

Portfolio Manager 

Business Development Manager 
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If you are interested in learning more about our pools, or would 

like to arrange a presentation for your company, group or                   

association, please contact Natalie Nguyen at nnguyen@alitis.ca 

or by calling 1-800-667-2554. 



 

 

Disclaimers and Disclosures  

This report is provided, for informational purposes only, to customers of Alitis Investment Counsel Inc. (òAlitisó) and does not 

constitute an offer or solicitation to buy or sell any securities discussed herein to anyone in any jurisdiction where such offer or 

solicitation would be prohibited. Opinions expressed in this report should not be relied upon as investment advice.   This report does 

not take into account the investment objectives, risk tolerance, financial situation or specific needs of any particular customer of Alitis. 

Each individualõs investment objectives, risk tolerance, financial situation and specific needs should be evaluated before making any 

investment decision. 

 

The information contained in this report has been drawn from sources believed to be reliable, but is not guaranteed to be accurate or 

complete. This report may contain economic analysis and opinions, including about future economic and financial markets performance. 

These are based on certain assumptions and other factors, and are subject to inherent risks and uncertainties. The actual outcome may 

be materially different. All opinions expressed herein constitute judgements as of the date of this report and are subject to change 

without notice. Alitis assumes no duty to update any information or opinion contained in this report. This report may contain links to 

third-party websites. Alitis is not responsible for the content of any third-party website or any linked content contained in a third-party 

website. Content contained on such third-party websites is not part of this report and is not incorporated by reference into this report. 

Unless otherwise noted, the indicated rates of return are the historical annual compounded returns for the period indicated, including 

changes in security value and the reinvestment of all distributions and do not take into account income taxes payable by any security 

holder that would have reduced returns. The investments are not guaranteed; their values change frequently and past performance may 

not be repeated. 

 

Neither Alitis nor any director, officer or employee of Alitis accepts any liability whatsoever for any errors or omissions in the 

information, analysis or opinions contained in this report, nor for any direct, indirect or consequential damages or losses arising from any 

use of this report or its contents. 

 

© 2016 Alitis Investment Counsel Inc.  All rights reserved.  Unauthorized use, distribution, duplication or disclosure, in whole or in part, 

or in any form or manner, without the prior written permission of Alitis Investment Counsel Inc. is prohibited by law. 
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