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By way of living our everyday lives, we 
expose ourselves to events with unknown 
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The reality is that a balance between the 
two is usually the best course of action 
and realistically emulates our day-to-day 
lives.

It is with great honour that we share with you that Northland Wealth was awarded 
Best Multi-Family Office (North America) – Client Service – Under $2B in 
assets advised at the Private Asset Management Awards held in NYC. This is a 
milestone accomplishment as we are the first and only Canadian firm ever to be 
recognized at this leading industry event.

Secondly, for the third year-in-a-row, Northland Wealth was recognized at the 
Family Wealth Report Awards as the Best Canadian Family Office. 

When Northland Wealth was founded  
6 years ago, it was with the mission of placing 
families first. Northland was built with a 
purpose – to be different from the banks, 
brokers and other advisors, by providing 
independent, unbiased advice, combined 
with the overriding mandate of protecting 
and carefully growing each family’s wealth 
over generations to come.

From all of us at Northland Wealth, we are honoured and wish to thank you and 
your family for placing your trust in us to advise, educate and support your family 
through some of life’s most difficult challenges. 

Our feature story In CPPIB We Trust will focus Northland’s meeting with the CEO of 
the Canada Pension Plan Investment Board and how we share and access similar 
strategies to help our families meet their long-term investment goals. We then look 
towards the future with Plan for the Worst, Hope for the Best, on how best to be 
a realist when looking at finances and life in general. We contrast this with Cloud 
649 and how to embrace or protect oneself from life’s highly unlikely events. Lastly, 
we continue with our examination of Blockchain, and our regular market insights.  
Hope you enjoy! 

In early February, members of 
Northland Wealth attended a 
roundtable luncheon hosted 

by the C.D. Howe Institute to hear from Mark 
Machin, the President and CEO of the Canada 
Pension Plan Investment Board (“CPPIB”). 
This presentation was informative as we 
were the only wealth manager in attendance. It is Northland’s access to, and 
conversations with, the world’s leading institutional investors such as CPPIB and 
Yale Endowment Plan, that allows us to understand and utilize best practices in 
risk and portfolio management for the families we serve. 

(CONTINUED ON PAGE 4) 
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Back on the Chain Gang – Part 2 
In the winter edition of the Artisan, we provided a high level overview of Blockchain 
technology and why it continues to attract attention in the financial industry. 
In this edition, we will delve into the inner workings of the technology. We use 
the word ‘attempt’ here, as this can be a particularly challenging topic, plus the 
technology is evolving every day. We hope to provide a framework to highlight a 
few of the opportunities to apply Blockchain and some challenges being debated 
as it matures from its infancy. 

The easiest way to explain exactly how this works is by 
detailing an example of a Blockchain transaction using 
Bitcoins, keeping in mind that the fundamentals of the 
process can be applied to any type of transaction.

As a brief review, Blockchain is a 
distributed open ledger that can store 
and update records without the use of 
a trusted third-party. The ledger itself 
is decentralized and is accessible to all 
network members, who have the right to 
update and maintain it. One of the most prominent questions is how users can 
be assured that the ledger gets reliably updated, or if fraudulent records and 
transactions could be slipped in. After all, this is why we require a trusted third-
party in the first place. To put it simply, how can the ledger be trusted? The easiest 
way to explain exactly how this works is by detailing an example of a Blockchain 
transaction using Bitcoins, keeping in mind that the fundamentals of the process 
can be applied to any type of transaction.

The first step of our hypothetical transaction is to get set up on a network for 
the transaction to take place (in this case, the Bitcoin network). After installing 
the appropriate software and purchasing some coins through a bank, you now 
have a “cryptocurrency” which is stored in a “wallet”. The cryptocurrency, which 
consists of digital Bitcoins, are stored in a digital wallet as a sequence of bits in 
the form of an “address” that is unique to the holder.

The second step is the fun part – spending those Bitcoins! After some online 
browsing, one may find that a coveted item is now on sale, and with luck, the 
online seller accepts Bitcoins as payment. Now the Blockchain technology 
takes over. By purchasing the item, software sends a digital message along with 
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Politics, Politics, 
Politics

It seems as if the U.S. election campaign 
of 2016 did not end with the actual 
election. The U.S. media is filled with 
accusations of election wire tapping and 
Russian election influence, both now 
under investigation by Congress. In 
the meantime, little progress has been 
made on the legislation front. President 
Trump’s travel ban ran into constitutional 
road blocks from the judiciary. That and 
the unsuccessful restructuring of health 
care legislation have distracted the newly 
elected Republican dominated Congress 
from important economic initiatives, 
such a tax cuts and infrastructure stimulus 
programs. The first attempt at revising 
health care was voted down and has 
revealed major differences within the 
Republican Party itself. Some observers 
are questioning whether Trump’s other 
initiatives will fly. The President’s first 
attempt at a budget was also deemed 
a non-starter. In our previous Artisan 
issue we made the point that the U.S. 
Constitution was designed with all 
kinds of checks and balances so that no 
individual, including the President, or no 
group, including Congress, has complete 
power.

Given generally high valuations 
combined with political progress not 
advancing as fast as some expected, 
has caused equity markets in the U.S. 
to stall and even backtrack from their 
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highs. However, financial markets, both 
equity and debt, handled the Federal 
Reserve rate increase very well. Investors 
need to step back and not let the fog of 
political infighting obscure the fact that 
the U.S. economy is continuing to grow. 
Unemployment levels are low and new 
job openings encourage those who have 
left the workforce to seek employment 
again. U.S. households, which are the 
basis of the U.S. consumption-focused 
economy, are in good shape and 
consumer confidence just reached a 16-
year high. U.S. household debt, relative 
to disposable income, is at its lowest level 
since 2002.

Given generally high 
valuations combined 
with political progress 
not advancing as fast as 
some expected, has caused 
equity markets in the U.S. 
to stall and even backtrack 
from their highs. 

U.S. corporate balance sheets remain 
in good condition and corporations, 
which for years have hoarded cash, are 
now spending. Durable goods orders in 
February rose 1.7% - this included aircraft 
orders. Even without aircraft orders core 
durable goods orders rose close to 5% on 
a annual basis. It would appear overall U.S.

(CONTINUED ON PAGE 4) 
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a signature over the network, 
stipulating that Bitcoins are being 
sent in exchange for the item. 
The party receiving the Bitcoin 
payment has its own unique 
address and becomes the new 

owner of the coins. Using Blockchain technology, which actually is the ledger, 
each party involved in the transaction can easily validate it. This is simple to do 
because Bitcoins are marked with unique addresses that are not associated with 
any other Bitcoins. The next question to address is how do we know that hackers 
can’t write some code and deceive the system about Bitcoin ownership? 

The Blockchain holds a record of every single transaction that has ever existed 
on it. Each transaction gets grouped into a “block” and is verified by the network. 
Each block of transactions gets linked to the block before it, forming a digital 
“chain”, hence the name Blockchain. A new block can only be added to the 
chain if all of the transactions within it have been verified (remember this is 
traditionally done by a trusted third-party). Since new blocks are verified based 
on each previous block, the more blocks that are added strengthens the chain 
and therefore the reliability of accurate information. In order to fraudulently add 
in a transaction, a person would have to alter every single block of the chain from 
the very beginning.

Blocks in the chain are verified through 
the process of “mining”. All of the users, 
or “nodes”, on the network are involved 
in the mining process. They become 
“miners” when they participate. Mining 
is the key to this entire technology and is 
based on a proof-of-work concept. Miners compete to update the ledger (or add a 
new block to the chain), and have incentive to do so because they receive rewards 
for their work. For their work, miners receive Bitcoins. The “work” involves solving 
complex mathematical problems that can only be achieved using computational 
force. If a hacker wanted to alter the entire chain back to the very first block of 
transactions, it would require unprecedented levels of computer power, which 
would also be extremely cost-prohibitive. This cost combined with the added 
challenge of making these spurious changes faster than all of the other miners 
competing to update the latest block effectively puts hackers back to square one. 

Although Blockchain continues to face obstacles such as privacy, integration, 
and compliance, it is expected that we will hear a lot more about this technology 
in in the years to come.

Grant Dawes 
Hon BComm, CIM 
Associate
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CPP is Canada’s national retirement plan. It traces its roots 
back to the 1960s when the government used employee and 

employer contributions to purchase Canadian government debt. Upon 
review in the late 1990s, the plan was deemed to be unsustainable and 
in order to meet its future pension obligations to Canadians significant 
changes to the plan would need to be made. These included the gradual 
increase in the contribution rate and the formation of the Canada Pension 
Plan Investment Board in 1999. The board’s role was to steer the investment 
decision only in non-marketable government bonds. It was not until the 
creation of the CPPIB that the plan was diversified into other asset classes 
such as equities, but even then it only invested on a passive basis. 

In 2006 CPPIB embarked on its current mandate, 
which is to achieve a “maximum rate of return 
without undue risk of loss” by pursuing actively 
managed investment strategies.

While Mr. Machin highlighted CPPIB’s strategy in a changing world, he 
also stressed the importance of educating Canadians about the history 
of CPPIB, its mandate, and its ultimate purpose. Mr. Machin emphasized 
the board’s need to be transparent and accountable to the Canadian 
public it serves. The pension is meant to act as a mandatory savings 
plan made possible by contributions during Canadians’ working years. 

In 2006 CPPIB embarked on 
its current mandate, which is 
to achieve a “maximum rate of 
return without undue risk of loss” 
by pursuing actively managed 
investment strategies. This 
change in approach was made in 
order to help achieve the real rate 

of return required to sustain the plan, which the Chief Actuary of Canada 
pegged at 3.9% in 2013 over a timeframe of 75 years. In other words, CPP 
requires a return of almost 4% per year greater than Consumer Price Index 
(“CPI”). This would also be known as an absolute rate of return target of 
CPI + 3.9%. The ability to invest over decades combined with utilizing an 
absolute return approach is one of the key advantages that CPP shares with 
families of significant wealth. Although CPPIB’s new investment approach 
was heavily influenced by the success of the Yale Model, which had been 
employed at the Yale university endowment since the late 1980s, CPPIB 
is still considered ahead of its time, as this strategy is now endorsed by 
other pension programs, large endowments and sovereign wealth funds. 

CPPIB is still considered ahead of its time, as this 
strategy is now endorsed by other pension programs, 
large endowments and sovereign wealth funds.

(CONTINUED ON PAGE 5) 
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P
ERSPECTIVES

GDP growth in the first quarter 
could be close to 2% - not a bad 

start for the year.

Looking outside of North America there are 
positive indications that worldwide growth is 
starting to pick up, with Brazil, China and India 
having stable-to-improving growth prospects. Even 
Europe has been showing better economic progress 
lately. Unfortunately, political uncertainty still exists 
in Europe with Brexit ongoing and critical elections 
in France and Germany this year, where nationalist 
forces have been a factor threatening the basis of 
the European Union itself.

In Canada, we had a Federal 
Budget that can be best 
described as a “wait and see 
what happens in the U.S.” 
budget. 

In Canada, we had a Federal Budget that can be best 
described as a “wait and see what happens in the U.S.” 
budget. The Liberal government eliminated a few tax 
perks but didn’t increase the capital gains tax to 75% 
of gains, as many feared they might. Further increases 
in fiscal stimulus spending seem a little amusing as 
a recent budget review revealed slow progress in 
spending for previously approved outlays.

It does appear that threats of a U.S. border tax have 
had a dampening effect on Canadian business. 
Business investment spending is at the worst level 
in 25 years. On a more positive note, the Trump 
approval of the Keystone Pipeline will allow that 
project to proceed, which is good long term news 
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It was not a simple flip of a switch that allowed CPPIB to pivot from 
passive investment management to active management in 2006. This 
change required extensive planning and development in order to create 
a model that would achieve its long term goals. It was determined 
that active management would need to maximize returns above those 
achieved through a passive strategy, while also compensating for 
the increased fees and illiquidity. To do so, the board built in-house 
teams to take advantage of the entire investment universe rather than 
simply employing external managers. In fact, it is estimated that by 
doing so CPPIB incurs only one tenth of the cost by investing through 
its own in-house investment teams. This is not to say that the board 
does not employ external managers, it does, but typically the fees 
paid are performance based. As the pension portfolio outperforms its 
benchmarks, it decreases the need for contributions by the Canadian 
public. The ability of the fund to meet or exceed its long term performance 
requirements serves as a multi-generational benefit to Canadians. 

By taking a dynamic approach, CPPIB can pursue 
value-added strategies that will enable it to achieve 
returns while providing stability to the plan and its 
beneficiaries.

It is with this long 
investment horizon that 
Mr. Machin stressed 
the importance of 
educating the public 
about CPPIB and its 
mandate, as in order 
to earn trust from 
future benefactors 
the pension must be 
transparent in both good and bad times. Of course, there will be times when 
returns deviate away from the 3.9% real return target. However, by taking a 
dynamic approach, CPPIB can pursue value-added strategies that will enable 
it to achieve returns while providing stability to the plan and its beneficiaries. 
At Northland Wealth, we embrace this philosophy and adapt these best 
practices and strategies to our clients’ portfolios in a common sense way. 
 

Victor Kuntzevitsky 
Senior Associate

Grant Dawes 
Hon BComm, CIM 
Associate
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PERSPECTIVES: 
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for the oil sands sector. Recently a pull back in oil 
prices has slowed recovery hopes in Alberta and 
Saskatchewan, but fortunately B.C. and Ontario 
continue to show reasonable growth. Canada as 
a whole is likely to struggle to reach 1.5% GDP 
growth in 2017.

North American equity 
markets reacted positively 
to Trump’s promises of tax 
cuts and fiscal stimulus. As 
doubts have risen, markets 
have faltered but have not had 
a meaningful correction.

North American equity markets reacted positively 
to Trump’s promises of tax cuts and fiscal stimulus. 
As doubts have risen, markets have faltered but 
have not had a meaningful correction. How equity 
markets proceed from here will very much depend 
on the first quarter corporate earnings reports which 
seem to be at this point above expectations. We 
remain cautiously optimistic. With the potential to 
see one or possibly two interest rates increases over 
the coming year in the U.S. and possibly Canada, we 
continue to see opportunities across credit focused 
strategies which tend to hedge interest rate risk. In 
regards to income producing investments we favour 
private real estate (primarily US) backed debt which 
offer attractive and consistent cash-flows with short 
maturity exposure compared to publicly traded 
bonds. On the equity side, we continue to utilize 
a combination of global factor based and broad 
market ETF’s to provide diversification with a tilt 
towards providing lower volatility returns. 

 
David Cockfield, MBA, CFA 
Managing Director &  
Portfolio Manager

Arthur C. Salzer, CIM, CFA  
CEO & Chief Investment Officer 



There is an old saying 
that buying lottery 
tickets is a “tax on the 
stupid”, and although 
it’s technically correct, I 
am here to offer you an 
alternative perspective. 
The modern lottery 
system evolved in the 
1960s as a means for 
governments to raise 
revenue, without raising 

taxes, for public projects such as schools, hospitals and community 
centres. In essence, lotteries pool monies from the general 
population and reinvest them back into the economy strategically 
and with purpose. Like any business, there are different margins 
on the products the lottery sells. Modern gaming corporations 
charge a percentage of all gaming revenue generated at casinos, 
sports betting, lotteries, and scratch cards. The Ontario Gaming 
Corporation generated $147 for every citizen in Ontario during 2015. 
For interest’s sake, Nevada generated about $3010 per person. If it 
wasn’t for gaming, the government would likely have to cut services 
elsewhere or raise taxes.

By way of living our everyday lives, we 
expose ourselves to events with unknown 
outcomes.

The average person who engages in the lottery loses money, as every 
$1 purchase of lottery tickets will recover only $0.15. However, there is 
another way of looking at this equation.  By way of living our everyday 
lives, we expose ourselves to events with unknown outcomes. These 
outcomes can be categorized on a scale from positive to negative, 
with the middle point being neutral or uneventful. When placing 
these events on a distribution table, we would expect the following:  

This scale has both negative and positive extremes. The extreme 
outcomes are called ‘tail events’ because they occur at the tail 
end of the distribution, and are very rare, as highlighted by their 
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PLAN FOR THE WORST, 
HOPE FOR THE BEST
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People are generally pessimists 
or optimists. Either way, both 

of these points of view on life have positive and 
negative effects. The reality is that a balance 
between the two is usually the best course of 
action and realistically emulates our day-to-day 
lives. Regardless of our efforts and thoughts, 
throughout our lives we will face both the good 
and the bad. Therefore, when planning, it is often 
best to assume the position of a realist versus an 
optimistic or pessimistic end of the spectrum.

We do not live in a perfect 
world. We live in a world full of 
errors, unexpected interruptions, 
heartache, death, and many other 
disappointing situations. While 
unfortunate, this is our reality. 

It is not healthy to focus on the negative aspects of 
life, but ignoring them serves us no good either. Yet 
we are taught to be the most positive, optimistic 
people possible… here lies the dilemma!

(CONTINUED ON PAGE 7)
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lower frequency.  
These rare events 
are occurrences 
that are out of our 
control, such as 
acts of nature, 
illness or accidents. 
This phenomenon 
gave rise to the 

insurance industry, which attempts to quantify these risks using 
predictive analytics to price insurance against your home, car, or 
state of health.  In exchange for a monetary premium, by obtaining 
insurance we effectively “transfer” the risk. Similar to the lottery 
ticket example above, the expected value of purchasing insurance is 
negative; otherwise insurance companies would go out of business.  
It is important to remember that there are many risky outcomes that 
the insurance industry hasn’t yet priced. Thus, individuals continue 
to bear the risk of these events. In absence of a marketplace where 
that risk can be transferred, it can be theoretically offset with an 
equally rare positive outcome. Some of the many ways to fatten your 
right-tail outcomes include spontaneous interactions, reinforcing 
friendships, entrepreneurship, exposure to new environments 
(such as traveling) and on the far right-end, buying lottery tickets. 
We are well aware of the astronomical odds against winning the 
lottery. Apart from allowing our imagination to fantasize about large 
jackpots, the reason I personally invest in lottery-like outcomes is to 
expose myself to infrequent, but extremely positive outcomes. It is 
important to note that with the right financial advice, Northland’s 
financial planning expertise can ensure that winning the lottery 
could in fact be categorized as a positive outcome.

 
Victor Kuntzevitsky
Senior Associate 
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June Clouds (photo on page 6)
By: JEH MacDonald

June Clouds, is the early work by MacDonald. 
Completed before the artist joined the Group of 
Seven in 1920, its thick, exuberant application 
of paint suggests movement and transition 
throughout the image. As such, this canvas is 

closer in spirit and technique to the Impressionistic paintings of 
Marc-Aurèle de Foy Suzor-Coté, than to the works of the Group 
of Seven. At the time he painted June Clouds, MacDonald moved 
between compositions such as this one that portray recurring 
movement, and those that featured restful, calm elements.

Having hope does not infer closing our eyes and 
wishing for a miracle, rather that we will have good 
fortune and our plans will work out as intended. 
We assume that the surprises we experience in 
life will generally be positive, such as being able 
to retire early or take that trip we always wanted 
to take because things worked out better than 
expected. When we use the phrase “hope for the 
best”, we mean plan for the best; look forward 
to the best; have an expectation that things are 
going to work out in our favour. However, when we 
say “plan for the worst”, it does not mean to plan 
with a negative outlook. It simply means that we 
need to be wise in our plans.

However, when we say “plan for the 
worst”, it does not mean to plan with 
a negative outlook. It simply means 
that we need to be wise in our plans.

Some questions to be asked are, should we be 
planning for job loss? What if we lose a loved one? 
What if we need to care for a significant other for 
a prolonged period of time?

Often we think of using insurance to cover 
these needs, but what about “self-insuring” our 
families? We live in a society of spendthrifts, 
but what if we were to save a significant amount 
of money on a regular basis to cover these 
unforeseen issues, and our reward for this would 
be to become financially secure enough to afford 
retirement at age 50? Previous generations 
referred to this as a “rainy day fund”. But hoping 
for the best is usually more of a fantasy than a 
plan.

(CONTINUED ON PAGE 8)
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MENDED REA
D

IN
GFamily Trusts:  

A Guide for Beneficiaries, 
Trustees, Trust Protectors, 
and Trust Creators 
by Hartley Goldstone,  

James E. Hughes, Keith Whitaker

Members of Northland were fortunate to meet the Jay Hughes 
just before he received the Lifeimtime Achievment Award at the 
FWR Awards held in NYC. His writings are ‘must reads’.

Family Trusts provides a hands-on primer aimed at fostering 
positive relationships and structuring trusts for the wide variety 
of unique situations and people involved. This is a practical, step-
by-step guide for anyone who wants to develop independent 
beneficiaries rather than “trust-fund babies.”
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The information provided in this newsletter is for informational purposes only and 

should not be used as investment or tax advice. For investment advice tailored 

to your specific situation and investment objectives, please contact a Northland 

Wealth Management professional.

PLAN FOR THE WORST,  

HOPE FOR THE BEST 
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If we are prepared for the worst and 
a less than ideal event does occur, 

we would be in a better mindset to deal with the 
situation without the added stress of the potential 
financial burden. This would allow us to think more 
clearly, use our energy in a more positive manner and 
take the steps necessary from a financial standpoint. 

There are a wide variety of products, solutions and 
strategies that can be employed to “protect” us 
from various undesired situations. However, the vast 
majority of them assume something negative will 
occur at some point.

You will never identify every possible 
scenario that could affect you negatively, 
but there are certainly quite a few 
common ones that can be mitigated 
fairly easily. 

You will never identify every possible scenario that 
could affect you negatively, but there are certainly 
quite a few common ones that can be mitigated 
fairly easily. Whether it is carrying insurance policies, 
saving money for unexpected expenses, eating 
healthily, exercising, or driving carefully, these are all 
examples of “planning for the worst and hoping for 
the best”.

The most important part of this entire process is 
identifying the possible scenarios that you need to 
plan for, both good and bad, that are applicable to you. 
From there, the rest is rather easy. Take the time to sit 
down and complete a wealth plan, keeping in mind 
that the best course of action is to “plan for the worst 
and hope for the best”!

Jeff Sproul, Hon BBA, PFP, CIM 
Vice President, Wealth Management  
and Associate Portfolio Manager

8965 Woodbine Avenue, Markham, Ontario L3R 0J9 

Southcentre Executive Tower, Suite 610, 11012 MacLeod Trail S. 
Calgary, AB T2J 6A5 

(888) 760-6596 (NLWM) | www.northlandwealth.com


