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A Tiger of a Quarter
The Canadian and the US broader market 
experienced gains of more than 12% for 
this past quarter with Europe and the 
emerging markets showing slightly less 
impressive, albeit strong gains.
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Calculating performance is imperative 
and the key is to compare it against the 
appropriate relative measure to meet 
client’s objectives.
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Everyone at Northland Wealth is 
extremely proud to be able to serve our 
clients and contribute to making their 
dreams and visions become reality.
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Professionals who hold the TEP 
designation often help people at difficult 
or emotional times, such as after the 
death of a close family member.

When Northland Wealth was founded 8 years ago, it was with the mission of providing 
independent, unbiased advice combined with the overriding mandate of protecting and 
carefully growing each family’s wealth over generations to come. We knew Canadian 
families deserved more than what was and is available in Canada through the banks, 
brokerages and insurance companies. 

We are humbled that at the two leading private wealth 
awards events in North America, Northland Wealth 
was recognized with the highest honours. At the  
2019 Family Wealth Report Awards Northland 
Wealth was named Best Multi-Family Office 
(North America) – Under $2.5 Billion in assets 
advised and was recognized as Highly Commended 
in the category of Best Multi-Family Office (North 
America) – Client Service – Under $2 Billion at the 
2019 Private Asset Management Awards. 

As the only Canadian firm to have ever been recognized at these events in the United 
States, it is a testament to Northland Wealth’s focus on going above and beyond for the 
families we serve. From all of us at Northland Wealth, we 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 is entitled “A Principled Investor”, which was published recently in 
the Financial Post Magazine and delves into some of the many challenges with bank 
and dealer created investment products. We then travel to Mexico as we share a story 
of how Northland Wealth helped a client build a condominium complex, in the article 
“Bella Vista”. From there we cover the Society of Trust & Estate Practitioners and how a 
professional with the TEP designation can help your family in the story “STEP”.  Lastly, in 
“The Downside of the Dow”, we examine how different market indexes are constructed. 
These stories, along with our Market Insights and more are in this edition of The Artisan.    

It’s difficult to believe, but it is now 10 years 
since the Great Financial Crisis had its apex 
in early October 2008. At the time, I was also 
managing $200M in private client assets 
which consisted of public securities, but more 
interestingly I was co-managing a $400 million 
Principal Protected Note (‘PPN’) which was 

issued by one the Canadian banks that was linked to a mutual fund which the firm 
that I worked at managed. 

(CONTINUED ON PAGE 4) 
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The Downside Of The Dow Index 
Whether we are discussing investments or life, 
performance should always be measured against a 
benchmark, otherwise progress cannot be assessed. 
Investment portfolio performance is sometimes 
mistakenly benchmarked against the Dow Jones 
Industrial Average (DJIA), or simply the Dow. Those 
who use the Dow as a performance benchmark are often 
misguided and misinformed. 

The Dow is 
a well-known 
stock market 
index that is 
based on the 
value of 30 
publicly owned 
companies in 

the United States. It is the second-oldest U.S. market 
index - first calculated in 1896 by then Wall Street Journal 
editor Charles Dow and his associate Edward Jones.  
The Dow’s main appeal is that it provides over 100 years 
of historical data to benchmark stock performance. It 
could be argued that its shortcomings are due to its lack 
of foresight into how the investment landscape would 
develop. Business media has used it for so long that 
they have created the impression that it is a proxy for the 
overall market. Its main drawbacks are:  

1.  It is not an accurate representation 
of overall stock market performance

First, the index contains only 30 companies - not enough 
to capture the performance of the “stock market”. Also, 
the Industrial portion is largely historical, as of today 
only 24% of the modern 30 constituents have to do with 
traditional industries. In fact, the components of the Dow 
have changed 52 times since its inception to better adapt 
to reality. For example, General Electric had the longest 
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A Tiger of a Quarter
It was approximately a decade ago since 

Tiger Woods won a major golf tournament, and global stock 
markets staged a rally this large. Equity markets in North America 
that had plunged by almost 10% in December abruptly turned 
upward in the last week of the year. The Canadian and the US 
broader market experienced gains of more than 12% for this past 
quarter, with Europe and the emerging markets showing slightly 
less impressive, albeit strong gains.

Very oversold markets combined 
with the unexpected policy reversal 
by the US Federal Reserve created a 
monumental shift in the investment 
environment.

What caused 
this abrupt 
market reversal? 
Very oversold 
m a r k e t s 
combined with 
the unexpected 
policy reversal 
by the US 
Federal Reserve 

created a monumental shift in the investment environment. The 
Federal Reserve ended its projected policy of increasing future 
interest rates or tightening to a few, if any, increases. Forecasters 
who saw a recession as the final result of the tightening were now 
forced to redo their projections on a more positive note. Investors 
who had moved to the sidelines in anticipation of slower growth 
returned to markets with enthusiasm and bid equity prices sharply 
higher. 

Another positive development was the indication of progress 
between the US and China on their trade dispute. US tariffs on 
China have had a negative impact on the US economy as China 
responded with tariffs on US farm products. It would appear that 
both the US and China are committed to reaching an agreement 
that would be positive for both sides. A settlement of this dispute 
would be very positive for financial markets and would boost US 
economic activity as 2019 progresses.
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continuous presence beginning in 1907 and ending in 
2018. Because of its failure to accurately indicate what 
is really going on in the market, the Dow is not used by 
institutions to benchmark stock performance. 

2.  The Dow is a price-weighted average 
index, meaning weight of each 
component is based on the stock’s 
price.

The index 
construct ion 
method is 
flawed as it 
gives higher-
priced stocks 
more influence 

over the average than their lower-priced counterparts. It 
doesn’t consider the relative industry size or company 
value of the constituents. For example, the weight of 
Travelers Companies Inc. (TRV) is three times larger 
than Coca-Cola Company (KO) while being 5.5 times less 
valuable. Originally, to calculate the Dow index, the share 
price of the components was added and then divided by 
the number of constituents. Overtime, the divisor had to 
be adjusted for stock splits to ensure that such events did 
not alter the numerical value of the Dow. 

At Northland Wealth Management we prefer to use market 
value weighted benchmarks such as S&P 500 in the U.S. 
or S&P/TSX Capped Composite Index in Canada. The 
type of clients we serve often are more concerned about 
meeting future expenses and maintaining their lifestyle, 
therefore we use the Asset Liability Management (ALM) 
approach where our goal is to earn the rate of inflation 
plus anywhere between one to five percent. Calculating 
performance is imperative and the key is to compare it 
against the appropriate relative measure to meet client’s 
objectives. 

 
Victor Kuntzevitsky, CFA, CAIA 
VP, Investment & Portfolio Strategy

ORIGINS AND UNDERSTANDING 
(CONTINUED FROM PAGE 2) 

In terms of the overall economic background, both the US and 
Canada are still experiencing reasonable economic growth. In the 
US, perhaps due to tariffs or the cold winter weather, the first quarter 
GDP growth while positive, is at less than 2% on an annualized 
basis. However, the concern which was caused by initially poor 
first quarter job growth has been offset by good March numbers, 
which showed an increase in non-farm employment of 196,000 
jobs along with upward revisions to previous monthly data. 

Canada on its part continues to suffer 
from a slower rate of growth than 
the US. The Alberta energy sector 
is an ongoing drag on the Canadian 
economy. 

Canada on its part continues to suffer from a slower rate of growth 
than the US. The Alberta energy sector is an ongoing drag on the 
Canadian economy. Recent increases in oil prices, particularly in 
Western Canadian Select heavy oil will help Alberta, but the lack 
of pipeline capacity due to political intervention will remain a 
problem. Further production cuts by OPEC combined with the 
humanitarian crisis in Venezuela due to the communist policies 
of the Maduro government, and the social unrest in Libya which 
continues 8 years after the departure of Col. Gaddafi are further 
positives for future oil prices.

Ontario on its 
part continues to 
benefit from US 
economic growth. 
Ontario normally 
does well if the 
US is doing well. 
Concerns about 
the housing market have not as yet materialized with housing 
prices stabilizing, however sales volumes are down sharply. The 
new Conservative government in Ontario has stepped forward 
with a GTA major transit expansion program. While Ontario’s 
deficit will expand, we view this as ‘good debt’ as the expenditures 
will be directed into infrastructure assets, which are sorely needed 
and will be stimulative for Ontario’s economy not only initially 
but over time. 

(CONTINUED ON PAGE 4) 



 The trade side 
is still an open 

question for Canada. 
Canada had recent disappointing new job statistics, 
showing a 7,200 jobs decline. The trade side is still an 
open question for Canada. NAFTA 2 has yet to be 
ratified by the now divided US Congress. The tariffs 
on steel and aluminium remain despite Canada and 
Mexico protests. The Democratic dominated House 
of Representatives has already raised doubts that 
the trade deal will pass without alterations. In the 
meantime, the old NAFTA remains in place – not 
such a bad thing!

The ongoing political uncertainty in the US is 
being matched in Canada. The ruling Liberals 
have shot themselves in the foot with the SNC 
Lavalin affair. While the recent budget has all the 
bells and whistles of an election budget for this 
fall, it may not be enough. Canada could soon 
have a new federal government in Ottawa.

Looking ahead, it would be nice 
to predict further financial market 
improvements. However, recent 
history has shown unpredictability 
is a basic element of markets. 

Looking ahead, it would be nice to predict further 
financial market improvements. However, recent 
history has shown unpredictability is a basic 
element of markets. Possible positives would 
be a continuation of low interest rates – no rate 
increases, low inflation and positive economic 
growth in the US and Canada. A trade deal 

PPNs were gaining prominence as an investment vehicle 
of choice for conservative investors, who were, in reality, 

savers who were unhappy with GIC rates. PPNs were pushed or 
‘recommended’ by bank sales staff and commissioned advisors as a 
strategy to “obtain growth, income and capital protection”. The claims 
sounded like an investor’s Nirvana; investors get to eat their cake and 
have it too! 

A Principal Protected Note is a 
structured finance product created 
by investment dealers which 
consists of two parts. The first part 
consists of a structure of a zero-
coupon bond which guarantees a 
rate of return as long as the note 

is held to maturity. The second part of the PPN is an option with a 
payoff that is linked to an underlying asset or index. Based upon the 
performance of the linked asset, the payoff will vary and will have the 
potential for a return, but the return is not guaranteed. 

For example, if the payoff is linked to an equity index, such as the Toronto 
Stock Exchange (TSX), and the index rises 30%, the investor will receive 
the full 30% gain. In effect, the principal protected securities promise 
to return an investor’s principal, at the time of maturity, with the added 
gain from the index’s performance if that index trades within a certain 
range.

These products are essentially unsecured debt with investors 
of the note falling below the tier of secured creditors. 

The risk is that the investment does not have a guaranteed return 
should the issuer go bankrupt and default on all or most of its payments, 
including the repayment of investors’ principal investment; the investor 
would lose his or her principal. In reality, these products are essentially 
unsecured debt with investors of the note falling below the tier of 
secured creditors. 

Now back to October 2008, Lehman had just been allowed to fail and 
the first iteration of Troubled Asset Relief Program (‘TARP’) did not 
pass the House of Representatives due to brilliantly played partisan 
politics by the Speaker during the introduction of the Bill. Each day 
during that first week of October we were seeing global stock markets 
opening limit down each morning. I knew that by 2pm we would receive 
the order from the bank to liquidate another $150M or more in securities 
in order to meet the margin call that was occurring in regard to the 
PPN I was co-managing. The stress of each day was quenched with a 
couple of martinis in order to fall asleep. Each morning I awoke to do it 
all over again. For three days this happened, then, like peace breaking 
out on a battlefield, the forced selling stopped. 

(CONTINUED ON PAGE 5) 
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While equity markets did not ultimately bottom until March 2009, 
they recovered relatively quickly due to the unprecedented monetary 
stimulus of 0% interest rates combined with quantitative easing, along 
with trillions of dollars of fiscal stimulus. Was all of this government 
intervention worth it? It’s difficult to say as these policies have distorted 
equity, credit and real estate markets globally for the past 10 years, 
along with creating significant social and structural issues. 

What happened 
to the many 
investors who 
bought these 
PPNs from 
banks with the 
expectation of 
earning a higher 
return for their 
savings? They 
e x p e r i e n c e d 

what is referred to as a ‘knock out scenario’ or a ‘protection event’ 
where the underlying asset which the PPN is linked to declines to such 
a level that the note becomes ‘monetized’. Depending on the issuer, 
investors would have received their initial investment back, but their 
loss of purchasing power after inflation was significant over the period 
of the lifetime of the note, which typically ranges from 5 to 7 years. 
By the end of December 2008, 169 PPNs were monetized across 12 
financial institutions in Canada.

How did the industry fare? Much better than the investors, as the 
many banks, investment dealers, and commission driven advisors who 
created and recommended these products earned their significant 
management fees, operating fees, structuring fees and commissions. 

Arthur C. Salzer, CIM, CFA    
CEO & Chief Investment Officer  
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between the US and China would be a big step 
forward. In Europe, the Brexit issue has been kicked 
down the road until October 31st, with a further 
trade dispute between the EU and the US still being 
a possible threat.

In the equity portion of portfolios we favour the 
utilization of ETFs to gain a low-cost and diversified 
global exposure, and which utilize a combination of 
indexing along with a low-volatility factor based 
approach. For investors with long-term horizons 
and a reduced need for liquidity, private equity 
(both in the growth equity and secondary sectors) 
has the potential to create value in excess of the 
public markets over time. 

Our strategy in the fixed income asset class 
continues to favour opportunities that focus on the 
“real economy” rather than the “financial economy”. 
The areas where we see the greatest return vs. 
risk are in the area of supplying growth capital via 
private debt for companies, private mortgages 
secured against hard assets such as real estate, and 
lending against infrastructure. 

As a complement to fixed income and equity asset 
classes, we view multi-family real estate as having 
good potential, as strong rent growth should 
compensate for higher interest rates.

David Cockfield, MBA, CFA 
Managing Director & Portfolio Manager

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

Northland Wealth utilizes an open-architected approach which 
has the ability to access ‘best in class’ institutional quality 
traditional and alternative asset class investments. We leverage 
the buying power of our family office with external asset 
managers, which often lead to lower management fees for our 
clients. This provides the potential for higher returns and greater 
wealth preservation. Our fiduciary responsibility to the families 
we serve is paramount and our advice has been designed to be 
devoid of conflicts such as trailer fees and sales incentives.



Continuing education 
is an all-encompassing 

term within a broad list of post-secondary 
learning activities and programs. On 
the other hand, professional continuing 
education is a specific learning activity 
generally characterized by the issuance of a 
certificate or continuing education units for 
the purpose of documenting attendance at a 
designated seminar or course of instruction. 
Licensing bodies impose continuing 
education requirements on members who 
hold licenses / designations to continue 
practicing or using a particular designation. 
For example the Chartered Financial Analyst 
or Chartered Financial Planner designations 
have requirements intended to encourage 
professionals to expand their foundation 
of knowledge and stay up-to-date on new 
developments.

The world of wealth management is 
complex and ever changing and while most 
of us at Northland Wealth hold professional 
designations that require professional 
continuing education, we are cognizant of 
when we need to branch out even further 
and attain new designations. 
(CONTINUED ON PAGE 7)

In the past we have taken 
the opportunity to use 
the Brushstrokes section 
of The Artisan to share 
client experiences in which 
Northland Wealth was able 
to assist them. Many of 
these stories centred on the 
concierge services offered 
by our family office, which 
fall outside of traditional 
investment management 

services, and include such areas as overseeing the construction of a family 
cottage, philanthropic endeavours, or even arranging exotic excursions. 

In this edition we would like to share with you a project that one of our 
clients has been working on since the winter of 2018. 

Just over a year ago, we 
received a call from a 
long-time client who was 
at his winter home in the 
Puerto Vallarta area of 
Mexico. He got straight 
to the point -“I’m looking 
at buying the property 
next to mine, and I want 
to tear everything down 
and build a boutique 
condo complex - what do 
you think?” At first, we said – “you are joking, right? I mean you are retired, 
have a beautiful retirement property down in Mexico, another property in 
Canada, and an investment portfolio that’s working for you so that you 
can live the lifestyle you want - why upset the apple cart?” Well, coming 
from a fast-paced working environment in the oil patches of Western 
Canada, ‘slowing down’ was not exactly his style; nor was taking on a new 
challenge in a foreign country. 

Initially our discussions were purely around 
financing the purchase of the adjacent lot, but as 
things progressed, it was evident that our client 
was going to need assistance from start to finish. 

Initially our discussions were purely around financing the purchase of 
the adjacent lot, but as things progressed, it was evident that our client 
was going to need assistance from start to finish. Although this type of 
project was new to the client and us, the investment opportunity was 
intriguing – so we did some research and eventually the project moved 
forward. 
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Northland Wealth Management was created 
to provide not only investment management 
services, but also comprehensive advice 
and counsel on the management and 
preservation of wealth for our clients. An 
ever more evolving and integral part of the 
latter is centred on Trust and Estate Planning. 

The Trust and Estate Practitioner designation 
(TEP) is a worldwide recognized designation 
and is a way to identify qualified practitioners 
and distinguish them from non-specialists 
who occasionally deal with trusts and 
estates. The TEP designation is offered by 
the Society of Trust and Estate Practitioners 
and is the leading international organization 
for trust and estate professionals. 

As specialists in inheritance and 
succession planning, professionals with the 
TEP designation may draft wills and trusts, 
administer estates, act as trustees and 
advise families on how best to structure their 
finances to ensure compliance and preserve 
their assets for future generations.

In their practice, professionals who hold 
the TEP designation often help people at 
difficult or emotional times, such as after 
the death of a close family member. Some 
examples are:

•  providing for an individual following their 
partner’s death, while protecting the 
interests of their children

•  ensuring elderly or vulnerable relatives are 
cared for and supported

•  helping families with interests spread 
across the world to be compliant with the 
laws and tax rules of different countries

(CONTINUED ON PAGE 8)

Over the course of the next year 
our firm worked with our client 
to bring the project to life. Our 
client was spearheading the 
project from his casa in Mexico 
and from Alberta (where he 
was still doing consulting 
work). Northland Wealth 
provided a helping hand in the 
coordination of the project 
through our participation in 
weekly meetings and calls 
with various architects, 
builders, project managers, 
city officials, property 
managers, engineers, accountants and of course, many lawyers. 

We would now like to congratulate our client on the official launch 
of Bella Vista – Yacht Club Condos in La Cruz De Huanacaxtle  
www.bellavistalacruz.com which feature one, two, and three 
bedroom condominiums all finished with excellent materials and 
offering unobstructed ocean views from every level. The ground 
breaking will commence in late spring 2019. 

Everyone at Northland Wealth is extremely proud to be able to serve 
our clients and contribute to making their dreams and visions become 
reality. 

Paul Mascard, FEA 
President 
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Pacific Ocean  
by Arthur Lismer  
(photo on page 6) 

Arthur Lismer first visited the west coast 
of Canada in 1951, traveling to Long Beach 
on Vancouver Island with his wife Marjorie. 

Enamoured of the region, they would return every year for the 
next 16 summers. “Lismer’s paintings were nevertheless filled 
with the earth force, the vitality that was undeniably his mark.” 
Lismer felt connected with the flourishing strength of life that is 
so apparent in the lush coastal climate of Vancouver Island. It was 
this essence of life that Lismer connected with, from the rushing 
surf of the Pacific Ocean to the plants and animals of the shore.



•   ensuring that a family business will pass 
safely from one generation to another

•   helping clients to support charitable causes 
in an effective way.

To be awarded the TEP, practitioners 
must have a combination of specialist 
qualifications and experience, including 
significant involvement with the planning, 
creation, management of, and accounting 
for trusts and estates, executorship 
administration and related taxes, along with 
a four part course program which includes: 
Law of Trusts, Taxation of Trusts & Estates, 
Wills, Trust & Estate Administration, and 
Trust & Estate Planning.

We are excited to report that Grant Dawes is 
on his way to attaining his TEP designation 
and will be writing his final course exam in 
the spring of 2019. This will play an integral 
part in the services we at Northland Wealth 
provide to the families we serve.

Grant Dawes, CIM, CFP 
Hon BComm, CIM 
Associate
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Homo Deus:  
A Brief History of Tomorrow 
by Yuval Noah Harari

In this vivid, challenging new book from the 
author of Sapiens, Yuval Noah Harari examines the 
implications of our newly upgraded condition, from our 
dogged pursuit of status and happiness to our constant 
quest to overcome death by pushing the boundaries of science. He 
explores how Homo Sapiens conquered the world, our creation of today’s 
human-centred environment, our current predicament and our possible 
future. And, above all, he asks the fundamental questions: Where do we 
go from here? And how will we protect this fragile world from our own 
destructive powers?
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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.

STEP CANADA   
(CONTINUED FROM PAGE 7) 
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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


