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Your Investment Portfolio: What Does it Look Like Currently?  

Given the recent turmoil in the investment markets, it would seem appropriate at this point to have a 
look at your investments and see what’s in there, and what risk levels look like for individual clients.  
 
There are 3 general categories to consider, and 6 specific risk levels. Sounds complicated, so let’s make it 
simple and understandable.  

 
1. Bonds are the Lowest Risk Area of your Investments. They don’t earn much of a return, 

particularly now, but they do a reasonable job of protecting your money, and given the strong 
expectation of lower interest rates for a good while at this point, bonds should remain fairly safe. 
The big risk for bonds is when interest rates go up. That could leave your current, lower rate 
bonds as a less desirable investment, because everyone wants the newer, higher interest rates.  

 
Money Market Bonds 

These government bonds are issued for 90 days, and then reissued again, for as long as shorter term 
money is required by the government. Interest rates are really low, such that you can currently expect to 
lose money on these to a minor, but highly probable extent, on an after-inflation basis. Your money is 
basically on the beach in Maui, and you’re paying for the drinks. But it’s safe there, and you can move it 
to better opportunity investments whenever you want, and on short notice. So for a period of short-
term safety, this may be a reasonable place to be from time to time.  

 
Other Bonds 

Various other types of bonds exist here, and the purpose of these various types is to trade off some of 
the safety for more return. And the rising interest rate concern is similar here. But the safety level is still 
pretty good if we’re not expecting interest rate increases. (Increases are possible, but given the 
enormous cost that would be to the government, it’s unlikely at this point.) 

 
2. Balanced Funds and Moderate Risk 

In general, you can think of balanced funds a having a ‘balance’ of stocks and bonds, or at least 
having risk levels similar to a specific balance level. Some balanced funds can be 70% bonds and 30% 
stock, and some can be the reverse. We are currently using a 70-30 stock-focused fund in here that 
has an ability to go 30-70 (so the opposite direction) if and when needed.  

 
Risk levels can vary a fair bit here, even to the extent that some balanced funds can show risk levels 
close to that of some stock funds at different times. But in general, risk levels here are less than stock 
risk levels. And returns are less as well, though over a prolonged period of time, these funds should 
produce more return than most bond funds.  
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One particular advantage of balanced funds is these funds are easier to live with, in that they may swing 
up, and particularly down, to a much less severe degree, and so be a little easier for the investor to live 
with. Losses are often magnified when investors ‘get out’ of something that scares them, often at or 
near a time when they should be considering the reverse. So lower risk levels may well work better for 
some investors.  

 
3. Stocks are Generally the Highest Risk Investment Type. As with the other categories, there 

are different levels of risk here. We are currently using a couple of stock funds (also called equity 
funds because you hold an ‘equity’ position in the companies the fund owns) with risk levels 
comfortably in the ‘Balanced’ risk level. But risk can be as high as gambling in Vegas if you 
choose. (And please don’t choose that.)  

 
Low Risk Stocks 

These are generally funds with domestic, large company, dividend paying stocks in them. If the stock 
markets run into trouble, these funds have the added advantage of avoiding the additional risk of 
currency shifts which can cause added losses, and of paying dividends along the way, which can add to 
your returns, and so avoid heavier losses. As noted above, we’re currently using a couple of stock funds 
with a tendency to go into really active, heavily aggressive markets, where many stocks are trading at 
record levels, with large excess cash positions. The Ivy Foreign Equity funds (2 of them) tend to take 
profits when things get over-valued, and go to cash for safety, as well as to preserve an ability to buy in 
at a low point in the future with protected, ‘on the beach in Maui’ money.  

 
Foreign Stocks / Currency Risk Added 

These are much the same as the above, but with the added risk of currency shifts. In some cases, such as 
an Ivy fund we use, there is a ‘currency hedging’ plan in place. That adds a tiny bit of cost to the fund, 
but enables it to avoid losses if the currency the stock is purchased in should drop, relative to the 
Canadian dollar.  

 
High Risk / Scary Stuff 

Suffice to say here that, unless specifically requested by the investor client, or unless Architype Financial 
is very comfortable with a knowledge and understanding level of how the fund operates, we just don’t 
go there. We’ve been there in the recent past, but the fund involved has been cancelled in the last year 
or two, and we haven’t seen anything to replace it thus far.  

 

The Plan Up to Now 
The plan has been to look forward, as well as back, and try to determine where risk is at the moment, at 
least in a general sense. We’re not trying to predict, because No-Bah-Dee-Nose, as our clients have no 
doubt heard before. Rather, we are trying to “Be Prepared”. (Yes, Greg is an old Boy Scout.) Sure, we 
may underperform some at times, because we don’t have the gas pedal right to the floor. But if that 
means we can go around a corner and uddenly see a huge bunch of potholes all around us, and get 
through that mess without major damage, then being prepared is likely worth the cost.  
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The Plan Going Forward 

We are pretty much all holding an individual, long term plan, which says how much of each of the above 
risk levels you are comfortable with. This plan is subject to change, and it will change as risk levels in the 
different areas go up and down. This is your KYC (Know Your Client form) plan. At present we’re all on 
the low side of stated risk comfort levels. We’ve taken profits at or near the top, much as the Ivy funds 
tend to do, and we’ve reinvested in safer stuff, to protect against future market trouble that could cause 
pain. And with stock/equity markets currently recovered so strongly, while the companies the stocks 
represent are still in so much pain, that seems the safer way to go for a while yet. And it gives us an 
ability to buy in at lower prices if markets do drop lower in the fall.  

 
Your Specific Risk Level Numbers (at this point): example 

General Risk 
Level 

Specific Risk Category Current 
Holdings 

KYC 
Targets 

Over/Under 
Weight 

Bonds 1. Money Market 0% 0% 0% 

 2. Bonds and Equivalent 36.4 20% 16.4% 

     

Balanced 3. Various Types 25.3% 15% 10.3% 

     

Equity / Stocks 4. Low Risk / Domestic & Equivalent  13.9% 25% -11.1% 

 5. Higher Risk / Foreign 24.4% 40% -15.6% 

 6. Highest Risk 0% 0% 0% 

 

Your Preparedness Level for Moving Forward 
Your ability to move money easily and without having to incur losses, is generally the ‘overweight’ level 
in the above table. For example, if you have a KYC Target of 20% Bonds, and your current level is 35%, 
you have an extra 15% margin of safety there, which can be moved without cost, largely without tax 
consequences, and quite quickly to take advantage of a market low point.  
 
Your specific Preparedness Level is estimated at ___26_%__ of your portfolio. We say ‘estimated’ 
because you may choose to use more or less than that amount, and the decision is up to you and your 
advisor at the time when the move may be appropriate.  

 

A Quick Note on Something New 
We’ve identified a new opportunity in the SRI (Socially Responsible Investing) sector. It’s been out-
performing its relevant index and its peer group since last fall, and may be worth adding to our positions 
on the equity side when an appropriate opportunity presents itself. More on this when we see a door 
opening.  


