
In our Quarterly Letter at the end 
of 2001, we said: 
 
"It is difficult to imagine manag-
ing assets in an environment 
more difficult than the one we 
encountered in 2001." 
 
2002 was worse! 
 
The market recovery during the 
Fall was not sufficient to place 
the year in positive territory: the 
Canadian and American stock 
exchanges declining by 14.0% 
and 23.3% respectively during 
the year. In fact, the Canadian 
stock market is currently at the 
same level as in July 1997. 
 
It was necessary for us to demon-
strate a great deal of discipline to 
follow the recipe that has made 
our success for the past 12 years 

and not to chase all the superfi-
cially attractive financial red 
herrings (gold, income trusts, 
etc.). 
 
In the past 12 years, 2002 is the 
first where our typical client has 
experienced an actual decline in 
his/her capital, in this case  ap-
proximately 10%. We had man-
aged to avoid this in 2000 and 
2001 but the cumulative correc-
tion of 41% and 42% in the Ca-
nadian and American stock ex-
changes since the spring of 2000 
has brought our resistance to an 
end. Nevertheless, this perform-
ance was relatively good; for the 
5th consecutive year, our typical 
client has obtained a first quartile 
performance in 2002. 
 
The stock market recovery during 
the last quarter, encouraged by 

signs that the worst is behind 
us from an economic point of 
view, leaves us moderately 
optimistic for 2003. 
 
Our entire team wishes you 
and your family a good year in 
2003. Thank you for  your 
confidence. 
 
 
 

The Quarter in Summary... 

The Quarterly Letter 

Selected Statistics 

T H E  D A L P É - M I L E T T E  G R O U P ,  I N V E S T M E N T  A D V I S O R S   
W I T H  N A T I O N A L  B A N K  F I N A N C I A L  

The Bond Market 2 

The Currency Market 2 

Canadian Stocks   3 

US Stocks 4 

International Stock  
Exchanges 

4 

Review of Portfolio  
Activities 
  

5 

Current Portfolio  
Structure 

5 

Our Quarterly Letter 
Celebrates its 10th Year  

6 

Feature Article:  
Year 2002 in Review 

7 

Basic Information 11 

Contents: 

4th Quarter 2002 

Month  Canada 
Short- 
Term  

Canada 
Mid- 
Term  

Canada 
Long-
Term  

 CAN 
TSX/
SPX 

USA 
DJII 

Intern. 
EAFE 

 $USA EURO YEN 

Dec. 
2001 

1.92 4.63 5.36  7688 100021 1155  0.6275 0.7051 82.60 

Sept. 
2002 

2.76 4.15 4.91  6180 7592 897  0.6298 0.6377 76.68 

Oct. 
2002 

2.74 4.36 5.17  6249 8397 945  0.6413 0.6475 78.61 

Nov. 
2002 

2.72 4.35 5.14  6570 8896 986  0.6386 0.6418 78.29 

Dec. 
2002 

2.66 3.96 4.79  6615 8342 953  0.6351 0.6051 75.48 

                     Interest Rates              Stock Exchanges                             Currencies 

L e  g r o u p e  D a l p é - M i l e t t e  

Since 1992 



The Canadian dollar reached its 
highest level in five months last 
December 17,  buoyed up by the 
increase in the price of gold and 
by rising tensions in Iraq, which 
shook the all powerful green-
back. The loonie ends at 64.57 
US. According to foreign ex-
change dealers, the dollar broke 
through a significant technical 
threshold, a level that it has not 
attained since mid-June.   The 
Canadian dollar has been catch-
ing up considering that the 
American dollar has weakened 
recently with respect to major 
currencies, of which the yen and 
the euro, and even with respect 
to the Australian dollar, which 
has risen by 11.2% since the 
beginning of  2002.   

In summary, various factors re-
main to stimulate further the re-
surgence of the Canadian dollar 
in the not too distant future. The 
price of raw materials should 
continue to increase and the inter-
est rate gap with the United 
States should hold steady. In this 
context, the loonie could gain 
some ground. 
 
 
 

2002 has been one of the worst 
years for stock exchanges in a 
long time. Nevertheless, one 
class of assets has outmanoeu-
vred financial analysts since the 
beginning of the year, that of 
bonds. Contrary to the stock 
markets, the bond markets have 
posted commendable returns. 

To a large extent, bonds have 
taken great advantage of events 
that have overwhelmed stock 
exchanges in 2002: the worsen-
ing of the collapse in the stock 
market, the increased fear of a 
relapse into recession, the spec-
tre of war between the United 
States and Iraq. The last wave 
of bad economic news in the 
United States has pushed  the 
Federal Reserve (Fed) to ad-

minister strong medicine to its 
patient by lowering its leading 
rate by 50 basis points on No-
vember 6. The Fed’s leading 
rate, the target for overnight 
interest rates (Fed Funds), is 
now at 1.25%, the lowest level 
since July 1961. It was the first 
time that the American central 
bank lowered its base rate since 
December 2001, when it had 
reduced it 11 times. Contrary to 
its southern neighbour, the 
Bank of Canada raised its lead-
ing interest rate three time since 
the beginning of the year to 
prevent any overheating of the 
economy, which has experi-
enced a faster growth than 
other industrial nations. 
 

The circumstances were almost 
perfect for bonds. However the 
wind shifted in October and the 
triumphant return of stocks was 
accompanied with a massive 
liquidation of bonds. As meas-
ured by the Scotia McLeod 
Universe (SMU) index on De-
cember 31, the Canadian bond 
market has posted a return of 
8.7% since the beginning of 
2002 and of 2.3% for the last 
quarter.  A good portion of the 
bond yield was recorded in 
August. As of July 31, the 
SMU index (long-term) showed 
a return of 3.55% and one 
month later it was 6.7%. The 
year was even more lucrative 
for American bonds; for the 
same period, the JP Morgan 
index posted a return of 12.2% 

Many deciding factors for the 
Canadian dollar have emerged 
in the past few months. The 
gradual recovery of raw material 
prices favoured our currency. 
Furthermore, Canada’s good 
performance when compared to 
that of other G7 countries neces-
sitated three interest rate in-
creases from the Bank of Can-
ada in the first six months of the 
year. These increases have wid-
ened the interest rate gap with 
the United States, also favouring 
the Canadian dollar. 
 
Developments within the stock 
markets, consumer confidence 
and economic indicators have 
equally been profitable for the 
loonie. 

The Currency Market 

The Bond Market 
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T h e  b o n d  m a r k e t  
outmanoeuvred analysts in 
2002. 



After two quarters of signifi-
cant declines, –9% and –14%, 
the last quarter of 2002 ends on 
an encouraging note for the 
S&P/TSX with a gain of 7.0%.  
The mines and metals, the pa-
per and forest products and the 
financial services sectors end 
the quarter with enviable re-
turns of 19.3%, 10.1% and 
11.1%. The industrial products 
sector ends 2002 with a signifi-
cant increase of 15.6%.  Con-
glomerates and real estate end 
with a decline of 3.4% and 
6.7% respectively. 
 
With a negative return of close 
to –13.9% in 2001, the S&P/
TSX ends 2002 with a decrease 
of 14.0%. Following a positive 
return in the first quarter sus-
tained by encouraging eco-
nomic prospects, financial 
scandals weighed heavily on 
the market and investor confi-
dence. The possibility of a war 
in Iraq and the downward ad-
justments in profits have also 
given the market a rough ride 

this summer and early in the 
fall. 
 
The year was particularly diffi-
cult for the industrial products, 
the communication and the 
consumer products sectors with 
setbacks of 50.8%, 28.1% and 
28.2%.  On the other hand, the 
great winners are gold and sil-
ver as well as oil and gas with 
respective returns of 12.7% and 
26.2%. Without the good per-
formance of the resource sec-
tor,  the S&P/TSX would have 
fallen by approximately 20% in 
2002, closer to the American 
stock market. 
 
In retrospect, contrary to the 
United States and despite  
world uncertainties, the Cana-
dian economy has improved 
surprisingly well in 2002. Even 
if the rate of growth in the 
economy has plummeted in the 
second portion of 2002, the 
foundation for a recovery is 
more solid in this country: 
strong job creation, high level 
of confidence, real estate boom, 

status as a net energy exporter 
and a weak currency serving to 
invigorate exports. Thanks to 
its industrial structure, Canada 
was less exposed to the burst-
ing of the technology bubble. 
 
However, according to many 
sources including the OECD, 
the weakness in the United 
States as well as geopolitical 
worries suggest the possibility 
of a short-term slowdown with 
limited consequences, taking 
into consideration the good 
performances posted these last 
few months and the excellent 
fundamentals in the country. 
 
Improvements in corporate 
profits and the strength of the 
Canadian economy should be 
reflected in stock prices in 
2003. 

Canadian Stocks 
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The Canadian economy 
impresses. However, the 
S&P/TSX suffered a decline 
of 14.0% in 2002.  
 

Copy of our Info Sabius of January 6 2003: 
 
 

Le Groupe Dalpé-Milette est en deuil 
 
Nous aurions voulu que notre 1er Info Sabius de l’année 2003 soit plus joyeux, mais le sort en a 
voulu autrement. 
 
Notre co-équipière Sylvie Aubertin est décédée hier des suites d’un long et courageux combat 
contre le cancer. 
 
Nous n’avons pas de détails additionnels pour l’instant. 
 
Sylvie a fait preuve d’une ténacité et d’un optimisme exemplaire tout au long de cette épreuve. 
Elle nous a tous inspiré et sa présence nous manquera énormément. 
 
Toutes nos sympathies vont à la famille et aux proches. 
 
6 janvier 2003 



sents over 30% of the production 
in the twelve member state. The 
rigidity of the labour market and 
structural problems lead to a 
higher unemployment rate. Italy, 
the United Kingdom, France as 
well as Germany end the year 
down 23.8%, 24.5%, 33.7% and 
43.9%  respectively. 
 
Considering the slowdown, 
which was even more pro-
nounced during the autumn,  and 
the collapsing climate of confi-
dence overall in the Euro zone, 
the European Central Bank 
(BCE) had no other choice but to 
imitate the American Federal 
Reserve and to lower its leading 
rates by 50 basis points last De-
cember 5th. Since October 9th, 
the German stock exchange 
gained 11.4% and in France the 
index improved by  15.4%. 

In Asia, the stock exchanges took 
more time to recover. The Nikkei 
225 hit bottom in November rather 
that in October. Still afflicted by 
the pain of deflation, the Japanese 
stock exchange ends the year with 
a decline of 18.6%. In an effort to 
boost the economy, the Japanese 
government has implemented an 
additional expansionary budget, but 
this new boost only serves to fur-
ther weigh down the already heav-
ily indebted government machine 
and seems once more to be “too 
little, too late”. 
 
The Southeast Asian economy 
shows vigour with a strong domes-
tic demand. The Hong Kong Hang 
Seng index posts a negative return 
of 18.2% for the year. 

From the beginning of the year to 
mid-October, the S&P 500 index 
has plummeted approximately 
30% in the wake of the longest 
bear market since the Second 
World War. In September, the 
consumer confidence index suf-
fered a significant setback falling 
from 93 to 79, the weakest index 
in the last 9 years. 
 
Numerous financial scandals 
revealed over the months kept 
investors in a state of uncertainty. 
The deterioration of the conflict 
in the Near East also shook the 
market in 2002. From October 
9th, the day when the stock ex-
changes hit bottom, the  S&P 500 
gained  13.4% of its value.  
 

The Dow Jones ends the quarter 
with an increase of  9.9%, despite 
the worst month of December 
since 1931.  As for Nasdaq and 
the S&P 500, they end with posi-
tive returns of  13.9% and 7.9% 
this quarter. Investor attitude in 
general is impregnated with opti-
mism. However, uncertainties 
persist and markets are not 
shielded from fluctuations. Aside 
from the rebound in the last quar-
ter, the Dow Jones, the S&P 500 
and Nasdaq end the year with 
declines of  16.8%,  23.4% and  
31.5%. 
 
The recovery in the markets be-
gan with growing anticipation 
that the American Federal Re-
serve was going to lower its lead-
ing interest rates again. The latter 

answered market expectations last 
November 6, by reducing its rates by 
50 basis points. The increasing spec-
tre of war in Iraq has pushed the 
market down at the end of the quar-
ter.  
 
In spite of the turbulence that af-
fected the stock market in 2002, the 
American economy progressed 
slowly thanks essentially  to produc-
tivity gains and cost controls. The 
Federal Reserve has made every 
effort to boost growth with its ac-
commodating policy all year round. 
Nevertheless, the American econ-
omy remains fragile; a modest in-
crease is expected as long as current 
uncertainties are not resolved. 

 

Although we have noticed a 
comeback in world stock market 
returns this last quarter (Germany 
+4.5%, France +10.3%, Italy 
+8.2%, the United Kingdom 
+5.9%, Hong-Kong +2.7% and 
Australia +1.6%), stock ex-
changes end 2002 with a setback 
overall. The global economy is 
suffering from a lack of fuel that 
was supposed to be supplied by a 
more convincing resumption of 
the American economy.   
 
In the Euro zone, domestic de-
mand is anaemic with a growth in 
economic activity that has re-
mained weak all year long. The 
appreciation of the euro and the 
darkening prospects elsewhere in 
the world have slowed down 
exports. The weakness of the 
German economy cannot be ig-
nored considering that it repre-

International Stock Exchanges 

US Stocks 
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An economy without 
conviction, corporate 
frauds, and geopolitical 
pressure have given 
American stock markets a 
rough ride in 2002.  

Recovery of the global 
economy remains fragile 
and uneven.  



We have been rather active at 
the end of 2002. Similarly to 
2001, we proceeded as of mid-
November to crystallize capital 
losses within taxable accounts; 
2001 being the last year to 
claim tax losses back to years 
where capital gains were taxed 
at 75 %. 
 
The counterpart to these opera-
tions is that almost all of the 
securities that we currently 
have in taxable portfolios have 
a profit and future dispositions 
will probably generate taxable 
earnings. 
 
To increase the leverage of the 

equity portion of our portfolios 
in anticipation of a return to 
economic growth in 2003, we 
have purchased CN and Alcan 
shares, two very well managed 
companies but, in particular, 
two companies whose results 
are susceptible to improve sig-
nificantly with a higher per-
forming economy. To finance 
these purchases, we disposed of 
our participation in Van Houtte 
(a disappointment) and reduced 
our participation in Alimenta-
tion Couche-Tard whose shares 
were trading at a price/earnings 
multiple a little too high in our 
opinion to justify its weight 
within our portfolios. Neverthe-

less, Couche-Tard remains one 
of our favourites. 
 

With the arrival of Paul Tellier 
(ex-president of CN) as the 
head of Bombardier, our confi-
dence in the latter has been 
increased, inciting us to buy 
back a portion of  the shares 
sold  in the 3rd quarter of 2002. 
It is clear that many challenges 
still remain but the capacity of 
the company to meet them now 
seems to have improved. 

Review of Portfolio Activities 
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In addition to a year-end 
fiscal clean up, we have 
added CN and Alcan to our 
portfolios. 

Current Portfolio Structure 

The current structure of our 
portfolios reflects our opinion 
to the effect that the economy 
will gradually improve in 2003 
and that shocks of the  
" t e r r o r i s t- Iraq -scandals -
accounting " type will ease. 
 
On the other hand, considering 
the continuing high-level of 
uncertainty, we remain as cau-
tious as we have been in the 
past 24 months. This translates 
into a neutral asset allocation 
with neither a significant over-
weight or underweight equity 
position in our security portfo-
lios. 

activity of these investments in 
the taxable accounts should not 
be viewed as a change of 
course in this respect but rather 
as a fiscal clean up. 
 
As always, it will be a chal-
lenge to reconcile our short -
term but also long-term per-
formance goals, especially 
since the tax ‘holiday’ experi-
enced by the equity portion of 
our portfolios for the last two 
years has more than likely 
come to an end. 

But also, we shall continue to 
keep a significant weighting in 
"defensive" securities like Jean 
Coutu, Alimentation Couche-
Tard or bank stocks, even 
though these might not show 
the same rebound as other 
more cyclical sectors, such as 
our recently bought CN or 
Alcan shares,  or our 
"remaining" positions in the 
Telecommunications sector. 
 
We shall continue to favour a 
healthy international diversifi-
cation, even though this has   
worked against us in the last 
two years. The year-end selling 

We are trying to reconcile 

capital protection with the 

probable return of 

economic growth in 2003.  
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This Quarterly Letter is the 40th issue. Completely written and designed by our team, it is one 
of our regular means of communications with our clients. 
 
For the past ten years, the letter has improved in content as well as in format thanks to techno-
logical progress in editing and printing. 
 
Our letter takes shape around the third week of the last month of the quarter. It is then trans-
lated into English. In the hours following the end of the quarter, the last statistics are input 
and the letter is sent to the printer which delivers the approximately 1,500 copies 3 or 4 days 
later. 

Our Quarterly Letter Celebrates its 10th Year! 

Q1-1996:  
First Letter designed with Microsoft -

Publisher 

Q3-1998:  
First colour printing of the Letter  

(in-house)  

Q1-2001:  
First externally bound and printed  

Letter 

Q1-1993:  
First typed Quarterly Letter  

Q4-1992:  
A new service is announced :  

The Quarterly Letter 

Premier trimestre 1996  

 
          e premier trimestre de 1996 a débuté en force en janvier permettant 
une              performance supérieure des portefeuilles. Par contre , la 
hausse impor -      tante des taux d’intérêt en février et en mars a ralenti la 

progre ssion des portefeuilles obligataires et dans une moindre mesure celle des ac-

REVUE DES MARCHÉS FINANCIERS 

La Lettre trimestrielle 
est préparée par 
l’équipe Brault-
Senécal-Dalpé et 
offerte à tous leurs 
clients.  
 
Elle y résume 
l’évolution des 
marchés financiers 
ainsi que leurs 
activités de gestion de 
portefeuille au cours 
du trimestre.  

 Contenu  
 

Revue des marchés 
financiers: 
 
Contexte général 
Marchés obligataires  
Marchés des devises 
Marchés boursiers 
Marchés    
internationaux  
 
Revue des décisions 
de portefeuille  

            Le tableau qui suit présente certaines données relatives aux marchés au cours 
du dernier trimestre: 

  Can-
ada 

TSE 
300 

 
U S A 
DJII 

   
Court  
terme 

(1 mois) 

 
Moyen 
terme 
(5 ans) 

 
Long 
terme 

(10 ans)  

  
CAN/ 
U S A 

 
CAN/ 
DM  

 
CAN/ 
YEN  

     (%)       

Décembre 
‘95 4714 5117   5,47 6,55  7,07  0,7328 1,0489 75,70 

 

           

Janvier 
‘96  

4968 5395   5,08 6,28  7,06  0,7279 1,0840 77,92 

Février 
‘96  

4934 5486   5,06 6,79  7,59  0,7288 1,0722 76,67 

Mars 
‘96  

4971 5587   4,91 7,12  7,62  0,7336 1,0827 78,43 

 
                              Revue des principaux marchés financiers  
                      pour les trois mois terminés le 31 mars 1996 

 
                   Marchés boursiers                Marchés obligataires                           Marchés des devises 
                       (indices)                                (taux d’intérêt)                                       (taux de change)  

Lors de notre dernière Lettre 
trimestrielle, nous disions « il 
est fort probable que cette plus -
value ne se répétera pas d’ici 
décembre », en parlant du re n-
dement du premier semestre de 
1998. Comme nous le pré -
voyions depuis plusieurs tr i-
mes tres déjà, les portefeuilles 
ont été éprouvés au cours de 
l’été. En fait, les marchés ont 
connu au cours de l’été une des 
pires corrections jamais réali-
sées. 

Quelques indicateurs. Le dollar 
canadien a passé une bonne 
partie du trimestre dans un ter-
r itoire non- exploré, établissant 
en baisse records sur records 

face au dollar américain. Il 
avait débuté le trimestre à 
0,6813$ US et est descendu à 
son plus bas à 0,6309$ US, une 
chute de 7,4%.  

Les taux d’intérêt ont monté 
significativement en août en 
réaction à la faiblesse du dollar 
canadien. Le retour « en force » 
du dollar canadien en septem-
bre a en partie corrigé ce ph é -
nomène. 

Quant à eux, les marchés bour-
siers ont perdu  substantielle -
ment de terrain partout au 
monde durant le trimestre, sur -
tout en août. La bourse can a -
dienne est présentement au 

même niveau qu’à l’automne 
1996 et en baisse de 27% de -
puis avril. 

Somme toute, un bien mauvais 
trimestre. 

 

 

En résumé au cours du dernier trimestre...  

La lettre trimestrielle 

Quelques statistiques 

L E  G R O U P E  D A L P É - M I L E T T E ,  C O N S E I L L E R S  E N  P L A C E M E N T  
A U P R È S  D E  L É V E S Q U E  B E A U B I E N  G E O F F R I O N  I N C .  

Le marché obligataire 2 

Le marché des changes 2 

Bourse canadienne 3 

Bourse américaine 4 

Bourses internationales 4 

Revue des activités de 
gestion de portefeuille 

5 

Rubrique spéciale 10 

Informations de base 11 
 

Contenu:  

3e trimestre 1998 

Mois  Canada  
Court 

Canada 
Moyen 

Canada 
Long 

 CAN 
TSE300 

USA 
DJII 

Intern.  
EAFE 

 $USA DM YEN  

Juin 
‘98 

4,60  5,30 5,34   7367 9049 1368  0,6813 1,2317  94,60 

Juill. 
‘98 

4,70  5,41 5,46  6931 8883 1380  0,6608 1,1745  95,59 

Août 
‘98 

5,04  5,51 5,49  5530 7539 1207  0,6483 1,1344  89,34 

Sept. 
‘98 

4,77  4,79 4,95  5614 7843 1168  0,6527 1,0886  89,09 

                    Taux d’intérêt                                 Bourses                                      Devises 

L e  g r o u p e  D a l p é -M i l e t t e  

« Faut être fait fort »!  

Après des bons mois en déce m-
bre et janvier derniers, les mois 
de février et mars ont fait mal. 
L’annonce incessante de révi-
sions à la baisse de la crois-
sance économique et des béné-
fices des sociétés, accompagnée 
d’une perception que la Fed 
américaine ne baisse pas les 
taux d’intérêt assez rapidement 
(un faux débat à notre avis), a 
pesé lourd sur l’enthousiasme 
des investisseurs.  

Malgré des rendements de por-
tefeuille négatifs après un tri-
mestre, nous sommes fier d’a-
voir réussi à préserver à peu 

près le capital de nos clients 
depuis le début 2000, malgré 
des taux d’intérêt à 5% et des 
marchés boursiers en baisse de 
plus de 20% au Canada et de 16 
à 60% dépendant des indices 
choisis aux États -Unis. Peu de 
gestionnaires ont réussi cet 
« exploit ». 

Alors que les marchés étaient 
en pleine effervescence à pa -
reille date l’an passé, nous 
avions commencé quelques 
mois avant à adopter des pos i-
tions de prudence qu’ont décrié 
certains. Les mois et trimestres 
qui ont suivi nous ont donné 
raison.  

Notre message est encore à 
contre -courant. Nous croyons 
que le niveau des marchés 
actuellement va permettre 
des performances fort inté -
re ssantes dans la prochaine 
année et qu’il serait peu avisé 
d’adopter une attitude de ges -
tion de catastrophe. 

En résumé au cours du dernier trimestre...  

La lettre trimestrielle 

Quelques statistiques 

L E  G R O U P E  D A L P É - M I L E T T E ,  C O N S E I L L E R S  E N  P L A C E M E N T  
A U P R È S  D E  F I N A N C I È R E B A N Q U E  N A T I O N A L E  

Le marché obligataire 2 

Le marché des changes 2 

Bourse canadienne 3 

Bourse américaine 4 

Bourses internationales 4 

Revue des activités de 
gestion de portefeuille 

5 

Planification financière 
et successorale 

7 

Informations de base 8 
 

Contenu:  

1er  trimestre 2001 

Mois Canada 
Court 
terme 

Canada 
Moyen 
terme 

Canada  
Long 
terme  

 CAN 
TSE300 

USA 
DJII 

Intern. 
EAFE 

 $USA EURO YEN  

Déc. 
2000 

5,49 5,32 5,39   8934 10787 1492  0,6669 0,7077 76,29 

Janv. 
2001 

5,16 5,21 5,45   9332 10887 1491  0,6675 0,7124 77,76 

Fév. 
2001 

4,88 5,09 5,34   8079 10495 1378  0,6506 0,7045 76,32 

Mars  
2001 

4,62 5,15 5,42   7608 9879 1270  0,6345 0,7243 80,13 

                    Taux d’intérêt                                 Bourses                                      Devises 

Publiée depuis 1992 

Nouveau  
format 



Compared with the perform-
ance of the best managers in the 
country, the portfolios entrusted 
to our management will have 
enjoyed a competitive year in 
2002. We will recall that in 
2000 and 2001, our typical 
client had obtained a high re-
turn compared to the one real-
ised by the first quartile of bal-
anced portfolio managers. No 
portion of our portfolios has 
performed exceptionally well in 
2002, but each one has deliv-
ered an acceptable return, al-
lowing a competitive global 
result.  Remember, the primary 
investment objectives of our 
typical customer are the safety 
and long-term growth of his/her 
capital. 
 
Do not hesitate to communicate 
with us to obtain a return on 
investment analysis for your 
portfolio in 2002. 
 

Our typical client realized a 

return of –9.7% in 2002, as 
illustrated in the following ta-
ble. This performance was 
achieved with a portfolio struc-
ture composed on the average 
of 42% in fixed income securi-
ties and 58% in equity. The 
fixed income securities portion 
posted a return of 5.5% while 
the equity securities portion 
decreased by 20.7%.  
 
An analysis of the performance 
of our typical client shows the 
following: 
 

(i) our typical client holds a 
balanced and rather conserva-
tive portfolio. This explains the 
50% or so in fixed income se-
curities held by this client. The 
Canadian bond market per-
formed relatively well in 2002 
explaining the return of 5.5% 
on this portion of the portfolio, 
which also includes very short-
term investments (the longer 

term ones yielded almost 8%). 
For the last three years, the 
bond market has offered most 
of the return on balanced port-
folios. Indeed, bond managers 
have performed much better 
than their equity colleagues. 
The economic slowdown and, 
consequently the lower interest 
rates which have resulted, fa-
voured bonds. Again this year, 
the virtues of balanced and 
diversified portfolios have 
shown their true colour. 

However, the fact that we have 
slightly increased the weight in 
securities within the portfolios 
a little too hastily, from our 
target of 50% to an average of 
around 58%, has had a negative 
impact in 2002, costing us 
about 1% over the year; 
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As in 2000 and 2001, the 

bond portion has offered 

most of the return on 

balanced portfolios this 

year. 

Performance analysis of our  
typical client in 2002 

Portfolio Structure Average weight 
in 2002 

Return by asset 
class 

Weighted return 

Fixed income securities    

1. Canada 42%  5.5%  2.3%  

2. Foreign currency 0%  N/A 0.0%  

 42%  2.3% 

Equity securities    

3. Canada 42%  -19.8%  -8.3%  

4. USA  9%  -24.5%  -2.2%  

5. International 7%  -21.3%  -1.5%  

 58%  -12.0% 

   -9.7% 



(ii) besides the important deci-
sion of the fixed income / equity 
securities weighting, the choice 
of asset allocation between coun-
tries or groups of countries 
within the equity block often has 
a very significant impact on the 
performance in any one year. 
Although some correlation exists 
between the medium or long-
term behaviour of the major 
world stock exchanges, signifi-
cant variations can occur over 
brief periods. This was the case 
in 2000 but not in 2001 nor in 
2002. Indeed, the performance of 
all world stock exchanges has 
been relatively similar in 2002, as 
indicated by the following data: 

 

Canada (TSX/SPX):      -14% 
 
USA (S&P 500):         -23% 
 
International (EAFE):   -18% 
 
 
The decision in 2002 to favour 
Canada (which represented 
about 72% of our equity hold-
ing) does not explain by itself 
our relatively good perform-
ance in 2002, contrary to 2000 
when Canada posted the best 
stock market performance in 
the world with a return of 7%;  

(iii) the performance of the 
equity block, at –20.7%, pro-
vided a 2nd quartile ranking. 
The first quartile of equity 
managers posted a performance 
of  –16%E in 2002 (median of  
-21%E). The choice of index 
vehicles for the major part of 
the international portion 
(especially for the USA and for 
Europe) allowed us to post a 

return equal to the index (by 
default), which again this year, 
most managers did not achieve;  

(iv) the performance of our 
common stocks in 2002 has not 
been as spectacular as in 2001, 
where we had posted a favour-
able  variance of 14% versus 
the Canadian stock exchange 
index. Our Canadian equities 
posted –19.8% in 2002, versus 
–14.0% for the TSX/SPX, our 
comparative basis.  

Without the dramatic perform-
ance of the gold sector and 
securities linked to the price of 
oil, which is benefiting from 
geopolitical worries in the Mid-
dle-East, the Canadian stock 
exchange would have per-
formed a lot worse at –22% and 
would have behaved like the 
American stock exchange and 
others. 

Our caution in 2002 (and we 
will probably do the same in 
2003) in keeping more defen-
sive securities, with their more 
predictable performances, pe-
nalized us in 2002 (versus the 
Canadian stock exchange, 
which is heavily overweight in 
natural resources) but should 
prove profitable in the next 12 
to 24 months. 

The financial sector securities 
(our three banks and our Power 
Corp shares) represent about 
30% of our Canadian securities; 
we are very comfortable with 
these investments which, in our 
opinion, offer an excellent risk/
return profile for the next few 
years.  

The stock prices of our favour-

ites in 2001, Alimentation 
Couche-Tard, Jean Coutu and 
Saputo have slowed down in 
2002, which is normal. They 
remain excellent corporations 
that will continue to deliver 
growth at a reasonable risk for 
many years to come. 

 

We are pleased with our new 
acquisitions (CN and Alcan 
among others), which will add 
leverage to our portfolios for 
the eventual economic recov-
ery. In 2002, half of our Cana-
dian stocks (held in our portfo-
lio at the end of 2001 or bought 
in 2002) have posted a positive 
performance. 

 

All in all, it would have been 
difficult to do significantly 
better in 2002 without  shaking 
up the principles that have dic-
tated our decisions for the past 
13 years. Our challenge, in 
exceptional years (good and 
bad) is to maintain a steady 
course, to justly reconcile the 
short and long-term, and to 
differentiate between  funda-
mentals and fads, the latter 
always being short -lived and 
eventually dangerous.  

 

The year 2002 reminds us that 
to obtain a superior return in 
the long-term, we sometimes 
have to live through difficult 
periods, which are inevitably 
part of reality. 
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It would have been difficult 

to do significantly better in 

2002 without  shaking up 

the principles that have 

always dictated our 

decision process. 



We have been calculating the 
typical return (return of our 
typical client) since 1990. 
These results are presented 
below and are compared with 
those obtained by the best bal-
anced portfolio managers in 
Canada for each of the past 
thirteen years.  
 

The typical portfolio entrusted 
to our management progressed 
at a compound annual rate of 
8.9% in the past thirteen years. 
This return is calculated net of 
any expenses and commis-
sions. An amount of $100,000 
invested at the beginning of 
1990 is worth $303, 000 today. 
 
Under the ‘Balanced Portfolios 
Return – 1st Quartile / Median’ 
heading, we indicate the yearly 
performance since 1990 of the 

first quartile (the best 25%) and 
of the median (best 50%) for the 
best balanced portfolio manag-
ers. The managers are usually 
different from one year to an-
other, but the figures represent 
only the best for each year. For 
example, the return of the best 
25% of balanced portfolio man-
agers in 2001 was –2.6% 
(median: -5.4%) while it had 
been 4.3% (median: 0.9%) in 
2000. 
 
During the last five years, our 
performance attained the first 
quartile five times, an excep-
tionnal result. 61% of balanced 
portfolio managers achieved this 
only once or not at all in the last 
five years.  
 
These results  prove the diffi-
culty in attaining a consistently 
good performance in the envi-
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For a fifth consecutive year, 

our typical client has 

obtained a first quartile 

performance in 2002. 

13 years of performance: absolute and relative review 

ronment of the last  years. 

 During the last thirteen years, 
our performance attained the 
first quartile 9 times (7 times 
in 10 years) and the second 
quartile twice. By comparison, 
only 6% of all balanced port-
folio managers in Canada 
reached the first quartile half 
the time in the last ten years. 
Furthermore, 53% of all man-
agers have obtained the first 
quartile two years or less dur-
ing the last ten years. 

Annual 
return  

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 
 

2000 2001 2002 

Balanced 
portfo-
lios 

             

1st 
quartile 

1.5%  17.6%  7.5%  25.4%  -1.3%  17.0%  19.2%  14.1%  6.3%  12.9%  4.3%  -2.6%  -9.9%
E 

Median -0.7%  15.6%  5.8%  19.9%  -2.8%  14.9%  16.9%  11.3%  4.0%  8.1%  0.9%  -5.4%  -13.5%
E 

Our 
typical 
client 

6.0%  24.0%  6.0%  16.0%  0.0%  15.0%  23.0%  7.0%  12.0%  14.6%  5.7%  1.0%  -9.7%  

Rank 1st 
quar-

tile 

1st 
quar-

tile 

Me-
dian 

 1st 
quar-

tile 

Me-
dian 

1st 
quar-

tile 

 1st 
quar-

tile 

1st 
quar-

tile 

1st 
quar-

tile 

1st 
quar-

tile 

1st 
quar-

tile 



An investor who would have had the 
insight to choose, in each of the past 
twelve years, the best 25% of man-
agers for the upcoming year (an 
almost impossible task) would have 
obtained a compound annual return 
of 8.2% (median: 5.3%). During this 
same period, our typical client 
achieved a compound annual return 
of 8.9%.  
 
The table below shows these results 
for 13, 7, 5, 2 and 1 year periods 
ending December 31, 2002. 
 
In short, our typical client achieved a 
competitive performance with a 
generally less risky or volatile port-
folio (as indicated by its behaviour 
from 2000 to 2002). We believe that 
this has been made possible thanks 
to the dynamism of our management 
and to the selection of Canadian 
stocks that generally outperform the 
overall market.  

For the past nine years for which 
we have been calculating these 
statistics, our Canadian stocks 
have yielded a compound annual 
return of 9.7% versus 4.8% for 
the TSX/SPX, or double; this 
result places us among the best 
10% of Canadian stock manag-
ers. 

Our statistics over five years 
are eloquent. This period in-
cludes the rise to paradise of 
1999-2000 but also the fall 
from grace of 2001 and 2002. 
Our typical client has doubled 
the annual return of the cham-
pion managers (1st quartile) of 
each individual year. Since the 
best of 1999 and 2000 were 
quite different from those of 
2001 and 2002, this was not an 
easy feat. 
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Compound Annual Return 

 1990-2002 
13 years  

1996-2002 
7 years  

1998-2002 
5 years  

2001-2002 
2 years  

2002 
1 year 

Balanced 
Portfolios: 
 

     

1st Quartile  8.2% 5.9% 1.9% -6.3% -9.9%E 

Median 5.3% 2.7% -1.5% -9.5% -13.5%E 
 

Our typical 
customer 

8.9% 7.2% 4.4% -4.5% -9.7% 

Rank 1st Quartile  1st Quartile  1st Quartile  1st Quartile  1st Quartile  

$100,000 invested in 

1990 by our typical client 

was worth $303,000 at 

the end of 2002 (i.e. 13 

years later), a net 

compound annual return 

of 8.9%. 

While markets were down 
approximately 45-50% in the 
last three years, our typical 
client suffered a much less 
drastic reduction of his capital, 
at roughly 3% total over the 
same period. 



1 Place Ville-Marie 
Suite 1630 
Montréal (Québec) 
H3B 2B6 

WE CAN BE REACHED BY 
E -MAIL  

Fax: 514-871-1059 

L e  g r o u p e  D a l p é - M i l e t t e  

T H E  D A L P É - M I L E T T E  G R O U P ,  I N V E S T M E N T  A D V I S O R S   
W I T H  N A T I O N A L  B A N K  F I N A N C I A L  

The Dalpé-Milette Group’s mission is to be 
the primary financial advisor for its cli-
ents. Within the framework of a courteous, 
attentive, professional and personalized 
service, the service offering is based on 
an experienced team, endowed with high 
caliber analytical skills as well as the 
necessary tools to provide its clients with 
exceptional financial services. A well-
balanced, dynamic and systematic ap-
proach in addition to competitive man-
agement fees exempt of any potential 
conflict of interest characterize its portfo-
lio management activities. 

For our clients who wish to obtain more information about financial markets as well as the views 
and thoughts which direct our portfolio management decisions, our Info Sabius meets these re-
quirements. It is sent on a daily basis either by fax or by e -mail to our clients who wish to be kept 
abreast of their portfolios and the many issues which affect them. Please do not hesitate to con-
tact us should you be interested in receiving it. 

Members of the Dalpé-Milette Group: 
 
Marc Dalpé  514-871-3495 mdalpe@sabius.com 
Jean-Marc Milette  514-871-3494 jmmilette@sabius.com 
 
Chantal Beaulieu  514-871-3450 cbeaulieu@sabius.com 
Anna Gastaldi  514-871-3489 agastaldi@sabius.com 
 
Véronique Levrey  514-871-3493 vlevrey@sabius.com 
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The particulars contained herein were obtained from sources which we believe reliable but are not guaranteed by us and may be incomplete. The opinions ex-
pressed are based upon our analysis and interpretation of these particulars and are not to be construed as a solicitation or offer to buy or sell the securities men-
tioned herein. The Firm may act as financial advisor, fiscal agent or underwriter for certain of the companies mentioned herein and may receive a remuneration 
for its services. The Firm and/or its officers, directors, representatives, associates, may have a position in the securities mentioned herein and may make purchases 
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