
Annus Horribilis! 

Statisticians are telling us that the 
stock market behaviour in the last 
few months of 2008 has a stan-
dard deviation of 4. In other 
words, we have to go back to the 
last ice age to experience such a 
violent and rapid slump in the 
markets! 

In 2008, the Morgan Stanley 
World Index was dragged down 
by 42%. The Canadian TSX was 
down 35%, the American S&P 
500 down 39%, the European 
EAFE down 45% and the Japa-
nese Nikkei down 42%. Not only 
was the drop in 2008 dramatic, it 
erased all gains posted over the 
last ten years almost everywhere 
in the world (Canada being a rare 
exception). 

In such a context, it has been 

obviously impossible to grow the 
portfolio of our typical client. 
The +2.0% showing of for the 
fixed income position, represent-
ing 49% of our typical client’s 
portfolio in 2008, was not suffi-
cient to counter the fall of 39.3% 
in the equity position. The portfo-
lio of our typical client has there-
fore retreated by 20.5% in 2008, 
its worst performance and only 
its second annual decline since 
1990.  

Our return has not allowed us to 
distinguish ourselves from other 
portfolio managers in 2008, the 
correction being so violent, rapid 
and indiscriminate. The impor-
tant drop in the value of the Ca-
nadian dollar has also made the 
comparison more difficult to 
support. However, our record 
over 2, 3, 5, 10 years or any other 
period remains excellent.  

We encourage you to read 
pages 6 to 10, where we re-
view our performance in 2008 
and over the last nineteen 
years.  
 
The Dalpé-Millette Group 
thanks you for your confidence 
and wishes you all the best in 
2009. 
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4th Quarter 2008 

Month Canada 
Short- 
Term 

Canada 
Mid- 
Term 

Canada 
Long-
Term 

 CAN 
TSX/
SPX 

USA 
DJII 

Intern. 
EAFE 

 USA$ EURO YEN 

Dec. 
2007 

3.82 3.87 3.99  13833 13265 2253  1.0190 0.6926 114.53 

Sept. 
2008 

1.89 3.16 3.76  11752 10850 1553  0.9636 0.6671 102.05 

Oct. 
2008 

1.85 2.81 3.76  9763 9325 1238  0.8276 0.6341 81.29 

Nov. 
2008 

1.67 2.44 3.33  9270 8829 1168  0.8073 0.6363 77.16 

Dec. 
2008 

0.83 1.69 2.68  8987 8777 1237  0.8183 0.5806 73.96 

                    Interest Rates              Stock Exchanges                      Currencies 
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the value of the Canadian dollar 
is still very dependant on the 
price of the raw materials that 
we export and its price is in step 
with their drop due to the global 
slowdown.  Furthermore, the US 
dollar, whatever our opinion 
about the state of the American 
economy, remains the refuge 
currency in case of a storm. The 
Canadian dollar is still perceived 
as a second-tier currency. In 
storms, such as this one, inves-
tors want funds that can easily be 
liquidated. The most liquid funds 
are found in the US market. 
Also, subsidiaries with assets 
denominated in Euros or other 
currencies are exchanging them 
for US dollars to bring as much 
money back home to the parent 
company. Furthermore, hedge 
funds are buying back US dollars 
to face their financial obligations 

in the United States. 
  
In December, the Canadian dol-
lar reacted strongly to the Fed-
eral Reserve announcement to 
bring its target rate between 0 
and 0.25%. Following the an-
nouncement, the loonie gained 
$0.0202 to close at 83.21 cents 
US. Even though higher interest 
rates tend to attract capital and 
raise the value of currencies, the 
US dollar seems to want to re-
main the refuge currency for 
quite some time.  
 
All in all, the Canadian dollar 
lost in 2008 20.1%, 35.4% 
and 16.2% against the US 
dollar, the Japanese yen and 
the Euro, respectively. 

Confronted with a world reces-
sion that we could no longer 
escape, the Bank of Canada de-
cided to cut its overnight rate by 
three-quarters of a point to 1.5 
per cent, its lowest level since 
1958. Over the year, the over-
night rate has been cut to date by 
300 basis points and by 150 basis 
points over the last three months. 
  
"The outlook for the world econ-
omy has deteriorated signifi-
cantly and the global recession 
will be broader and deeper than 
previously anticipated" said the 
communiqué. The Bank’s over-
night rate is now lower than the 
inflation rate for the first time 
since 2002. 
  
South of the border, the Fed low-
ered its federal funds rate to al-
most 0%, a rate never seen be-
fore. Noticing the dead-end to 
which the American economy is 
heading, despite everything that 
has been done until now, the 

American Federal Reserve has 
decided, during its last meeting in 
December, to lower its federal 
funds rate to its lowest level in 
history -  a range between 0 and 
0.25%  - with a reduction of three
-quarters of a point. The rate was 
at 1% before the cut, compared to 
4.25% a year ago. The Fed has 
now exhausted its options with 
respect to monetary policy. The 
Fed’s President indicated in the 
communiqué that this initiative 
would be coupled with strong 
intervention by the Central Bank 
in the financial markets. 
     
In times of crisis, investors look 
for a safe haven. In the current 
economic situation, investors 
have turned to the bond market, 
which has experienced an un-
precedented craze. For the first 
time on record, the American 
Treasury bill yield was in nega-
tive territory in December. In 
practical terms, a negative return 
indicates that bond investors buy 

securities at a price higher than 
the payment promised to them. 
This means that in a troubled 
environment, investors have fa-
voured the security offered by 
Treasury bills.  
  
In this context, the Scotia Capital 
Universe Index, which reflects 
the overall performance of the 
Canadian bond market, has 
posted a return of 6.4% over 
2008 and of 4.5% over the quar-
ter. The return has been more 
lucrative south of the border. 
Over the same period, the JP 
Morgan index has posted a return 
of 14.3% for the year and of 
9.1% over the quarter. 

The Canadian dollar lost 11.7 % 
against the greenback in Octo-
ber, a one month drop not seen 
since at least 1971, the year such 
data started to be compiled. The 
loonie dropped below $0.80 
cents US. The Canadian dollar, 
which was worth $1.09 US less 
than a year ago, was able to pur-
chase only $0.7970 US on Octo-
ber 23rd.  
  
The loonie experienced another 
extremely volatile month in No-
vember. This time, however, it 
depreciated by only 1.9% against 
the greenback, thanks to a recov-
ery at the end of the month. At 
the loonie’s lowest point, the US 
dollar hit $1.30 CAD twice in 
November. 
  
We can well claim that Canada 
has a service economy, however 
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While the Canadian economy has 

evolved as expected during the sum-

mer and the beginning of the autumn, 

it is now entering recession, influ-

enced by the weakness in global 

economic activity. Housing construc-

tion in Canada is weakening due to  

increasingly difficult credit condi-

tions and a deteriorating labour mar-

ket. Despite the fact that a third of its 

exports are sent to the United States, 

Quebec should avoid the worst be-

cause of significant government 

investments (infrastructure). The 

Canadian unemployment rate is cur-

rently at 6.3%  

  

Volatility remained present during 

the last quarter of the year partly due 

to hedge funds that had to liquidate 

their investments and also due to the 

selling of securities for the realization 

of capital losses. Unlike October and 

November where significant losses 

were recorded, December experi-

enced some stability, a situation 

slightly more reassuring for investors. 

The TSX ends the year down 35.0%

% following a decline in the last 

quarter of 23.5%. 

  

Let us now take a look at sub-sector 

returns in 2008.   

  

The Consumer staples sector ends the 

year at –7.9%. As there was no real 

estate bubble in Canada (according to 

an IMF study, Canada is the only 

country where house price increases 

are due to fundamentals), there 

should be no significant drop in 

prices. Some sectors or niches 

(luxury houses for example) could 

experience decreases of 5 to 10%. 

  

The Telecommunications sector ends 

the year at –27.4%. The cancellation 

of the $52 billion transaction by the 

Ontario Teachers’ Pension Plan for 

the purchase of BCE should signal 

the beginning of a legal fight for a 

$1.2 billion breakup fee. While 

awaiting the outcome, BCE is focus-

ing its attention on restoring the pay-

ment of a dividend to its shareholders 

on January 15. Something to soften 

the shock, following the termination 

of the purchase offer that would have 

brought $42.75 a share. 

  

The Industrial sector ends the year at 

–26.9%. Thirty-five air carriers have 

declared bankruptcy since the begin-

ning of the year and the share of 

Bombardier, an aircraft and train 

manufacturer, has lost half of its 

value when compared to last June. 

  

The Consumer discretionary sector 

ends the year at –37.5%. Ontario is 

the province most hit by the decline 

of activity in the United States. Its 

economy is at the mercy of the manu-

facturing industry, especially the 

automobile sector, which is undergo-

ing a major restructuring. The prov-

ince is more dependent on interna-

tional exports than Quebec and it has 

seen a decline in its production over 

the last quarter. 

  

The Materials sector is down 27.1%. 

In the last few months, the price for 

raw materials experienced its worse 

correction on record. Prices for most 

basic products have dropped over 

50 % against their highs. Faced with 

the decline in prices and the tighten-

ing of credit conditions, raw material 

producers have slowed their pace 

and have even postponed or can-

celled some big investment projects. 

There should be a rise in prices once 

the economic environment stops 

deteriorating.   

  

The Energy sector ends the year at –

36.3%. The price of a barrel of oil 

collapsed by over 50% in the last 

few months, in line with  a general 

trend for all basic products. The 

increase of the American dollar is 

partly responsible for this decline, 

but it is not the only explanation. 

The fluctuation in the demand for 

petrol must also be taken into con-

sideration; the liquidity crisis that at 

first affected the banking sector 

seems to have created a significant 

economic downturn, and this, on a 

global scale.  

  

The Financial sector ends the year at 

–39.0%. The financial position of 

major Canadian financial institutions 

is relatively sound. A recent study 

from the World Economic Forum 

ranks Canada first in the world for 

the strength of its banking system. 

The risk of default or bankruptcy is 

very slim in the country. 

  
The Technology sector is down 
54.3%. The Utility and Health sec-
tors end the year at –24.0% and –
34.4% respectively.  
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the billions of Euros to revitalize 
growth in the economy, which is 
on the verge of recession. The 
CAC-40 index retreated by 
20.2% for the quarter and 42.7% 
over the year. In Italy, the MIB-
30 index closes the quarter at       
-22.9% and the year at -48.4%. 
  
In the United Kingdom, the local 
market was down 9.6% over the 
last quarter and 31.3% in 2008. 
Consumer spending registered its 
greatest drop since 1995. Hous-
ing sales experienced their worst 
decline in 12 years. Noticing that 
the country was heading towards 
a prolonged recession, the Bank 
of England decided to lower its 
leading rate by 100 basis points 
to 2%. It is worth noting that this 
rate was at 5% as recently as 
October. 

 The trend is the same in Asia; 
the Hong Kong Hang Seng index 
ends the quarter down 20.1% and 
48.3% since the beginning of 
2008. The Tokyo Nikkei 225, for 
its part, retreated 21.3% and 
42.1% respectively. In Japan, the 
morale of major manufacturers 
recorded its greatest drop in 34 
years, bringing about a reduction 
in corporate spending and an 
increase in layoffs. In China, 
industrial production has in-
creased by its weakest rate in 
almost a decade due to a decline 
in exports (a first in 7 years) and 
the easing of inflation. The Chi-
nese government has conse-
quently announced a recovery 
plan to restore market confi-
dence. 

As the saying goes: years come 
and go, but no two are ever alike. 
All three leading US stock indi-
ces just ended the fourth quarter 
of 2008 in extremely negative 
territory. They close the quarter 
down 22.6% for the S&P 500, 
down 19.1% for the Dow Jones 
and down 24.6% for the Nasdaq. 
Unlike last year, none of these 
indices end the year on a positive 
note, on the contrary all are down 
by 38.5%, 33.9% and 40.5% 
respectively in 2008. The reces-
sion that had started in January 
2008 and is now official in Uncle 
Sam country explains the bad 
performance of the markets. 
  
2008 will be imprinted forever in 
our memories. So many emotions 
and more to come: the mortgage 
loan crisis, the real estate crisis, 
the volatility of oil prices, control 
of the level of inflation, to name 
but a few, are examples that 
could be summed up by a confi-
dence crisis in the financial sys-
tem. 
  
With this perspective in mind, 
several interventions from both 
the Federal Reserve and the 

American government have been 
required: the lowering of leading 
rates to levels unseen since the 
setting up of American monetary 
policy, the buyback of overdue 
loans causing the strongest reduc-
tion in mortgage rates in seven 
years, the injection of billions of 
dollars to rescue the pillars of 
American industry, even the 
President-elect promising a re-
covery plan to rid the country 
from the "culture of greed and 
scheming". 
  
However, how did the various 
economic data react to all of 
these interventions? After hitting 
a 41-year low in October, house-
hold confidence has improved in 
November, mainly due to lower 
prices at the pump, the reduction 
in benchmark rates and state 
interventionism as well as the 
election result last November 4th. 
The Michigan University index 
of consumer sentiment is also up 
in December. 
  
On the other hand, consumer 
spending has experienced its 
most significant drop since 1942, 
as is well shown by the decline of 

retail sales for the fifth consecu-
tive month. This decline could 
also be attributable to an increase 
in the consumer savings rate, 
which rose from 1% of dispos-
able income in September to 
2.4% in October.   
  
As far as the real estate market is 
concerned, it has yet to reach its 
equilibrium. Both new home 
sales and construction starts are 
down in November. The majority 
of recent home sales are the re-
sult of bank foreclosures. Conse-
quently, the delinquency rate on 
loans has reached a high of 
6.99% in the third quarter of 
2008, putting pressure on prices 
which are down 21.8% since 
their peak in 2006. 
  
On the employment front, the 
unemployment rate hit 6.7%, its 
highest level since October 1993. 
The extent of lay-offs in Novem-
ber is impressive, never seen 
since 1974. 533,000 jobs repre-
senting 1.38% of the work force 
were lost since the beginning of 
the year.  

2008 will have demonstrated one 
of the advantages of globaliza-
tion: the ability to mobilize to 
counter, in this case, a single 
problem - the global financial 
crisis. 
  
One after another, the countries 
of Europe were unable to escape 
the fall of their indices. In Ger-
many, the DAX index ends down 
17.5% for the quarter and 40.4% 
since the beginning of the year. 
German business confidence was 
at its lowest in 25 years in De-
cember because the global finan-
cial crisis reduced export de-
mand.   
  
In France, business morale hit its 
lowest level in 15 years. The 
French President has conse-
quently announced a measure in 
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Opinions about the global econ-
omy go from one extreme to 
the other. From the Great De-
pression to a return to health by 
the end of 2009 with a substan-
tial rebound of the stock mar-
kets. We do not believe that the 
apocalyptic scenario will mate-
rialize so we are staying the 
course with our portfolios, 
whose objective is equilibrium 
between  caution and growth.  
 
We believe that in a few years, 
it is possible that the current 
financial crisis and the ensuing 
recession will have enriched the 
value of our clients’ portfolios 
rather than impoverished them.  
  
For this to happen, we have to 
take advantage of the excep-

tional opportunities that the 
current stock markets offer. 
However, considering the eco-
nomic context, which will re-
main very difficult for many 
months still, and the persistence 
of market volatility, we will 
have to remain cautious. 
  
A few weeks ago, we initiated 
the repurchase of some posi-
tions that, taking into consid-
eration current depreciated 
prices, we consider excellent 
long term investments, such as 
the SNC Group, Hudbay Min-
erals as well as China and Bra-
zil. Other buy transactions will 
probably be added in the next 
few months. Our objective is to 
bring our equity portion, cur-
rently underweight, back to a 

neutral to slightly overweight 
position in preparation for the 
next upturn in the markets. 
  
In addition to these portfolio 
transactions, we also took ad-
vantage of the downturn in 
prices to crystallize capital 
losses in the taxable accounts 
of our clients. These operations 
will allow our clients to recu-
perate a portion of the taxes 
paid on capital gains declared 
in the last three years and to 
shield future years’ taxes on 
capital gains. 
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In our 2007 year-end quarterly 
newsletter, we wrote:  
  
"Our thought process for the 
moment is mostly directed to-
wards the relative weight of 
income securities versus equity 
for our typical client. We be-
lieve that the stock market is 
much less expensive than the 
bond market, which would 
usually favour an overweight 
position in stocks, but we pre-
fer to remain cautious. We 
might even reduce our weight 
in equity…" 

complete asset allocation of 
our typical customer: income 
securities versus equity, geo-
graphic distribution and sector 
weightings for Canada as of 
December 31st, 2008.  
  
It is obvious that we still do not 
favour the US stock market, 
particularly due to the flimsi-
ness of the US currency, which 
we consider overvalued since 
its recovery over the last few 
months.  
  
We also remain enthusiastic 
about the economic prospects 
of the emerging markets, and 
particularly about their stock 
markets, taking into considera-
tion their significant downturn 
recently. We have moreover 
just tripled our position in 
China and initiated a position 
in Brazil. 

If only we had taken our own 
advice!! 
  
Our average asset allocation in 
2008 was slightly more conser-
vative than the prevailing one 
in 2007. Our income securities/
equity mix can be considered 
underweight in equity. For 
example, our typical client, 
whose portfolio usually con-
tains approximately 50% in 
stocks, currently has 48%, a 
rather small difference.  
 
The table below illustrates the 
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Fixed Income Securities 52%

Equity

Canada Financial Services 35%
Cyclicals 63% 27%
Consumer Products 2%

USA 2%
Europe 0%
Japan 0%
China 6%
Far East Asia 6%
India 6%
Brazil 2% 48%

100%



Compared with the perform-
ance of the best managers in 
the country, portfolios en-
trusted to our management 
have experienced an average 
year in 2008. The equity por-
tion of the portfolios is re-
sponsible for the decline in 
2008; our shares have per-
formed neither better nor 
worse than the markets this 
year. Remember that the port-
folio of our typical client is 
usually composed on the av-
erage of 50% in fixed income 
securities and 50% in equity. 
  
Do not hesitate to communi-
cate with us to obtain a return 
on investment analysis for 
your portfolio in 2008. 
  
Our typical client obtained a 
return of –20.5% in 2008, as 
illustrated in the following 
table. This performance was 
achieved with a portfolio 
structure composed on the 
average of 49.1% in fixed 

income securities and 50.9% 
in equity, a distribution con-
sidered neutral. The fixed 
income security portion 
(including cash) gave a return 
of +2.0% while the equity 
portion obtained a return of   
–39.3%. 
 
An analysis of the perform-
ance of our typical client 
shows the following: 
  
(i) a collapsing economy, free
-falling inflation and the op-
portunity for investors to pro-
tect themselves from the cur-
rent financial crisis have all 
favoured bonds in 2008. We 
have to go back to 2002 to 
find a year where bond re-
turns have eclipsed returns 
from equities. 
 
However, the discrepancy 
between the rate of no-risk 
securities (government securi-

ties) and those of lower qual-
ity has increased substan-
tially, to the point of estab-
lishing new record levels. 
This explains why bond index 
returns in 2008 have not 
matched the decreases in in-
terest rates.  
 
Overall, our income securities 
produced a return of +2.0% in 
2008 versus 6.4% for the Sco-
tia Universe Bond Index. The 
lower duration of our fixed 
income securities has not al-
lowed us to fully participate 
in the interest rate drop in 
2008, compared to the index;  
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Return on investment analysis 
for our typical client in 2008 

Portfolio Structure Average weight in 
2008 

Return by  
Asset Class 

Weighted Return 

Fixed income securities    

1. Canada 49.1% 2.0% 1.0% 

2. Foreign currency 0% N/A 0.0% 

 49.1% 2.0% 1.0% 

Equity securities    

3. Canada 33.6% -39.3% -13.1% 

4. USA 2.0% -33.2% -0.6% 

5. International 15.3% -41.7% -6.3% 

 50.9% -39.3% -20.0% 

   -19.0% 

Less: management fees   -1.5% 

   -20.5% 



(ii) exceptionally, asset alloca-
tion between various countries 
or groups of countries has 
given mediocre results in 2008. 
The significant decline of major 
stock exchanges during the 
autumn of 2008 was almost 
indiscriminate, resulting in very 
similar drops around the world. 
  
Measured in Canadian dollars, 
the American stock market has 
performed slightly better due to 
a rebound of some 20% in the 
American dollar against the 
Canadian currency. For exam-
ple, the American S&P 500 
declined 38.5% in 2008, but 
this decline represents only 
24.5% for a Canadian investor. 
We believe this is only a tem-
porary situation that will even-
tually reverse itself over the 
next few years. In a large meas-
ure, it explains why the return 
of our equity position, under-
weight in US dollars, has suf-
fered slightly when compared 
against standard indices, which 
include usually 35 to 40% in 
US currency. 
 
Our international diversifica-
tion was slightly changed in 
2008, to make room for pur-
chases at very depressed prices 
because of market conditions. 
On average in 2008, it was as 
indicated below:  
 
   Average weighting  
       for the year 

United-States:          8%      

Europe:           0%       

Japan:           0%       

China:         10% 

Emerging countries      82% 

 
 
 

Thus, the international content 
of our equity holdings, which 
averaged 34% in 2008, was 
composed solely of holdings in 
the emerging markets of Asia 
and India. The performance of 
the international portion of our 
portfolio has resulted in a loss 
of 39.3% in 2008 against 

+25.7% in 2007: 
 
We expect Asia and India to 
represent once more a signifi-
cant boost to the performance 
of our portfolios during the 
next few years. This is espe-
cially true now that the more 
mature economies in the world 
will be recovering for many 
years to come. 
 

The global performance of our 
equity holdings, at –39.3% in 
2008 did not allow us to distin-
guish ourselves this year. Man-
agers in the first quartile have 
posted a performance of           
–27.0%E and a median of         
-30.0%E. However, over 3 and 
5 years, our performance posi-
tions us well ahead of equity 
managers in the first quartile. 

   
(iii) after many years of excel-
lent performance against other 
stock exchanges in the world, 
Canada has posted a record no 
different than the generalized 
downward trend in 2008. More-
over, we might even have ex-
pected a more significant col-
lapse of the Canadian market 
due to the very significant drop 
in the natural resource sector. 
This did not materialize in part 
because of the relative strength 
of the Canadian financial sec-

tor, which is heavily weighted 
in the Canadian TSX.  

  

Performance in 2008 (in CAD$) 

Canada:   -35.0% 

USA:  -24.5% 

Europe:   -32.5% 

Japan:  -10.1% 

The performance of our Cana-
dian equities in 2008 was          
–39.3% as opposed to –35.0% 
for the TSX/SPX, our compara-
tive basis.  
  
Securities in the financial sector 
(our three banks plus Manulife 
Financial and Power Corp) 
represent almost 35% of the 
Canadian stocks in our portfo-
lio. These stocks, which were 
given a rough ride in 2008 (and 
in 2007), have declined 36%. 
 
For their part, our cyclical 
stocks which represent 63% of 
our Canadian shares have 
dropped collectively 34% in 
2008. 
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3 years 5 years

2006-2008 2004-2008

typical client -3.6% 5.1%

1st quartile -4.8% 0.5%

median -7.1% -1.7%

Global Performance of Equity



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

The typical portfolio entrusted to our 
management progressed at a compound 
annual rate of 7.67% over the past nine-
teen years. This return is calculated net of 
any expenses. An amount of $100,000 
invested at the beginning of 1990 is worth 
$407,000 today. The chart on the right 
presents the annual change in the portfo-
lio since 1990. 
 
Under the Returns Balanced Portfolio – 
1st Quartile / Median heading, we indi-
cate the yearly performance since 1990 of 
the first quartile (the best 25%) and of the 
median (best 50%) for the best balanced 
portfolio managers. The managers are 
usually different from one year to an-
other, but the figures represent only the 
best for each year. For example, the re-
turn of the best 25% of balanced portfolio 
managers in 2007 was 0.5% (median: -
1%) while it had been 10.9% (median: 
9.3%) in 2006. 
  
In ten of the last eleven years, our per-
formance has attained the first quartile, an 
exceptional result.  
  
During the last nineteen years, our per-
formance made the first quartile 14 times 
and the second quartile twice. By com-
parison, only 6% of all balanced portfolio 
managers in Canada made the first quar-
tile rank at least once every second year 
in the last ten years. Furthermore, some 
70% of all managers obtained the first 
quartile rank three years or less during 
the last ten years.  
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Compound annual return 

An investor who would have 
had the insight to choose, in 
each of the past 19 years, the 
best 25% of managers for the 
upcoming year (an almost im-
possible task) would have ob-
tained a compound annual re-
turn of 6.8% (median: 4.2%). 
During this same period, our 
typical client achieved a com-
pound annual return of 7.7%.  
  
The table below shows these 
results for 19, 10, 6, 3, and 1 
year periods ending December 
31, 2008. 
  
In short, our typical client 
achieved a competitive per-
formance in every type of envi-
ronment. We believe that this 

was made possible thanks to 
the dynamism of our manage-
ment, the effectiveness of our 
geographic distribution and to 
the selection of Canadian 
stocks that generally outper-
form the overall market.  
 
For the past fifteen years, our 
Canadian stocks have yielded a 
compound annual return of 
10.8% versus 5.0% for the 
TSX/SPX, more than double; 
this record places us amongst 
the best 1% of Canadian equity 
managers.  
  
Our statistics over ten years for 
our balanced portfolio speak for 
themselves. This period in-
cludes the ascent to heaven 

from 1998-2000, the descent 
into hell from 2001-2002, the 
resurrection of 2003-2006 and 
the difficult year 2007 and the 
unique 2008. Our typical client 
obtained alomost double the 
return than the compound an-
nual return of the best manag-
ers (1st quartile) for each indi-
vidual year. Considering that 
the best managers of 1999-2000 
were not the best in 2001 and 
2002, this was far from easy to 
achieve.  
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 1990-2008 
19 years 

1999-2008 
10 years 

2003-2008 
6 years 

2006-2008 
3 years 

2008 
1 year 

1st quartile 6.8% 2.6% 3.8% -1.5% -14.3%E 

Median 4.2% 0.0% 1.9% -3.6% -17.3%E 

Our Typical 
Client 

7.7% 4.0% 5.1% -1.1% -20.5% 

Rank 1st quartile 1st quartile 1st quartile 1st quartile  
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Another way to see if our port-
folio management has contrib-
uted favourably to the enrich-
ment of our clients is to com-
pare our performance with that 
of various market indices.  
  
Over the years, the following 
table shows the performance 
achieved by a portfolio of the 
same profile as that of our typi-
cal client (50% fixed in-
come /50% equity) assuming 
that the fixed income and eq-
uity components had experi-

enced the same return as the 
relevant indices (Scotia Uni-
verse for fixed income and 
Morgan Stanley World Index 
for equity).   
 
As can be noticed, over each 
period, our active management 
has outperformed what the mar-
kets would have achieved given 
the same profile. 
  
For example, over the last ten 
years, the active management 
of the portfolio of our typical 

client has produced a favour-
able discrepancy of 3.2% a year 
with respect to the performance 
of comparable indices, with the 
same asset allocation. Consid-
ering the fact that most portfo-
lio managers are not able to 
achieve the  returns of the indi-
ces to which they are com-
pared, our record is more than 
satisfactory. 
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3 years 5 years 10 years
Performance

Index Portfolio (*) -0.72% 2.28% 2.97%
Dalpe-Milette Group Portfolio 0.47% 5.00% 6.15%

Annual Plus-Value 1.20% 2.72% 3.19%

(*) 50% Scotia Universe; 50% MSWI

As at December 31, 2008

Active Management Versus Index Portfolio
Profile: 50% Revenues / 50% Equity
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2009 will see the introduction of a new fiscally advantageous account 
called TFSA (Tax-Free Savings Account).  
  
To sum up, this new investment vehicle allows anyone 18 
and over to contribute $5,000 a year as of 2009 (the amount 
will be indexed every year thereafter) to a TFSA account. 
Annual contributions are not tax deductible (contrary to 
RRSPs), but investment revenues are tax-free. Furthermore, 
any amount withdrawn is added to your contribution room in 
the following year (over the $5,000 allowed annually). Un-
used rights of contribution can be deferred to following years. 
  
This account is in addition to other popular registered ac-
counts, such as RRSPs and RESPs. The TFSA is best suited 
for investors who already have non registered investments. For our 
clients who find themselves in this situation, we are considering open-
ing a TFSA account at the beginning of 2009 and transferring the 
amount allowed annually ($5,000 in 2009). This account is generally 
permitted to hold all the same investments that a RRSP can hold. As 
the amounts in this account will be relatively small in the first few 
years, we would favour simple investments, such as stripped coupons 
or investment funds. 
 
For further information, do not hesitate to contact us. 
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1170 Peel Street 
Suite 300 
Montreal, Quebec  
H3B 0A9 

Fax: 514-987-1214�
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Members of the Dalpé-Milette Group: 
 
Marc Dalpé, Associate Portfolio Manager (514) 281-8768 mdalpe@sabius.com 
Jean-Marc Milette, Investment Advisor  (514) 281-8763 jmmilette@sabius.com 
 
Business Development: 
Martin Migneault    (514) 281-7765 mmigneault@sabius.com 
Jean Quintin    (514) 985-3568 jquintin@sabius.com 
 
Client Service Representatives: 
Chantal Bouchard    (514) 281-7401 cbouchard@sabius.com 
Annie Dagenais (on maternity leave)  (514)  n/d adagenais@sabius.com 
Anna Gastaldi    (514) 281-8715 agastaldi@sabius.com 
Christine Ouellet    (514) 281-8709 couellet@sabius.com 
Francesca Pannunzio   (514) 281-8682 fpannunzio@sabius.com 
 
Administrative Assistants: 
Véronique Levrey    (514) 281-8725 vlevrey@sabius.com 
Audrey Sanchez    (514) 985-1842 asanchez@sabius.com 
 

Each Desjardins Securities advisor whose name appears in the front matter or in a byline of this publication hereby attests that the recommendations and opinions expressed herein accurately 

reflect the personal views of the advisors with respect to the company and the securities discussed herein and any other company or any other security referred to herein and tracked by the 

advisor. It is possible that Desjardins Securities has previously published other opinions, including ones contrary to those expressed herein. Such opinions reflect the different points of view, 

hypotheses and analysis methods of the advisors who authored them. This publication is provided for information purposes only and does not constitute an offer or a solicitation to buy or sell 

any securities products referred to herein in any jurisdiction in which such an offer or solicitation cannot legally be made. Before making an investment decision based on the recommenda-

tions provided herein, recipients of this publication are advised to determine how suitable the recommendations are for them in view of their personal financial situations and investment 

goals and requirements. 

This publication may contain statistics obtained from third parties that we believe to be reliable. Desjardins Securities does not claim to know whether the obtained statistical information is 

accurate and complete, and users should not rely on it as though it were. The estimates, opinions and recommendations contained herein are expressed at the date of publication and are 

subject to change without notice. 

Desjardins Securities is a wholly owned subsidiary of Mouvement Desjardins. Desjardins Securities is a member of the Canadian Investor Protection Fund (CIPF). 
 
Marc Dalpé is registered as Associate Portfolio Manager with the self-regulatory organizations. According to the Regulation 1300 of the IIROC, he is authorized to make investment deci-
sions and to give advice for managed accounts. With the exception of Marc Dalpé, no member of the Dalpé-Milette Group can exert discretionary authority on the account of a customer or 
approve discretionary orders for a managed account, or take part in the formulation of investment decisions made in the name of a managed account. 
 


