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A monthly commentary on personal finance and investments, by Randal van Eijnsbergen 

Since graphs tell a more complete story, I have replaced the usual monthly figures with those below. 

Year-to-Date Performance:   

 

 

Photo, that really caught my attention, courtesy of a great friend taken in the beautiful B.C. backwoods: 
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Personal Wealth Management 

Fund Performance and Projected Returns 

As you likely know, I like to incorporate some of the best hedge and exchange traded funds as solid 

foundations for my portfolios.  Here is a simple table of how they stack up: 

Fund Inception 
Annualized 
Return Beta Sharpe 

CC&L Diversified Mkt Neutral Oct-07 7.0% -0.07 1.02 

CC&L Absolute Return Oct-07 12.9% 0.39 0.89 

FF Long Short LP Nov-13 29.5% 0.55 3.79 

FF Multi Strategy LP Nov-13 20.9% 0.24 3.5 

FA M Cda Value ETF Feb-12 18.5% 0.73 1.06 

FA M Cda Momentum ETF Feb-12 19.6% 0.82 0.95 

Horizons Seasonal Rotation ETF Nov-09 9.4%  0.35 0.95 

Vertex Fund Feb-98 15.3% 0.74 0.83 

Vertex Value Apr-98 9.4% 0.35 0.68 

 

Beta is how correlated it is with the market (mostly TSX or S&P 500.)  A lower beta means the 

investment is less at the mercy of the markets and is typically less volatile. 

Sharpe is how much return the investment has generated from each unit of risk.  The higher the better.  

The Sharpe of the TSX Composite for example is around 0.35.  However, be careful since the older the 

fund, usually the lower the Sharpe.  Over the long-term, a Sharpe of near 1 is excellent. 

We want low Betas and high Sharpes. 

Funds such as these make excellent foundations for diversified investment portfolios.  Since they have 

the ability to generate positive returns during falling markets and are relatively uncorrelated with the 

indices they are able to add a lot of safety without compromising upside potential. 

[Recall, alternative strategies – which would include most of the above – are now the preferred asset 

class of the most prominent university endowments, such as Harvard and Yale, which are essentially run 

by experienced geniuses with deep analytical support.] 

Since you never know ahead of time which will outperform in the following year, and since each uses 

different investment strategies and approaches, it is best to diversify amongst a number of them or in 

some cases, even to buy on dips and sell into strength. 
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Canada’s Official Performance Guidelines: Equities: 6.3%, Bonds: 3.9% 

Last weekend the Globe and Mail ran a piece on Canada’s new Projection Assumption Guidelines for 

financial planning.  They are based on pension fund expectations and historic data – I’m guessing with a 

strong conservative bias.  The numbers they came up with are 6.3% from Canadian equities and 3.9% 

from bonds.  This despite the fact that equities have averaged 9% over the last 30 years and the 

commodities sector is in the dumps. 

Since all of the above listed funds and ETFs not only trounced those numbers, but did so with less risk 

we could leave it at that.  However, this is an opportunity to emphasize the futility of making 

assumptions.  Another 2008-like financial crisis next year could have your 6.3% looking more like -36.3% 

in a heart-beat.  That could erase your 6.3% for the next half decade!  Financial plan out the window.  

Even a slight deviation from the projected numbers (and that can include inflation numbers) basically 

kills the entire plan. 

We are encouraged to create financial plans for clients.  Nothing oozes confidence more than pie charts 

and projection graphs (and everyone is doing it,) but the assumptions may as well be fiction in my 

opinion.  Instead, the focus should be on capital preservation and how much risk a client can tolerate.  

Standard deviation and volatility numbers are something you can work off of, and simply aiming to do 

your best within your risk comfort zone will, at worst, put you on par with your peers.   

Devise your ideal personal asset allocation.  Then, invest your safe money in short-term fixed-income 

and true hedge funds.  With the rest of your investable assets, troll the markets for outstanding 

examples of value, momentum and growth to try and differentiate your performance from the norm 

and take advantage of cyclicality and asset mis-pricings.  Some of the contrarian opportunities out there 

right now are unprecedented – at least in my lifetime – and could really move the needle for many 

investors going forward. 

Markets 

Markets remain constructive despite fears such as Greece and slower growth in China – though 

Stanley Druckenmiller thinks otherwise.  The CEO of Bank of America was just quoted as saying 

the U.S. economy appears to be in better shape than most think.  U.S. jobless claims and 

housing data also point to a strengthening economy.  Recall however, that markets are forward 

looking and may have already priced that into their multi-year bull move.   

Meanwhile, European and Asian markets have been rallying so far in 2015.  Unfortunately 

anything inversely correlated with the US Dollar has been depressed – such as commodities and 

many other currencies.  However, all trends come to ends, and I strongly believe the bottom in 

most commodity prices is in and the poor sentiment has resulted in rock bottom valuations that 

will not last. 
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Strategy & Top Pick:  Generating Extra Income from Stock Positions 

Markets are somewhat range-bound and well off their lows, and bond yields are slim and carry risk.  

Seems like an obvious investment climate for a covered call writing strategy.   

In writing a covered call, the owner of a stock receives a cash premium for committing to sell his 

position at a set price (strike price) by a set date (expiration date.)  Writing covered calls can effectively 

reduce your cost base or generate incremental capital gains while you hold a security.   

Let’s look at an example: 

AutoCanada (ACQ:T $41.50) is a $1 billion consolidator of automobile dealerships, has recently suffered 

a significant pull-back (read volatility) but has now established a base and is showing evidence of a 

convincing bounce.  AutoCanada’s earnings are strong, revenues are growing and it pays a 2.4% 

dividend.  It is a current Data Driven pick with good option premiums due to recent volatility. 

You can buy 1,000 shares of ACQ at $41.50 and sell $44 call options that expire on July 17th, 2015 for 

$1.15 per share.  This means if the stock is over $44 by July 17th you will be forced to sell it for only $44, 

but you will have received the $1.15 call premium, which you get to keep.  Here is how it breaks down: 

Cost of ACQ:   ($41,500) 

Premium Received:      $1,150 = 2.77% 

Adjusted cost base: ($40,350) = $40.35 per share = new break-even price; 

If ACQ < $44 on July 17th: result = stock price X 1,000 - $40,350 

If ACQ ≥ $44 on July 17th: result = $44,000 - $40,350 = $3,650 = 9% in less than two months. 

[These calculations exclude the dividend and commission, which would more than cancel each other out 

in an appropriate fee-based account.] 

Then, if you still own the stock on July 17th, you may write another call option, hopefully at a price higher 

than our adjusted cost base, and so on…   

Even if you made nothing on the stock, at a 2.77% premium every two months, something in the range 

of 16% would be achievable.  You could also write a $42 call for a 4.5% premium or give yourself more 

upside and write a $46 call for a 1.6% premium.  The combinations of strike price and expiry are 

numerous and the one you select will depend on your view on the market and target for this 

investment.  The good thing is that they are all fairly priced. 

The covered call forces you to relinquish potential upside.  If the stock rallied to $50 for example, you 

would be forced to sell for $44 or around $5 cheaper after premium.  However, it also insulates you on 

the downside by reducing your cost base. 

To compensate for this you may choose to write a ratio covered call where you might buy 1,500 shares 

and write options on only 1,000 to leave 500 shares “uncovered” with full upside potential. 

In order to make covered cals easier to understand, let’s put it in Vancouver real estate terms: 
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Buy a house:       ($2,000,000) 

Offer to sell it for 1 year for $2,200,000; receive:          $50,000 

Adjusted cost base:     ($1,950,000) 

If house value > $2,200,000 in 1 year you make:   250,000 = 12.5% return; 

If house value < $2,200,000 in 1 year you keep:  $50,000 + your house = 2.5% return +/- house; 

Assuming you only have 50% down on your house, your returns would double at 25% or 5%. 

A covered call regime on carefully selected equities in different industries can significantly enhance the 

risk-adjusted return of any portfolio – including an RRSP or TFSA.  While I am not a big fan of capping 

upside potential after a significant sell-off, such as the financial crisis in 2009, after a multi-year bull 

market, the timing of such a strategy is looking better every week.  I am currently gradually 

implementing covered call strategies for clients and strongly suggest you consider it. ACQ chart FYI: 

 

Previous Top Picks: 

February 2015: Avigilon, Sun Life, Manulife, Rio Alto Mining. 

March 2015: AGT Food & Ingredients, Parex Resources. 

April 2015: FA Hamilton Capital European Bank ETF 
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Last But Not Least: Mix your Investment Styles 

Different investment styles are better suited to different 

markets.  Since no one can consistently predict which style 

the markets will be best for going forward, it behooves 

investors to include varying and complementary styles in 

their investment portfolios.  A customized balance of 

Value, Momentum, Growth, Income and Hedged will best 

position you for future gains and mitigate risk.  Funds or 

ETFs may be most appropriate for certain styles, while 

individual investments may better accomplish others. 

 

Call me anytime to discuss.  All the best.  Cheers,  

Randal  
Randal van Eijnsbergen 

Investment Advisor and Portfolio Manager 

HAYWOOD SECURITIES INC.  

Direct: 604 697-7429 

Cell: 604 616-9598 

rvaneijnsbergen@haywood.com 

 

 

 

 

 

This newsletter was written by Randal van Eijnsbergen who is a registered Investment Adviser with Haywood Securities Inc. a 

Canadian based independent, full-service investment firm and member of the Canadian Investor Protection Fund.  The article is for 

informational purposes only and is neither a solicitation for the purchase of securities nor an offer of securities. Readers of the 

presentation are expressly cautioned to seek the advice of a registered investment advisor and other professional advisors, as 

applicable, regarding the appropriateness of investing in any securities or any investment strategies, including those discussed 

above. The information contained in this presentation have been compiled from sources Haywood believes are reliable; however, 

Haywood makes no guarantee, representation or warranty, expressed or implied, as to such information’s accuracy or 

completeness. The views expressed are those of the author and not necessarily Haywood Securities Inc. All opinions and estimates 

contained in the reports are based on assumptions the author believes to be reasonable as of the dates of the reports but are 

subject to change without notice. Randal van Eijnsbergen can be reached at 604 697-7429 or rvaneijnsbergen@haywood.com 
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