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The Women of Burgundy was founded
in April 2014. Our mission is to build a
community that inspires women to make
investing a priority. We will move forward

together, fostering curiosity, confidence
and continual growth as investors.

Named after the Roman goddess of
wisdom and the sponsor of arts, trade and
strategy, Minerva is a Women of Burgundy
publication. An inspirational call-to-action,
the goddess Minerva embodies the highest
values of wisdom, knowledge and mastery.




Welcome to our

EDITORS'LETTER

DEBUT ISSULK

elcome to the inaugural

edition of Minerva, a publi-
cation by the Women of Burgundy.
Founded in April 2014, Women of
Burgundy is dedicated to building a
community that inspires women to
make investing a priority. This maga-
zine is a shared effort to foster curiosity,
confidence and continual growth for
women as investors.

The name of this publication was
inspired by the Roman goddess of
wisdom and the sponsor of arts, trade
and strategy. Minerva was, and is, an
inspirational, visionary leader who
embodies the highest values of wisdom,
knowledge and mastery. Very fitting for a publication that aims
to inspire deep thinking and to give you a seat at the table where
together, we can explore, discover, and debate investment issues.

In this issue, Burgundy’s Deputy Chief Investment Officer and
Portfolio Manager of Emerging Markets, Anne Mette de Place
Filippini, shares what it means to build an immersive research
program from the ground-up.

We also bring you the highlights of Anne Maggisano’s conver-
sation with Kathleen McLaughlin, Walmart’s Chief Sustainability
Ofhicer and President of the Walmart Foundation. Prepare to be
enlightened as Kathleen shares her approach to business sustainabil-

Lisa Ritchie, Vice President and
Anne Maggisano, Vice President
and Founder, Women of Burgundy.

ity, economic resilience, supply chain
management and progressive practices
in human resource management.

In the fall of 2018, the Women
of Burgundy Book Club discussed
Dan Ariely’s Predictably Irrational: The
Hidden Forces that Shape our Decisions.
Our article recaps a fascinating dialogue
led by Angela Bhutani and Roz McLean
about common behavioural biases that
underlie rational and irrational invest-
ment decision making,.

In “NextGen,” Robyn Ross’ interview
with Irena Petkovic, a Queen’s Univer-
sity Commerce candidate, provides an
interesting perspective from a young
woman entering the investment industry.

Finally, our milestones page remembers Muriel Siebert, known
as the “First Lady of Wall Street.”

We invite you to explore, engage with and, above all, enjoy the
first issue of Minerva. We believe it speaks to issues that matter to
you as informed and successful investors.

%@O\W
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Burgundy’s Private Client Team. Angela
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GLOBALPERSPECTIVE

C@INA RESEARCH PROJECT

o matter how much research one conducts in the
office, there is no substitute for boots-on-the-ground
exploration. Full immersion is the best way to build
a body of knowledge about businesses, cultures, local
economic factors, consumer behaviours and trends.
This type of comprehensive engagement removes the layer of inter-
pretation that comes from solely digesting reports second-hand,

as an armchair analyst might. With this in mind, on October 31,
2018, I embarked on a six-month research trip to China. Joined
by two analysts on my emerging markets team, Ching Chang and

By Aan Mette de Place Filippini -..,

Terry Ouyang, our “deep dive” project was designed to achieve
a richer understanding of China, its investment opportunities
and its risks. Our findings will build on the significant body of
research already compiled by members of Burgundy’s investment
team, who have made regular short research trips to China over
the last 20 years.

The world’s most populous country, China is home to 1.4 billion
people and is the second-largest economy in the world.! Massive
change is taking place as its population undergoes urbanization.
Thirty years ago, only one-quarter of people in China lived in cities.
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GLOBALPERSPECTIVE

By 2017, 58% of the population lived in
urban centres. That number is expected to
reach 70% by 2030 (Canada was at 70%
in 1960!)? The incredible migration from
the countryside driven by China’s policy to
open its economy and become a member of
the World Trade Organization has resulted
in staggering wealth creation. To put it
into perspective, the Chinese have seen per
capita incomes rise more than 20-fold over
thirty years,? whereas in Canada incomes
barely doubled over the same period. It is
difficult to comprehend the magnitude of
economic and social change that people
in China have witnessed. In this sea of

many of the cities we visit, there is world-
class infrastructure with streamlined and
highly efficient public transportation. For
example, we spent time in the Pearl River
Delta, a major manufacturing hub and
emerging technology cluster. This is where
the special economic zones were first set
up 40 years ago, as China began to open
its economy to the outside world. It is
now home to 70 million people. Consum-
ers and workers here travel with ease via
low-cost high-speed trains between the
zone’s 11 cities. Real estate in these cities
is quite expensive, reflecting both pressures
from urbanization and a good deal of spec-

have gone from “zero” to smartphones
with applications that do the searching for
them. The average user spends 3 hours per
day on their mobile devices well ahead of
time spent watching TV.® An entire value
chain surrounds the digital leaders as they
compete for the consumers’ time, contin-
ually developing new ways for people to
chat, obtain news, play games and simply
be entertained. These technology compa-
nies can then monetize this time with
advertisers and merchants. According to
the International Monetary Fund, nearly
one-third of Asia’s GDP growth over the
last two decades was derived from digital

‘ An entire value chain surrounds the digital ‘

66

leaders as they compete for the consumers’ time,

I

continually developing newways for people to chat
‘ obtain news, play games and simply be entertalned. ‘

change, as investors, it is incumbent upon
us to build first-hand knowledge around the
current and future opportunities.

While in China, the cities of Hong Kong,
Beijing and Shanghai have been among
our temporary homes. From here, we have
visited a large number of companies and
also met with industry experts, journalists,
educators, diplomats and former govern-
ment officials to gain a broad perspective.
We have traveled to “smaller” cities and
also toured plants and stores of a number
of companies. We are still learning but here
are a few takeaways:

The more we explore China, the more we
recognize the regional cultural complexities
that exist here. There is not one China, but
many Chinas: north/south, coastal/inland,
rural/urban, developed/undeveloped. In

6 MINERVA ISSUE / 01

ulation as real estate remains the main store
of savings in the country. GDP per capita
is an impressive US$23,000, three times
the average for China. Income taxes are
low relative to our standards in Canada.
Sophisticated technology permeates the
economy. Online purchases can be made
using facial recognition and new build-
ings use fingerprint access instead of keys.
Wherever we go in urban centres, people
are on their smartphones. China’s internet
population just passed 800 million and 98%
of them are mobile users.’ By comparison,
the U.S. has 300 million internet users.
Chinese residents have not experienced
the slower progression that we have, with
clunky desktop and laptop computers,
dial-up internet and reliance on search
engines to find information. They instead

innovations.

We have found the offline (bricks and
mortar) space for consumers to be much less
developed than our online experience. The
decades of experience in physical merchan-
dising that we have had in Canada does
not exist. The supply chain that serves the
offline in China is inefficient with multi-
ple layers of distributors. Therefore it is
not surprising that online has become the
leader as it has brought consumers more
choice and better prices. Going forward,
growth is showing signs of slowing and
businesses have to refocus if they are going
to succeed. When we talk to management
of consumer companies in China, they all
discuss the same things: they are seeing a
deceleration in growth and recognizing the
need to build premium brands, innovate



and differentiate to win consumer loyalty,
remain relevant and protect market share.
The years of winning simply by expanding
capacity and distribution are gone. Chinese
consumers are becoming more sophisticated
and discerning with more options available
to them, especially through online platforms.

Tingyi, a producer and distributor of
instant noodles, beverages, soft drinks and
baked goods, is a company we own and
recently visited. Management discussed the
changing landscape that comes with slower
growth. Up until five years ago, Tingyi’s
volume growth was brisk, typically well
into the double-digits. To keep up with the
volume growth, they were building new
plants, buying equipment and expanding
their distribution networks, all at a very
rapid rate. There was no need nor time to
focus on brand or product improvement.
Today, all that has changed. The business
now requires strategies for talking to the
customer, for advertising intelligently, for
selling online effectively and for becoming

Photos taken on the
China research trip with
Anne Mette de Place
Filippini, Ching Chang
and Terry Ouyang.

the premium brands in their categories.

Determining a company’s investment
merit involves extensive research into its
operations, financial strength, competitive
edge, key customers, suppliers, and, perhaps
most importantly, management strategies
and the markets in which it competes. Not
all of this research requires an on-the-prem-
ises approach, but having one does provide
a fuller understanding of the nuances that
are not revealed in a more passive analy-
sis. Speaking with the management of a
company and walking the factory floor
are invaluable.

It has also been crucial to develop our
team’s network of contacts, including busi-
ness people, consultants, advisors, academ-
ics, diplomats, civil servants and journalists.
Cultivating these relationships will provide
diverse perspectives not only now, but also
for our research efforts in the coming years.
It is about understanding the investment
opportunities and risk here and also about
the impact of China on investments else-

where. Ching, Terry and I will be return-
ing with an expanded understanding of
the business environment in this diverse
country and a first-hand perspective of
what it is like to live here as a consumer. M

FOOTNOTES

1 U.N. Department of Economic &
Social Affairs Population Division

The World Bank

UNCTAD (United Nations Confer-
ence on Trade and Development])

Federal Reserve Bank of St.
Louis 2019

China Internet Network Infor-
mation Center, Ministry of Indus-
try and Formation

6 App Annie The State of Mobile
2019 Report
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nSUSTAINABILITY

A conversation on sustainable practices and maximizing shareholder value

By: Anne Maggisano & Lisa Ritchie

In September of 2018, the Women of Burgundy hosted a fascinating and far-reaching
conversation between Walmart’'s Chief Sustainability Officer and Foundation President,
Kathleen McLaughlin and Anne Maggisano, Burgundy Vice President of Client Relations.
The most memorable moments of that discussion about sustainability, mobilizing change in
corporate and consumer behaviour, and maximizing shareholder value are captured here.
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Anne Maggisano: How has Walmart's
sustainability strategy evolved since you
first started there in 2013?

Kathleen McLaughlin: People are often
surprised to hear that Walmart set out its
aspirational public goals for sustainability
as early as 2005: to be powered 100% by
renewable energy, to generate zero waste
in operations and to have more sustain-
able products. We set these goals right
after Hurricane Katrina; the Walmart
leadership team was right in the middle of
dealing with that disaster. Coincidentally,
the leadership had also spent the previous
year with folks from the Environmental
Defense Fund and Conservation Inter-
national, to discuss what we were doing
about the environment and social issues.

In the fall of 2005, CEO Lee Scott made
a speech about sustainability that unleashed
this huge wave of energy and execution
towards those goals in the company. Once
we knew the direction in which we were
moving, everyone immediately took off
running.

AM: How would you characterize your
role in driving Walmart's sustainability
agenda? Did you accelerate or change
the direction in which the company was
moving?

KM: By the time I joined the company,
there was already a substantial effort being
made to deal with energy and waste, as well
as other issues. Globally today, Walmart
is powered one-third by renewable energy.
We're on target to get to 50% by 2025, and
we'll keep going. On waste, in the U.S. for
example, we've diverted just north of 80%
of waste from our operations.

I'd say the biggest change in the last
five years is taking a more systemic, inte-
grated approach to the issues—whether it’s
climate, waste, social issues—and build-
ing the business case around action, then
working with many others in those chains
to transform them. It’s the same kind of
problem-solving approach you would
bring to any business venture: innovation,

technology, changing processes, changing
practices, shifting behavior, shifting mind-
sets, and shifting the way the economics
work. That systemic problem solving has
helped accelerate social and environmen-
tal outcomes.

AM: You've argued that sustainability
is not just the right thing to do for soci-
ety, but it will also increase the value of
Walmart as a business, which will even-

66

‘We must
transform
the way our
economy works
—specifically,
the way
production and
consumption
work.
Otherwise,
there’s no
ability to sustain
market growth.

D/

tually translate into increased value for
shareholders. Can you expand on that?

KM: We are talking about fundamen-
tal transformation. This isn’t just about

changing some LED lightbulbs and lower-
ing your energy costs. Yes, you do get cost
savings, but there are also opportunities
for new revenue streams. When we recycle
our cardboard and plastics in the store, we

FEATURE

are making money by reselling that rather
than paying money to send this waste to
a landfill.

We are also fundamentally changing the
economics by shifting away from a take,
make, dispose linear economy that takes all
these resources out of the planet, uses them
up and then throws them in the dump.
That’s not economically viable or sustain-
able. That material can be repurposed and
reused to be more value-creating. We must
go from being a linear economy to creat-
ing a circular economy, and that requires a
massive, system-wide change in behavior.

We must transform the way our economy
works—specifically, the way production
and consumption work. Otherwise, there’s
no ability to sustain market growth. That
means integrating environmental solutions,
social solutions and economic solutions.

AM: How does Walmart think about
allocating capital to long-term sustain-
ability projects that might reduce prof-
itability in the short term?

KM: There are always trade-offs. When
it comes to energy efficiency and renewable
energy, for instance, we have LED light-
bulbs, HVAC equipment and our proposed
project portfolio includes a list as long as
my arm, but we can only get funding for
a portion of it in any given year. I have to
compete for that capital alongside lingerie
fixtures and the remodeling of the store and
we're all on the same footing. It comes back
to finding solutions that are economic and
luckily, so much of what we propose has a
very high return on investment and makes
a compelling business case.

AM: What is Walmart doing to address
climate change?

KM: We've managed to reduce our
carbon intensity globally by a third since
2005, while at the same time growing the
company. We are decoupling emissions
from growth.

We spent 10 years doubling our fleet
efficiency in the U.S., and that was hard.
We worked with Peterbilt and Cummins

WWW.BURGUNDYASSET.COM/MINERVA 9
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on more efficient engine design. We used driver
behavior instrumentation feedback to make
drivers aware of how fast they were driving and
how this affected fuel efficiency. We redesigned
the back of the truck and changed how we load
packages, as well as how much the trucks could
carry. We also reduced the load weight by reduc-
ing the amount of packaging. All these initiatives
together got us to our goal and enabled us to
double fleet efficiency.

If you want to ship a crate of food, there’s no
better way to do it than on a Walmart truck. But
it’s still fossil fuel dependent. What we want to
do is move to alternative fuel, and we're looking
at electric powered heavy-duty vehicles, hydrogen
fuel cells and other options. Walmart Canada’s
commitment is to get to 100% alternative fuel
by 2028. That should give us enough time to
do the piloting, the testing, the scaling up, and
building the capability to move the whole system
in that direction.

We are starting with Tesla. We have 40 electric
trucks that we have ordered here in Canada. As
we learn, we’ll work with others and continue to
evolve until we hit our goal.

A demand signal coming from Walmart and
other major retailers is important. If we're all
asking for this and making a long-term commit-
ment, others will be doing this and the transfor-
mation will happen more quickly.

AM: You advance the idea that sustainability
is important within the operations of Walmart,
but also all along the value chain. Who you
do business with really matters, and Walmart
has a responsibility to elevate sustainability
practices all around the world. How does that
work in practice?

KM: If T just take emissions, for example, more
than 95% of the impact is in the supply chain.
When we're selling Unilever shampoo, we ask
Unilever to tell us more about what they do to
make its shampoo products, and the amount of
plastic they used for example.

One of the things we do for every single category
is a lifecycle analysis. We work with a group called
The Sustainability Consortium, which reports on
the impact of consumption on forests and water
and other natural resources. Many retailers and

10 MINERVA ISSUE / 01

Anne Maggisano and Kathleen McLaughlin
at the Women of Burgundy Fall 2018
Speakers Series.




suppliers belong to this consortium. They
have a thing called the Sustainability Index,
which boils the lifecycle analysis down to
the 12 “hotspots” that are most important
for every single product category: shrimp,
tuna, chicken, cloth-based textiles, synthetic
textiles, electronics—every category. And
those hotspots—Dboth environmental and
social—include things like climate, water
quality, labour issues ...

There is a survey connected to every

the whole gamut.

one of those hotspots that goes out to our
suppliers and asks about their outcomes and
practices. The Sustainability Consortium
aggregates that data and shares it with us,
so we know who is leading, who is lagging.

66

AM: Using the lifecycle analysis and
survey results, what have you discovered
about the seafood value chain?

KM: While Walmart has made signifi-
cant progress in regard to environmental
sustainability in this supply chain, signifi-
cant challenges still exist. With shrimp, for
instance, the main issue is forced labour.
Way back in the chain, there are people
who go out in vessels in Southeast Asia to
catch trash fish that get cut up and fed
to the shrimp in the fisheries as they are
growing, that then get sold to a wholesaler,
that then are sold to a trader, that then
are sold to a supplier, and that ultimately
are sold to the retailers. The supply chain
is very fragmented: we are talking about

millions of little fishing boats and people
way back in the value chain. So, if you're
Walmart or Loblaw or Sobeys, what do
you do about that? What we've done is
to start by understanding the prevalence
and the incidents of those labour practices,
then look at the root causes and how to
deal with them.

Through the Walmart Foundation, we
funded a prevalence study and interna-
tional justice mission to document and
address labour issues in the region. We've
found that many people from Southeast
Asia seeking employment on fishing vessels
in Bangkok or Burma, for instance, have
to pay exorbitant fees to obtain a passport

Within Walmart, we have a broad program
of interventions to shift our whole system and
make it more inclusive, whether it's through our 9
recruiting and hiring practices, our development
courses, or implicit-bias training,

and in some cases it is not clear where the
money goes. They borrow and somehow
scrape the money together, and then they're
$2,000 or more in debt. To make things
worse, often their passport is withheld and
they’re out at sea for six months.

This study helped the industry under-
stand that the recruitment models are at the
root of the problem. Walmart’s response
was to join an industry consortium called
the Leadership Group for Responsible
Recruitment. Many retailers, suppliers and
social justice groups are working together
and providing some additional grants to
understand where that money is going.
That’s the kind of work that’s happen-

ing and the role we're playing in terms of

FEATURE

convening: being at the table, bringing
people together, shining a light on a prob-
lem, and encouraging others to join us.
The Walmart Foundation funded the
Sustainable Fisheries Partnership to intro-
duce vessel monitoring systems that use
technology to gather information about
conditions at different points in the chain.
And then worker tools: hotlines, confiden-
tial tip lines and apps. The Foundation
also helped fund an app in the Burmese
language called Golden Dreams, which
is like Yelp for getting a job. Job seekers
use it to exchange information about job
opportunities. We're taking a different
approach from the conventional: I'm a

retailer, youre my supplier, you'll sell me
shrimp and I'll write you a cheque. A very
different approach. One of the things I
spend a lot of time doing is convincing
other retailers to join us in this work.

AM: Part of your mandate is to focus
on economic opportunity as it relates to
the advancement of women.

KM: It is a big priority. About 30% of
our senior executives globally are women,
which is slightly above the S&P 500 aver-
age. Obviously, we want to get to 50%.
It’s something we continue to work on.

The first way we approach this is through
our own talent pipeline and then by
supporting the development of diverse
talent outside of Walmart through our

WWW.BURGUNDYASSET.COM/MINERVA 11
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philanthropy. Within Walmart, we have
a broad program of interventions to shift
our whole system and make it more inclu-
sive, whether it’s through our recruiting
and hiring practices, our development
courses, or implicit-bias training. Outside
of Walmart, we have made a $100 million
philanthropic investment to help accelerate
the mobility of front-line workers in retail
and related sectors.

The second way that we approach it is
through sourcing. If you think of Walmart’s
purchase order as a form of development
capital and what that can do to unlock
opportunities for business owners, for small
business, and for diverse-owned business,
its massive. With respect to women-owned
businesses, for example, we set a goal to

12 MINERVA ISSUE / 01

source $20 billion for women-owned busi-
nesses over a five-year period. And we met
that. So looking at every single category,
we ask what does the supplier base look
like? Which categories seem to have more
women entrepreneurs? How do we support
them? What are the barriers?

One practical barrier is access to capi-
tal. A lot of times a woman with a small
business will want to expand, but she can’t
get the capital because she doesn’t have a
purchase order. She doesn’t have a purchase
order because retailers may not buy from
her without evidence she can provide the
scale and volume. So it’s a catch-22. We
created something called the Supplier Alli-
ance, where we negotiated an agreement
with banks that if someone had a letter

of interest from us that would be enough
to get the capital to scale up. That really
helped. That’s what enabled a woman who
was selling tortillas in Atlanta and looking
at expansion to become a major national
supplier of ours and who now employs
3,000 women.

We've also looked to embed our philan-
thropy into the supply chain and asked,
where are the women in different supply
chains—farming, retail, retail-type profes-
sions in China or in Africa—and what
do they need? We set a goal to train one
million women factory workers by asking
what opportunities for advancement
there were for those women and by using
philanthropy to invest in their future.
A wise investment. M

Lisa Ritchie thanking
Kathleen McLaughlin
and Anne Maggisano.
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Predictably Irrational: The Hidden Forces That Shape Our Decisions

By: Angela Bhutani & Roz McLean

’ — —
'PREDICTABL
The Hidden Forces That

Thorndike

n the typical path to becoming a better
investor, most people spend their time
understanding financial concepts such
as how to interpret a company’s finan-
cial statements or learning about invest-
ment products available to them. While all of
this background may be useful, there is a key
factor in the investment process that is often
overlooked: understanding the psychology of
decision-making. The best-laid investment
process can be derailed by emotion, and too

TaFﬁancmg to Work -

WARREN BUFFETT ON PRACTICALLY EVERYTHING, 1966-2012

often, profoundly alter the desired outcome.
In the 1970s, two Israeli-American psychol-
ogists and professors at the Hebrew University
of Jerusalem, Daniel Kahneman and Amos
Tversky, studied and explored the human incli-
nation to hold psychological biases that affect
decision-making. Prior to their ground-breaking

work, conventional economic theory dictated

maiam  THE ESSAYS OF WARREN BUFFETT

that humans were rational beings who made

rational decisions based on economic consid-
erations such as cost and utility. Their work was
some of the first academia to marry the fields of

WWW.BURGUNDYASSET.COM/MINERVA 13
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Clockwise from

above: Kate Mostowyk,
Investment Counsellor;
Marie-Noél Henri,
Montreal Office Manager;

Sandy Whitehouse,

Executive Assistant; Lisa ‘ “PR

Ritchie, Vice President;
and Rachel Davies,
Investment Counsellor.
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psychology and economics, and would go on to earn a Nobel Prize.
Although the field of behavioural economics is still relatively young,
Kahneman and Tversky’s seminal ideas have attracted much atten-
tion, particularly in the investment industry. The Chartered Finan-
cial Analyst (CFA) Institute, which prepares future analysts and
investment managers, now dedicates a part of its curriculum and a
section of its final exam to the subject of behavioural biases. The
introduction of behavioural economics into mainstream financial

L |

education programs, such as the CFA program, reflects a recognition
that entrenched biases can lead us to make imperfect or irrational
economic decisions. In becoming aware that our biases exist, we come
one step closer to being able to control them.

Predictably Irrational, written by Dan Ariely and inspired by the
teachings of Kahneman and Tversky, brings to light common patterns
in our decision-making processes through Ariely’s experiments as a
professor and researcher at Duke University.

While not all of the biases discussed in Predictably Irrational relate
to investment behavior, we will address a few that do.

Chapter 1: The Truth about Relativity

Ariely highlights our tendency to evaluate things not on their own
merit, but relative to other things presented alongside. Ariely believes
that we create or diminish our perception of value through compari-
son, which can lead to irrational, non-optimal decisions.

To further explore the truth about relativity, consider the following
question: how happy would you be if you earned a return of 20% on
your equity investments over one year? Most of us would be pretty
happy with this figure.

What if I now tell you that in this same year, the market had a
return of 63%? Does this change how satisfied you are with your
20% return?




For the twelve-month period ending
August 31, 2000, the TSX/Composite
Index was up 63%. Market returns were
driven by sky-high valuations among tech-
nology companies. In Canada, a single
large technology and telecommunica-
tions company (Nortel Networks) had a
spectacular one-year return of 292% and
came to represent a third of the Canadian
stock index.

Many value investors had decided against
investing in Nortel based on weak business
fundamentals. When the clients of these
value investors compared their returns to
the market index, some were quite unhappy
with the relative underperformance. By the
end of 2001, the market realized that the
future earnings of many technology and
telecommunications companies were grossly
overestimated. A crash in prices ensued,
which is often referred to as a bursting of
the “tech bubble.”

How do we evaluate our satisfaction with
independence and resist the bias toward
relative judgement? We suggest writing
down your investment goals. Define your
needs, return expectations and the level of
risk you are willing to tolerate. This will
guide you to an absolute benchmark and
will help you assess how your strategy is
helping you achieve your goals over time.

Chapter 8: The High Price of Ownership
In chapter eight, Ariely addresses the
phenomenon of “The High Price of Owner-
ship.” He says that “as soon as we begin
thinking about giving up our valued posses-
sions, we are already mourning the loss.”

Ariely also teaches us that “ownership”
is not limited to material things. It can
also apply to points of view. Once we take
ownership of an idea, we have a tendency
to value it more highly than it is worth and
feel a loss when letting it go.

In economics and psychology, loss aver-
sion is an observed phenomenon where
the pain of loss is greater than the plea-
sure of equivalent gains. This asymmetry
is grounded in our evolutionary history.
Organisms that treat threats as more urgent
than opportunities have a better chance to
survive and reproduce.

So what does this mean for us as inves-
tors? How do we combat this bias?

As investors, it is important to practice
open mindedness and to seek ideas that
might break our investment thesis, rather
than searching for information that confirms
it. This practice of impartiality towards our
own ideas can help us more accurately eval-
uate an investment’s economic value rather
than its emotional value to us.

Chapter 9: Keeping Doors Open
“Keeping Doors Open” focuses on time
spent nurturing opportunities that might
distract us from our main goals. Ariely
explores the cost of keeping doors open in
a literal sense through an experiment called
“the door game.” In this game, participants
had the choice to stay in one room, or move
from one room to another. Participants often
chose the latter, even though the highest
payout and success would be achieved by
staying in one room. This experiment is
meant to illustrate our tendency to keep
doors open rather than staying focused on
achieving our objectives by sticking to just
one strategy—or to one room in this case.
Ariely compares this experiment to the
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predicament of one of his students who is
having trouble closing the door on an old
boyfriend. Even though she clearly likes her
new boyfriend better than the old one, she
can’t let the old relationship go.

Underlying each of these problems is the
issue of scarcity. When making decisions,
we have limited time and money. We are
often challenged—not by a lack of oppor-
tunities to spend our time and money, but
by an abundance of them. This is especially
true in investment markets where there are
hundreds of thousands of potential invest-
ments and an endless amount of research
that could be done on any given investment.
In a predictably irrational way, we often seek
to keep many opportunities open at the
expense of pursuing one strategy vigorously.
The fear of missing out overpowers gains
that might have come from being focused.

To combat this bias, we must appre-
ciate and harness the power of focus. In
an investment context, this might mean
narrowing the broad opportunity set of
over 2400 companies publicly listed on
the New York Stock Exchange to a more
manageable subset. This will allow for depth
of knowledge.

Ariely’s book helps investors realize that
in order to begin combating our behavioural
biases, we must first be aware of them. Aware-
ness of our own limitations requires humil-
ity and discipline—two key ingredients in
the investment process and in life itself. M

FURTHER READING:

Misbehaving: The Making of
Behavioral Economics
by Richard H. Thaler

The Little Book of Behavioral
Investing: How Not to Be Your Own
Worst Enemy

by James Montier

Thinking, Fast and Slow
by Daniel Kahneman
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A conversation with Irena Petkovic

By: Irena Petkovic & Robyn Ross

Irena is currently in her fourth year in the Queen’s University Commerce program, and serves as Chief
Strategy Officer of the Queen’s University Investment Counsel (QUIC), a student-run investment club
that manages part of the Queen’s University Endowment. At Queen’s, Irena spearheaded a Women’s
Investing Initiative to empower women to pursue careers in investing.

Upon graduation, Irena is excited to be joining Burgundy Asset Management in Toronto as an
Investment Analyst for the Canadian Small Cap Team. Irena spent her past two summers at Burgundy,
rotating between the Canadian Small Cap Team, the European Team, and the Canadian Large Cap Team.
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Robyn Ross: When was the first time
you thought about working in finance?

Irena Petkovic: I came into business
school mostly through a process of elimi-
nation: I didn’t like the rigidity of sciences,
but I still enjoyed math, so business seemed
like a good balance. My mother worked in a
finance firm, so the industry was introduced
to me that way, but I didn’t consider work-
ing in finance until I came to Commerce.
The two main streams were really finance or
consulting, both of which seemed extremely
abstract at the time, but I felt that finance
was a better balance of qualitative and
quantitative analysis, so I started joining

finance clubs. From there, it was almost
assumed that I would become an investment
banker, which seemed to be the only career
option available for people who wanted to
work in finance.

RR: How did you move from a broad
Jfocus on finance to a more targeted goal
of working in value investing?

IP: I was introduced to investing in first
year when I joined the Queen’s University
Investment Council, which is a student-run
club that invests a portion of the school’s
endowment. My main motivation in joining
the club was not to become a great inves-
tor, but to pursue an excellent learning
opportunity. I came to recognize that the

real opportunity in being a QUIC member
was learning about business and strategy.
I came to value investing very unin-
tentionally. I contacted Burgundy in my
second year—I knew there were a lot of
smart people there, and that they were true
value investors. I saw my summer intern-
ship as a learning opportunity, but never
considered it a career—it wasn’t until a few
weeks into my summer that I noticed how
much I looked forward to coming to work
every morning, and I really felt in my gut
that this was what I wanted to do.
What was the most alarming to me was
how anxious I felt about the prospect of

Being surrounded by investors who are masters in
their field can be intimidating. Sometimes during my
internship I would catch myself wondering if my peers
would value my ideas. What I've learned is that I can
control the effort and research I putinto my work. It’s
more productive to pursue better processes, higher
quality analyses and greater knowledge, and not spend
time wondering what other people think.

doing anything else. I started to seek out
opportunities for my next summer based on
what would allow me to return to Burgundy
one day. It took me a few weeks to realize
that if I knew that this is what [ wanted to
do right away, I should just ask.

This internship experience has come full
circle, in that now I've been able to use what
I have learned to augment QUICs invest-
ment philosophy and education program.

RR: What and who were the influences
in your life that have shaped your success
thus far?

IP: I owe a lot to my parents, who
instilled in me the conviction that learning
is not something that begins and ends in
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the classroom. They always urged me to go
beyond what was required, to understand
different perspectives and explore alterna-
tive strategies. Because of them, I came to
regard knowledge as a function of effort and
curiosity. I believed that I could learn about
anything, and actually enjoy the learning
process, not be stressed by it. I find invest-
ing enjoyable because it requires that same
combination of curiosity and drive to learn
—you're always asking, “Is this it How can
I look at this differently?”

They also taught me to work hard and be
humble through example. This really taught

me that “achievement” was not the result

D/

of things that happened to you or accom-
plishments, but rather a state of constant
self-improvement.

RR: What do you think are some barri-
ers for women entering finance?

IP: One is a lack of awareness, another
is the perception that women are inherently
“behind” or less capable when it comes to
studying or pursuing a career in finance.
From what I've seen, both misconceptions
start in university, if not earlier in their
education—well before women enter the
workforce.

Students often perceive finance as a
black box, an industry often characterized
(or mischaracterized) by media as rowdy,
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cut-throat and a boys’ club. That image may not be as off-putting
to young men looking at a career in finance, but it can certainly
be a deterrent to women.

RR: What has been your greatest lesson so far?

IP: There’s a Marcus Aurelius quote that summarizes it more
elegantly than I can: “Never let the future disturb you. You will
meet it, if you have to, with the same weapons of reason which
today arm you against the present.” It’s the idea that things will
work out in the end, not because of fate or destiny, but because
if it doesn’t you are capable of learning how to get better, and fix
it. This subtle shift has really allowed me to take more risks and
do things more wholeheartedly.

RR: What have you had to overcome?

IP: Being surrounded by investors who are masters in their field
can be intimidating. Sometimes during my internship I would
catch myself wondering if my peers would value my ideas. What
I've learned is that I can control the effort and research I put
into my work. I’s more productive to pursue better processes,
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higher quality analyses, and greater knowledge, and not spend
time wondering what other people think.

Choosing to work in asset management full time was also my
first experience in going against the crowd. It was the first time
that I had done something drastically different than my peers, and
it was very uncomfortable. I had to overcome the fear of being
different. I anchored myself in my own reasoning and analysis,
and the satisfaction I felt from my two summers at Burgundy.

RR: What advice do you have for young women as they
choose a career path?

IP: Do as much research and talk to as many people as you
can when making your choices. Be skeptical of conventional
wisdom. Have the courage to ask, “Is this really what I want?
Do I even understand enough about what this job is to know if
I want it?” and then have the courage to act on the answer. You
can root your courage in the fact that you've done your research,
and now you can be deliberate about your choices, even if those
mean going against the grain. M

Irena Petkovic
leading a seminar
during her
Queen’s University
Commerce course.
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How Muriel (“Mickie”) Siebert
paved the way for women

rguably one of the most influential
women in finance is the late great Muriel
(“Mickie”) Siebert. She became the first
woman to own a seat on the New York
Stock Exchange (NYSE) in 1967.

When Siebert arrived in New York City’s famed Financial
District in her twenties in 1954, she was rejected initially.
She remained steadfast and did not let her lack of experience
and incomplete accounting/business degree stop her from
re-applying. Not one to let the doors that closed in her
face affect her, Siebert eventually landed an entry-level
position as a research analyst—and that open door was
all she needed to start making major moves.

In 1967 after purchasing her seat on the NYSE, Siebert
formed the influential Muriel Siebert & Co., a discount
brokerage firm. In 1977, she became New York State’s
first woman Superintendent of Banking. She also held the
title of director of New York City’s Urban Development
Corporation and Job Development Authority from 1977
to 1982. In 1982, Siebert resigned to run for the U.S.
Senate. After losing the election, she returned to her own
company in 1983, serving as Chairman and President.

Siebert was inducted into the National Women’s Hall of
Fame in 1994, a well-earned honour. She passed away in
2013, but her legacy and legend will live on in the dreams,
goals, and successes of women in finance. M
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