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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.




EDITORS'LETTER

Welcome to

INERVA

July 25¢th at

Burgundy’s
2019 annual year-end dinner, we asked
our fellow Burgundians who have
contributed to Women of Burgundy
to stand up and be recognized. We
were humbled as we watched dozens
upon dozens rise. It was a celebration
of the good that can happen when like-
minded people rally around a cause that
matters. We are filled with gratitude for
all the support from our peers.

Five years after our launch in April
2014, Women of Burgundy continues
to inspire women to make investing
a priority. We are building a thriving
community, uniting women with a passion for learning.

In this issue, we share our May 23rd address given at Burgundy’s
Annual Forum. We position Women of Burgundy in the context
of historical, current and future trends for women and investing.

Katie Taylor’s conversation with Lisa Ritchie addresses capital
allocation. She draws on her experience as former CEO of the Four
Seasons Hotels & Resorts, and a member and Chair of multiple
boards, including that of the Royal Bank of Canada.

In “Invert, Always Invert,” Kate Mostowyk and Rachel Davies
explain three potential investment mistakes and strategies to

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

avoid them.

Our interview with Halina von dem
Hagen, Global Treasurer and Head
of Capital Management at Manulife
Financial Corporation, is a deep dive
into the key issue of risk management
in the insurance industry. Her sage
advice provides valuable lessons for
all investors.

In “NextGen,” Robyn Ross inter-
views Kevi Begolli, a member of
Burgundy’s fixed-income team. Kevi
shares her unconventional journey into
investing and her mindset for success.

Finally, our Milestones page remem-
bers Isabel Benham, famously known
as “Madame Railroad,” a nickname that celebrates Benham’s
history-making role as Wall Street’s first female railroad analyst.

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

%@D&M
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CONTRIBUTORS

ROBYN ROSS

Manager of Recruitment and
Development for Burgundy’'s
Investment Team. Robyn
leads Burgundy'’s internship
program, and she
spearheaded an outreach
initiative to inspire young
women to consider finance
as a career option.

VOICIES

behind
MINERVA

KATE MOSTOWYK

Investment Counsellor
for Burgundy’s Private
Client Team. Kate is a

champion of Women of
Burgundy’s mission.

RACHEL DAVIES

Investment Counsellor for
Burgundy’s Private Client
Team. Rachel recently moved
from Toronto to British
Columbia to open Burgundy’s
Vancouver office.

KEVI BEGOLLI

Analyst for Burgundy'’s Fixed
Income Team. Kevi is actively
involved in Burgundy'’s
outreach initiative to inspire
young women to consider a
career in finance.

Special thanks to Esther Hong, Burgundy’'s Compliance Officer, and
4 MINERVA ISSUE / 02 Elizabeth Andrews, Content Writer for Burgundy's Investment Team.



KATIE TAYL()R

key theme of our Women of Burgundy studies

has been capital allocation, the process by which

management allocates the financial resources

within a company. Some examples are paying

down debt, investing in research and develop-

ment, returning capital to shareholders in the form of dividends,

and making acquisitions. Capital allocation is an important topic

because an investor should be confident that the management of

investee companies are allocating capital in ways that are in the
best interest of its stakeholders.

In May of 2018, we were honoured to host an evening with Katie

By: Lisa Ritchie & Anne Maggisano

FEATURE

as

A

Taylor. As former CEO of Four Seasons Hotels & Resorts, Katie
was directly responsible for making capital allocation decisions.
Today, she evaluates management’s decision-making in her roles as
Chair of the Royal Bank of Canada, Altas Partners and Sick Kids
Foundation. She is also Vice-Chair of the Adecco Group, and a
director of Air Canada and the Canada Pension Plan Investment
Board. We recently sat down with Katie to catch up on her current
thinking. The highlights of our discussions follow.

Lisa Ritchie: In your experience at Four Seasons, what were
the key drivers of capital allocation decisions?

Katie Taylor: A little background: In 1989, I was a securities
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lawyer at Goodmans and a former colleague
called seeking a number two at Four Seasons.
I joined and became the number two in
the two-person law group, so, very glam-
ourous beginnings. At that time, we were
not what you now know Four Seasons to
be. We operated 23 hotels in Canada and
the U.S., and one hotel in London. In those
days, we were about half-management and
half-ownership of hotels.

The great real estate collapse of the early
1990s taught us some formidable lessons
about scarcity of capital. As you can imagine,
the ownership of hotels is incredibly capital
intense, whether that relates to servicing
them, refurbishing them, or building them
in the first place. The cost of a brand-new
Four Seasons Hotel is significant, and then
there is the additional cost of funding the
ongoing upkeep and improvements.

During the 1992 real estate crisis, two
things really came to the fore. First, there
was a general downturn in arrivals at hotels.
So, loss of some revenue and, in some cases,
serious financial pressure. At the same time,
the market experienced a collapse in real
estate values, which had a significant impact
on a lender’s ability to sit tight waiting for
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interest payments. All of this caused us to
sit back and rethink our business model.

We were a relatively small company,
maybe by then about 35 hotels; so, a small
enterprise trying to do many things with
scarce capital. It was at that point that we
made the decision to concentrate all of
our energy on the sweet spot of the busi-
ness, which was hotel management. The
skill of the Four Seasons leadership team
was not in the owning of the bricks and
mortar, but in the creation of the experi-
ence inside the walls. The process involved
transforming from a real estate company to
a brand-management, customer-experience
and talent-creation business. This required a
deliberate shift in how capital was invested
within the business. Third-party owners were
actively sought and secured for the hotels
we owned, thereby freeing up capital to
invest in elevating the hotel management
part of the business.

LR: So, this strategic business shift led
to a reallocation of capital, thus increas-
ing the probability of success.

KT: Absolutely. When we entered the U.S.
in the 1970s, for example, Four Seasons was
not the brand it is today. We had the Four

Katie Taylor
speaks with
Lisa Ritchie and
Micha Choi.

Seasons name on some hotels, but many
of the hotels had another primary brand,
like The Clift in San Francisco and the Ritz
Carlton in Chicago.

We came to realize that our strategy
around investing in people, systems, talent
development, customer experience and
innovation would set us apart from all of
the big brands—the Hiltons, the Marri-
otts and the Sheratons, who were leading
the field in the global hospitality market
at that time.

So, in the late 1990s, the decision was
made to double down on the Four Seasons
name. This resulted in a significant capi-
tal spend to rebrand a number of hotels
across the globe. We invested significantly
to acquire the rights to the Four Seasons
name in New York City, which enabled us
to brand the flagship Four Seasons Hotel
in midtown Manhattan. It was an invest-
ment that helped change the way people
thought about Four Seasons and a step
toward building critical mass under one
brand name.

LR: What factors did you consider in
deciding where to invest time and money
to develop new properties?



KT: In the hotel development business,
you can run around the world looking for
a needle in a haystack or you can be well
positioned when a key opportunity comes
up. An ideal hotel development partner
needs access to significant capital and they
need to control the land in a desirable
location in a city or a destination that can
support the long-term operation of a Four
Seasons hotel.

Sometimes we competed with Ritz Carl-
ton and with Park Hyatt and other big
brands, and in those cases, it was about
selling our proposition over theirs. Did
we win every time? No. Did we win most
of the time? Yes. That was a testament to

in hospitality in America and elsewhere
lost their jobs. In our business, it was the
confluence of two things: a huge economic
crisis combined with the political stigma
of being seen doing something that was
enjoyable and relatively expensive.

Youve heard about women who hid their
luxury purchases in brown unmarked bags.
The same thing was true with companies.
Some of our hotels saw over 25% drops
in revenue in a matter of weeks. So, you
can see how unbelievably devastating that
would have been. Within the first year or
two of that crisis, a number of hotels had
gone into the hands of special servicers*
because the loans for those hotels were

FEATURE

ership and making sure you have the best
people in the world doing smart things.
What our people and our leaders did
next was extraordinary. The local manage-
ment teams rose to the occasion, designing
new ways of thinking about running their
properties. Revenue was under pressure, so
there was only one way to get through it
and that was to manage costs effectively. No
idea was a bad idea, but there was a simple
test: is the customer experience the same
or better after the recommended change?
Our standard was that it couldn’t be worse.
I remember visiting one of our hotels
in California where the General Manager
made a point of introducing me to a young

What our people and our leaders did next was
extraordinary The local management teams rose
to the occasion, designing new ways of thinking
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about runnlng thelr propertles Revenue was under
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pressure, so there was only one way to get through
it and that was to manage costs effectively. No idea
was a bad idea, but there was a simple test: is the
customer experience the same or better?

the investments we had made in people, in
distribution systems, and in client and travel
agent care, all over many years.

LR: We can’t talk about capital alloca-
tion decisions in an economically sensi-
tive business such as hospitality without
asking about the 2007-2009 financial
crisis. How did you lead Four Seasons
through that time?

KT: I never want to live that again. In
fact, I never want anyone to live that again.
At the time, all the focus was on the crisis
in financial services, but the impact on
the hospitality industry was very signif-
icant. Many millions of people working

part of big, commercial, mortgage-backed
securities portfolios. All of a sudden, the
industry went from relationships with
long-term capital partners, people we'd all
known for decades, to talking to represen-
tatives of the lead lenders on properties that
were in distress.

Then it became a question of righting the
ship. Back to capital allocation and being
smart. Really scarce resources, depressed top
lines, very high fixed costs. The industry had
never seen a crisis this deep, this broad. We
all had experience with recessions, but we
didn’t have a roadmap for this one. Which
brings us right back to investing in lead-

*Special servicers: specialists in managing troubled commercial real estate loans

woman who had seven uniforms. Why
seven? Because they wanted to keep as many
people employed as possible, so this young
woman worked one day a week in the spa,
one day in landscaping and another day
in the Kids for All Seasons. It was a local
solution to a very big problem.

LR: Speaking of that time, you were
also on the Board of the Royal Bank
of Canada. Take us through what was
happening around the boardroom table.

KT: As we all know now, early signs
of the liquidity crisis first emerged in the
summer of 2007, but it was not until the

fall of 2008 that the U.S. had the first
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FEATURE

failure in Lehman Brothers. That triggered
a series of questions in board rooms around
the world: Can this happen here? What if
this happened here? Boards and manage-
ment were running through all the stress
analysis, assessing the level of interconnect-
edness and determining counterparty risks.

Canada didn’t have as much exposure
as the rest of the world to the subprime
marketplace and that wasn’t by happen-
stance. When you look at the way the Cana-
dian financial system is set up to operate
and the way management at all institutions
responded to the crisis, you see that all the
Canadian banks came through it extremely
well. Everybody had pockets of distress,
a little bit of tail risk here and there that
wasn’t expected. In the end, we all learned
so much as a result of that process. There
isn’ta boardroom in the industry that wasn't
fundamentally changed by the experience.

LR: Let’s switch gears a little. How
would you advise an individual to look
at their capital allocation?

KT: For most people, capital is a scarce
resource and not something we have in
endless supply. Like anything else in life, it’s
about setting priorities and continuing to
re-evaluate those priorities, not only against
the things youre interested in investing in
or supporting philanthropically, but also
against ongoing performance. How well
have those investments done? How well
has that charity been performing?

Performance in the world of investing is
usually pretty easy to assess because there
are absolute numbers and benchmarks. It’s
a bit harder to assess the impact of your
philanthropic investments, particularly if
they are directed to things like research.
We have scientists at Sick Kids Hospital
that are doing all kinds of research that
will only be commercialized beyond my
lifetime, but someday a life-changing cure
will come from that basic research. Think of
the people who first started to work on the
Genome Project. The scientific discoveries
that are built on the back of that decoding
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are transformative, resulting in both an
economic as well as a social return.
Setting priorities and evaluating perfor-
mance should be something that families
talk about. My husband and I are transpar-
ent with our children about the fact that

66

My experience
has been that
once one woman
does something,
others can see it
and then do it too.
Alot of women
say to me, “They
are only calling
me because they
need awoman.”
Of course, I say!
Virtually all of the
boards I serve on
sought me out, for
my global business
experience, yes,
but also because
I am awoman.

)

they lead a privileged life. It was important
to us to ground our children in the basics.
So, while we had the opportunity to stay
in really nice hotels as part of my role at
the Four Seasons, we talked about how that

wasn't the norm.

That led us to relatively early conversations
about how to think about the world. Our
children are very involved in philanthropy
in their own way. They've made a couple
of large gifts from the family foundation,
which involved making decisions on capital
allocation and execution. So, they actually
had to understand how the money was going
to be used. They are also involved in the
monitoring of performance. And then it’s
back to priority setting and scarce resource
allocation because there is never an infinite
amount of cash.

LR: You're a strong advocate for women
in business and women on boards. How
are we doing?

KT: There is no way to sugar-coat this:
we've been talking about parity for women in
the workforce since before I started working,
which is really a long time ago. If you look
at just the top of companies, whether it’s the
boards, whether it’s the senior management
teams, has there been progress? Yes. Has it
been at a glacial pace? Yes.

This is a big deal everywhere, but it’s a
bigger deal for places like Canada, where
we have such a small population and such
an underrepresentation of women in the
economy.

LR: And so many highly educated
women. ..

KT: Yes. We spend all this money on the
health, welfare and education of 50% of the
population, and somehow, they’re not liking
the options that are available to them in the
world of work. I think we need to do some
serious soul searching around what the fixes
are. There are very good policies in most
well-managed companies. And very good
oversight of HR in diversity and inclusion.
And most have done the right things when
it comes to family leave. But are we doing
enough? Probably not.

I always ask people, “What's going on at
your office that women don’t want to stay
and become the CEO? What's happening
in your business that 55% of your hires are



Four Seasons Hotel, Toronto.

female—that’s about the graduation rate out
of university—but they represent just 2%
of your executives? You have the policies,
you're talking the talk, probably walking the
walk, but somethings still not working.”
Maybe the problem is not process, maybe
it’s structural. Sometimes one little thing
can make a very big difference. Early morn-
ing meetings are really hard for women
with children. I didn’t generally schedule
a meeting before 8:30 a.m. when I was
running Four Seasons, because I had to
drive one of our kids to school. It was the
same thing at night. I would arrange to
leave a business dinner before dessert so I
could get home and tuck the kids in. Easy
to do when you are a senior-level woman,
so let’s think about things like that.
Here’s another small but bold idea: ask
every 30-year-old woman in your office
what two things you could change to
ensure that they stay forever. Sure, you'll
get hundreds of ideas, but what’s wrong
with that? You also might find out that
some of the things they suggest are pretty
straightforward and not difficult to do.
And then you will find that the women
will double down and triple down on the
business, and then do what I did and stay!

In March of this year, I co-authored an
op-ed for the Globe and Mail in which
I talked about how candidates typically
must have experience managing profit and
loss in a line of business before they will
even be considered for the CEO role. This
is a challenge because we see that many
women are disproportionately concen-
trated in human resources, marketing,
communications, finance and legal— even
at the executive level—and from this posi-
tion it is often a monumental task to be
considered for CEO. Women need to be
proactive in seeking out operational roles
all throughout their career so that the path
to the C-suite remains open.

LR: Can you share final thoughts on
getting more women on corporate boards?

KT: Change is finally in the air. Recently,
proxy advisors have put out guidelines
around promoting diversity. The big
investment managers, whether it’s CPPIB
(Canada Pension Plan Investment Board)
or others, now have guidelines around
diversity on boards. I think the interven-
tion of the institutional investors into this
dialogue around best practices and board
diversity will be a turning point.

I also think we understand perfectly

the social good of diverse teams, women
in the mix and non-gender diversity as a
driver of innovation and more. But we
also need to focus on the fact that there
is a soft “economic” issue here, where,
historically, boardroom representation
has been like a trading card. Think of it
like an invisible currency traded on an
invisible block chain. Fostering change
with people that have been part of that
network for over a generation is some-
times difficult to achieve. Term limits are
something people advocate for and lots
of people have age limits. But, it’s always
going to be more than that.

I was the first woman who did a lot of
things—not just Chair of RBC—and my
experience has been that once one woman
does something, others can see it and then
do it too. A lot of women say to me, “They
are only calling me because they need a
woman.” Of course, I say! Virtually all of
the boards I serve on sought me out, for
my global business experience, yes, but also
because I am a woman. And in all cases,
the number of women on these boards has
either been maintained or it continues to
increase. Women can push this agenda
forward. We just need to get to the table. M
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PERSPECTIVE

AFIVE-YEAR UPDATE

Anne Maggisano and Lisa Ritchie delivered the following speech
at the Burgundy Annual Forum on May 23, 2019.

married woman, a mother,

a grandmother, the CEO

of her family’s foundation.

Seeking the best thinking

around investing so that she

can prudently steward her family’s wealth
and make an impact on others less fortunate.
A young mother, 40 years of age. Educat-
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By: Anne Maggisano & Lisa Ritchie

ing herself and building her network of
advisors so that she is prepared for the
inevitable transfer of wealth to herself and
to her siblings.

A colleague, a husband, a father. Shar-
ing research reports with us on the status
of women and investing, supporting our
mission of inspiring women to make invest-

ing a priority.

A woman, recently widowed. Actively
seeking knowledge and engaging her trusted
legal and financial advisors so that she can
confidently take care of herself.

A colleague, a father, a chairman. Intro-
ducing us to senior women in business and
investing, the women who have blazed the




trail for us, and, in doing so, charted a course for generations
of women to follow.

A young woman in the investment industry. Seeking to
understand the social, cultural and historical norms that made
her falsely believe that investing was exclusively a man’s role.

What do all these individuals, each with their own unique
circumstances, have in common? They are all members of the
Women of Burgundy community. It may be hard to believe
from our modern-day vantage point that women’s ability to
independently grow wealth has been constrained by our past.
But let’s take a brief look at recent North American history.

It was not until 1977 that the Canadian Human Rights Act
introduced equal opportunity, ruling discrimination based
on gender, marital and family status illegal.! And until 1978,
women in the U.S. could legally be dismissed from their jobs
for becoming pregnant. This made having a family or building
wealth an either/or proposition. And prior to 1974 in the U.S.,
single, widowed or divorced women did not have access to credit.
No matter what their income was, they needed a co-signer, and
the banks would discount the value of the applicants’ wages
by as much as 50% when deciding how much credit to grant.”?
Although women could legally own property, and they had
access to the stock market by this time, the constraints around
the ability to earn income and to access credit made it unlikely
that women would be active investors. It normalized the idea
that investing should exclusively be a man’s role.

How far we have come since then! According to Credit
Suisse’s 2018 Global Wealth Report, women control C$95
trillion of financial assets, approximately 40% of the total.?
You may have seen the CIBC report released in March of this
year.* It outlined the fact that women in Canada control C$2.2
trillion of financial assets. That’s quite a lot of money. In fact,
it’s estimated that in 10 years, this number will be closer to
C$3.8 trillion.

We are on the cusp of an historical moment for women and
investing. Advances in the labour market are playing a huge
role. Women are entering higher-paying fields and starting their
own businesses, and their success rate is growing. We are seeing
the breakdown of the nuclear family, and women are choosing
to take their own lead in building wealth. Demographics also
play a huge part here. We know that, on average, women live
five years longer than men. And when it comes to taking care
of aging parents, it tends to be the daughter who takes the lead
role. That means she’s controlling the decisions around wealth
for her parents. Current data from Strategic Insight projects
that at some point in their lifetime, nine out of 10 women will
be the sole financial decision-maker in their families.’

This is where Women of Burgundy comes in, as a bridge

———

Top to bottom: Lisa Ritchie, Robert Sankey,
Richard Rooney and Anne Maggisano.
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Clockwise from above:
Tony Arrell, Mike
Sandrasagra, Sylvie
Methot and Ariel Lubecki;
Rachel Davies and Anne-
Mette de Place Filippini;
Robyn Ross; guests
gather in the atrium.
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between a past that need not define us and a future that is immi-
nently near. Women of Burgundy is preparing our women clients
to meet their futures, and we are doing so by creating the condi-
tions and the culture that will enable women to thrive and to reach
their full potential as investors.

What we are doing and what we are building is not the norm.
We have canvassed the Canadian landscape, and we are the first
investment firm to chart this path with this level of commitment.
We are choosing to nurture the women in our community because
the women we educate today will educate the women in their own
lives—their mothers, daughters, sisters, friends and communities—
and this will have ripple effects for generations. The women in our
community will also influence the men in their lives, their fathers,
sons, husbands and brothers, and, in doing so, reframe the narra-
tive around women’s roles and men’s roles as it relates to invest-
ing. Having women and men equally empowered around money
is good for society and good for all of us. That’s hard to dispute.

How are we doing our work? We are building a culture in which
women are active agents in their own learning about investing.
Wherever she is on her journey, whether she be a novice inves-
tor or a sophisticated investor, the women in our community are
engaging in our seminars, our book clubs, our keynote speaker
events, because they want to learn and they want access to the best
thinking around investing. This learning is coming from direct
contact with professionals. It is also coming from reading the



ideas of the investing greats of our time.

They are learning to exercise discernment,
to think for themselves, and, as such, are
becoming agents in their own financial
independence.

Women are also telling us that they
are participating in Women of Burgundy
because they value the safety and strength
that comes from community. One woman
told me that her growth has been accel-
erated because she is able to tap into the
knowledge, the skills and the life experi-
ences of other members of the commu-
nity. She also told me that she is building
her network now so that she will be more
resilient in the face of the inevitable chal-
lenges to come. She knows the Women of
Burgundy network is a resource that she
will be able to access when she can’t find
the answers herself.

Since our launch in April 2014,
Women of Burgundy has reached over
730 members, both women and men.
We have built a deep and strong commu-
nity of over 250 members who come to

our events regularly. Just last month, we
launched the first issue of Minerva, our
Women of Burgundy magazine. We did
this so we could accelerate our potential
impact to include 100% of our clients,
both women and men. Upon receiving a
copy of Minerva, a peer in our industry
wrote to us and commended Burgundy for
elevating the conversation around investing
from woman to woman. We couldn’t be
more thrilled with this response. As Sally
Ride, the first woman astronaut, teaches:
we can’t be what we can't see. By elevating
all the women in our community, both
Burgundians and our clients, we are acting
as role models for each other of how an
empowered woman thinks and behaves
when it comes to money and to investing.

The transformation we are seeing with
our women clients is being matched by an
equal transformation within Burgundy.
When Women of Burgundy was launched
in 2014, there were five female investment
professionals responsible for our private and
institutional clients. That represented about
35% of our team. That number has grown
to 10 and is now 42% of our 24-person
client-relationship team. And when we look
at the next generation, we are so excited
to see that we have seven young women
in training for more senior client-relation-
ship roles. As the women professionals at
Burgundy grow and succeed, they will
inevitably support and reinforce the growth
and development of our women clients.
The men at Burgundy are co-champions of
this growth and development. The result
is that our team is better able to access a
broad and diverse range of thinking, and
that will benefit all of our clients.

The work that we are doing with Women
of Burgundy is designed to support and
complement the work that is happening
one-on-one in our client meetings. These
meetings give us a front-seat perspective
on how our women clients invest. We want
to take some time to specifically address
some common myths around women and
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investing. These myths suggest that women
are more risk-averse than men; that only
men care about investment returns and
women less so; that only women require
being spoken to in a language that avoids
jargon. We strongly believe that these
ideas cause more harm than good for the
simple reason that they are not a true
reflection of our experiences as advisors.
They also completely miss the point. In
our experience, and from our observations,
both women and men care equally about
investing in a manner that aligns with their
long-term goals for their money, with the
associated risk and return considerations.

When we are devising an investment
strategy with our clients, our goal is always
to value the infinite uniqueness, the depth
and the complexity of each individual
person and to meet each individual on his
or her terms. Contrary to the idea that men
and women are different when it comes
to investing, we propose that there are
certain characteristics and qualities that
are common to successful investors. Qual-
ities like a contrarian mindset, long-term
thinking and a philosophical framework
for making decisions. These qualities can
be found equally in men and women. And
they can be nurtured equally in men and
women. That is to say, we believe nurture
more than nature will determine individ-
ual success as an investor. M
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OPTIMIZING CAPITAL

An Evening with Halina von dem Hagen

By: Anne Maggisano & Lisa Ritchie

In June 2019, Women of Burgundy hosted an interactive conversation with Halina von dem Hagen,
Global Treasurer and Head of Capital Management at Manulife Financial Corporation. Manulife

is the largest insurance company in Canada by market capitalization and a global leader, with
operations in the United States and Asia. Halina shared her fascinating journey from Poland to an
international and monetary economics doctorate at the University of Toronto, followed by a career
that includes senior leadership roles in Canada’s financial industry. In conversation with Halina,
an expert in managing global capital and liquidity for large and complex financial companies, we
learned about risk management, the role of regulators and long-term growth opportunities.
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Lisa Ritchie: You grew up in Poland,
but chose to leave home and immigrate
to Canada at a young age. Tell us about
your journey.

Halina von dem Hagen: I left Poland in
my early twenties to intern for six weeks at
a bank in Bologna, Italy. It was a difficult
time for Poland, still under communism
and martial law at that time. My internship
was extended to one year and the more I
stayed in the West, the more I appreciated
the taste of freedom. To put things into
context, | had a colleague who was arrested
in Poland for carrying “clandestine liter-
ature,” which was George Orwell’s 1984.

Because of the political instability in my
homeland, we had opportunities to immi-
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grate. There were five countries to choose
from: Australia and New Zealand were
too far, South Africa was still under Apart-
heid, and that left the U.S. and Canada.
I chose Canada.

This caused a big family debate between
my mother and grandmother. My father
was sick and I was his legal guardian. My
grandmother was adamant that I should
return. I was single and they could not help
me if anything happened to me in the West.
Her view was that, “We may be in misery,
but together,” to which my mother replied,
“If in misery, why together?” I think of this
lesson to this day because you can have two
people who care deeply about a cause or a
person and yet come to completely different
conclusions. It has made me empathetic
and open to a variety of views.

A second lesson came from my mother,
who very much wanted me to return home.
But citing love greater than motherly love,
she told me to go: “You can always come
back.”

All of us have a multitude of roles that
we play in each other’s lives. We are parents.
We are children. We are siblings. We are
bosses. We are leaders. We are colleagues.
And yet, in each of these roles there is
also a person. The ability to see the needs
of that person, as my mom did in such a
heroic way, impressed me tremendously,
and gave me courage, a sense of security
and the drive to go and see what happens.

Lisa Ritchie: Once in Canada you
earned your PhD in economics. How has

Economics taught me that capital is a scarce
resource that you never have enough of. It’s the
same with your own money: you never have enough.
Notin the sense of greed, but in the sense of
optimizing what you have toward multiple uses.

that background helped you in capital
management and treasury at Manulife?

Halina von dem Hagen: I am a big
believer in the benefits of studying econom-
ics, whether or not you go into finance. It
teaches you about how the economy works
and how money moves. But there is more
to it. It is all about modelling and stating
your assumptions very clearly. Let’s assume
there is perfect competition. Let’s assume
there is monopoly. You need to be very
rigorous about your starting point and
what you are assuming because very often
in politics, and in life, we debate conclu-
sions. And yet, it’s very important to be
clear on what we are assuming as a starting
point because the rest is logic.

The second lesson that I find very valu-
able about economics is that it teaches
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you flexibility to shed your assumptions
in a non-emotional way. There is nothing
emotional about whether it’s a monopoly
or perfect competition, or how you want
to model things. There may be different
worlds functioning differently in different
markets. Philosophy teaches a similar way
of thinking, but in philosophy we tend
to be invested emotionally about certain
fundamental assumptions, whereas nobody
is emotionally invested in economics.
'This way of thinking reflects how I think
about capital management, about which I
am very passionate. To me, capital manage-
ment is a window through which I see the
whole company, and, in fact, the indus-
try. You have to understand the business

D/

on and off the balance sheet. You have to
understand accounting and taxation, the
laws and the regulatory framework. It’s a
multi-faceted optimization against many
constraints. Economics taught me that
capital is a scarce resource that you never
have enough of. It’s the same with your own
money: you never have enough. Not in the
sense of greed, but in the sense of optimiz-
ing what you have toward multiple uses.
People often ask me if one needs a doctor-
ate to do my job. It depends. In a technical
sense, no, because I could have studied
finance or many other subjects to end up
where I am. But research gives you the
confidence to ask questions, even when
you don’t fully understand the question.
I¢s this famous search for the elephant—if
somebody touches the trunk, they think it’s
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a snake. If they touch the body, they think
it’s a warthog. Nobody sees the elephant
until they are ready to ask, “What is this?”
You reconcile all those apprehensions or
misgivings to crystalize the question. It may
be a very different question from where
you started. I think independent research
gives you this trust and confidence in the
process. If you are open-minded and you
start your journey, you will land somewhere
useful, despite not necessarily knowing
where you are heading right away.

Lisa Ritchie: In your capacity as head
of global capital management, regulators
play avery large role. They are critical for
the business, for society and for a stable
financial system. How do you approach
this relationship?

Halina von dem Hagen: I have a
constructive relationship with regulators.
They are very well-intentioned people who
try to keep our system stable, who seek to
ensure that we deliver on all the promises
we've made. But at the same time, they
may not know our business as well as we
do—particularly the risks, but also the
consequences of certain decisions.

I see it as my responsibility to engage in
dialogue with Canadian and international
regulators. I worked for 12 years at the
Royal Bank of Canada, where I was the
head of capital, globally, for my last three
years there. Then I came to Manulife to
build the capital management function. I
appreciate the critical differences between
the banking and the insurance industries.

This critical difference is in the time
horizon. Banking is much shorter-term.
To appreciate this, imagine a situation in
which there’s a run on the bank when every-
body withdraws their money. Short-term
liquidity is critical for a bank. In contrast,
the insurance business is truly long-term.
We make promises that we will support
you 30, 40 years from now, should you
become ill. We make promises to your
descendants that, should anything happen,
we will pay under the insurance policies
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you purchased. These are two different
businesses with different time horizons,
so they will invest differently.

You can imagine this in your own lives.
If I told you to assume that you will pass
away tomorrow, or a week from now, or a
year from now;, or 10 years from now, or 30
years from now, you would behave differ-
ently tomorrow, a week from now, a year
from now. You would certainly make very
different investment decisions, depending
on the time horizon.

I find, as an economist, that the trend in
mark-to-market accounting treats all busi-
nesses as if they could be traded tomorrow.
This may be true for banking, but it does
not align with the fundamental long-term
economics of the insurance business. If
there is a run on the insurance company,
normally nothing would happen. Mark-to-
market reporting requirements introduce
a lot of volatility into the reported results
of insurance companies.

There are implications. Global insurers
have been withdrawing from offering long-
term products and scaling down long-term
investments. I think from a public policy
perspective and in terms of societal needs
(especially for aging societies, globally), it
is important to engage in critical dialogue
with the regulators on this issue.

Lisa Ritchie: Mark-to-market, just to
put it into context, means valuing capi-
tal assets every day, basically, and check-
ing this against regulatory capital ratio
requirements. If there is a rough quarter
in the capital markets, even though the
liability might be 30 years from now, it’s
recorded as a “loss.” A really significant
example of volatility was the 2007-2009
[financial crisis. What happened and what
were the lessons learned?

Halina von dem Hagen: I consider
myself lucky because I joined Manulife in
January 2007. 1 had 18 months to learn the
ropes and then it all started. The first thing
I would say is that in no way was there any
shortage of cash liquidity. Manulife, as is

true of all insurance companies, generates
strong cash inflows. We have $20 billion
and more of investible money that comes

in every year.

What the company realized very clearly
during the financial crisis is the impact of
volatility. We offered long-term segregated
fund guarantees that were tied to equity
markets. With the drop of equity markets,
our reported liabilities for those guaran-
tees increased on paper significantly, thus
reducing our reported earnings and regu-
latory capital. But those reported liabilities
were for obligations to be paid in 30 to 40
years. We learned that, although we are
in a long-term business, we are subject to
quarterly disclosures of our earnings and
of our reported regulatory capital. And
the prevailing markets introduce tangible
signals to which analysts, regulators and
investors react. Hence, we cannot ignore
the environment in which we operate.

Eventually, economics wins. But in the



insurance industry, it may take quite a few decades to materi-
alize, so that sensitivity to the regulations, disclosures and the
commercial side of reporting must be considered. We learned
this lesson very harshly; today, the company has a hedging
program that provides significantly more stability than was
the case a decade ago.

Lisa Ritchie: You are in a business that has fixed liabili-
ties—some due very soon, some that are five-, 10-year liabil-
ities. How are you protecting the policy holders, the business
and the shareholders in your investment strategy?

Halina von dem Hagen: This should give comfort to everyone
in this room. We don’t take material risks with equity markets
or non-fixed-income assets with what we consider short-term
horizons. For context, in the insurance business, five years is
actually short-term.

We are fully matched in terms of fixed-income instruments
for the first 10 to 20 years of what we think we will owe you and
creditors. And the company is very disciplined when it comes
to the credit quality of fixed-income assets. Why 10 to 20 years?
First, prudence, but also pragmatism. The markets, especially
in North America, are quite deep—in 10-year fixed-income
in particular. You have 10-year durations and then you have
longer government offerings as well.
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One might ask, “What assets would you
hold against those longer-term cash flows,
20 years and longer?” Many decades ago,
the company decided to specialize in a
well-diversified portfolio of non-fixed-in-
come assets.

Some of these are just pure public equi-
ties, around 6% of our total $360 billion
or so invested assets, and 10% is alter-
native long-duration assets, such as real
estate, infrastructure, utilities, agriculture
and timberland. The assets are well-diver-
sified by industry and by geography, and
they carried us extremely well through the
financial crisis. In addition to financially
holding those assets, we own and operate
the underlying businesses. This is based on
the philosophy that we should buy what we
know and know what we buy. We operate
our buildings. We are the biggest institu-
tional manager of timberland in the world.
The competency is so high and the returns
are so attractive that we started constructing
third-party fund offerings based on those
assets. They perform very well, but there
is volatility in our reported results, which,
at this point, given the magnitudes, we are
prepared to accept.

Lisa Ritchie: Let’s expand on your
responsibility for capital allocation. How
do you make decisions when competing
business lines come to you and say, “This
is the best investment to grow the business
for shareholders”?

Halina von dem Hagen: Shareholders
are very important. We use a similar frame-
work to what one would use for evaluating
investments. Namely, return on equity
(ROE) numbers—both for shorter-term
and longer-term strategic opportunities.
It is our business in Asia and in wealth
and asset management that are among the
highest ROE businesses for Manulife and
the two main pillars of Manulife’s strategy
to accelerate growth. We still have a large
business in North America and we will
continue to operate in both Canada and
the United States.
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We are also very innovative when it
comes to behavioural economics and we
try to offer insurance that engages policy
holders and promotes healthy lifestyles.
As an insurance company, we are invested,
philosophically and commercially, in the
well-being of our policy holders, in making
sure you stay healthy and live much longer.

Lisa Ritchie: You recently returned
Jfrom a trip to various countries in Asia.
What are you seeing on the ground there?
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This 1s
based
on the
philosophy
that we
should buy
what we
know and
know what
we buy.
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Halina von dem Hagen: I don’t think
many people appreciate how global Manu-
life is. We are the third largest Pan-Asian
insurance company in the world. A decade

ago, when [ first came to visit our Hong
Kong operations, I was looking for the
address to the Manulife office and the cab
driver already knew where to go. When you
see the skyline around Victoria Harbour,

the Manulife building is right there.

We operate in 12 jurisdictions in Asia.
Around one-third of our earnings come
from Asia and three-quarters of our insur-
ance sales are in Asia. We are quite big
in a number of markets. It’s really a very
balanced and diversified Asia story. We are
very keen on Asia because the ROE is high
and it has been high for a number of years.

What is unique about Asia is the emer-
gence of the middle class and the high
demand for life insurance policies, prod-
ucts and services that is growing with it.
While the competition is intense, the fields
also keep expanding. In general, we have
not experienced the need to compete on
pricing in Asia. We compete on quality
and how you get the customer.

Historically, the levels of income in many
of those countries have been quite low.
When you don’t have money, you have to
live with the risks. But the moment you
have some money, you want to make sure
that your children are okay, that your
parents are okay, that you can withstand an
economic disaster. That's why the emerging
middle class is increasing the demand for
insurance products even faster than you
would expect. People want to make sure
that they provide for their loved ones and
for themselves. One of our very popu-
lar products in Vietnam was designed to
provide for your parents because this was
a generation of the war that didn’t have
opportunities and didn’t save. As much as
it’s about looking forward, it’s also about
looking to the generation behind.

Asia is “on fire.” I heard this statistic that
the household wealth in Asia is going to
double between 2015 and 2025, reaching
$120 trillion. North American household
wealth is predicted to reach $95 trillion
over the same period. We are looking at a
region of tremendous opportunities and
continually delivering on the potential.
I believe every young and adventurous
person should spend at least five years in
Asia because this is where the future is



Top to bottom: Halina von dem Hagen; Meghan Moore
and Sarah MacNicol; Julie Cordeiro.
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being built. I come back so energized by the opportu-
nities in the region.

Lisa Ritchie: Let’s pivot to talk about women in
business. I'm wondering about your experience and
what you’re seeing in the landscape now. How are
we doing?

Halina von dem Hagen: I have to say that I have
been either lucky or oblivious because I have not
encountered the glass ceiling directly. However, I do
have a few observations, as a working mother.

The first is cultural. I have often witnessed what I
call “benevolent bias.” “Lets not ask Suzy, she just had
a child. She would never take this assignment.” “No,
Halina would never go on this trip. She just got married.”
It may be about showing kindness and not applying
pressure, but it is a bias nevertheless. Being sensitive
to this and making sure that women are offered the
same opportunities as men is important. They should
have the right to decide for themselves.

The second is flexible work arrangements, which I
view as critical. Think of the practical aspects: Who
picks up the child from daycare when they call and say
the boy has a fever? Who usually goes to see the teacher
at school? Who does the driving to the basketball game?
And of course, we all have our own interest and hobbies
for which we need time. Thankfully, technology is very
helpful. It allows us to juggle.

I personally don’t like the term work-life balance,
because it positions work and life as a dichotomy. I prefer
to think of it as managing the wholeness. It makes it
easier psychologically. We live full lives from different
angles, so it’s important to give flexibility to both men
and women. We and our partners are in it together.

I also believe that the so-called emancipation or
liberation of women is actually liberating for men as
well. The stereotypes about men only wanting to work
are not true. They are fathers, they are husbands, they
have their own hobbies. Achieving balance is a win-win
for everyone.

We have seen more progress in achieving equality
than ever before, so it’s necessary to be vigilant in main-
taining those equal rights. I recently concluded that
I am in favour of quotas. I was timid to say so at first
because it sounded so rigid and bureaucratic, but then
I heard Christine Lagarde, Chief of the International
Monetary Fund, say that she also likes quotas. It’s one
way of making sure that equality and equal access are
always on the table and continually measured. M
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INVERT,
INVERT

By: Rachel Davies and Kate Mostowyk

he past 30 years have truly

been a spectacular period

to be invested in stocks. A

US$10,000 investment in

the S&P 500 Index at the
end of 1988 would have grown to just
under US$173,000 by the end 0f 2018—a
17-fold increase achieved simply by buying
and holding (Figure 1).

Yet many studies have shown that we
struggle to capture the full benefit of these
types of opportunities to compound our
capital. According to research by Morn-
ingstar, the portfolio of the average Cana-
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dian routinely lags the performance of the
strategy they have invested in. This lag can
range from 1% to 1.5% per year. This may
not sound material, but over long periods
of time, the difference can be significant.
If we apply an annual performance lag of
1.5% to each of the 30 years mentioned
above for the S&P 500 Index, the initial
US$10,000 investment would be worth just
US$111,000, a full 36% less on a cumula-
tive basis. (Figure 2).

Mental Model: Inversion
The obvious question is, why does this

Growth of $10,000 Over 30 Years

S&P 500 Index

$172,993

FIGURE 1
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Data sourced from FactSet in U.S. Dollars from Dec.

, 1988, to Dec. 31 2018

gap exist?

To answer this question, we propose using
a problem-solving framework called inver-
sion. The theory behind this approach is
that it is not enough to think about difficult
problems one way. If we want to improve
our understanding of a problem, we need
to think about it forwards AND backwards.

As an example, if we want to increase the
growth of our portfolio, thinking forward,
we may seek out all the investment tools
and approaches that promise high poten-
tial returns.

If we look at it through an inversion
lens, we would think of all the factors that
might hurt our performance. Ideally, we
would avoid these.

Applying this framework to investing was
made famous by Charlie Munger, Warren
Buffetts long-time business partner at Berk-
shire Hathaway. At age 95, Charlie has a
wealth of experience and says he spends less
time trying to be brilliant and more time
trying to avoid obvious mistakes. This seems
to be a reasonable objective for all of us.

With this in mind, we present three
common investment mistakes and our
recommendations for avoiding them.

Mistake #1: Not Doing Your Homework
From time to time, a new product or busi-
ness emerges that captures the imagination
of investors. It may even become the latest
hot investment tip in office discussions or at



dinner parties. Enamoured by the potential
of a new opportunity and driven by the fear
of missing out, people may allocate their
savings to it, regardless of value.

It is curious that human beings will often
act on investment tips without doing much
research. Conversely, if we buy a new car or
appliance, we often spend hours researching
its features, reading reviews and comparing
prices. We usually decide based on quality
and value. In contrast, in the investment
world, we are often willing to act simply
on the word of someone else, or because
the price is trending upwards.

Consider the example of Bitcoin, which
captured the imagination of investors in
early 2017. The price of Bitcoin increased
from roughly US$1,000 to US$16,000 by
the end of 2017.

Bitcoin is a form of digital currency that
was supposedly created by an unidentified
person or group that goes by the name of
Satoshi Nakamoto. Bitcoins are awarded to
computers that are the first to solve a limited
number of challenging math problems. The
main excitement about Bitcoin is based on
the idea that it offers the potential to revo-
lutionize the way we transact.

How can an investor value Bitcoin? It is
not a business with income, dividends or
tangible assets. Could we assess Bitcoin like
a currency? Bitcoins are not attached to a
national economy. They are not stabilized
by a central bank. And in late 2017, some
governments were banning the use of them.
If no one accepts Bitcoin as payment, would
its intrinsic value be zero?

By early 2018, the price of Bitcoin had
dropped significantly. We believe a lack of
investor confidence in how to value Bitcoin
meant that there were too few investors
willing to stabilize the price when vola-
tility arose.

This may seem like an extreme exam-
ple, but we have seen this behaviour play
out time and again. Many will recall the
dot-com boom in the late 1990s, when
Internet start-ups received sky-high prices

despite many of them having no earnings
or realistic business plans.

Conducting research helps us understand
our investment on a fundamental level.
Having a good understanding of the busi-
ness in which we are considering investing
helps us to remain level-headed in the face
of irrational investor behaviour.

How do we avoid the mistake of irra-
tional investing?

Our recommendation: First, do your
homework. Know what you are buying.
There are no shortcuts. Second, be selective.

FUNDAMENTALS

mark down thousands of products over
one weekend at the end of November. As
a consumer, if you can purchase gifts at a
lower price, why wouldn’t you do all your
shopping when there are deep discounts?
Economics 101 teaches us that when prices
are low, demand grows, and as prices rise,
demand declines. In short, people are gener-
ally motivated to purchase items when they
are discounted, and sell or refrain from
buying them when they believe they are
fully or over-valued.

Unfortunately, this approach doesn’t
always hold true in the investment world.

Return Gap Due to Investor Behavior
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Growth of $10,000 Invested in the S&P 500 Index over 30 Years

~$62,000 less

$110,675

S&P 500 Index

Less Annual Return Lag of 1.5%

FIGURE 2 Data sourced from FactSet in U.S. Dollars as of Dec. 31, 2018

A framework suggested by Warren Buffett
is to imagine you have a punch card with
only 20 investing slots in it. Those 20 slots
represent all the investments you can make
in your lifetime. Under these rules, you
would be limited to a finite set of opportu-
nities and may be more compelled to think
carefully about every investment you make.

Mistake #2: Buy High, Sell Low
Let’s set the stage by considering the success
of Black Friday shopping. With the Christ-
mas shopping season approaching, retailers

It can actually be quite the opposite. High
prices often attract investors, leading to
higher demand, while low prices seem to
scare people away.

Rational thinking would have us apply
what we do on Black Friday to how we
purchase stocks. Ideally, we buy stocks when
we perceive that they are undervalued. We
believe doing so increases our potential
to achieve an attractive long-term return
on investment. This is because we expect
market prices to move upward to reflect the
fundamentals of the underlying business.
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While this might sound simple in theory,
it is difficult in practice. Our brains are
wired to be fearful of market declines and
to be comfortable when markets advance.
In difficult periods, be mindful of Warren
Buffett’s advice to “be greedy when others are
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The goal of market timing is to be fully
invested when markets are rising and safely
out of them just before they begin to decline.
To do this successfully, one has to be able
to predict which way the stock market is
going to move in the very short term. To

“THE EASY MONEY HAS BEEN MADE”

S&P 500 Index

CNBC

Morningstar
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FIGURE 3 Source: Morgan Housel; data sourced from FactSet in U.S. dollars from Mar. 09, 2009 to Feb. 28, 2019

fearful, and fearful when others are greedy.”

How do we avoid the mistake of buying
high, selling low?

Our recommendation: When you expe-
rience volatility in the markets, train your
brain to consider whether anything has
changed in the fundamentals of the compa-
nies in which you are invested or interested.
Lower prices may mean good stocks are
on sale.

Don’t panic in silence. If you are uncom-
fortable, discuss the news and market devel-
opments with a trusted advisor. Having a
discussion with persons who can provide an
objective and perhaps an experienced view
will decrease the chances of jumping into
or out of investments based on emotion.

Mistake #3: Trying to Time the Market
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make this prediction, people often rely
on assessments of the economy, political
developments, price charts or simply gut
feel. A key challenge, however, is that our
24-hour global news feed generally sparks
pessimism, which means it is not hard to
find reasons to sell your stocks.

As an example, let’s look at a graph of
the S&P 500 Index over the past market
cycle, which began after the global financial
crisis of 2007-2009. This cycle has been
one of the longest recorded periods of stock
market advances and a truly spectacular
time to be invested. Paradoxically, finan-
cial experts were frequently quoted in the
media as saying, “The easy money has been
made”—suggesting that your investments
had done very well and that it was likely a
good time to sell (Figure 3). In 2010, we
had the Eurozone crisis and concerns that

a number of European countries could not
pay their debt. In 2011, the U.S. breached
its debt ceiling and, as a result, U.S. govern-
ment bonds were downgraded. In 2016, we
had the beginning of Brexit.

With the benefit of hindsight, we can
see that staying invested for the long-term
was the right approach during these vola-
tile times.

Complex, Adaptive Systems
Why is it difficult to forecast short-term
market outcomes? It is because markets are
complex, adaptive systems that are funda-
mentally unpredictable.

Complex, adaptive systems are ones in
which a perfect understanding of the indi-
vidual parts does not automatically convey a
perfect understanding of the whole system’s
behaviour.

To illustrate, let us use the example of
a traffic jam. Picture driving along a main
highway when, abruptly, traffic slows ahead
of you. You immediately slow down and
so do those behind you. Within minutes,
there is a traffic jam, causing agitation to
many. The next group of drivers, a bit
further behind, are alerted by their GPS
systems to the traffic jam ahead and some
divert to an alternate route. Before long,
this alternate road is also jammed. There
is a third group of drivers, much further
behind. Do individuals in this third group
choose to continue on the main highway
or take their nearest exit? What do they
think the other drivers are going to do?
The actions of that third group of drivers
are very difficult to predict.

Stock markets are similar. The behaviour
of the system as a whole is difficult to
predict because participants in the market
are constantly acting based on their own
set of objectives and predictions. The resul-
tant interactions are generally impossible
to foresee.

The cost of market timing
To time the market accurately, you need to



know exactly when to sell but also exactly
when to buy back in. The challenge is that
significant market gains are often concen-
trated in just a few trading days each cycle.
If you sell out of stocks in anticipation of
a decline, you may miss some of the best
performing days.

Clockwise from left: Rachel
Davies; Micha Choi; Lisa Ritchie,
Kate Mostowyk, Rachel Davies,
and Anne Maggisano.

If you had invested in the S&P 500 Index
for the last 30 years and done nothing else,
your investment would have increased over
17-fold. Alternatively, if you had tried to
time the market, selling your stock invest-
ments when you believed a decline was
imminent, you might have missed some of

The Problem with Market Timing: Missing the Best Days
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I

Fully Invested

Less 30 Days with Biggest Gains

FIGURE 4 Data sourced from FactSet in U.S. Dollars as of Dec. 31, 2018

the best performing days of that period. If
you missed just the 30 best trading days—
the equivalent of one day per year—it would
have cost you 80% of your gains, cumula-
tively (Figure 4).

How do we avoid the mistake of trying

to time the market?
Our recommendation: Recognize that
predictions about the market are, at best,
educated guesses; investors should ignore
them.

Accept that volatility will happen. Have
an investment strategy that you can stick
to in all market conditions.

In the words of Nobel Laureate Eugene
Fama, “Your money is like a bar of soap.
The more you handle it, the less you'll have.”

Sometimes, doing nothing is the best
thing. It may seem counter-intuitive to do
nothing, but applying an inversion lens will
often determine this to be the best strategy
for an investor, particularly one who applies
value principals. Investing is a long-term
endeavor and, like many things in life,
requires patience.

Invert, always invert. M
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A conversation with Kevi Begolli

By: Robyn Ross & Kevi Begolli

Kevi Begolli joined Burgundy Asset Management (Finance and Economics) at the University of

in 2017 as an Investment Analyst with a focus on  Toronto’s Rotman School of Management. She is
high-yield fixed income. She came to Burgundy  a Chartered Financial Analyst Level 3 candidate.
after gaining valuable credit analysis experience  She is actively involved in Burgundy’'s outreach
at two other industry firms. initiative to inspire young women to consider

Kevi earned a Bachelor of Commerce degree  finance as a career option.
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Robyn Ross: You made the bold decision
to leave your home country of Albania
and immigrate to Canada by yourself.
What motivated your decision?

Kevi Begolli: I was 16 and interested
in pursuing a business degree. I was evalu-
ating universities in Europe and closer to
home when family friends recommended
that I look into the business program at the
University of Toronto. I was impressed with
its reputation for high-quality education
and believed studying there would pave the
way for great future opportunities. Setting
my fears aside, I moved to Canada one year
early to get acquainted with the curriculum
and the university application process.

RR: What are some of the main chal-
lenges you encountered and observations

you made in your early days in Canada?

KB: The first day of high school in Canada
was very exciting, but I was also anxious
about failing or not fitting in. I fele I was
behind in every subject. I asked myself,
“What's the worst that can happen?” In the
worst-case scenario, I could return home
and evaluate new study and career options.
I knew that defeat was always a possibility,
that there were no guarantees and thatall I
could do was try my best. 'm grateful for
this experience as I've learned that, despite
challenges, if you have the right attitude, you
will emerge stronger and smarter. Coming
from outside of North America, I also had
an open mind about business opportunities.
When I talk to young women here, I find
them often opting out of Finance because
they grew up with a perception that the

industry may not be female-friendly. 1
had none of these stereotypes blocking my
career view when I started my Bachelor of
Commerce degree.

RR: Many business school students
choose strategy consulting or investment
banking, but you chose a different path.
Why did you decide to focus on finance,
and on fixed income in particular?

KB: [ was at the Rotman School of
Management during the period immedi-
ately following the Great Financial Crisis,
so naturally there was a lot of emphasis on
the role and consequences of debt in the
economy. It wasn’t until my final year at
Rotman that I took my first Fixed Income
Securities course. I found it fascinating. The
professor had spent most of her career in

You don’t need to know exactly what the end
game 1s; it's important to have a positive attitude,
enjoy the learning process, research your
choices and be open to opportunities. You are
more in control than you think.

corporate bond origination and had worked
with many businesses to help them borrow
money in the Canadian market. She brought
debt documents issued by various compa-
nies for us to analyze in class and taught
us how to understand a company’s motives
for raising debt. This sparked my interest in
learning more about credit analysis.

Though I didn’t know where this would
lead in terms of long-term career prospects, I
thought it would provide me with a unique
skillset that I could leverage throughout
my career.

RR: What does a Credit Analyst do?

KB: Businesses constantly borrow money
from investors to fund their operations.
From the point of view of those investors,
credit analysis is crucial to understanding
and assessing the risk/return proposition.

NEXTGEN

An important part of my job is to under-
stand the robustness of a business and evalu-
ate the downside risks. I need to understand
what can go wrong and analyze the worst-
case scenarios. I try to avoid complacency
in my thinking by secking out opposite
arguments and views. I look for companies
that possess a safety margin to survive future
adverse events as well as a strong ability to
pay their current and future debt obligations.
To do this, I am constantly challenged to
understand businesses and industry shifts.

RR: What is your advice for young
women interested in Finance?

KB: I advise young women to open their
minds to many opportunities, and to explore
and discover for themselves what career path
might be right for them. The opportunities

in capital markets are broad, and gaining
experience through co-ops and internships
will help them better understand the choices
available. Variety of experience is valuable.
Even a few months spent on a different side
of the street will give you insights that will
help make you a better investor.

I always learn the most when I step
outside of my comfort zone. In general, my
journey has been unconventional relative
to family and social norms, but I was able
to find my way. You don’t need to know
exactly what the end game is; it’s import-
ant to have a positive attitude, enjoy the
learning process, research your choices and
be open to opportunities. You are more in
control than you think.

RR: How do you define success?

KB: Success for me means working to
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NEXTGEN

reach my full potential. I believe that you need to be internally
motivated to improve and to achieve success. I am fortunate to
be in a job that is intellectually stimulating and ever-changing,
and where I am always learning. I work with people who inspire
me every day and push me forward. I need to be creative and
resourceful in collecting and interpreting information and form-
ing conclusions in my role as a credit analyst. This draws on both
left-brain and right-brain thinking and allows for continuous
self-improvement.

RR: What have been the constant influences in your life that
have shaped you into the person you are today?

KB: My family has been the most important force in my life.
They instilled in me discipline and passion for continuous learn-
ing and improvement. They worked hard for me to be able to
receive a good education and taught me to have a positive atti-
tude towards life. Their own journeys, their teachings and their
trust in me are my biggest motivators.

I was independent from an early age and as I matured I discov-
ered that overcoming the fear of uncertainty has helped me grow.
I remind myself constantly to stop thinking about how to prevent
failure and to remain open to opportunities. I try to surround
myself with role models and mentors that hold me accountable,

26 MINERVA ISSUE / 02

believe in me and push me outside of my comfort zone. Long-
term thinking, patience and perseverance are approaches I use
to help me overcome the fear of failing.

RR: What has been your biggest life lesson?

KB: My biggest life lesson has been to follow my own path.
Everyone has a unique way of engaging with the world. Trying to
simply follow someone else’s path or comparing myself to others’
success has been counterproductive. Setting my own priorities
and my own direction has helped me learn and improve. It helped
me stay focused and discover a career that is fulfilling for me.

RR: What does the future of women working in Finance
look like to you?

KB: I am very optimistic about the future of women in Finance,
particularly in investing. Women are very under-represented in
wealth management, but I believe that the industry understands
that there is a problem and is taking steps in the right direction.
Education and role models are crucial to attracting and retaining
women in the industry. It’s up to the asset management industry
as a whole to act with this long-term mindset, to break down
unconscious bias, and to educate and develop women. As the
industry’s environment and attitude changes, I am confident
that more young women will be drawn to careers in investing. M




Photograph courtesy of the Museum of American Finance

Remembering

MILESTONES

MADAME BAILROAD

How Isabel Benham paved the way for women

1964, at the
annual general
meeting of Great
Northern Rail-
way, President John M. Budd singled
out Isabel Benham as a “careful and
thorough student of railroads.”" It
was a testament to her reputation and
credibility as a top railway analyst,
a position she earned after years
of studying Moody’s rail manuals,
reading annual reports, meeting with
institutional investors, and riding
the rails to perform on-the-ground
railroad inspections. The depth of
her knowledge of the U.S. railway
industry ultimately earned her the
nickname “Madame Railroad.”

Benham was born on August 4, 1909, in New York State®. She
attended Bryn Mawr College, a women’s liberal arts college, where
she indicated her interest in working on Wall Street. The Dean
suggested she pursue a secretarial path but Benham persisted. She
lobbied the school successfully to provide her with an economics
education and became one of five women to graduate with an
economics degree in 1931. With the help of her father, a Presby-
terian minister, she enrolled in a six-month course on selling bonds
run by Guaranty Trust Company.

Her arrival on Wall Street in 1932 coincided with the Great
Depression®. Jobs were scarce, especially for women, and in order
to make ends meet, Benham took a part-time job selling subscrip-
tions for the New Yorker magazine. At the end of every unsuccess-
ful interview with Wall Street executives, she would ask them to
buy a magazine subscription—and feeling guilty for rejecting her,
they often did.

Benham accepted her first Wall Street job with the Reconstruc-
tion Finance Corporation, a federal agency created by President
Herbert Hoover to lend money to distressed banks and railroads
during the Depression. In 1933, she accepted a position as a statis-
tician and analyst at R.-W. Pressprich & Co.*, focusing on the rail-
road industry. By 1940, she was leading the transportation research

department. In 1948, Benham was
elected President of the Women’s
Bond Club of New York, a significant
achievement that merited reporting
in the New York Times.

Benham’s career was marked by
numerous firsts. In 1964, after almost
three decades with R.\W. Pressprich &
Co., Benham became the first female
partner in the firm’s 55-year history
and the first woman to achieve such
a position at any Wall Street bond
house. She went on to become the
first woman to be on the Board of
Directors of a railroad and one of
the first women to hold a seat on the
New York Stock Exchange.

Benham’s career continued until
1992, when she retired at the age of 83. Recognized by the Museum
of American Finance in New York as a Wall Street pioneer, she also
recognized her own place in history. “A lot of firms hired women
because I was a success,” she said. Benham passed away in June
2013’ at the age of 103, leaving behind a legacy that continues to
inspire the generations of women investors that follow. M
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