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Style
Designing 
a big-ticket
Fashion Week

Review
Bif Naked lays
bare her fight
with cancer 

A $1-billion tax dispute be-
tween Ottawa and Chrysler
LLC is threatening to derail a
global deal that is the centre-
piece of Chrysler’s survival
strategy, sources close to the
situation said yesterday.

The tax fight has put in jeop-

ardy a plan by Italian auto gi-
ant Fiat to take a 35-per-cent
stake in Chrysler that the De-
troit auto maker is touting in
negotiations with Washington
and the Canadian government
as the key to its future.

A Chrysler collapse would
wipe out about 60,000 jobs in
North America – 9,400 of
them in Canada at three facto-

ries and a head office – and
cause a cascading collapse of
parts suppliers throughout the
continent, wiping out thou-
sands more jobs.

Sources revealed for the first
time yesterday how thorny a
problem the dispute has be-
come as Chrysler and its par-
ent, Cerberus Capital Partners,
negotiate new loans with the

governments and a debt-for-
equity swap to try to keep the
beleaguered auto maker from
collapsing into bankruptcy
protection. Fiat is proposing to
trade its small car and engine
technology for a 35-per-cent
stake and management con-
trol of the third-largest Detroit
car company.
77 SEE ’AUTOS’ PAGE 7

THE ECONOMIC CRISIS

Tax fight imperils Chrysler’s survival
Battle with Ottawa over $1-billion is jeopardizing auto maker’s negotiations for loans to prevent collapse into bankruptcy protection

"
Daimler and Cerberus, the
whole package deal can’t
be concluded until this tax
issue is resolved.

BY GREG KEENAN
AUTO INDUSTRY REPORTER

SPECIAL INVESTIGATION 8 THE SURGE IN FORECLOSURES

The Ladysmith, B.C.,
property of fisherman
Brad Goodyear has landed
in foreclosure proceedings.
‘It was so easy to borrow
money,’ he says. 
DEDDEDA STEMLER 
FOR THE GLOBE AND MAIL

Mortgage lenders looked at this house and saw cash
Nine mortgages later, all the owner can see is debt
Now he’s paying 22% on one loan to pay another
The Globe exposes Canada’s subprime meltdown NEWS, PAGE 8 0

As the sun rises over New-
foundland this morning,
one family is wasting lit-

tle time with hope.
In Bay Bulls, a town of 1,200

perched next to the choppy
seas that claimed 17 lives in a
helicopter crash Thursday,
Harold Mullowney is sure his
brother, Derrick, was among

the dead. His head held high,
with a stoicism matched by his
community, Mr. Mullowney is
ready to move on.

“Let’s stop the double-speak
and stop the spin. Let’s get
those bodies and give us some
closure. We know where they
are. They’re in the water in
that tin can,” he said. “Right
now what we want, and all of
the families want, is the recov-
ery of those bodies.”

The crash has rippled

through the broad diaspora of
Newfoundlanders, whose no-
madic quest for work and sta-
bility has stretched from Bay
Bulls to the Grand Banks oil
rigs – where the now-dead
workers had been headed –
and back to the oil sands of
northern Alberta, each among
the many backyards of the
province.

The trip from land to rig is
one many have taken. Don-
ning survival suits Thursday

morning, 16 workers bound for
the Hibernia and SeaRose plat-
forms strapped into the Sikor-
sky S-92 helicopter, which has
a two-person crew.

The helicopter took off and
headed out over the ocean.
Soon after, it was struck with
mechanical problems. The
chopper went down and float-
ed briefly upside down before
sinking into the water. 
77 SEE ’CRASH’ PAGE 4

HELICOPTER CRASH 8 ‘RIGHT NOW WHAT WE WANT, AND ALL OF THE FAMILIES WANT, IS THE RECOVERY OF THOSE BODIES’

With hopes dashed, resilient Newfoundlanders search for closure 
BY OLIVER MOORE BAY BULLS, NFLD.,
JOSH WINGROVE 
AND CAROLINE ALPHONSO 

REX MURPHY WEIGHS IN, PAGE 19 0

7.7 per cent
The unemployment rate in Cana-
da reaches its highest mark in
more than five years as em-
ployers hit the panic button.
REPORT ON BUSINESS 0

Health system failing
Zimbabweans
Zimbabwe’s health system is 
collapsing with clinics that barely 
function for lack of doctors, 
ambulances or salaries. Geoffrey
York reports from Harare. 
NEWS, PAGE 14 0

INSIDE TODAY

Allison Maher is remembered 
as ‘wonderful’ and ‘funny.’

BIG NEWS FOR SMALL BUSINESS.
SMALL BUSINESS
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Transat
As Canadians fly to the
Caribbean for March break,
Air Transat investors can’t
even afford a night at Mo-
tel 6. Shares of the tour operator came in
for a rocky landing after Transat posted a
first-quarter loss and suspended its divi-
dend, warning that the recovery won’t
begin until 2010 at the earliest. Who
wants sunshine, girls in bikinis and all-
you-can-eat buffets, anyway?

Stella-Jones
Is that a telephone pole in
your pocket, or are you just
glad to finally see a stock
go up? Shareholders of
Stella, which makes utility poles, railway
ties and other wood products, were glad
to see the company’s fourth-quarter re-
sults: Sales and profits posted double-
digit gains, and the company expects
more growth in 2009 as governments
crank up infrastructure spending.

General Electric
So let’s get this straight. In
the same week GE was
stripped of the triple-A
credit rating it has held
since 1956, the stock surged 36 per cent?
Hmm. Nice to see markets are behaving
rationally again. For its part, GE said the
downgrade, which wasn’t as severe as
some expected, would not have “any
significant operational or funding im-
pacts.” Of course, GE also said it
wouldn’t cut its dividend.

Whirlpool Corp.
Hey kids! Here’s a great
gag to play during March
break. When mom’s get-
ting ready to do a load of
laundry, fill the washing machine with
food colouring and let the hilarity begin!
Shareholders of appliance maker Whirl-
pool are having their own kind of fun:
The company, which also owns Maytag,
said it expects to earn $3 to $4 a share
this year, higher than analysts were esti-
mating.

Smith & Wesson
Guns are what made
America great, and it’s
guns that are going to get
the country out of this
mess. Even as the economy lies bleeding
in a back alley, sales of firearms are surg-
ing: Smith & Wesson’s handgun sales
jumped 46 per cent in its third quarter.
And to think, not a single one of those
guns ever winds up in Canada. 
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STARS AND DOGS 8 BY JOHN HEINZL

SELLING AT OPEN TEXT
Enterprise data management soft-
ware firm Open Text Corp. (yester-
day’s close $40.42) has seen its
stock price rise more than 10 per
cent in the past three months.
However, during the period, CEO
John Shackleton sold 35,326 shares
at an estimated average price of
$44.05 and CFO Paul McFeeters
sold 10,000 shares at an estimated
average price of $43.16. Both sold
after exercising options. (Estimates
are in C$ and were made using
Bank of Canada reported exchange
rates (the stock trades on both the
Nasdaq and the TSX).

The latest reported selling took
place Mar. 4-5 when a company of-
ficer sold 2,500 shares at prices
ranging from $39 to $39.50 after
exercising 2,500 options.

WHO IS BUYING AND SELLING 8 INSIDER TRADING BY TED DIXON
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which provides insider news and
knowledge to investors about 
Canadian markets. INK employees
or directors may hold shares in 
investments profiled. Securities
referenced in this profile may have 
already appeared in recent reports
distributed to INK Research clients.

BEARISH ON BAXTER
Baxter International Inc. (yester-
day’s close $51.16 U.S.) had a
sharp decline last year from
about $71 in August to $48 in No-
vember (A-B). This was followed
by a rally to the 40-week moving
average (40wMA) where the
stock encountered resistance
(±$61) and consequently fell back
to support at $49-$50 (see
dashed line). Continued support
at this level suggests that after a
minor period of re-accumulation
the next move could be toward
the 40wMA, which is currently at
±$61. Only a sustained rise above
$61-$62 would reverse the current
negative trend (see dotted line).
At the same time, a decline be-
low $48-$49 would signal a
breakdown and lower targets.

WHAT THE CHARTS SAY 8 BY RON MEISELS AND MONICA RIZK

BAXTER INTERNATIONAL  (BAX-NYSE): TECHNICAL ANALYSIS
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The mourning period for
your investment portfolio
is over.

It’s now time to re-think and
rebuild.

For some help, let’s consult
with Keith Matthews, author of
The Empowered Investor and a
partner and portfolio manager
with Tulett Matthews & Associ-
ates in Kirkland, Que.

“This is a great point for peo-
ple to stop and maybe re-think
how they put their portfolios
together,” Mr. Matthews said.
“Do you want to rely on hope
and an ad hoc way of putting
together portfolios, or do you
want to rely on something that
gets back to the notion of risk
and return?”

Warning: The portfolios that
Mr. Matthews puts together for
his clients are stripped to the
essentials. There’s no specific
allocation to energy, gold, met-
als, high tech, infrastructure,
agriculture, alternative energy
or any other cyclical or trendy
market sectors. To him, chas-
ing the hot sector is a form of
speculation.

Instead, he uses four basic
building blocks: fixed income,
which means bonds or guaran-
teed investment certificates;
Canadian stocks, U.S. stocks
and international stocks, or
those from companies located
outside North America.

Model portfolios used at Mr.
Matthews’ firm have weight-
ings in fixed income that range
from 100 per cent for investors
most concerned with preserv-
ing their money to 75 per cent
of conservative types, 50 per
cent for balanced investors, 25
per cent for investors who put
a priority on growth and just 7
per cent for aggressive growth.

If you’re using bonds as op-
posed to GICs, then Mr. Mat-
thews suggested using
high-quality government
bonds. “Keep it very secure,”
he said. “Keep your risk chips
for equities.”

With stocks, Mr. Matthews
uses a philosophy for portfolio
building that comes out of
some research done by two U.S.
finance professors, Eugene Fa-
ma and Kenneth French. In try-
ing to explain stock market
behaviour, the pair found that
two kinds of stocks outper-
formed the markets over the
long periods of time: small-
capitalization stocks and value
stocks.

Value stocks trade at dis-

counted prices according to
various measures, usually be-
cause they’re experiencing dif-
ficulties. The opposite of value
is the growth stock, which is so
healthy that it’s increasing rev-
enues and profits at faster rates
than other companies.

Mr. Matthews said the superi-
or returns from value and
small-cap stocks are related to
their higher levels of risk. Small
companies may lack the stable
earning power of large ones,
while the very definition of a
value stock implies a firm is
facing some type of challenge.

As a result, he uses an ap-
proach of including broad-
based exposure to Canadian,
U.S. and international stocks,
with a tilt toward value and
small cap.

“We never, ever build a port-
folio exclusively with value or
small cap,” Mr. Matthews said.
“Most investors would not be
able to live through the diffi-
cult periods.”

All markets have been hit ex-
tremely hard lately, but small
cap and value have fared the
worst. The S&P 500 index was
down 16.9 per cent for the year
through March 12, while a val-
ue-tilted version of the index
fell 22.4 per cent and a growth
version fell 11.6 per cent. Over
the same period, the S&P
SmallCap 600 index fell 23.7
per cent.

A longer-term view shows
why it’s worth having some ex-
posure to value and small-cap
stocks, even as they lead the
markets lower today. The S&P
500 had a 10-year compound
average annual loss of 3.4 per
cent through the end of Febru-
ary, while the value version lost
2.5 per cent and the growth
version lost 4.6 per cent. The
SmallCap 600 index had an an-
nualized 10-year gain of 3.5 per
cent.

The lesson here for investors
is that small-cap and value
stocks tend to come under in-
tense pressure in an economic
slowdown, Mr. Matthews said.

“They tend to have weaker
balance sheets, and they tend
to be smaller companies. It
makes perfect sense. But they
have historically also come out
better when there’s a market
turnaround.”

The model portfolios used by
Mr. Matthews’ firm – actual cli-
ent portfolios may differ – are
filled with no more than 10 or
so securities, including those

that cover the bond and stock
markets. Bonds get the heavi-
est weighting in all but the
most aggressive portfolios. For
stock market exposure, hold-
ings are divided among large
and broad-based stocks, value
stocks and small-cap stocks.

The components Mr. Mat-
thews uses for his portfolios are
index products. Some of the
money goes into exchange-
traded funds, or ETFs, which
are low-fee index funds that
trade like a stock. The rest goes
into index mutual funds from
Dimensional Fund Advisers
that take a unique approach in
providing value and small-cap
exposure. These funds are
available only through a
limited number of advisers.

It’s possible to use ETFs en-
tirely to build a portfolio with a
value/small-cap tilt, but there
are complications in the com-
paratively small, resource-
heavy Canadian market. For
example, the iShares CDN
SmallCap Index Fund is almost
50 per cent weighted to oil and
mining stocks and thus not
well diversified. Risk-averse in-
vestors would want to keep
strict limits on how much ex-
posure to have to this ETF
while emphasizing a broader-
based fund like Claymore Ca-
nadian Fundamental Index
ETF, which puts something of a
value tilt on the broad Cana-
dian market.

The ever-growing ETF uni-
verse provides lots of options
for exposure to U.S. and inter-
national markets, with several
options for value and small cap
(see the accompanying chart
for some ideas). Generally
speaking, U.S.-listed ETFs have
lower fees, while Canadian-list-
ed ETFs focused on U.S. or
global markets often provide
currency hedging that makes
fluctuations in the dollar irrele-
vant to your investment re-
turns.

Some key things to remem-
ber if you rebuild your portfo-
lio the way Mr. Matthews
invests. One, you’re investing
in asset classes, not hot sectors
or star money managers. That’s
the most efficient way to ex-
ploit the Fama-French finding
that small-cap and value stocks
outperform. Two, you need pa-
tience and fortitude to wring
the benefits from this ap-
proach. “We’re talking 10 or 15
years or longer,” Mr. Matthews
said.

Back to basics: Get your investment house in order

Portfolio manager Keith Matthews: ‘We never, ever build a portfolio exclusively with value or small cap.
Most investors would not be able to live through the difficult periods.’ CHRISTINNE MUSCHI FOR THE GLOBE AND MAIL

PORTFOLIO STRATEGY
Rob Carrick’s ideas for managing your investments rcarrick@globeandmail.com

Globe Investor Weekend

RETHINK, REBUILD
Looking for ideas about how to get your portfolio on the right track again after the losses of the past six
months? Here are some target portfolios adapted from those used by Keith Matthews, author of The Empo-
wered Investor and a portfolio manager with Tulett Matthews & Associates. These portfolios are based on
research showing that small companies and undervalued companies do better over long periods of time
than large or growth stocks despite a higher risk profile.

Conservative Balanced Growth
Asset Classes Investor Investor Investor

Fixed Income
Broad bond market 65% 40% 20%
ETFs to consider: iShares CDN Bond Index Fund (XBB-TSX); Claymore 1-5 Yr Laddered Government Bond ETF (CLF-TSX)

Inflation linked 10% 10% 5%
ETF to consider: iShares CDN Real Return Bond Index Fund (XRB-TSX)

Canadian Equity
Diversified Large/Value 7% 14% 18%
ETF to consider: Claymore Canadian Fundamental Index ETF (CRQ-TSX)

Small­cap 3% 6% 7%
ETF to consider: iShares CDN SmallCap Index Fund (XSC-TSX)

U.S. Equity
Large 2.50% 5% 9%
ETFs to consider: iShares Russell 1000 Value Index Fund (IWD-NYSE); iShares CDN S&P 500 Hedged to Canadian Dollars Index Fund
(XSP-TSX)

Large value 2.50% 5% 8%
ETFs to consider: S&P 500 Value Index Fund (IVE-NYSE); Claymore US Fundamental ETF C$ Hedged (CLU-TSX)

Small­cap companies 2.50% 5% 8%
ETFs to consider: iShares Russell 2000 Index Fund (IWM-NYSE); iShares CDN Russell 2000 Index - Canadian Dollar Hedged Index
Fund (XSU-TSX)

International Equity
Large 2.50% 5% 8%
ETFs to consider: Vanguard Europe Pacific ETF (VEA-NYSE); iShares CDN MSCI EAFE 100% Hedged to Canadian Dollars Index Fund
(XIN-TSX)

Large value 2.50% 5% 7%
ETFs to consider: MSCI EAFE Value Index Fund (EFV-NYSE); Claymore International Fundamental Index ETF (CIE-TSX)

Small­cap 2.50% 5% 7%
ETF to consider: iShares EAFE Small Cap Index Fund (SCZ-NYSE)

Emerging market companies none none 3%
ETF to consider: Vanguard Emerging Market ETF (VWO-NYSE); Claymore BRIC ETF (CBQ-TSX)

The mourning period for your invest-
ment portfolio is over. 

It’s now time to re-think and rebuild.
	 For some help, let’s consult with Keith 
Matthews, author of The Empowered In-
vestor and a partner and portfolio manager 
with Tulett Matthews & Associates in 
Kirkland, Que.
	 “This is a great point for people to stop 
and maybe re-think how they put their 
portfolios together,” Mr. Matthews said. 
“Do you want to rely on hope and an ad 
hoc way of putting together portfolios, or 
do you want to rely on something that gets 
back to the notion of risk and return?”
	 Warning: The portfolios that Mr. Mat-
thews puts together for his clients are 
stripped to the essentials. There’s no 
specific allocation to energy, gold, met-
als, high tech, infrastructure, agriculture, 
alternative energy or any other cyclical or 
trendy market sectors. To him, chasing the 
hot sector is a form of speculation.
Instead, he uses four basic building 
blocks: fixed income, which means bonds 
or guaranteed investment certificates; 
Canadian stocks, U.S. stocks and inter-
national stocks, or those from companies 
located outside North America. 
	 Model portfolios used at Mr. Matthews’ 
firm have weightings in fixed income that 
range from 100 per cent for investors most 
concerned with preserving their money to 
75 per cent of conservative types, 50 per 
cent for balanced investors, 25 per cent for 
investors who put a priority on growth and 
just 7 per cent for aggressive growth.
If you’re using bonds as opposed to GICs, 
then Mr. Matthews suggested using high-
quality government bonds. “Keep it very 
secure,” he said. “Keep your risk chips for 
equities.”
	 With stocks, Mr. Matthews uses a 
philosophy for portfolio building that 
comes out of some research done by two 

U.S. finance professors, Eugene Fama and 
Kenneth French. In trying to explain stock 
market behaviour, the pair found that two 
kinds of stocks outperformed the markets 
over the long periods of time: smallcapi-
talization stocks and value stocks.
	 Value stocks trade at discounted prices 
according to various measures, usually 
because they’re experiencing difficulties. 
The opposite of value is the growth stock, 
which is so healthy that it’s increasing rev-
enues and profits at faster rates than other 
companies.
	 Mr. Matthews said the superior returns 	
from value and small-cap stocks are re-
lated to their higher levels of risk. Small
companies may lack the stable earn-
ing power of large ones, while the very 
definition of a value stock implies a firm is 
facing some type of challenge.

	 As a result, he uses an approach of in-
cluding broadbased exposure to Canadian, 
U.S. and international stocks, with a tilt 
toward value and small cap.
	 “We never, ever build a portfolio 
exclusively with value or small cap,” Mr. 
Matthews said.
	 “Most investors would not be able to 
live through the difficult periods.”
All markets have been hit extremely hard 
lately, but small cap and value have fared 
the worst. The S&P 500 index was down 
16.9 per cent for the year through March 
12, while a value-tilted version of the in-
dex fell 22.4 per cent and a growth version 
fell 11.6 per cent. Over the same period, 
the S&P SmallCap 600 index fell 23.7 per 
cent.
	 A longer-term view shows why it’s 
worth having some exposure to value and 

Portfolio manager Keith Matthews: ‘We never, ever build a portfolio exclusively with value or 
small cap. Most investors would not be able to live through the difficult periods.’ 
CHRISTINNE MUSCHI FOR THE GLOBE AND MAIL



small-cap stocks, even as they lead the 
markets lower today. The S&P 500 had a 
10-year compound average annual loss of 
3.4 per cent through the end of February, 
while the value version lost 2.5 per cent 
and the growth version lost 4.6 per cent. 
The SmallCap 600 index had an annual-
ized 10-year gain of 3.5 per cent.
	 The lesson here for investors is that 
small-cap and value stocks tend to come 
under intense pressure in an economic 
slowdown, Mr. Matthews said.
	 “They tend to have weaker balance 
sheets, and they tend to be smaller compa-
nies. It makes perfect sense. But they have 
historically also come out better when 
there’s a market turnaround.”
	 The model portfolios used by Mr. Mat-
thews’ firm – actual client portfolios may 
differ – are filled with no more than 10 or 
so securities, including those that cover 
the bond and stock markets. Bonds get 
the heaviest weighting in all but the most 
aggressive portfolios. For stock market 
exposure, holdings are divided among 

large and broad-based stocks, value stocks 
and small-cap stocks.
	 The components Mr. Matthews uses for 
his portfolios are index products. Some 
of the money goes into exchangetraded 
funds, or ETFs, which are low-fee index 
funds that trade like a stock. The rest goes 
into index mutual funds from Dimensional 
Fund Advisers that take a unique ap-
proach in providing value and small-cap 
exposure. These funds are available only 
through a limited number of advisers.
It’s possible to use ETFs entirely to build 
a portfolio with a value/small-cap tilt, 
but there are complications in the com-
paratively small, resourceheavy Canadian 
market. For example, the iShares CDN 
SmallCap Index Fund is almost 50 per 
cent weighted to oil and mining stocks 
and thus not well diversified. Risk-averse 
investors would want to keep strict limits 
on how much exposure to have to this ETF 
while emphasizing a broader based fund 
like Claymore Canadian Fundamental In-
dex ETF, which puts something of a value 

tilt on the broad Canadian market.
The ever-growing ETF universe provides 
lots of options for exposure to U.S. and 
international markets, with several options 
for value and small cap (see the accom-
panying chart for some ideas). Generally 
speaking, U.S.-listed ETFs have lower 
fees, while Canadian-listed ETFs focused 
on U.S. or global markets often provide 
currency hedging that makes fluctuations 
in the dollar irrelevant to your investment 
returns.
	 Some key things to remember if you 
rebuild your portfolio the way Mr. Mat-
thews invests. One, you’re investing in 
asset classes, not hot sectors or star money 
managers. That’s the most efficient way 
to exploit the Fama-French finding that 
small-cap and value stocks outperform. 
Two, you need patience and fortitude to 
wring the benefits from this approach. 
“We’re talking 10 or 15 years or longer,” 
Mr. Matthews said.

RETHINK, REBUILD
Looking for ideas about how to get your portfolio on the right track again after the losses of the past six months? Here are some target 
portfolios adapted from those used by Keith Matthews, author of The Empowered Investor and a portfolio manager with Tulett Matthews 
& Associates. These portfolios are based on research showing that small companies and undervalued companies do better over long 
periods of time than large or growth stocks despite a higher risk profile.
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International Equity
%8%5%05.2 egraL

ETFs to consider: Vanguard Europe Paci�c ETF (VEA-NYSE); iShares CDN MSCI EAFE 100% Hedged to Canadian Dollars Index Fund
(XIN-TSX)

%7%5%05.2 eulav egraL
ETFs to consider: MSCI EAFE Value Index Fund (EFV-NYSE); Claymore International Fundamental Index ETF (CIE-TSX)

%7%5%05.2 pacllamS
ETF to consider: iShares EAFE Small Cap Index Fund (SCZ-NYSE)

%3enonenonseinapmoc tekram gnigremE
ETF to consider: Vanguard Emerging Market ETF (VWO-NYSE); Claymore BRIC ETF (CBQ-TSX)


