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Paul Gardner, is a partner and
portfolio manager at Avenue In-
vestment Management. His focus
is on fixed income, large cap divi-
dend paying stocks and REITs. To-
day, we focus on the Avenue
Bond Portfolio.
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

TOP HOLDINGS
Nat Bank 4.70% 2020
Gov of Can 5% 2014
Prov of NB 4.40% 2019
First Capital 5.34% 2013
TransAlta 6.45% 2014
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

PERFORMANCE

Bond PTO Dex Universe

Year­ to­date 6.9% 5.7%
3 year 7.6% 7.1%
5 year 5.2% 5.0%
66 As of July 31, 2010

PAST PICKS: AUG. 12, 2009
Cineplex Galaxy Income Fund
(CGX.UN-TSX)
Then: $16 Now: $21/05
Total return: 41.6%
Boardwalk REIT (BEI.UN-TSX)
Then: $34.26 Now: $44.30
Total return: 37.4%
Sherritt International Corp. 7.75%
Oct., 2015
Then: $93.35 Now: $106.98
Total return: 22%
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

TOP PICKS
Killam Properties Inc. (KMP-TSX)
Now: $9.24
“Killam owns rental properties in
mostly the Maritimes and Onta-
rio. The company yields 6%. Kil-
liam has ability to fund through
CMHC, which has historically low
borrowing rates. They have good
management and a decent
growth profile.”
Leisureworld Senior Care Corp.
(LW-TSX)
Now: $9.89
“It is the third-largest long-term
care facility. Access to [Canada
Mortgage and Housing Corp.] fi-
nancing and a conservative bal-
ance sheet give the ability for the

company to grow. Funding by the
provincial government gives char-
acteristics of revenue certainty.”
Sherritt International Corp. 7.75%
Oct., 2015
Now: $106.98
“Sherritt owns thermal coal min-
es and nickel refineries. Their bal-
ance sheet is very strong, and the
credit fundamentals have the pro-
file of an A-rated bond. Due to its
Cuban exposure the bond is
priced as non-investment grade.
Although bonds have rallied, they
still have some value left.”
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

OUTLOOK
“The sluggish economy has
brought about fears of deflation.
Due to this fear, interest rates are
now at historic lows. Subsequent-
ly, earning yields of quality com-
panies are now at historically high
levels relative to interest rates. As
long as the economy continues
to grow, equity rallies will occur,
giving a lift to stock valuations
over the near- and mid-term.”
66 Clea Simos, BNN

BNN MARKET CALL TONIGHT 8 PAUL GARDNER

You may never be a member
of an exclusive investment
club for the wealthy called

TIGER 21, but you can still ben-
efit from its expertise.

The Investment Group for En-
hanced Results in the 21st Cen-
tury has about 140 members in
the United States and expects to
sign up more than 50 Canadians
by next year. Membership re-
quirements include at least $10-
million (U.S.) in investable as-
sets and a willingness to pay
$30,000 a year in membership
fees. 

The co-founder of the New
York-based group is Michael
Sonnenfeldt, a onetime real es-
tate entrepreneur who in addi-
tion to running TIGER 21
manages investments and runs
a solar lighting company. Here,
he discusses risk, portfolio build-
ing and other issues from the
perspective of the wealthy inves-
tor.

What is the most common in-
vesting objective with your
members, preserving what they
already have or growing it?
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Capital preservation. About 70
per cent of our members are
former entrepreneurs who
sold their business, and now
their primary economic activ-
ity is wealth preservation.
They already made the choice
to get off the merry-go-round.

Do your members all have in-
vestment advisers?
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

No. Some do and some don’t.
We have a very clear predispo-
sition that we’re agnostic on
whether somebody can be
more or less successful using
an investment adviser. The
skills that we teach are how
do you become the CEO of
your investment company.
Some CEOs are successful by
being a hands-on manager,
and some CEOs are successful
by delegating.

What percentage of your
members have online brokerage
accounts to place their own
trades?

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

I would imagine that over half
have online brokerage ac-
counts. But a lot of our mem-
bers have an incredibly small
allocation that they “play”
with, and that would be in an
online brokerage account.

What type of asset mix would
you typically see in member in-
vestment portfolios?
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

The most recent survey we
did shows our members are
roughly 30 per cent in long-
only equities, a healthy per-
centage of which are interna-
tional [long-only means
investing to benefit from price
appreciation, rather than
short-selling to profit on price
declines]. They probably have
10 to 12 per cent in private eq-
uity [companies that aren’t
publicly traded], 10 to 15 per
cent in bonds and 25 per cent
in real estate, about half of

which would be personal real
estate. The other half would
be investment real estate.
They would also have 8 to 12
per cent in cash. Recently,
we’ve noticed that there’s a 5-
to 10-per-cent allocation to
gold, or more, with some of
our members. The balance
would be in hedge funds.

Hedge funds would seem to the
“it” product for your 
demographic. How popular are
they in reality?
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

At the top of the market, let’s
say in mid or early 2008, our
members had between 10 and
15 per cent in hedge funds. By
the end of 2009, they ap-
peared to have closer to 4 to 5
per cent in hedge funds. That
was largest shift in any asset
allocation that we’d ever seen,
keeping mind that half of that
reduction was direct losses in
the hedge fund and the other

half was withdrawals and liq-
uidations.

How important are fees and
commissions to high-net-worth
investors?
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Our members are paying
more and more attention to
fees.

Let’s talk about passive index in-
vesting versus active
management. Which way do
your people lean?
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

There are a few purists at ei-
ther end, but most members
would be somewhere in the
middle based on their experi-
ences.

What kinds of investments do
your members own? Let’s start
with mutual funds.
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

The people who have been in
Tiger a while, read a few of
the books on our list and
been to a few of our presenta-
tions, would think that if
they’re not going to be a
stock-picker and own individ-
ual stocks, they would move
more toward index funds
rather than mutual funds. But
I would imagine one-third of
our members probably own
mutual funds.

What about exchange-traded
funds?
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

ETFs are hot. What’s so excit-
ing about them is that there’s
such a broad array of them
that you can pick any indus-
try, commodity or theme and
express it through some com-
bination of ETFs.

What’s the mood of the 
membership right now about
the markets?
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Pretty bleak. It looks like
there’s an increasing possibil-
ity that we will be going into
a double-dip recession here in
America, and the situation
isn’t much better in Europe.
The overwhelming concern is
the deficit. 

Most Tiger members are
people who got to be success-
ful because they had to make
a budget every year and, if
they spent more than they re-
ceived, they were out of busi-
ness. The notion that we’re
running a trillion-and-a-half-
dollar deficit is enough to
choke on every time you
think about it.
66 Follow me on Facebook. I’m at
Rob Carrick – Personal Finance

MONEY MANAGEMENT

A Tiger with pinstripes
Michael Sonnenfeldt is a co-founder of an exclusive investment club for the wealthy that is coming to Canada next year
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For TIGER 21 members, ‘the overwhelming concern is the deficit,’ says co-founder Michael Sonnenfeldt. DIANE BONDAREFF/ASSOCIATED PRESS

Now that my kids have
decided they want to be
brain surgeons, I’ve

been thinking about how to
pay for their postsecondary
education. Two methods of
saving for a child’s education
are often overlooked. The
first is a family trust, and the
second is life insurance.

FAMILY TRUST
A trust is simply a legal rela-
tionship between three par-
ties: The settlor (the person
creating the trust), the trus-
tee (the person who holds
and controls the property of
trust) and the beneficiary
(the person for whom the
property of the trust is being
held). The nice thing about a
trust is that it’s possible to
have the income of the trust
taxed in the hands of the
beneficiaries, who may pay
little or no tax if they are mi-
nors and have little or no
other income.

Setting up a trust does
come with a cost, so it’s not
generally going to make
sense unless you’re willing
and able to commit $400,000
or more to the trust over a
short period of time. You can
make this a loan to the trust
if you want, so that you can
take back your capital again
later, as a repayment of the
loan.

Once the money is in the
trust, any interest and divi-
dend income earned in the
trust will be attributed back
to you to be taxed in your
hands while the beneficiaries
of the trust are minors (un-
less you charge the taxman’s
prescribed rate of interest on
a loan to the trust), but cap-
ital gains can be taxed in the
hands of the beneficiaries. Al-
so, any second generation in-
come (that is, income on the
income, even if it’s interest or
dividends) can be taxed in
the hands of your children.

You can pay for all or part
of your child’s education
costs out of the income or
capital of the trust. The tax-
man will consider payments
to third parties, including re-
imbursements to you, as be-
ing paid to the beneficiary as
long as those payments were
clearly for the benefit of your
child. To the extent that little
or no tax has been paid on
the income of the trust over
the years (by having income
taxed in your child’s hands),
you’ll effectively be using pre-
tax dollars to pay for the
child’s education.

The benefits of the trust in-
clude: protection of the as-
sets of the trust from
creditors, splitting income
with your children, maintain-
ing control over the assets,
and flexibility to use the trust
funds for things other than
education. There’s a lot to
consider when setting up a
trust. Visit a tax pro for help.

LIFE INSURANCE
Life insurance is an interest-
ing tool because you can ac-
cumulate investments inside
a policy on a tax-sheltered
basis. Further, if it is the life
of your child that is insured,
you’re able to transfer owner-
ship of the policy, including

the accumulated investments
inside the policy, to your
child free of tax once he or
she reaches age 18. Your child
can then make withdrawals
of those investments from
the policy to pay for educa-
tion. While those withdrawals
are generally going to be tax-
able to your child, he’ll likely
pay little or no tax if he has
little or no other income.

One of the benefits of
choosing a whole life insur-
ance policy is that the re-
turns have been incredibly
stable over the years, even
throughout 2008. The reason
for this is that the insurance
companies are allowed to
smooth, or average, the re-
turns you receive over a peri-
od of years.

Consider some numbers. If
you pay $2,750 annually into
a whole life policy each year
until your child is 18, there
could be $70,000 to $75,000
in the accumulating fund to
be accessed (varies by insur-
ance company), assuming a 5
per cent annual return inside
the policy. If you set aside
the same $2,750 in a tax-free
savings account (TFSA) you
could end up with approxi-
mately $84,000 earning that
same 5 per cent, but this
would assume a portfolio
that is largely in equities that
is subject to the volatility of
the markets. If you earned,
say, 6 per cent in the TFSA,
you’d have close to $92,000
in this case, with the volatil-
ity. 

Life insurance also offers as-
set protection, flexibility to
use the assets for any pur-
pose, and a death benefit
($265,000 in my example)
over and above the invest-
ment component of the poli-
cy if your child passes away
prematurely. Insurance is just
another tool to consider.

SAVING

Unconventional ways of paying
for a postsecondary education

TIM CESTNICK
TAX MATTERS
.............................................................
Tim Cestnick is president and CEO
of WaterStreet Family Wealth
Counsel and author of 101 Tax
Secrets for Canadians.
tcestnick@waterstreet.ca 

Group average for all asset classes as of Aug. 31, 2010

TOP 5 Group average 
1-mo. return

Group average
year-to-date 

Precious Metals Equity 13.7% 20.6%
Canadian Long Term Fixed Income 3.7% 13.3%
Global Fixed Income 3.4% 6.6%
Canadian Inflation Protected Fixed Income 2.9% 5.2%
Canadian Income Trust Equity 2.5% 8.4%

BOTTOM 5

Financial Services Equity ­4.7% ­8.4%
U.S. Small or Mid Cap Equity ­3.7% ­3.3%
U.S. Equity ­2.4% ­5.5%
Retail Venture Capital ­2.2% ­4.2%
Science and Technology Equity ­2.0% ­5.8%

Average for all funds 
regardless of asset class

0.0% -0.5%

S&P 500 Composite ($ Cdn) ­1.5% ­4.3%
S&P/TSX Small Cap 3.4% 5.9%
S&P/TSX Total Return 1.9% 3.2%

Source: Globe Investor 

HOW MUTUAL FUNDS FARED IN AUGUST 

Investor Clinic
John Heinzl talks about his 
favourite piece of investing advice
in this Investor Clinic video:

tgam.ca/clinic 0

TFSAs: What you need to know
Why 70,000 people may have to
pay penalties for over-
contributions and a look at other
key Tax-Free Savings Accounts
details that might not be on your
radar. Check out the video:

tgam.ca/letstalkinvesting 0

IN DEPTH, ONLINE

STANDS FOR
The Investment Group for 
Enhanced Results in the 21st 
Century. 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

FOUNDED
In 1999 by Michael Sonnenfeldt,
a real estate entrepreneur, and
Richard Lavin.
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

PURPOSE
To give high-net-worth individu-
als a forum to share information
and expertise on investing.
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

ON THE AGENDA
Guest speakers, presentations on
investments by members and
“portfolio defence,” where
members disclose their 
investments and then receive
feedback from the group.

MEMBERSHIP REQUIREMENT
$10-million (U.S.) in investable
assets, $30,000 in annual dues.
Locations: Based in New York,
with chapters in San Francisco,
Los Angeles, San Diego, Miami,
and Dallas, and plans to expand
to Washington, D.C. and Chicago.
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

MEMBERSHIP
140 individuals with a combined
net worth of about $10-billion.
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

COMING TO CANADA
In 2011. 
66 Source: www.tiger21.com/canada 

Fast facts on TIGER 21


