
 
 

 

National Geographic does not feature your house 

As a boy, Jimmy loved to look at the pictures in National Geographic magazines and imagine he was visiting the far off 
places featured inside.  He liked to pretend he was kayaking down the Amazon River and traversing across snow covered 
mountaintops.  His fascination with exotic locations deepened as Jimmy grew older; he subscribed to every travel 
magazine he could find and spent countless hours researching what life was like in different cultures.  As he matured into 
adulthood he decided he wanted to follow in the footsteps of history’s greatest explorers like David Livingston and 
Jacques Cousteau.  Unfortunately, there was one problem, while Jimmy absolutely wanted to experience visiting foreign 
lands, he could not tolerate leaving his house.  What a dilemma. 

Jimmy loved the idea of becoming a world traveller, but he had significant problems with the process of getting from one 
place to another.  He hated crowds, standing in line and waiting for anything.  He had a strong desire to experience new 
cultures and customs but also an equally strong repulsion to long drives, jetlag and airplane turbulence.    

What Jimmy really wants are two things which are completely incompatible: the exhilaration of foreign travel without the 
hassles of leaving his house.  We can graph Jimmy’s dilemma like this: 

 

 

 

 

 

 

 

 

 
a) If he wants to travel, Jimmy’s first option is to walk to his destination.  While this offers the least amount of discomfort 

as there will be no lines or crowds, it also provides no exhilaration.  Jimmy is severely limited in how far he can 
actually travel.  He is limited to exploring near his home; hardly a voyage worthy of National Geographic. 

b) Jimmy could ride a bike to his destination.  This too will not be very stressful, but his destination options are almost as 
limited as they are if he is restricted to walking. 

c) Jimmy could reach places further away if he drives a car.  However, he would have to contend with traffic and would 
be forced to spend many hours stuck in a car in order to reach a destination outside his immediate surroundings. 

d) Getting on an airplane would present significant discomfort to Jimmy.  He would have to contend with traffic getting to 
the airport, stand in line in the terminal and compete with large crowds.  However, the range of options for travel 
becomes almost limitless if he takes a plane.  The potential for travel exhilaration is wide ranging.  This is really the 
first option that would allow him to meet his goal of exotic travel. 

e) Last, Jimmy could take a rocket.  While this provides the greatest level of  
exhilaration it is likely too uncomfortable a proposition for Jimmy to act on. 
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Life is full of incompatible desires; excelling at a sport without practicing, earning a high income without working hard or 
eating gourmet food with no weight gain.  Investors also face two incompatible objectives; generating a high rate of return 
without experiencing the discomfort of volatility (or risk).  Just as you cannot experience the exhilaration of traveling 
without leaving your house, you cannot generate a high rate of return without exposing your investments to some 
volatility.  This dilemma can be graphed like this: 
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a) If no risk is taken an investor doesn’t have to put up with any volatility.  However, without any risk, an investor will 

undoubtedly lose buying power every year as their return is guaranteed to be less than inflation. 
b) If an investor takes a small amount of risk, their returns will be slightly better, perhaps matching inflation, but not 

generating enough to outpace annual cost of living increases. 
c) By taking a Balanced approach (taking calculated risks) an investor will experience some temporary volatility but they 

are giving their portfolio an opportunity to generate higher returns in order to meet their long term goals. 
d) It is possible to generate very high returns by investing in an aggressive manner, but this means volatility is more than 

most can handle. 
e) Throwing caution to the wind is never a good idea.  While it can lead to significant gains, it can also lead to significant 

losses as well as overwhelming volatility. 

The investment process we have developed at Stewart Financial minimizes the amount of volatility investors experience 
but it cannot eliminate it outright.  Our goal is to generate a reasonable return without taking undue risk or exposing our 
clients to unnecessary levels of volatility.  

The markets struggled in 2015; both Canadian and US stock markets declined for the year (Canada -11%, US -3%).  
Because of our positioning, our portfolios increased during 2015.  Some of the changes we made during the year added 
significant value to our portfolios.  These include having very little exposure to the resources and energy sectors and 
having significant holdings in US dollars.  I expect 2016 will have its ups and downs as well, but we are continuing to 
make changes to our client’s portfolios to protect from downside risks.  We won’t totally eliminate volatility, but we will 
minimize it and capitalize on opportunities that volatility presents.   

Your still searching for the no calorie chocolate chip cookie investment advisor,    

 

Duncan Stewart, MBA, CIMA, FCSI, CFP 
duncan@stewartfinancial.ca 
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