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Things I Look At When Buying A Stock

People who care,
Plans that perform
Please note our office will be
closed on:
Monday, July 1, 2013
– Canada Day
Monday, August 5, 2013
– Civic Day
Monday, September 2, 2013
– Labour Day
A reminder that our summer
office hours of
8:00am – 5:00pm Monday to
Thursday and
8:00am – 12:30pm Friday
will be in effect June 3rd
through to August 30th.
Regular Office Hours:
8:30 am to 5:00 pm
Monday-Thursday
8:30 am to 4:00 pm
on Fridays

As the saying goes, there is more than one way to make money in the stock markets. As a
financial advisor and student of markets, I have looked at and studied many different
approaches to stock and market analyses, from deep value to high growth strategies. After
years of experience (sometimes learning the hard way), I have settled on an approach that
seems to work well in terms of keeping me out of danger and providing me with lots of
upside potential. I thought I would share a few things I look at before I buy a stock.
1. A stock is a share in a business, so I take the view that I am buying a business.
A few of the questions I ask are:
– What does the company do or sell and can I understand it? For example, I can
understand coffee and donuts. I have a harder time understanding quantum computing.
– How much debt is on the books? No debt usually means no bankruptcy.
– Have they ever made money? I am not interested in new ventures.
– Is the business likely to be around in 20 years? I am not investing in video stores right
now. I suspect teenagers today will not remember ‘Blockbuster Video’.
– Is there good management in place? This can be difficult to answer but a proven track
record over one or two complete business cycles provides useful information.
– What has been their Return on Capital and Return on Equity? Spending a million
dollars just to make twenty thousand a year is NOT attractive. (Farm prices today
reflect these economics).
2. What’s it worth?
– After answering the above questions, the next obvious query is to determine the value
of the company. This ‘intrinsic value’ will be slightly different for everyone.
– A few metrics I use are book value (shareholder equity), earnings power, and
discounted cash flow models.
– Is it a cyclical business and if so where are they in the cycle? I prefer companies that
can do well in good and bad times. Commodity type companies i.e. price takers, often
have extreme cycles.
3. What is the asking price?
– "The Price you pay determines your rate of return" - Warren Buffett, as quoted in
Buffettology, pg. 199.
– My goal is to buy below intrinsic value and sell if the price goes far above intrinsic
value. I prefer to hold as long as fundamentals hold up. Buying at a discount to intrinsic
value offers a margin of safety should business fundamentals change.
– I try to limit my buys to stock investments that have the potential of 15% returns or
better. Again this provides a margin of safety.
Investing in stocks, whether through equity mutual funds or individually, can be a rewarding
experience and should form a part of everyone’s long term financial plan. By asking a few intelligent
questions we can increase the likelihood of gaining adequate returns without excessive risk.

237 Labrador Dr
Waterloo ON
N2K 4M8
T: (519) 745-8500
F: (519) 745-8283
Toll Free:
(877) 745-8500

If you would like to know more about my approach, please call me or email me at
cliff.roth@manulifesecurities.ca
Contributor: Cliff Roth C.I.M., Financial Advisor
This publication contains opinions of the writer and may not reflect opinions of Manulife Securities
Incorporated. The information contained herein was obtained from sources believed to be reliable, but no
representation, or warranty, express or implied, is made by the writer or Manulife Securities Incorporated or
any other person as to its accuracy, completeness or correctness. This publication is not an offer to sell or a
solicitation of an offer to buy any of the securities. The securities discussed in this publication may not be
eligible for sale in some jurisdictions. If you are not a Canadian resident, this report should not have been
delivered to you. This publication is not meant to provide legal or account advice. As each situation is different
you should consult your own professional Advisors for advice based on your specific circumstances.

Insurance products and services are offered through Arca Financial Group Inc.
Manulife Securities Incorporated is a member of the Canadian Investor Protection Fund.
Manulife Securities Investment Services Inc. is a member of the MFDA IPC.
Manulife Securities and the block design are registered service marks and trade marks of The
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Perspective
People who care, Plans that perform

If You're in the Sandwich
Generation, an Insured
Retirement Program May Help
Like many in the Accumulator stage (typically between the ages of 40
and 55), you may be trying to strike a balance between living in the
moment and planning for your retirement.
What does this mean? Well, you may need to pay for your children's
education or help your aging parents move to a retirement home... or
you may have purchased a vacation property. All the while, you're also
starting to look to the future and save for your retirement. You're caught
in the middle. That's why it's also called the sandwich generation.
There's good news. The Insured Retirement Program was designed to
help Accumulators like you. It's a concept that:
• Provides you with life insurance protection
• Creates cash value that grows on a tax-deferred basis
• Provides security for a loan
• Allows you to borrow money tax free
• Uses your policy's life insurance proceeds to repay the loan
when you die
Who is it for? Meet Ryan and Sara
Ryan is 46 and Sara is 44. They've been married for 17 years and have
two teenage children. Both work full time. Ryan is an engineer and Sara
is a nurse. Each year they maximize their RRSP (Registered Retirement
Savings Plan) and pension plan contributions. They currently own some
term insurance, but worry they don't have enough coverage. They're
also concerned because they know that, as time moves on, the cost of
getting more insurance will increase. There's even a real possibility they
might not be able to get more coverage if their health changes.

with the high cost of university. They figure they only have so many
working years left, so they're managing their investments to balance
their risk tolerance with their need for growth — but they realize they
may need to earn a higher rate of return to get where they want to be.
This could mean investments that carry more risk than they're
comfortable with.
Their current strategy may be a perilous one because, as the economy
recently proved, the market can be volatile.
Another thing Ryan and Sara don't realize is that their plan's success
depends on their investment's rate of return — or how much it earns —
and the fact that any money they earn is taxable. It's a catch-22: the
higher the return, the more tax they'll have to pay.
It's the "after-tax" rate of return that ultimately determines how much
you'll have for your retirement.
Ryan and Sara have options
Ryan and Sara want to make sure they have a plan that helps them
achieve their retirement goals. They have a couple of options:
1. They can continue as they're doing and pay tax on the income
earned by their savings.
2. They can invest the funds in an Insured Retirement Program.
The Insured Retirement Program is designed to meet their dual need for life
insurance protection now and a healthy retirement income in the future.
Let's take a look at what happens to their money with both options.

The couple's kids — Jason and Megan — are both in high school and
they're thinking about university. Ryan and Sara realize they'll soon be
empty nesters. They want to make sure they plan now, while they're
working, for a secure retirement.

Running the numbers
Ryan and Sara plan to set aside $15,000 per year for 15 years. After Sara
turns 65, they'll begin withdrawing money each year to supplement their
retirement income.

They've been putting additional money into a variety of investments and
they're hoping this will go a long way towards helping Jason and Megan

With the Insured Retirement Program, Ryan and Sara invest the same
funds and are able to access the same amount of money to supplement
Continued on page 2
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their income during retirement. But this strategy also helps them create a much higher
estate value.
It's easy to see why this is a great solution for Ryan and Sara. They get the best of
both worlds — the life insurance protection they need plus a tax-efficient way to
save for retirement.
Understanding the Insured
Retirement Program
With the Insured Retirement
Program, Ryan and Sara purchase an
exempt life insurance policy and
create cash value by putting more
money into the policy than is required
to pay the policy charges. When they
retire, the policy may be used to
secure a line of credit loan from their
bank. Ryan and Sara can access the
line of credit as needed and receive
the borrowed money tax free to
supplement their retirement income.
An important benefit of the Insured
Retirement Program is that, if done
properly, the bank will not require
any loan payments of interest and
principal until Ryan and Sara die.
When they do, their estate uses the
proceeds of the life insurance policy
to repay the line of credit. Any money
left over goes to their beneficiaries.
It seems simple, doesn't it? With the Insured Retirement Program, you have the
permanent life insurance you need to protect you now plus access to tax-free money
during your retirement years.
Is the Insured Retirement Program right for you?
The Insured Retirement Program isn't right for everyone. It may be right for you if you are:
• Living in Canada and paying taxes
• Able to maximize your RRSP and
• Healthy
pension contributions and still have
• Between the ages of 30 and 55
extra funds available to invest
• Okay with long-term planning strategies
• Not afraid of debt
If you're ready to plan for your retirement, but still want to live for today, find out how the
Insured Retirement Program can work for you. Talk to your advisor for more information.

Congratulations to John Lunz
Todd Aitchison
Commercial Insurance Specialist

Arca Financial Group is pleased to announce that John Lunz has recently
graduated from the Sauder School of Business, Business Families Centre Program
and obtained his FEA (FAMILY ENTERPRISE ADVISORTM) certification. John
is now one of only two advisors in Waterloo Region with this certification.

Josslin Insurance began in New Hamburg back in
1880. In 1976 the Wagler Family bought the
brokerage that now serves families and businesses in
Elmira, Kitchener, New Hamburg, Tavistock,
Wellesley and surrounding communities.

"My completion of the FEA program has highlighted the need for a multidisciplinary team to assist families in navigating these challenges. The program
has enhanced my understanding of these unique issues, and offered great
insights into working with a team of professionals in providing guidance for
multiple generations of entrepreneurial families." – John Lunz

I started eight years ago, when I was approached by
the president of another brokerage who felt I had the
customer service skills and personality to help people
with their insurance needs. Once I got involved, I
became interested in commercial insurance because
no two businesses are alike. I enjoyed the unique
perspectives of helping clients with their business
solutions. Since joining Josslin Insurance five years
ago, I haven’t looked back.

When you put business and family together, you have a powerful mix. In fact,
family enterprise forms the backbone of the Canadian economy, with families
owning or controlling an estimated 80% of all businesses. But here is the
problem that few people understand: the fundamental principles applied to most
businesses simply do not address the unique issues that confront modern
business families, their distinct business challenges, or the interpersonal
dynamics that families inevitably face.
After working with family enterprises for over a decade, University of British
Columbia’s (UBC) Sauder School of Business learned that there is a shortage of
specially skilled advisors. In a search for a solution to this challenge, they
pioneered a new field of study aimed at advisors working with entrepreneurial
families. The Family Enterprise Advisor Program targets accountants, lawyers,
bankers, financial planners, therapists, coaches and facilitators, augmenting their
technical skills with a deeper understanding of business families and the unique
issues they face. The program puts advisors on track to receiving the FEA
accreditation, the only designation that specializes in Family Enterprise
Advising, and involves courses in: Business Family Dynamics, Family
Enterprise Strategy, Business Family Consulting, Business Boards and Family
Councils, Multi-disciplinary Advising, Facilitation and Communication Skills,
and Continuity Planning.

Josslin Insurance offers coverage for homes, cars,
farms and businesses. I specialize in helping business
owners find coverage to best suit their needs by
looking into their operations and making suggestions
that will help them in the long run. Even after we’ve
signed the papers, I’m still there to provide advice on
how to manage their risks. There are a lot of things
that set us apart from the insurance providers you see
on TV, but the main difference is our involvement in
the communities we live and work in, and our personal
service. When our clients call, they’ll be speaking to a
person, not a machine. If something happens after
hours, our clients will be put in touch with a member
of our management team who will help them through
the first few hours. The next day, we’ll be on site to
help them plan how to start getting back to normal.
Looking forward, we will continue to strive to make
insurance more accessible and understandable for our
clients and work true to our promise of protecting you,
the ones you love, and the things that matter most.

Arca Financial Group realizes that the ownership of small and medium sized
businesses in Canada will transfer to the next generation, or to other parties, such
as employees or third party purchasers. However, we also know that many business
owners have yet to start discussing their exit plans with their family or business
partners. With more service providers stating that they’re offering or expanding
their services to family businesses, the knowledge that John has gained from these
courses is an important part of what sets us apart from others, but it mainly enables
Arca Financial Group to offer educated advice to family business owners.

Contributor: Todd Aitchison
Josslin Insurance Brokers

John is now a member of The Institute of Family Enterprise Advisors (IFEA).
For more details about this organization see www.ifea.ca. Please contact John if
you would like to discuss the exit strategies for your family business.

The ability to secure a loan is subject to credit approval by the financial institution and having an insurance
policy does not guarantee loan approval.
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This content is provided courtesy of Solutions from Manulife Financial. The information contained in this
article is not intended nor should it be considered as providing specific legal or tax advice. The persons
and situations depicted are fictional and their resemblance to anyone living or dead is purely coincidental.
Individuals should consult with their professional advisors to ensure that any information provided is
applicable and appropriate to their specific situation. © 2013 Copyright of this article is held by Manulife
Financial. No liability is accepted by The Manufacturers Life Insurance Company (Manulife Financial)
or its officers and employees for the consequences of any errors and omissions of this article.

Client Service
Associate

Arca Family Announcements
In order to offer networking opportunities to our clients
and business partners, we feature one business in each
newsletter. If you would like your business to be
profiled, please contact Rose Frim at (519) 745-8500
or by email at rfrim@arcafinancial.com.

Congratulations to Chris and Lauren Osborne who welcomed a new addition to
their family! Emmie Jean Osborne was born on February 8, 2013. All the best
wishes to the Osborne family!
We are happy to announce the addition of two new members to our staff:
Natalia Ginzburg has joined us as an Associate on the Investment team. Bobby
Barry has joined Arca as Branch Manager and Investment Advisor. Welcome
aboard Natalia and Bobby!
Congratulations to Debra Matte, who has completed her requirements for
the Canadian Securities Courses.
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their income during retirement. But this strategy also helps them create a much higher
estate value.
It's easy to see why this is a great solution for Ryan and Sara. They get the best of
both worlds — the life insurance protection they need plus a tax-efficient way to
save for retirement.
Understanding the Insured
Retirement Program
With the Insured Retirement
Program, Ryan and Sara purchase an
exempt life insurance policy and
create cash value by putting more
money into the policy than is required
to pay the policy charges. When they
retire, the policy may be used to
secure a line of credit loan from their
bank. Ryan and Sara can access the
line of credit as needed and receive
the borrowed money tax free to
supplement their retirement income.
An important benefit of the Insured
Retirement Program is that, if done
properly, the bank will not require
any loan payments of interest and
principal until Ryan and Sara die.
When they do, their estate uses the
proceeds of the life insurance policy
to repay the line of credit. Any money
left over goes to their beneficiaries.
It seems simple, doesn't it? With the Insured Retirement Program, you have the
permanent life insurance you need to protect you now plus access to tax-free money
during your retirement years.
Is the Insured Retirement Program right for you?
The Insured Retirement Program isn't right for everyone. It may be right for you if you are:
• Living in Canada and paying taxes
• Able to maximize your RRSP and
• Healthy
pension contributions and still have
• Between the ages of 30 and 55
extra funds available to invest
• Okay with long-term planning strategies
• Not afraid of debt
If you're ready to plan for your retirement, but still want to live for today, find out how the
Insured Retirement Program can work for you. Talk to your advisor for more information.

Congratulations to John Lunz
Todd Aitchison
Commercial Insurance Specialist

Arca Financial Group is pleased to announce that John Lunz has recently
graduated from the Sauder School of Business, Business Families Centre Program
and obtained his FEA (FAMILY ENTERPRISE ADVISORTM) certification. John
is now one of only two advisors in Waterloo Region with this certification.

Josslin Insurance began in New Hamburg back in
1880. In 1976 the Wagler Family bought the
brokerage that now serves families and businesses in
Elmira, Kitchener, New Hamburg, Tavistock,
Wellesley and surrounding communities.

"My completion of the FEA program has highlighted the need for a multidisciplinary team to assist families in navigating these challenges. The program
has enhanced my understanding of these unique issues, and offered great
insights into working with a team of professionals in providing guidance for
multiple generations of entrepreneurial families." – John Lunz

I started eight years ago, when I was approached by
the president of another brokerage who felt I had the
customer service skills and personality to help people
with their insurance needs. Once I got involved, I
became interested in commercial insurance because
no two businesses are alike. I enjoyed the unique
perspectives of helping clients with their business
solutions. Since joining Josslin Insurance five years
ago, I haven’t looked back.

When you put business and family together, you have a powerful mix. In fact,
family enterprise forms the backbone of the Canadian economy, with families
owning or controlling an estimated 80% of all businesses. But here is the
problem that few people understand: the fundamental principles applied to most
businesses simply do not address the unique issues that confront modern
business families, their distinct business challenges, or the interpersonal
dynamics that families inevitably face.
After working with family enterprises for over a decade, University of British
Columbia’s (UBC) Sauder School of Business learned that there is a shortage of
specially skilled advisors. In a search for a solution to this challenge, they
pioneered a new field of study aimed at advisors working with entrepreneurial
families. The Family Enterprise Advisor Program targets accountants, lawyers,
bankers, financial planners, therapists, coaches and facilitators, augmenting their
technical skills with a deeper understanding of business families and the unique
issues they face. The program puts advisors on track to receiving the FEA
accreditation, the only designation that specializes in Family Enterprise
Advising, and involves courses in: Business Family Dynamics, Family
Enterprise Strategy, Business Family Consulting, Business Boards and Family
Councils, Multi-disciplinary Advising, Facilitation and Communication Skills,
and Continuity Planning.

Josslin Insurance offers coverage for homes, cars,
farms and businesses. I specialize in helping business
owners find coverage to best suit their needs by
looking into their operations and making suggestions
that will help them in the long run. Even after we’ve
signed the papers, I’m still there to provide advice on
how to manage their risks. There are a lot of things
that set us apart from the insurance providers you see
on TV, but the main difference is our involvement in
the communities we live and work in, and our personal
service. When our clients call, they’ll be speaking to a
person, not a machine. If something happens after
hours, our clients will be put in touch with a member
of our management team who will help them through
the first few hours. The next day, we’ll be on site to
help them plan how to start getting back to normal.
Looking forward, we will continue to strive to make
insurance more accessible and understandable for our
clients and work true to our promise of protecting you,
the ones you love, and the things that matter most.

Arca Financial Group realizes that the ownership of small and medium sized
businesses in Canada will transfer to the next generation, or to other parties, such
as employees or third party purchasers. However, we also know that many business
owners have yet to start discussing their exit plans with their family or business
partners. With more service providers stating that they’re offering or expanding
their services to family businesses, the knowledge that John has gained from these
courses is an important part of what sets us apart from others, but it mainly enables
Arca Financial Group to offer educated advice to family business owners.

Contributor: Todd Aitchison
Josslin Insurance Brokers

John is now a member of The Institute of Family Enterprise Advisors (IFEA).
For more details about this organization see www.ifea.ca. Please contact John if
you would like to discuss the exit strategies for your family business.
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As the saying goes, there is more than one way to make money in the stock markets. As a
financial advisor and student of markets, I have looked at and studied many different
approaches to stock and market analyses, from deep value to high growth strategies. After
years of experience (sometimes learning the hard way), I have settled on an approach that
seems to work well in terms of keeping me out of danger and providing me with lots of
upside potential. I thought I would share a few things I look at before I buy a stock.
1. A stock is a share in a business, so I take the view that I am buying a business.
A few of the questions I ask are:
– What does the company do or sell and can I understand it? For example, I can
understand coffee and donuts. I have a harder time understanding quantum computing.
– How much debt is on the books? No debt usually means no bankruptcy.
– Have they ever made money? I am not interested in new ventures.
– Is the business likely to be around in 20 years? I am not investing in video stores right
now. I suspect teenagers today will not remember ‘Blockbuster Video’.
– Is there good management in place? This can be difficult to answer but a proven track
record over one or two complete business cycles provides useful information.
– What has been their Return on Capital and Return on Equity? Spending a million
dollars just to make twenty thousand a year is NOT attractive. (Farm prices today
reflect these economics).
2. What’s it worth?
– After answering the above questions, the next obvious query is to determine the value
of the company. This ‘intrinsic value’ will be slightly different for everyone.
– A few metrics I use are book value (shareholder equity), earnings power, and
discounted cash flow models.
– Is it a cyclical business and if so where are they in the cycle? I prefer companies that
can do well in good and bad times. Commodity type companies i.e. price takers, often
have extreme cycles.
3. What is the asking price?
– "The Price you pay determines your rate of return" - Warren Buffett, as quoted in
Buffettology, pg. 199.
– My goal is to buy below intrinsic value and sell if the price goes far above intrinsic
value. I prefer to hold as long as fundamentals hold up. Buying at a discount to intrinsic
value offers a margin of safety should business fundamentals change.
– I try to limit my buys to stock investments that have the potential of 15% returns or
better. Again this provides a margin of safety.
Investing in stocks, whether through equity mutual funds or individually, can be a rewarding
experience and should form a part of everyone’s long term financial plan. By asking a few intelligent
questions we can increase the likelihood of gaining adequate returns without excessive risk.
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If You're in the Sandwich
Generation, an Insured
Retirement Program May Help
Like many in the Accumulator stage (typically between the ages of 40
and 55), you may be trying to strike a balance between living in the
moment and planning for your retirement.
What does this mean? Well, you may need to pay for your children's
education or help your aging parents move to a retirement home... or
you may have purchased a vacation property. All the while, you're also
starting to look to the future and save for your retirement. You're caught
in the middle. That's why it's also called the sandwich generation.
There's good news. The Insured Retirement Program was designed to
help Accumulators like you. It's a concept that:
• Provides you with life insurance protection
• Creates cash value that grows on a tax-deferred basis
• Provides security for a loan
• Allows you to borrow money tax free
• Uses your policy's life insurance proceeds to repay the loan
when you die
Who is it for? Meet Ryan and Sara
Ryan is 46 and Sara is 44. They've been married for 17 years and have
two teenage children. Both work full time. Ryan is an engineer and Sara
is a nurse. Each year they maximize their RRSP (Registered Retirement
Savings Plan) and pension plan contributions. They currently own some
term insurance, but worry they don't have enough coverage. They're
also concerned because they know that, as time moves on, the cost of
getting more insurance will increase. There's even a real possibility they
might not be able to get more coverage if their health changes.

with the high cost of university. They figure they only have so many
working years left, so they're managing their investments to balance
their risk tolerance with their need for growth — but they realize they
may need to earn a higher rate of return to get where they want to be.
This could mean investments that carry more risk than they're
comfortable with.
Their current strategy may be a perilous one because, as the economy
recently proved, the market can be volatile.
Another thing Ryan and Sara don't realize is that their plan's success
depends on their investment's rate of return — or how much it earns —
and the fact that any money they earn is taxable. It's a catch-22: the
higher the return, the more tax they'll have to pay.
It's the "after-tax" rate of return that ultimately determines how much
you'll have for your retirement.
Ryan and Sara have options
Ryan and Sara want to make sure they have a plan that helps them
achieve their retirement goals. They have a couple of options:
1. They can continue as they're doing and pay tax on the income
earned by their savings.
2. They can invest the funds in an Insured Retirement Program.
The Insured Retirement Program is designed to meet their dual need for life
insurance protection now and a healthy retirement income in the future.
Let's take a look at what happens to their money with both options.

The couple's kids — Jason and Megan — are both in high school and
they're thinking about university. Ryan and Sara realize they'll soon be
empty nesters. They want to make sure they plan now, while they're
working, for a secure retirement.

Running the numbers
Ryan and Sara plan to set aside $15,000 per year for 15 years. After Sara
turns 65, they'll begin withdrawing money each year to supplement their
retirement income.

They've been putting additional money into a variety of investments and
they're hoping this will go a long way towards helping Jason and Megan

With the Insured Retirement Program, Ryan and Sara invest the same
funds and are able to access the same amount of money to supplement
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