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We are living through incredibly challenging times. COVID-19 has profoundly impacted our economy, our
communities, and our daily way of life. Sadly, the most vulnerable in our society are those hit hardest by the
global pandemic, economically and from a health perspective.
Given the current environment, we believe thoughtful and well-planned philanthropy is more important than ever.
To that end, we are pleased to continue our collaboration with Spire Philanthropy to provide insights for charities,
foundations and not-for-profit organizations throughout Canada. We believe any role we can play, helping these
organizations fulfill their missions is time very well spent.
It is hard to believe it has only been a year since we hosted our Amplify Your Impact event. At that event, we
explored various topics, including the important legal issues facing charities, the role of impact investing, and best
practices for choosing an investment manager. We look forward to similarly engaging with you in what we hope
is the not too distant future.
This issue of Amplify continues in the same spirit of sharing timely and relevant information with the aim to help
charities deliver on their unique missions.
We hope you enjoy the read. Your feedback is always welcomed.

Anthony J. Messina
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Stay calm…
and diversify

David Onyett-Jeffries, CFA, MA
Vice President, Multi Asset Class
Solutions – Guardian Capital LP

The heightened volatility of 2020 is a reminder of how
important it is to have a diversified investment strategy
supported by a sound investment policy. Charities with a
well-structured Investment Policy Statement are able to focus
on the long-term and avoid the pitfalls of making decisions
based on emotion when markets are in turmoil.

Moreover, the parting of the main clouds that darkened
the outlook in recent years (namely, the ebbing of the
US/China trade war and increased clarity on Brexit) at the
close of last year provided plenty of cause for optimism
that would further support this move toward a more riskskewed and less-diverse portfolio to start the new decade.

After a year like 2019 in which all asset classes generated
positive performance the benefits of holding a welldiversified portfolio can easily be lost among investors.
Indeed, if all assets seemingly rise together, then it would
appear to make sense to simply own those assets that
generate the best performance, which in this case would
mean equity given that they recorded strong gains in
every geographic region and industry sector in 2019 —
the performance over the last decade would support this
approach as well.

This year, however, has clearly reinforced the benefit of
spreading the wealth.

Asset Class Total Returns, 2019 (%, C$)

The rapid spread of the novel coronavirus caused panic
among investors, with funds flowing out of the riskier
parts of the financial market and into safe havens at
record speed. Accordingly, any investors that eschewed
balancing out their portfolios following last year’s
fantastic performance felt pain, which in turn spurred
on further ill-timed decisions to sell, in an effort to
protect capital in these uncertain times.
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While the major risks on the radar at the outset of 2020
faded — the tensions between the US and Iran came off the
boil while trade tensions did not re-escalate — markets
once again made apparent the need to be prepared for the
unexpected. After all, few if any analysts were factoring in
the historically negative impacts of a potential pandemic
into their forecasts at the start of this year.

History has shown time and time again that allowing
emotion to drive the investment decision making
process is bad for investors’ wealth as short-sighted and
undisciplined reactions can carry significant (negative)
implications for long-term portfolio performance —
and this time, with the record-setting rebound in
financial markets from the sharp and rapid selloff,
has been no different.
It is always better to remain unemotional with respect
to managing finances, instead taking a disciplined and
long-term approach to asset mix decisions with strategic
portfolio allocations serving as a tether to rein in impulses.
It may be the case that a well-diversified portfolio lags in a
rising market environment such as in 2019, but it will do
a better job at preserving capital when markets turn for the
worse such as has been experienced so far this year.
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A balanced portfolio will never be the top performer,
but it also will never be the worst — indeed, the last
decade shows a balanced portfolio’s performance
remaining comparatively stable and solidly middle
of the pack despite the wide variation and shifting
among the winners and losers over the last decade.
When market conditions are jubilant, investors face
temptation to chase what is hot and add to positions
that have thrived at the expense of culling exposure to

those assets that play an important role in mitigating
portfolio risk. Conversely, when the environment
becomes more volatile, there is a compulsion to sell
risk assets and dive full board into safe havens in an
effort to quarantine their wealth from ill markets.
Instead, investors with a long time horizon will find
that maintaining a disciplined and long-term focus in
their investment process is the best medicine to keep
portfolios healthy for years to come.

Calendar Year Asset Class Total Returns (%, C$)
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bond=FTSE Canada Federal Bond; Cash=FTSE Canada 91 Day T-Bill; Balanced=25% S&P/TSX, 30% MSCI All-Country World, 40% FTSE Canada Universe, 5% FTSE Canada 91 Day T-Bill

Is now the right time
for impact investing?

Upkar Arora, FCPA, FCA, ICD.D
CEO - Rally Assets

Greater call on their resources. The number of people
It was one year ago that I wrote an article for this
publication describing the relevance of impact
investing in fulfilling the mandate of charities.
I could not possibly have predicted the disruptions,
in the form of COVID-19, environmental disasters,
economic downturns, political upheavals and stock
market volatility that would follow in the subsequent
year. There have been profound implications of
these disruptions for nonprofits and charities.

requiring assistance due to the pandemic has increased
by an order of magnitude and the consequences has been
disproportionately felt by those already marginalized
and vulnerable. Many foundations have responded by
increasing their disbursement quota to 5% in the current
year and encouraging others to do the same.

Reduced revenue. Due to lower donations, generally, the
inability to raise event-based funds, and possibly the
lingering effect of the WE Charity scandal. This is impacting
the short term and putting at risk long-term sustainability.
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Reduced investment return expectations. Extremely low

3. Mission alignment. Charities provide grants to ameliorate

interest rates have reduced return expectations for bonds;
a rapidly rising equity market from the March lows in an
uncertain economic environment is resulting in rising
volatility as investors question long-term fundamentals
and valuation levels (particularly amongst outperforming
sectors such as big tech).

social, justice or environmental issues. Yet there is often
a misalignment between where they grant, and where
and how they invest. Impact investing creates internal
alignment and coherence with mission and ensures the
investment approach is not working at cross purposes by
undermining, counteracting or contributing to the very
same problems that granting is designed to address.

Stalled progress. Globally, progress on the 2030 UN
Sustainable Development Goals (SDGs) has been set
back dramatically, especially in the area of poverty
reduction. The rise in populist movements is making
it even more challenging to engage in multilateral
cooperation to solve these global issues.
But impact investing (investing with the intention of
generating measurable positive impact alongside a
financial return) still plays a significant role in helping
to navigate through this uncertainty. We at Rally Assets
feel charities and nonprofits need to embrace impact
investing now more than ever, for three main reasons.

1. Timely imperative. The need for private capital to solve
social and environmental problems today is vastly greater
than compared to a year ago - at the local or global level.
The declining capacity of governments and individuals to
fill that void means the role of private capital is also more
urgent and necessary.
2. Better risk-adjusted returns. We believe investing in
companies focused in markets and sectors that have
better prospects for long-term growth - those building
strong sustainable competitive advantages, and those
focused on meeting the UN SDGs where $2 to 4 trillion
of capital is needed annually - will deliver better riskadjusted returns over the long-term. These are companies
that have invested in building trust, goodwill and shared
value with multiple stakeholders - employees, suppliers,
customers and communities. They therefore face reduced
risks from changing regulations, employee actions,
litigation, consumer and shareholder revolts and the
concomitant financial and reputational risk. Investing
across all the SDGs offers diversification benefits to
portfolios given the need to create systems change and
opportunities to invest across multiple sectors, regions,
and asset classes.

1

Instead of being thought of as something new to take
on, in these disruptive and demanding times, impact
investing can instead be thought of as a way to help
create a more secure future for a charity, which more
and more charities are embracing. There is continuing
evidence that the quest for sustainable long-term returns,
is encouraging more investors, inside and outside the
charitable sector, to deepen their focus on investing for
impact. For example Morningstar’s third quarter report1
released on October 19, 2020 indicated that in Canada
• Growth in the sustainable fund market continues to be resilient,
observed by positive flows, significant growth in assets, and
reasonable performance.
• Retail assets invested in sustainable funds continued to increase,
topping $10 billion.
• Thirteen new sustainable products were launched in the third
quarter (Rally Assets itself, launched two impact funds in June).
• Performance wise, at the end of the third quarter, 58 of 93
sustainable funds ranked in the top half of their respective
Morningstar Category peer groups on a risk-adjusted basis after fees.
Our own research of funds and ETFs domiciled in US/
Canada that have a Global Equities ESG or sustainable
mandate showed an average return of 11.8% vs. MSCI
World at 10.4% and MSCI ACWII at 10.3% over the past
12 months ending September 30, 2020 but this is too short
a time frame on which to draw definitive conclusions.
In conclusion, all investing has an impact. It is just a
question of whether that impact is positive or negative.
And whether that impact is aligned and supports the
mission or misaligned. We believe those charities who
reflect on this question will conclude, as we do, that impact
investing is an invaluable approach they should embrace.

https://www.morningstar.com/content/dam/marketing/shared/pdfs/Research/Sustainable-Investing-Landscape-for-Canadian-Fund-Investors-Q3-2020.pdf
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Seven rules
for building a
high-functioning
investment committee
RULE ONE | INCLUDE AT LEAST ONE
BOARD MEMBER ON YOUR INVESTMENT
COMMITTEE
Bradley Offman
Chief Executive Officer
Spire Philanthropy

An investment committee plays a critical role in the
oversight of a charity’s assets. Typically, the role of an
investment committee (IC) is to provide advice and
direction to the charity’s Board of Directors. The Board
is ultimately responsible for the fiduciary oversight of
a charity’s assets, including its investments.
A high-functioning investment committee can make a
big difference for a charity by ensuring its investments
reflect the organization’s broader investment objectives
and risk tolerance. Furthermore, an investment
committee can identify underperformance, elevated
performance or other issues that may impact a charity’s
investment portfolio.
Unfortunately, many charities don’t follow some
battle-tested best practices for the composition and
functioning of their investment committees. This
article identifies the top SEVEN recommendations that
all charities should follow.
Perhaps we should note, not all charities should have
investment committees. For charities with limited
investments, or for charities that have a Board that is
capable of performing the function of an investment
committee, an investment committee may not be an
absolute requirement.

It’s not absolutely necessary for the IC to include a Board
Member, it can create a seamless transition from the
recommendations of the IC to the approval of the Board.
Choose a Board Member who can help direct the IC’s
decision-making processes and ensure that these processes
are adequately communicated to the Board.

RULE TWO | SPELL OUT THE ROLE OF
THE INVESTMENT COMMITTEE IN THE
INVESTMENT POLICY
An organization’s Investment Policy should provide the
mandate for creating an investment committee. It might
also want to state the minimum number of members
and guidance on its composition, including the fact that
it should include at least one Board Member. Outlining
meeting frequencies and expected attendance is another
important element to include.

RULE THREE | DO NOT OVERLOAD YOUR
INVESTMENT COMMITTEE WITH INVESTMENT
PROFESSIONALS
Investment Committees are required to review an
organization’s investments for pricing, performance, risk,
mission-alignment, compliance and policy adherence. For
that reason, the composition of the Committee should
reflect both investment professionals and others with
knowledge of governance and investment compliance.
Lawyers, accountants and financial advisors will contribute
these skills; and provide some different and fresh
perspectives that will benefit the Committee as a whole.
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RULE FOUR | IF YOU HAVE MULTIPLE
INVESTMENT PROFESSIONALS ON YOUR
COMMITTEE, MAKE SURE THEY BRING
DIFFERENT SPECIALIZATIONS TO THE TABLE
There are many different types of investment
professionals. Some specialize in equities, fixed income,
real estate or other alternative asset classes. They may
specialize in asset allocation and/or other issues related
to investment management. Even different levels of
experience will bring different perspectives to the table.
Consider the diversity of investment management
professionals when building your committee.

RULE FIVE | MEET FREQUENTLY
AND MAKE SURE MEETINGS ARE
WELL-PLANNED AND STRUCTURED
As a committee of the Board, all meetings of the
Investment Committee should be structured and
planned. Minutes must be taken, and materials should
be circulated before the meeting, giving the members
ample time to review. The IC should hold meetings
on a minimum quarterly basis: in this new virtual
environment, that’s probably quite a bit easier
to achieve.

RULE SIX | MAKE DECISIONS QUICKLY
AND FIRMLY
Some charities sit on underperforming managers
for months, even years, because the Investment
Committee lacks a structure and process for
making decisions quickly and firmly (infrequency
of meetings also contributes to this). Committees
are doing the charities they serve a disservice when
they allow weak performers to sit in the charity’s
portfolio for a prolonged period.

RULES SEVEN | REMOVE DISENGAGED
MEMBERS
Sadly, a committee member may join a Committee
only for the prestige or influence of being a member
(especially if it is a high-profile charity). Alternatively,
a committee member may participate with the best of
intentions, and then other competing interests may pull
them away from their commitment. Either way, these
members need to be removed. The Committee’s Terms
of Reference should dictate automatic removal of a
member from the Committee after three consecutive
missed meetings (and have provisions for removal
after missing a certain number of meetings in total).
A disengaged Investment Committee can be disastrous
for a Charity, and all steps taken to ensure that all
members are fully committed.

Seven rules for building
a high-functioning
investment committee

1
2
3
4
5
6
7

Include at least one Board Member
on your Investment Committee
Spell out the role of the Investment
Committee in the Investment Policy
Do not overload your Investment
Committee with Investment Professionals
If you have multiple Investment Professionals
on your Committee, make sure they bring
different specializations to the table
Meet frequently, and make sure meetings
are well-planned and structured

Make decisions quickly and firmly

Remove disengaged members
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This presentation is for educational purposes only and does not constitute investment, legal, accounting, tax advice or a recommendation to buy, sell or hold a security. It is only intended for the
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Capital LP acts as a sub-adviser to Guardian Capital Advisors LP for certain accounts and strategies and is also the manager of the Guardian Capital Funds. Commissions, trailing commissions,
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