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The purpose of this booklet  
is to provide general investment  
information to CSS Pension Plan  
Members. It should not be interpreted  
as investment advice. For advice, you should 
contact a qualified financial advisor at your 
credit union or wherever you bank.
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The CSS Pension Plan recommends that you consult a qualified financial 
advisor before deciding how to invest your pension funds. If you are not already 
working with an advisor who you know and trust, the information below will 
help you start your search. 

How can a financial advisor help me?
It depends on how near you are to retirement. If you still have several 
years to work, a financial advisor can help you calculate a realistic 
retirement savings objective and develop strategies to reach it. If you are 
near retirement, a financial advisor can still help, by advising on the 
different options available to preserve your retirement savings and convert 
them into retirement income.

How will I find a qualified financial advisor?
The Financial Planning Standards Council of Canada (FPSC) outlines  
a ten-step search process on its website. Some of the FPSC’s suggested 
steps are:

•  Think about your general financial goals and specific needs before you go 
to see an advisor.

• Talk to colleagues and friends. Try to get referrals from people you trust.

•  Choose an advisor with a recognized professional designation (see “What 
qualifications should I be looking for?” on page 3). 

•  Get it in writing. Ask your advisor to document the nature and scope 
of services that will be provided. This should include how the advisor 
will be paid and any relationships he/she has with investment firms or 
fund distributors.

 
1. Getting Directions
Finding a Qualified Financial Advisor

Working With a Financial Advisor

The entire recommended search process and a complete description of the 
six-step financial planning process discussed on pages 4 to 6 are available 
on the website of the Canadian Financial Planners Standards Council (FPSC) 
located at www.fpsc.ca. The FPSC website also includes information about 
choosing a financial planner.
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How are financial advisors compensated?
A financial advisor is typically paid for preparing a financial plan in one of 
two ways. Some financial advisors, in addition to preparing financial plans, 
act as sales agents for investment firms or mutual fund distributors. They 
usually receive a base salary plus commissions on the funds they sell. Other 
advisors prepare financial plans separate and apart from the investment 
sales process. They either work on salary, or charge fees directly to their 
clients. They don’t receive commissions on fund sales.  

What qualifications should I be looking for? 
In Canada, there is no legislation that regulates the professional conduct 
of “financial advisors.” Instead, there is a confusing mix of designations 
used by individuals who may, or may not, be qualified or committed to 
giving you comprehensive and unbiased planning advice. 

Look for an advisor who holds a recognized financial planning 
designation such as: 

(CFP™) Certified Financial Planner™ 

This designation is awarded in Canada by Financial Planners Standards 
Council (FPSC). CFP professionals must complete four required courses, 
write a national examination and meet the FPSC’s standards for 
experience, ethics and continuing education. 

(PFP) Personal Financial Planner

A designation granted by the Canadian Securities Institute (CSI) upon 
successful completion of four courses and a comprehensive certification 
examination. PFP®s must also meet the CSI’s requirements for experience, 
ethics and continuing education.

(RFP™) Registered Financial Planner 

A designation awarded annually by the Institute of Advanced Financial 
Planners (IAFP) to its members who have met and maintained the 
professional standards as established by the Institute. 
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Where should I look for a qualified financial advisor? 
Qualified financial advisors are available through most financial 
institutions, insurance companies, investment firms and mutual fund 
distributors. If you don’t already have an advisor, a good place to start 
might be at your credit union or wherever you bank. Your credit union or 
bank has worked hard to develop its relationship with you. It has a strong 
motivation to put your interests first. 

At some credit unions and banks, Certified Financial Planners™ work “on 
staff”. They prepare financial plans for credit union members or for bank 
customers separate from the investment sales process. After they complete a 
financial plan, they make referrals to insurance agents, tax experts, lawyers 
or investment sales personnel if required. Contact your credit union or bank 
to see if such a Certified Financial Planner™ is available to you. 

What should I expect from my financial advisor?
According to the FPSC, a complete financial planning process involves  
six distinct steps. This six-step process is used by Certified Financial 
Planners™. If the advisor you select is not following a process substantially 
similar to this, you might want to review your expectations with him/her 
before proceeding further.

Getting the Conversation Started

When gathering data on your current financial situation and determining 
your goals (Step 2), your advisor will have questions about:

• Your general financial situation

• Your desired retirement date

• The type of retirement income you want 

• The amount of retirement income you expect to need

•  Your potential sources of retirement income, such as Canada Pension, 
Old Age Security, employment pension and personal retirement savings.

To complete a financial plan, your advisor will need to know how much 
pension funds you have and how it is invested. Have your advisor contact us. 
With your permission, we will provide the necessary information about your 
pension funds.
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The six-step financial planning process is as follows:

1. Establish the client-planner engagement

Your planner should:

• Explain the financial planning process. 

•  Explain the services he or she will provide. This should include 
information on how and by whom he or she will be paid. 

You and your planner should:

• Agree on how decisions will be made. 

2. Gather client data and determine your goals and expectations

Your planner should:

•  Obtain information about your financial circumstances through 
interviews or questionnaires and by gathering necessary documents. 

You and your planner should:

• Define your financial goals, needs and priorities. 

• Identify your desired results. 

3. Analyze your present financial situation

Your planner should:

•  Analyze your current financial situation to identify financial 
opportunities or limitations. 

4. Develop and present your financial plan

Your planner should:

•  Develop and prepare a financial plan tailored to your personal and 
financial situation, including projections and recommendations. 

• Present the plan to you and establish an appropriate review cycle. 

You and your planner should:

• Review the plan to ensure that it meets your objectives.
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5. Implement your financial plan

You and your planner should:

•  Implement the recommendations you have discussed and agreed upon. 
This may involve contacting investment sales personnel, accountants, 
insurance agents, lawyers or others. 

6. Monitor your financial plan

You and your planner should:

• Agree on who will monitor and evaluate progress. 

• Your plan should be periodically reviewed to consider:

 - Changes in your personal circumstances;

 - Changes in tax or other laws;

 -  Whether the investment return and other assumptions used  
to develop your financial plan are proving true or require adjustment.

Developing a Retirement Plan

Your financial plan will include a retirement plan. As you and your advisor 
develop your retirement plan (Step 4) together you will:

•  Review your current financial situation, including your pension funds 

• Project how much retirement income you will need

•  Estimate how much pension funds and other savings it will take to 
produce this level of retirement income 

•  Consider whether you are contributing enough and saving enough to reach 
your retirement savings goal by your planned retirement date. 

After your retirement plan is complete, you will have a better idea whether 
you should change how your pension funds are invested, or should be 
making additional voluntary contributions. If you decide to make a change, 
contact us.
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The CSS Pension Plan offers four investment funds – a Money Market Fund, 
Bond Fund, Balanced Fund and Equity Fund. With these fund options, members 
who wish to do so have the capacity to set an investment mix appropriate to 
their specific goals and circumstances, according to their own risk tolerance 
and investment comfort. This section provides a brief explanation of their risk 
levels and expected returns.

How are the funds different?
Each fund is expected to produce a different risk/return profile. The four 
funds are structured differently and use different investment strategies. 
Some of the key differences are explained below.

Money Market Fund
•  The Money Market Fund is invested in one asset class, Canadian 

short-term investments. It includes high-quality Canadian money-
market instruments such as commercial paper, bankers’ acceptances 
and treasury bills.

•  One investment manager 
manages the Money  
Market Fund.

•  The Money Market Fund is 
expected to produce a return 
similar to prevailing short-
term interest rates in Canada.

•  The Money Market Fund 
benchmark is the Scotia Capital 
91 day T-Bill Index.

 
2. Looking Under the Hood
Four Funds and How They Work

Money Market Fund

The primary purpose of the Money 
Market Fund is to preserve capital.  
It may be useful for members:

•  Who expect to “exit the markets” 
when they retire

•  Who wish to create a spending 
reserve from which to draw income 
when they retire.

Money Market Fund

Bank ABCP
BA’s/Bank Deposit Notes
Corporate Paper
Provincial Paper
Federal Paper

33%

39%

12%

8%

8%

Dec. 31, 2013



8

Bond Fund
•  The Bond Fund is invested mostly in bonds, along with some short-term 

investments. A bond is a debt security, under the terms of which the 
issuer is usually obliged to pay interest and to repay the principal at a 
maturity date. 

•  In general, the value of a bond rises and falls in an inverse relationship 
with the level of interest rates in the economy. When rates go up, bond 
prices fall and vice versa.

•  The Bond Fund has a lower risk/return profile than the Balanced Fund. 
Although it’s possible for the Bond Fund to experience short-term losses, 
on average, these losses are expected to be smaller and less frequent than 
the losses experienced in the Balanced Fund or Equity Fund. Expected 
returns are therefore also lower.

•  The Bond Fund’s target 
sector mix is 38% Federal 
Bonds and Guarantees,  
30% Corporate Bonds, 
30% Provincial Bonds and 
Guarantees, and  
2% Municipal Bonds. 

Bond Fund

The primary purpose of the Bond Fund  
is to offer members access to a lower  
risk/return investment strategy. It may  
be useful for members:

•  Who wish to reduce their risk of 
short-term losses as they approach 
retirement

•  Who are uncomfortable with the risk/
return profile of the Balanced Fund

•  Who are willing to accept a lower 
average return, knowing that higher 
contributions may be required or that 
retirement may be have to be delayed. 

Bond Fund

Federal Bonds/Guarantees
Corporate Bonds
Provincial Bonds/Guarantees
Municipal Bonds

38%

30%

30%

2%

Dec. 31, 2013
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Balanced Fund
•  Approximately 60% of the Balanced Fund is invested in equities (stocks) 

and 40% in fixed income investments (bonds). It is broadly diversified by 
asset class, by country and by investment manager. It is the Plan’s 
original investment fund. It is also the default fund for those who don’t 
wish to set and monitor their own asset mix.

•  The Balanced Fund is managed by a number of external investment 
managers who are responsible for a variety of investment mandates.

•  The Balanced Fund is expected to produce moderate long-term growth 
and occasional short-term losses.

•  The Balanced Fund benchmark is 38% Canadian Bonds, 20% Canadian 
Equities, 17% U.S. Equities, 6% Emerging Equities, 9% Non-North 
American Equities, 8% All Countries (excluding U.S.) Equities, and  
2% Short Term. 

Balanced Fund

The primary purpose of the Balanced 
Fund is to provide moderate long-term 
growth, with managed volatility. It may  
be useful for members:

•  Who consider themselves to  
be long-term investors

•  Who wish to take advantage  
of the Fund’s professional management, 
broad diversification and automatic 
rebalancing.

Balanced Fund

Canadian Bonds
Canadian Equities
U.S. Equities
Emerging Equities
Non-North American Equities
All Countries ex U.S. Equities
Short Term

38%

20%

17%

6%

9%

8% 2%

Dec. 31, 2013
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Equity Fund
•  The Equity Fund is invested 100% in equities (or stocks). An equity 

investor, as a shareholder, can receive a return on his/her investment in 
two ways. Firstly the investor can share in the profits of the company  
in the form of dividends. Secondly, the investor can experience capital 
gains (losses) as the price of the company’s stock changes over time.

•  The Equity Fund is a higher-risk portfolio, expected to produce higher 
returns over the long term but with more frequent short-term losses. 
Equities are expected to be more volatile than bonds or short-term 
investments.

•  The Equity Fund benchmark is 34% Canadian equities, 28% U.S. 
equities, 10% Emerging Equities, 15% Non-North American Equities,  
and 13% All Country (excluding U.S.) Equities. 

Equity Fund

The primary purpose of the Equity 
Fund is to offer members access to 
a higher risk/return strategy.  
It may be useful for members:

•  Who have a long-term investment 
horizon

•  Who are willing and able to take on 
more risk in order to have the 
opportunity to earn higher average 
returns. 

Equity Fund

Canadian Equities
U.S. Equities
Emerging Equities
Non-North American Equities
All Countries ex. U.S. Equities

34%

28%

10%

15%

13%

Dec. 31, 2013
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More Choice and Control

Members can use the Bond Fund and Equity Fund to set 
their own asset mix. 

The Balanced Fund, is invested approximately 60% in 
equities (stocks) and 40% in fixed income investments 
(bonds).

For members who would prefer a higher percentage of one 
or the other, the Equity Fund and Bond Fund gives these 
members more control and choice over how their pension 
funds are invested. In this way, members can choose the 
amount of risk and expected return that’s right for them.



12

What’s best for me?
When it comes to choosing how to invest your pension funds, there is no 
single “right” answer. Much depends on your age, your other assets, your 
planned retirement date and your comfort with risk.

We encourage you to review your personal circumstances with a qualified 
financial advisor to make the decision that’s “right” for you. See the 
Investment Choice Road Map on the following page to get started.

In the interim, here’s some good news: unless you tell us otherwise, your 
pension funds will be invested in the Balanced Fund – a middle-of-the-
road strategy that balances the need to grow savings with managing 
volatility. This balanced approach is reflected in the Fund’s benchmark: 
approximately 60% is invested in equities and 40% in fixed income 
investments.

If you feel that you would like to change how your pension funds are 
invested we will work with you to process the required forms and help you 
invest in the way that suits you best.

The decisions taken in these examples may not be suitable for your own 
circumstances. Consider consulting a qualified financial advisor to analyze your 
personal goals and financial situation. See Section 1 to learn how to find a qualified 
financial advisor.
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Have you seen a qualified 
financial advisor to develop 
a personal retirement plan?

See a qualified financial 
advisor. Then start again.

Leave your pension funds 
in the Balanced Fund

Review the Plan’s Investment 
Choice Booklet and Fund Fact 
sheets with your advisor

Would you like to adjust the 
mix of equities and bonds held 
in your pension funds?

Do you understand the 
risk/return profiles of the 
Equity Fund and Bond Fund?

Set your fund mix as desired 
to support your personal 
retirement plan

Review your fund mix with 
your financial advisor annually 
and adjust as desired

YE
S

YE
S

YE
S

NO

NO

NO

START

Investment Choice Road Map
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How do Fund returns compare?

Risk vs. Return
As we’ve described, each fund (or combination of funds) presents different 
levels of risk and expected returns. The diagram below captures how each 
fund compares to others offered by the CSS Pension Plan. 
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As you can see, the Money Market Fund has the lowest risk and, 
consequently, the lowest expected rate of return. By contrast, the Equity 
Fund has the highest level of risk exposure and therefore the highest 
expected rate of return. In between these two options, fall the Bond Fund 
and the Balanced Fund, each with its own risk/return profile.

After meeting with a qualified financial advisor, you should have a better 
understanding of your risk tolerance and which option is best for you at 
your stage of life and career. For more information on how to find a 
qualified financial advisor, see section 1, page 2.

Performance
Given recent Plan changes, there are no actual long-term return histories 
for the Plan’s four funds. The asset mix of the Balanced Fund has changed 
significantly over the past ten years. The Money Market Fund has only 
been available since 2005 and the Equity and Bond Funds are new 
(effective January 2011). 

The Plan’s Fund Fact Sheets therefore provide an overview of each fund 
with benchmark returns – to help members and their advisors understand 
expected differences in performance over time and to explain key 
differences among the four funds offered. The return histories for each 
fund will continue to be based on benchmark returns until each Fund has 
a sufficiently long return history to be reported.

Although past performance does not guarantee future performance, 
members may find this information useful as they discuss various options 
and opportunities with their financial advisors. The Plan’s Fund Fact 
Sheets are updated regularly and posted on the Plan’s website at  
www.csspen.com or available by contacting the Plan office. 
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In this section we explore different kinds of investment risk, explain the 
relationship between risk and return, and discuss why a moderate level  
of risk is necessary to produce an adequate retirement income.

What is investment risk?
Investment risk is the possibility that you could earn less than you expect 
from an investment, or even lose some or all of your original investment. 

There are many different sources of investment risk including:

Market risk – the risk that the value of an investment will decline due  
to a general decline in the markets.

Industry risk – the risk that the value of an investment will decline due to 
changes in the environment of a particular industry.

Business risk – the risk that the value of a company’s shares will decline 
due to poor management or adverse changes in the company’s business 
environment.

Default risk – the risk that a security issuer will not pay the interest 
promised or repay your principal when due.

Interest rate risk – the risk that an interest paying investment will decline 
in value due to an increase in interest rates.

Currency risk – the risk that a foreign investment will decline in value 
due to changes in currency exchange rates.

 Inflation risk – the risk that the value of an investment will not keep pace 
with inflation.

How are risk and return related?
The relationship between risk and return is a direct one – the greater the 
potential return, the greater the risk. In the investment world, as in life, 
there is no “free lunch.” There are no low risk investments that pay  
high returns. 

For an investment, low risk means a low return. “Safe” investments like 
Canada Savings Bonds and T-bills are considered “risk free.” Unfortunately, 
however, “risk free” investments earn the lowest expected returns.

To the extent that an investment requires you to take on more risk, it must 
offer you a higher potential return. Like any rational risk-taker, you 
require a higher potential payoff when the odds of winning decline. 

 
3. Driver Training
Understanding Investment Risk & Return
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The CSS Pension Plan offers four investment funds for its members – a 
Money Market Fund, Bond Fund, Balanced Fund and Equity Fund. Each 
contains different kinds of investments with different risk-levels and 
different expected returns. 

The Money Market Fund is at the low end of the risk/return spectrum.  
It includes mainly short-term investments like commercial paper, bankers’ 
acceptances and T-bills. 

Next comes the Bond Fund. It includes mainly fixed income securities.  
It is expected to have a lower risk of loss than the Balanced Fund or Equity 
Fund, but can still suffer occasional losses in the short-run. 

The Balanced Fund is close to the middle of the risk/return spectrum.  
It holds approximately 60% equities and 40% fixed income investments, 
with small portions invested in other assets. It is expected to produce 
moderate growth over the long term with periodic short-term losses.

At the riskiest end of the risk/return spectrum is the Equity Fund.  
It includes the shares of many of the world’s larger corporations. It is 
expected to produce the highest long-term average return but with a 
greater risk of short-term losses. 

What can you do about risk?
Risk can be reduced, but not eliminated. The Balanced Fund uses several 
risk management strategies. They are designed to reduce the investment risk 
of the Balanced Fund to an appropriate level for retirement savers – like you.

True to its name, the Balanced Fund strikes a good balance between risk 
and return, using:

• Asset class diversification;

• Investment manager diversification;

• Quality limits for fixed income investments;

•  Concentration limits for individual holdings, for economic sectors and 
for countries;

• Rebalancing limits to maintain the Fund’s target asset mix. 

In combination, these strategies reduce the risk of suffering a catastrophic 
loss. However, they do not eliminate all risk of loss. If the Balanced Fund 
were limited to “risk free” investments, your retirement savings would 
grow much more slowly.
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When you join the CSS Pension Plan, your contributions are automatically 
invested in the Balanced Fund unless you instruct us otherwise. The 
Balanced Fund is structured to produce reasonable growth over the long 
term. However, to produce this growth, the Fund must take on a moderate 
level of investment risk. For a member, this risk takes the form of 
occasional short-term losses.

Why don’t I just play it safe?
It is difficult to watch the value of an investment fall, even for a short time. 
Members want their pension funds to be invested safely. Yet market 
history indicates that the returns earned on “safe” investments are usually 
too low to produce an adequate retirement income. By accepting a 
moderate level of investment risk, the long-term growth potential of an 
investment portfolio can be increased. 

If you are uncomfortable with investment risk and are thinking of letting 
your retirement savings grow more slowly in the Bond Fund or Money 
Market Fund, just to be “safe”, consider how this choice might affect your 
future retirement income. 

The chart below demonstrates the impact of investing your retirement 
savings in different types of investments with different risk levels and 
different expected returns (see the “Risk vs. Expected Return” graph on 
page 14). Low risk investments have low expected returns. By avoiding 
risk, you could limit the growth of your retirement savings.

If you need more growth in your retirement savings, you may not be able to 
afford the low returns expected from “safe” investments. “Playing it safe” to 
avoid short-term losses could cause you to “come up short” in the long run.  

Growth of $100/Mo. Over 35 Years

Investment Average Return* Savings At Retirement

A 2% $60,643

B 4% $90,297

C 6% $138,067

D 8% $215,740

* The Average Returns shown above are used for comparative illustration only. Your actual returns will vary 
with the markets.
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Members are permitted, but not required, to choose how to invest their 
pension funds. This section answers members’ questions about the risks and 
opportunities surrounding each fund choice.

What are my choices? 
The CSS Pension Plan offers four investment funds – a Money Market 
Fund, Bond Fund, Balanced Fund and Equity Fund. Each fund – or 
combination of funds – has different levels of risk and expected returns. 
How you choose to invest your pension funds can impact your retirement 
plan. For more information about each of the Plan’s Funds see Section 2.

How do I make a choice?
Pension Plan members may choose how to allocate their pension funds 
among the Funds by completing an Investment Instructions form and 
paying a $75 processing fee. 

Do I have to choose?
No. According to the Plan’s rules, the pension funds of members who  
do not wish to make a choice are automatically invested in the Balanced 
Fund. The Balanced Fund is the Plan’s original diversified investment 
option. For more information about this fund see Section 2.

Can I change my mind?
Yes. You can move as little or as much of your pension funds as you like to 
any of the four funds, at any time. We understand that life circumstances 
and retirement plans can change so you are free to make changes to your 
fund allocation as you wish. The process is simple: every time you wish  
to re-allocate your pension funds you must submit an Investment 
Instructions form and pay the $75 processing fee. Investment Instructions 
forms can be downloaded and printed from the CSS Pension Plan website 
or you can simply contact the Plan office to have a form sent to you.

When you join the CSS Pension Plan, your contributions are automatically 
invested in the Balanced Fund unless you instruct us otherwise. The Balanced 
Fund is structured to produce reasonable growth over the long term.

 
4. Choosing Your Route
Choosing What’s Best for You
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What should I consider?
To make an informed choice, you should consider the following questions:

1. When will I retire?

2. How much pension funds will I need?

3. What type of retirement income do I want?

Your answers to these questions will affect how your pension funds should 
be invested. For help answering these questions you should consult a 
qualified financial advisor. 

Should I get advice?
Yes. Each member’s financial situation is different. Each of the Plan’s four 
funds has a different risk/return profile. To help make your decision, you 
should obtain advice from a qualified financial advisor. For information 
about finding a qualified financial advisor, please see Section 1.

Why would I choose the Balanced Fund?
During most of your working lifetime, your investment strategy should be 
focused on growing your pension funds. Investing in a broadly diversified 
portfolio of high quality investments can be expected to produce 
moderate growth over the long term with managed short-term volatility. 
If this is your objective, you may wish to stay invested in the Plan’s default 
investment option – the Balanced Fund – it is professionally managed, 
automatically rebalanced and invests approximately 60% in equities and 
40% in fixed income investments. 

Why would I choose the Equity Fund?
Some members might be willing to take on more risk of short-term losses, 
to have the opportunity to earn higher average returns. If this is your 
objective, you may wish to allocate more of your pension funds to the 
Plan’s highest risk/return option – the Equity Fund. You could do this by 
re-allocating part of your pension funds from the Balanced Fund to the 
Equity Fund, or by re-allocating all your pension funds to the Equity 
Fund and Bond Fund in the proportions you desire. Members are strongly 
encouraged to get advice before taking action.
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Why would I choose the Bond Fund?
Some members might want to reduce their risk of short-term losses and 
be willing to earn lower average returns. If this is your objective, you 
may wish to allocate more of your pension funds to the Plan’s lower risk/
return option – the Bond Fund. You could do this by re-allocating part 
of your pension funds from the Balanced Fund to the Bond Fund, or by 
re-allocating all your pension funds to the Bond Fund and Equity Fund 
in the proportions you desire. You might also want to consider 
increasing the proportion of your pension funds invested in bonds as 
you approach retirement if you intend to get a traditional monthly 
pension from the Plan. This strategy could be useful since bond values 
tend to increase when long-term interest rates fall and make monthly 
pensions more expensive. Members are strongly encouraged to get 
advice before taking action.

Why would I choose the Money Market Fund?
As you approach retirement your investment time horizon shortens. 
Growth tends to become relatively less important while preservation of 
your pension funds becomes more important. If you plan to retire soon 
and have already saved enough, then depending on the type of retirement 
income you want, you might want to increase the weighting that you  
have invested in the Bond Fund while allocating a portion of your account 
to the Plan’s most conservative option – the Money Market Fund. The 
Money Market Fund can be used as a spending reserve for members 
intending to take a Variable Benefit Payment when they retire. The Money 
Market Fund can also be used to “exit the markets” for members nearing 
retirement and planning to take a traditional monthly pension, or those 
members intending to leave the Plan and invest in GIC’s or term deposits 
after retirement. Members are strongly encouraged to get advice before  
taking action.
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What if I want a steady  
retirement income?
Some retirees are uncomfortable 
with the uncertain returns earned 
on “market-based” investments, 
such as stocks, bonds, and mutual 
funds. They don’t want their 
retirement income to depend on 
market cycles. They want a steady 
retirement income. 

If you want a steady retirement 
income, you will probably “exit 
the markets” when you retire. 
When you “exit the markets,” 
there is a risk that the effects of a short-term market loss could become 
permanent. If the Fund(s) in which you are invested are in a loss position 
when you retire, this loss will become “locked in” when you move your 
pension funds into “guaranteed” investments. Once your pension funds 
“exit the markets”, their value will not recover when markets improve. 

You can reduce this risk by gradually moving your pension funds into 
lower risk options during your final working years. For example, if you are 
5 years from retirement, you could gradually move your pension funds 
from the Equity or Balanced Fund to the Bond and/or Money Market 
Fund in installments. This would gradually reduce your exposure to 
short-term market losses.

What if I’m comfortable with variable retirement income?
Some retirees are more comfortable with the uncertain returns earned by 
“market-based” investments. They are willing to continue to accept 
investment risk, even after they retire, to have the opportunity to enjoy a 
higher retirement income. They are not distressed by the thought of 
receiving a variable retirement income.

Exit the Markets

When we say “exit the markets”, we 
mean that you plan to convert your 
pension funds into “guaranteed” 
investments, like GIC’s, term 
deposits, annuities or a monthly 
pension from the Plan when you 
retire. That is, you do not intend to 
continue to invest in equities and 
fixed income investments through 
the CSS Pension Plan or through 
mutual funds after you retire.
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Variable Retirement Income

If you plan to hold “market based” investments after you retire, through the 
CSS Pension Plan or through mutual funds, then your retirement income will 
vary with market returns. In years when markets are up, you might not need 
all of your investment income to meet your expenses. However, in years when 
markets are down, you might have to reduce your withdrawals or draw on 
your capital to meet your retirement income needs. 

If you are comfortable with a variable retirement income, you will 
probably continue to hold “market-based” investments, like stocks, bonds 
and mutual funds after you retire. The value of these investments will 
continue to move up and down with the markets. A short-term loss at 
retirement will therefore not become permanent. Moving all your pension 
funds to lower risk funds in stages as retirement nears, therefore, may not 
serve any useful purpose.

However, you could still move some of your pension funds into the Bond 
Fund to reduce the risk of short-term losses, or into the Money Market 
Fund to create a spending reserve. Then if markets were down when you 
retired, although some of your pension funds would track down with the 
markets, you would have other funds to spend while you wait for markets 
to recover. For example, moving 3 years of retirement income into the 
Money Market Fund as your retirement approached could protect you 
from having to sell investments at a loss to pay your living expenses. If you 
already have cash reserves outside the Plan, then you may not need to take 
this precautionary measure.

Could you give me some examples?  
For examples of the different kinds of choices members might make, see 
Sections 6 and 7. Note that the decisions shown may not be suitable for 
you. Before you make your choice you should review your financial 
situation with a qualified financial advisor.



24

This section describes the risks and challenges that can result from “market timing” 
– or moving pension funds among the Plan’s investment options in response 
to short-term market conditions. Although you are free to do so, here are some 
things to think about before you take action.

What is market timing?
The aim of every investor is to buy low and sell high. Ideally, you would 
like to always buy at the bottom and sell at the top. It’s simple to say – but 
very hard to do. 

The classic ‘market timer’ attempts to move a portfolio in and out of the 
markets in response to short-term market conditions. The objective is to 
be fully invested when markets are rising, and safely out of the markets 
just before the market begins to decline. Tactical asset allocation is a 
similar strategy involving the movement of a portfolio of investments 
between asset classes in response to short-term market conditions. There 
is only one problem with these strategies – they can’t be done consistently.

No matter how long or how hard you study investment markets, it is 
impossible to forecast the peaks and valleys of market performance 
accurately. Every investor would like to be in the market during rallies and 
out of the market just before each correction or crash. The problem is that 
markets can move suddenly, and by large amounts, in response to 
unforeseen events. No one can tell in advance when the markets will rally 
or decline. Even professional investment managers can only make 
educated guesses. They often get it wrong.  

What’s the harm in trying?
The problem with trying to time the market is that, on average, up and 
down days occur whether you are in the market (or a particular asset 
class) or not.

If you try to move into low risk/low return investments when markets 
decline, and then move back into higher risk/higher return investments 
when markets rally, you could actually under-perform compared with an 
investor who stays fully invested and rides out the ups and downs in a 
well-diversified portfolio of high quality stocks and bonds throughout. 

 
5. Stops and Starts
The Risks of Market Timing
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There are several reasons for this:

•  You could sell out after the market decline begins, and perhaps even after 
the market decline is almost over. In this case you will be selling low, not 
high. This locks in your loss.

•  Your costs will be higher than those of long-term investors. You will 
incur transaction costs and pay commissions every time you sell out or 
buy back into the markets. 

•  You could miss the initial stages of the next market rally – while you wait 
to be sure that a recent uptrend is real and will be sustained.  

Mistiming the market’s highs and lows could seriously impact your 
investment returns. Let’s look at the S&P 500 total return index (an 
American stock index that tracks large U.S. companies) for the thirty-
one years from 1975 to 2005 inclusive.

Average Annual Total Return (%) 1975 through 2005Average Annual Total Return (%) 1975 through 2005
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The annualized return of the S&P 500 over this thirty-one-year period, 
assuming that you remained fully invested through good ups and downs, 
was 13.5%. If you compare this return to the result when some of the 
market’s best days are removed from the calculation, something striking 
appears. If you missed only the 40 best days during this period, your 
average annual return for the whole thirty-one years falls to 7.8%. 

When you miss the initial stages of a market rally, your return can be 
reduced dramatically – far out of proportion to the time missed. Much of 
the market’s long-term return comes in sudden, short bursts that are 
difficult to predict. Missing them is devastating to your long-term average 
return. The lesson is clear. It is time in the markets – not timing the 
markets – that gives you the best chance of investment success. 

Patience pays

When short-term losses occur, a patient, disciplined, long-term investor  
will maintain a long-term focus and “stay the course”. An anxious investor, 
on the other hand, will find short-term losses much more painful. As  
a result, the anxious investor may succumb to an urge to “sell out”  
and switch to lower risk investments, at least until markets improve.

Although the anxious investor switches to lower risk investments for greater 
security, the switch also involves potential risks. By selling the existing 
investment in a “down” market the anxious investor may lock in a loss. 

Further, the anxious investor may not move back to the original investment 
in time to catch the beginning of the next market rally, compromising future 
investment growth. Switching to “safe” investments when markets are 
down, with the intention of moving back when markets recover, is a risky 
strategy – one that could turn short-term pain into a long-term problem. 
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6. Shifting Gears
Investment Choice in Retirement

Monthly Pension Variable Benefit payments

Cannot change payment amount  Can change payment amount  
 (within limits)

Pension funds are transferred to  Pension funds stay invested 
CSS Pension Plan and invested  in the Money Market Fund, Bond Fund, 
in long-term bonds Balanced Fund and/or Equity Fund as 
 instructed by the member 

Payments continue for life Payments stop when pension funds  
 are all spent

Pension funds are “spent” to buy  Any unspent funds belong to the 
a fixed monthly payment  member and can be left to a spouse 
  or beneficiaries

Annual retirement income is  Annual retirement income may vary 
fixed for life based on long-term  with the returns on the member’s 
interest rate at retirement pension funds

This section provides investment information for retiring members who are 
considering the Plan’s Variable Benefit retirement income option. 

As a member of the CSS Pension Plan, you may have the option of keeping 
control of your pension funds after you retire, withdrawing periodic amounts 
called Variable Benefit (VB) payments. VB payments are simply periodic 
withdrawals of your accumulated pension funds. The funds withdrawn are 
deposited electronically to your credit union or bank account.

What are Variable Benefit payments? 
VB payments are different from monthly pension payments. A traditional 
monthly pension is a fixed, guaranteed payment for life. VB payments,  
as the name suggests, can change from year to year and may not continue 
for life. A summary of the differences appears below:
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If you choose VB payments:
•  You will maintain ownership and control of your pension funds after 

you retire. Depending on your tolerance for risk, therefore, you will have 
the opportunity to earn a higher retirement income than you might 
receive as a monthly pension. You will also have limited flexibility to 
vary your retirement income from year to year. However, you will face 
risks that do not apply to monthly pension payments. 

•  You will continue to face investment risk after you retire. Starting VB 
payments does not change how your pension funds are invested. Your 
pension funds will remain invested in the same Fund(s) as before you 
retired, unless you contact the Plan and make a change. If your pension 
funds are invested mostly or only in the Balanced Fund or Equity Fund 
you will have the opportunity to earn a higher income, but you will also 
have a higher risk of suffering short-term losses.  

As shown in the Table on page 31, adjusting your fund mix can reduce the 
risk/return profile of your pension funds.

What are the risks associated with VB payments?
Inflation Risk: Whether you choose to receive a monthly pension or VB 
payments you will face inflation risk in retirement. Prices generally increase 
each year. The investments supporting your VB payments may or may not 
produce adequate returns to keep up with inflation. By continuing to hold 
some of your pension funds in the Balanced Fund or Equity Fund, you 
could partially offset the impact of inflation during retirement.

Mortality Risk: Once you retire and begin to spend your pension funds 
you will face mortality risk. This is the risk that your funds will run out 
and your VB payments will stop during your lifetime. To reduce this risk, 
most Canadian provinces impose maximum withdrawal limits. However, 
your pension funds could still be impaired, or even exhausted, through 
investment losses. If you continue to withdraw the maximum amount, or 
even a specified amount, regardless of your investment returns, the entire 
amount of your pension funds might be spent much sooner than you 
think. Reducing your VB payments following a year when returns are low 
can help to reduce this risk.
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Can I adjust my fund mix in retirement?
As we learned in Section 2, the CSS Pension Plan offers four 
investment funds. 

The Money Market Fund holds short-term investments issued by the 
Government of Canada, by Canadian Provinces by Canadian Banks and 
by Canadian corporations. It is structured to preserve capital and is 
therefore expected to produce lower average returns. 

The Bond Fund holds mainly fixed income investments. It has a lower 
risk/return profile than the Balanced Fund.

The Balanced Fund holds about 60% stocks and 40% fixed income 
investments. It is structured to produce moderate growth over the 
long-term, but can suffer short-term losses. 

The Equity Fund holds the shares of some of the larger corporations from 
around the world. It is the Plan’s highest risk/return fund.

Used in combination, the Bond Fund and Equity Fund can serve as an 
alternative to the Balanced Fund. By using them you can have the flexibility 
to adjust the percentage of stocks you hold over bonds, and vice versa. 

As you contemplate retirement, you may feel comfortable remaining fully 
invested in the Balanced Fund. You should remember, however, that the 
Balanced Fund will experience short-term losses that will impact your 
retirement income. If you are planning to choose VB payments, you 
should re-examine your fund mix. Retirees have shorter time horizons 
and different needs. Older investors typically move a larger portion of 
their portfolio to fixed income investments like bonds. This reduces the 
frequency and severity of short-term losses but does not eliminate them.

Retirees generally try to reduce the risk of short-term losses because they 
cannot make more contributions to replace lost capital. Further, a retiree 
needs a regular income and may not be able to postpone withdrawals 
when markets are down. Transferring some of your pension funds into 
lower risk options can help. For example, by holding 3 year’s spending in 
the Money Market Fund, you could reduce the risk of being forced to sell 
fund units from the Balanced, Equity or Bond Funds in a “down” market 
to meet your retirement income needs. 
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Although using the Money Market Fund can help to stabilize your 
retirement income, moving your entire balance into the Money Market 
Fund might be too conservative – even for a retiree. The expected return 
of the Money Market Fund can be too low to offset inflation. It can also 
actually be lower than the rate at which you could convert your pension 
funds into a regular pension. By holding a significant portion of your 
pension funds in the Bond Fund, for example, you would have the 
opportunity to earn higher average returns than the Money Market Fund. 
Further, by continuing to hold some of your pension funds in the 
Balanced Fund or Equity Fund, you would usually tend to earn better 
returns than Bonds during periods of rising inflation. A retiree receiving 
VB payments, therefore, might still want to have some pension funds  
in the Balanced Fund or Equity Fund for many years into retirement.  
The Table on the next page shows how adjusting your fund mix between 
Bonds and Equities can affect your expected average return as well as your 
risk of loss. 

As you approach retirement, you should review with a qualified financial 
advisor the proportion of pension funds account held in each of the  
Plan’s four investment funds. If you wish to move some or all of your 
accumulated pension funds among the Funds, you must complete an 
Investment Instructions form and pay a $75 processing fee. Forms are 
available by contacting the Plan office or on the “Forms” area of the web 
site at www.csspen.com.

Can I set my payment amount if I choose VB payments?
As noted above, if you elect to receive VB payments you will maintain 
ownership and control of your pension funds. You will also have some 
flexibility in terms of your payment amount. The downside of this control 
and flexibility, however, is that there is no guarantee of a lifetime 
retirement income. You will remain exposed to investment risk and will 
face mortality risk after you retire.
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Risk & Return - 1974 to 2009

Equities vs. # Losing Average  Worst Expected Volatility
Bonds* Years** Loss Loss  Return***

100% Equities  
0% Bonds 6 -14.4% -28.7% 7.9% 16.4%

80% Equities  
20% Bonds 6 -10.1% -20.2% 7.2% 13.0%

60% Equities  
40% Bonds 6 -6.4% -11.8% 6.4% 9.8%

40% Equities  
60% Bonds 6 -3.3% -4.4% 5.5% 6.8%

20% Equities  
80% Bonds 4 -3.0% -7.0% 4.5% 4.8%

0% Equities  
100% Bonds 5 -5.5% -10.5% 3.4% 5.1%

 *  Equities are split 1/3 S&P TSX, 2/3 MSCI Global Equity. Bond returns are based on returns on Canada 
Long-term bonds. All returns are expressed in Canadian dollars.

 **  Calendar years.

 ***   Expected Return is for illustrative purposes only. Your actual returns will differ.

        Source: Canadian Institute of Actuaries

In most provinces, pension legislation tries to limit mortality risk – the 
risk of running out of funds – by setting a maximum annual withdrawal 
limit. But even in provinces where a maximum limit applies, there is a 
chance that weak investment returns could cause you to run out of money. 
You should also remember that withdrawing the maximum each year will 
definitely exhaust your balance by age 85 (Alberta) or age 90 (most other 
provinces, except Saskatchewan, which has no maximum). Prudent 
payment choices can help to reduce the risk that you will outlive your  
VB Payments.
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Your investment returns are an important factor when setting the amount 
of your VB payments. You should therefore consider how your investment 
returns might change after retirement. It is generally recommended that  
a retiree should move to more conservative investments to reduce risk and 
create a steadier income stream. As you reduce risk, however, we know 
that you can expect to earn lower average returns (see Section 4). You 
might therefore want to assume a lower return when you set your initial 
VB payment amount. In addition, remember that your actual annual 
returns will vary from year to year. They will not be constant, like an 
average, but will go up and down with the markets. You should therefore 
carefully monitor your returns each year, so that you can reduce your  
VB payments following a year when your investment return is lower than 
average or expected.

As always, consider professional advice

Converting your pension funds into retirement income is an important part 
of your retirement plan. The Plan’s newest retirement income option – 
Variable Benefit payments – offers greater control and flexibility but involves 
risks. Your VB payment amount and allocation among funds will require 
careful monitoring and occasional adjustment. We recommend that you 
consult a qualified financial advisor. With professional advice and careful 
management, you can reduce the risk that your Variable Benefit payments 
might come to an unplanned and early end.

For examples of how different payment amounts and return assumptions  
can affect the time until all your pension funds are spent, contact the  
Plan office to receive the I’m Ready to Retire booklet.
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7. Travelling Your Own Road
Member Profiles

This section profiles typical members and some of the thinking that has gone 
into their own investment decisions. Although these are not actual cases, they 
should give you “ food for thought” as you start thinking about your own 
situation and other considerations at this stage of your career and life. 

Chris  Age: 54

Investment Knowledge: Moderate

Goal: Reduce Risk as Retirement Nears

Choice: Add Bonds

“When I read about the investment safety and security 
of the Plan’s lower risk funds in TimeWise I thought  
I should check it out,” says Chris, “so I called the 
Pension Plan’s office for more information.”

When Chris talked with the staff at the Pension Plan, 
they asked about his planned retirement date. Then they encouraged him 
to review his situation with his financial advisor.

“Although ‘Freedom 55’ is quite appealing, I don’t think I’ll be retiring 
before I’m 62 at the earliest. When I really thought about it, eight years  
is a pretty long time to have my retirement savings invested in funds with  
a lower risk/return profile” said Chris. “I’m still a little way away from my 
retirement savings goal. I may consider allocating some of my pension 
funds to the Plan’s lower risk funds again when I’m 58, but for now, the 
Balanced Fund, with its potential for greater returns, seems to be a better 
choice for me.” 

“I’m particularly interested in taking a look at the Bond Fund. I 
understand it has a risk/return profile somewhere between the Balanced 
Fund and the Money Market Fund. Although I still want more growth,  
at my age I’m also interested in reducing my risk of short-term losses. I’ve 
discussed this with my financial advisor. She says that leaving most of my 
money in the Balanced Fund, but allocating a portion to the Bond Fund, 
could reduce my exposure to short-term losses as I get closer to retirement 
and that sounds pretty good to me.”
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Jamal  Age: 24

Investment Knowledge: Low

Goal: Long-term Growth

Choice: Add Equities

“I’m a long way from retirement so it’s weird that  
I have to make decisions about investments and 
pension stuff,” says Jamal. “Since I’m young, and have 
a lot of time before I can quit working, I’m not too 
worried about short-term losses. I’ve been thinking 

about parking all of my pension funds in the Equity Fund to see how 
much the market can make for me over the long haul.”

After meeting with his new financial advisor, Jamal decided to take a 
different approach. Although he was right to focus more on the growth of 
his pension funds rather than their preservation at his stage in life, putting 
all of his pension funds into the Plan’s highest risk/return option would 
leave him invested in only one asset class – equities. Instead, his advisor 
suggested that Jamal diversify his pension funds and allocate 70% to the 
Equity Fund and the other 30% to the Bond Fund. 

“My advisor says that this approach will be a little more aggressive than 
staying in the Balanced Fund which invests 60% in equities and 40% in 
bonds. But, it will still give me the advantage of diversifying into more 
than one asset class.”

Jamal and his advisor have committed to meeting annually to review his 
asset mix, and to see if his current contribution level or planned 
retirement date need any adjustment. 

“My advisor says that as I get older my needs will change and – as they do 
– we’ll revisit how my pension funds are allocated between the Plan’s 
lower risk and higher risk funds.”
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Brian  Age: 57

Investment Knowledge: Moderate

Goal: Take a Monthly Pension at Retirement

Choice: Gradual Shift to the Bond Fund

“My wife, Michelle, and I have already been pricing 
RVs,” says Brian, smiling. “We’re planning an 
extended trip when I retire in about three more years. 
Counting my Canada Pension, my funds in the CSS 
Pension Plan and our RRSP’s, we’re already pretty 

much at our retirement savings goal. We’ll get by fine as long as we can 
hang on to what we’ve got.”

Brian has been a member of the CSS Pension Plan for almost 35 years  
and has already requested a pension projection at age 60.

“I’m not interested in managing investments when I retire. I also know 
that I want a monthly pension, and that my pension payment will be based 
on the amount of my accumulated pension funds when I retire. I’d hate to 
take a loss at this late date, because once I start my monthly pension, the 
value of my pension funds won’t recover with the markets.”

“Because I’ve already reached my savings goal, I feel that I would be more 
comfortable if my pension funds were less exposed to the ups and downs 
of the markets,” he explains, “so I decided to contact my advisor to talk 
about moving into the Plan’s lower risk funds over the next three years. 
My advisor suggested two different strategies to meet my objective.”

First, he indicated that I could re-allocate my pension funds to the Money 
Market Fund if I wanted to minimize my risk of suffering a short-term 
loss. But he also suggested that it might be even better to allocate my 
pension funds to the Bond Fund, since I am specifically intending to take 
a monthly pension. He explained that although bond prices can go up and 
down, prices generally tend to go up when interest rates fall. He said that 
this could provide us with some protection against an increase in the cost 
of my pension over the next three years if long-term interest rates go 
down. I’m going to discuss these two risk reduction strategies with my 
better half and then get back to him. Right now, I’m thinking that  
a gradual shift to bonds might be best.” 
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Karen  Age: 64

Investment Knowledge: Moderate

Goal: Stay invested after Retirement

Choice: Stick with Balanced Fund

“I’ve been a member of the CSS Pension Plan for more 
than 30 years now. Throughout, I’ve been invested  
in the Balanced Fund, and I’m really looking forward 
to retirement next spring,” comments Karen. 

When Karen read about the Plan’s new funds, she 
visited the Plan’s website and printed the Fund Fact sheets. Then she made 
an appointment with her financial advisor.

“When we looked at my entire situation, she noted that I already  
have about three years of retirement income invested in guaranteed 
investments outside the Plan,” she says. “Because I’m planning to transfer 
my funds out of the Plan when I retire to be re-invested in stock and bond 
mutual funds, it doesn’t make much sense for me to make short-term 
changes in my asset mix right now. She suggested that I stay where I am 
and I’m comfortable with this recommendation. Even after I retire,  
I’ll be a long-term investor and I don’t really fret all that much when 
markets drop.”
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Betty  Age: 57

Investment Knowledge: High 

Goal: Create a Spending Reserve

Choice: Partial Shift to the Money Market Fund 

“I’ve been pretty fortunate with my personal 
investments, even though some of them have been 
pretty risky,” says Betty. “I’m planning to use my 
pension funds for Variable Benefit payments when  
I retire. I’m comfortable managing my own 

investments and I have a good relationship with a qualified financial 
advisor that I trust. Lately I’ve been thinking that maybe I should be 
moving at least some of my pension funds into lower risk investments. 
When I looked at the Money Market and Bond Funds, it seemed like  
a good opportunity to do just that.”

Betty has always been an active investor and all of her investments outside 
the Plan are invested in stock and bond mutual funds. 

“I’m going to move about three year’s spending into the Money Market 
Fund,” she says. “I’m not thinking about the Bond Fund right now, since  
I already hold bond mutual funds outside of the Plan. The funds I move 
into the Money Market Fund will give me a source of income if markets 
are down temporarily when I retire. I guess at my age, it’s time I showed  
a little more caution in my investment strategy and this is a really 
convenient way to do it.”
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Frank  Age: 35

Investment Knowledge: Low

Goal: Growth

Choice: Stay the Course 

“I don’t know much about investments, but I do know 
that I want to be really careful with my retirement 
nest egg,” says Frank. “I’m sort of an ‘anxious 
investor’ so I was interested to know if I could use  
the Plan’s lower risk funds to temporarily protect  

my pension funds in a year when the Plan’s higher risk funds aren’t doing 
so well. Boy, am I ever glad I got advice from my financial advisor before  
I did anything!” 

Frank visited the Plan’s website to review the Bond and Money Market 
Fund fact sheets and then called the Pension Plan to ask some questions. 
He also reviewed his concerns with his financial advisor. 

“The information I got from the Pension Plan and the advice I got from 
my financial advisor both suggested that trying to ‘time the markets’ by 
moving back and forth between the Plan’s investment funds can be a risky 
strategy that might very likely reduce my average return. And because  
I’m only 35 years old, moving all of my pension funds into the Plan’s lower 
risk funds now and keeping it there just to be ‘safe’ might prevent me from 
saving enough to retire comfortably. 

Although nobody likes to take a loss, risk is the price you pay to have  
a chance at better returns. Now that I understand this better, I’m not so 
worried about short-term losses. I’ve decided to stay in the Balanced Fund 
until I’m much closer to retirement.” 



39

Peter  Age: 68

Investment Knowledge: High

Goal: Convert Retirement Savings into Retirement Income

Choice: Maintain a Spending Reserve and begin to  
Reduce Risk 

“I feel pretty lucky,” says Peter. “I retired and started 
receiving Variable Benefit Payments in 2006. I was 
working with a financial advisor and she had recom-
mended that I start out with three years spending in the 

Money Market Fund. Each year thereafter, I transferred another year’s 
retirement income into the Money Market Fund to replace the money that I 
had spent. This meant that I still had three year’s income in the Money 
Market Fund when the Balanced Fund had its big loss in 2008.” 

Peter was more than lucky. He was prepared. And he was monitoring the 
situation. He went back to see his financial advisor at the end of 2008 to 
see whether he should lower his payment amount given the loss in the 
Balanced Fund. “She recommended that I not make my annual transfer 
from the Balanced Fund to the Money Market Fund at the beginning of 
the year. She also said that I could keep my payments at the same amount 
for one more year, because I still had two year’s spending left in the Money 
Market Fund. Finally, she recommended that we review the situation 
again as usual at year-end. 

continued next page
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After the large gain in the Balanced Fund in 2009, we decided I could 
afford to keep my payments at the same amount again in 2010. Since the 
Balanced Fund had recouped most of its prior loss, I also resumed my 
annual transfer from the Balanced Fund to the Money Market Fund, but 
doubled the amount, to replace the money I had spent over the past two 
years. Given how volatile the annual returns in the Balanced Fund have 
been recently, I wanted to make sure my spending reserve was topped 
right back up,” said Peter.  

“Now that the Plan offers a lower risk option in the Bond Fund, I’m going 
to look at gradually reducing my holdings in the Balanced Fund over the 
next 10 to 15 years,” says Peter. “I still have a fairly long investment 
horizon right now, but as I age, I’ll have less and less time to make up any 
losses. The Balanced Fund holds quite a bit in equities, and these last few 
years has shown me how much that Fund’s unit price can change from 
year to year. I’ve compared the risk/return profiles of the Plan’s four 
investment options. By transferring a little of my pension funds out  
of the Balanced Fund and into the Bond Fund every year, I will be able to 
gradually reduce the frequency and severity of future short-term losses.”

The decisions taken in these examples may not be suitable for your own  
circumstances. Consider consulting a qualified financial advisor to analyze  
your personal goals and financial situation and make the choices that are  
right for you. See Section 1 to learn how to find a qualified financial advisor. 
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