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PANIC ON LINE 2

Your clients are on a rollercoaster.
So, pick up the phone and help.

BACK in 2000, when the tech bubble was in the process of bursting, a
source I was chatting with bemoaned the fact that so many of her broker
colleagues were afraid to face their clients. The bulk of them, she said,
were too young to have been in the business during the 1987 correction,
and a few had literally taken to hiding under their desks to avoid talking
with nervous clients. History repeats.

World equity markets have taken the long road to correction. It took
the subprime mortgage debacle to lift the veil on a dirty little secret that’s
been obvious to sensible observers for years—U.S. home values are over-
inflated and American consumers have been using phantom equity to
cover purchases they can’t afford. Not long after the crisis hit the news-
stands, policymakers began discussing creation of funds to buy troubled
mortgages, sharp cuts were made to interest rates—and more are expect-
ed—and a stimulus package was passed to try and stave off recession.

Such troubles for Canada’s biggest trading partner have investors above
the 49th Parallel legitimately concerned about the health of their port-
folios. Prime-time sketch comedy shows, like This Hour Has 22 Minutes
and The Rick Mercer Report, have added recession jokes and mercilessly
spoofed some recent ads being run by the banks. While these comedians
likely don’t have economics degrees, the jokes reflect the public mood.

Another bad sign is that some business-TV talking heads are remind-
ing viewers that price-to-earnings ratios “still aren’t as high as they were
during the lead-up to the tech bubble.” When people effectively say, “It’s
not as bad as the last disaster,” you need to assume your smarter clients
are headed for the storm cellars.

In the face of what more realistic pundits are predicting, the best fa-
vour you can do for your clients is to resist spouting such nonsense, and
perhaps even pre-empt investor inquiries. Call them before they call you.
And when you get them on the line, talk straight. Tell clients they can
expect some losses. As gains are erased, remind them at what price they
bought each fund, or stock. If they remain in positive territory, make that
clear. If they head into negative numbers, let them know it. But keep the
losses in perspective so that they don’t sell low. When the markets turn,

» they’ll thank you. AE PORADO
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