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Just like mutual fund dealers, managing 
general agents (MGAs) face the need to 
obtain scale in order to negotiate with life 
agents and insurance carriers. Reporter 
Mark Noble spoke to Caron Czorny, 
incoming president of the Canadian As-
sociation of Independent Life Brokers and 
executive vice-president and COO at 
Peak Insurance Services to see where this 
industry will be in the future.
Q  How did you get started?
A At age 22, I started my career as 
an underwriter working with 
Commercial Union, which is now 
part of  the Manulife family. Then 
I went into marketing at Commer-
cial Union. I became a life-market-
ing manager before moving on to 
various sales and marketing roles. 

Some of  my more recent histo-
ry includes president with a direct 
marketing company that special-
ized in insurance, called Remark. 

Then I was at Equinox as senior 
vice president of  sales and mar-
keting. It was owned 
by Maritime Life, 
and when Manulife 
bought Equinox a 
couple of  years lat-
er, they wound that 
down.  Manulife 
said they didn’t need 
[Equinox], because they already 
had three distribution systems. 
Now, I’ve been at PEAK for three 
and a half  years running its MGA, 
as executive vice president and 
chief  operating officer of  PEAK 
Insurance. 
Q  How devastating was the loss of 

Equinox for PEAK in 2006?
A It wasn’t devastating but it did 
make us stop and think. Here we 
were – at that time an MGA for 
about 16 companies – and we had 

to determine how we were going 
to qualify for all of  our contracts 
(because four of  our major con-
tracts were under the Equinox 
banner: RBC, AIG, Standard Life 
and Manulife). We had one pro-
duction requirement for the four 
of  them, and now each one of  
them had individual requirements.  

[At the time] I added up all the 
individual contracts that PEAK 

had and if  each company was 
to get serious about individu-
ally qualifying our contracts and 
maintaining production at cer-
tain minimum levels, we would 
have needed about $5 million in 
first-year commissions in order to 
validate those contracts. Although 
most carriers weren’t enforcing it, 
you could see that they were head-

The fear of  inflation among 
boomers heading toward retire-
ment is a well-founded one, says 
a well-known retirement expert. 
At its current rate, inflation could 
wipe out two-thirds of  the value 
of  a boomer’s portfolio just half-
way through retirement.

“A very interesting survey that 
we’ve done with individual cli-
ents asked them, ‘What worries 

you in retirement? What risks do 
you fear in retirement?’ Over and 
over again, the answer is inflation,” 
Moshe Milevsky, executive direc-
tor of  the Individual Finance and 
Insurance Decision Centre, told 
a packed audience at the Mil-
lion Dollar Round Table’s annual 
meeting in Toronto. 

Milevsky, who is also an asso-
ciate professor of  finance at York 

University’s Schulich School of  
Business, says the fear is very well 
grounded. He says roughly half  of  
boomers can expect to live to the 
age of  90, so 25 years from now, 
many will be only at the halfway 
mark in their retirement. Mean-
while, if  the consumer price index 
of  U.S. inflation were to persist at 
its current 4% level, the value of  
$1,000 in today’s money would 
erode to just $375 in 25 years. 

Unfortunately, Milevsky notes 
the 4% number is probably too 
conservative for the reality boom-
ers may face. 

not for EvEryonE
“Right now there is a problem 
with the inflation index because 
it doesn’t measure inflation for 
everyone; it measures for an aver-
age,” Milevsky says. “In the U.S. 
the Bureau of  Labor statistics has 
released a new index. For many 
years, the consumer price index for 
wage earners, which is 32% of  the 
population, was the de facto most 
important index for inflation cal-
culations.
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it wasn’t  
devastating but it 
did make us stop 
and think.  
Caron Czorny

source: statistics canada, Forecast by td economics

410

430

450

470

490

510

530

550

570

2

3

4

5

6

7

8

9

10
percent Y/Y percent change

91 93 95 97 99 01 03 05 07 09

personal net worth
(right scale)

net worth as a % of pdi*
(left scale)

Forecast

*pdi - personal disposable income

1-800-563-5181 or www.ci.com
Sun Life Assurance Company of Canada, a member of the Sun Life Financial group of companies, is the sole issuer of the individual variable annuity contract providing for investment in SunWise
Elite segregated funds. A description of the key features of the applicable individual variable annuity contract is contained in the Information Folder SUBJECT TO ANY APPLICABLE DEATH AND
MATURITY GUARANTEES, ANY AMOUNT THAT IS ALLOCATED TO A SEGREGATED FUND IS INVESTED AT THE RISK OF THE CONTRACT HOLDER AND MAY INCREASE OR DECREASE IN
VALUE. ®CI Investments and the CI Investments design are registered trademarks of CI Investments Inc. ®SunWise is a registered trademark of Sun Life Assurance Company of Canada. 07/08

managed by CI Investments Inc.

issued by Sun Life Assurance Company of Canada

Guaranteed Income for Life

AER_SWE+ Banner Ad_English 07-08  7/7/08  10:59 AM  Page 1

AER07_OFC-022.indd   1 07/10/2008   08:24:10 PM

creo


cameron.clark
Rectangle



“A couple of years ago, they de-
cided to launch a special index, CPI-
E, the consumer price index for the 
elderly, since 17% of the U.S. popu-
lation is considered elderly.” 

Milevsky says the CPI-E was 
higher than the other indexes, and 
when the Bureau of  Labor back-
tested it for the last 25 years, the 
CPI-E regularly exceeded the CPI. 

“What does this mean? As you 
talk to baby boomers as they get 
closer to retirement, you have to 
show them that $100 decays after 
25 years to $50 for a wage earn-
er,” he said. “If  you’re elderly or 
retired... that $100 decays to $44. 
The elderly have to concern them-
selves with risk management for 
inflation in a very different way.”

Most effective solution
The most effective way to combat 
this substantial erosion is to en-
sure clients hold a broadly diversi-
fied portfolio of  equities well into 
retirement because heightened 

longevity risk is as much a fac-
tor as market risk, Milevsky said. 
But, it’s imperative that volatility 
is controlled during the first few 
years the retiree enters the draw-
down phase.

Milevsky explained that during 
the accumulation phase, it doesn’t 
matter when positive or negative 
returns on a portfolio happen. 
For example, he says if  an inves-
tor put $100,000 into a fund that 
returned 27% in year one, 7% in 
year two and -13% in year three, 
the three-year return would be 
$118,224. The fund’s three-year 
return would be exactly the same 
regardless of  whether the sequence 
of  negative and positive years were 
changed up so that the fund lost 
13% in year one and gained the 
next two years. 

“It does not matter if  I get the 
bull market before the bear mar-
ket or the bear market before the 
bull. Give me all of  them because 
I’ll end up in the same place,” he 
said. “This is why we tell people 
to buy and hold and stay invested 
and not try to market time.” 

investMent logic 
breaks down 
But this logic breaks down in re-
tirement. When the client starts to 
withdraw from his or her savings, an 
early bear market can be devastating.

Milevsky showed how $100,000 
invested in two existing funds 
yielded the exact same 20-year 
return, so that both funds earned 
the investor $370,000. The funds 
had different consequences for 
retired investors, based on the se-
quence in which they experienced 
negative and positive return years. 

If  the investor withdrew $10,000 
a year, the fund that experienced 
losses early on was completely de-
pleted in 15 years, while the other 
fund lasted the full 20 years and 
was still worth more than the initial 
principal investment. 

“It is what happens in the first 
few years of  retirement that mat-
ters. If  you lost money early on 
as you were withdrawing money, 
the funds don’t last as long, which 
means the traditional metrics 
of  investment which we’ve been 
teaching our finance students for 
30 years – mean and variance, risk 
and return, and accumulation and 
volatility – are the wrong metrics 
to look at,” he said. “[They] work 
great in the accumulation phase, 
but when it comes down to the 
distribution and income, it will 
not tell you which fund will last 
longer. There could be a 10- to 15-
year gap in the fund’s lifespan.” 

stick to equities
Milevsky suggested advisors look 
at keeping their clients in equities 
in retirement to outperform in-
flation, but when the client nears 
or transitions to retirement, they 
should consider using the newer 
breed of  variable annuities and 
guaranteed withdrawal products 
that will protect a client’s retire-
ment portfolio from the impact 
of  early losses.

“You don’t want to have a bear 
market early in retirement, so in-
struments and vehicles that help 
us remove that until further into 
retirement are going to be at a pre-
mium,” he said.       AER
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The funds have different 
consequenes for retired 
investors, based on the 
sequence in which they 
are experienced negative 
and positive return years.

Advisors, agents and planners 
need to reinvent their role if  they 
want to be successful and meet the 
needs of  their retiring clients, ac-
cording to a leading demographic 
psychologist and business guru.

On the first full day of  the 2008 
Million Dollar Round Table, Dr. 
Ken Dychtwald prompted almost 
8,000 attendees to examine how 
they envision their responsibil-
ity as a financial planning profes-
sional. 

Dychtwald, who specializes in 
gerontology and how demograph-
ics impacts business, explained 

that in the last 100 years attitudes 
toward aging, the impact of  health 
science advances and the influence 
of  a global boomer population 
have prompted dramatic changes 
in how we conduct business and 
service clients. 

“Your clients have never been 
53 before; they’ve never been re-
tired before; they’ve never expe-
rienced fears about aging before. 
They don’t understand the finan-
cial market and as financial advi-
sors you need to help clients chart 
their course,” he said. 

According to Dychtwald, chart-

ing the course means providing 
insight into how clients can nego-
tiate the longevity transformation. 
“We’re in the midst of  a longevity 
revolution,” explained Dychtwald. 
“Two-thirds of  all the people who 
have ever lived past age 65, in the 
entire history of  the world, are 
currently alive today... and you are 
their guide.” 

Based on research, Dychtwald 
believes financial planners need to 
assess the impact of  longevity and 
then translate this assessment for 
their clients.

Dychtwald tells advisors not to 

be surprised if  clients, in the next 
decade or so, begin to live to 100 
or 120 years. “That means plan-
ning for financial security until 
age 95 or 100 will not be a fool-
ish idea and, in fact, it will become 
commonplace.” 

Boomers, in fact, represent a 
“seismic opportunity” for the fi-
nancial industry. “Studies show 
that 70% of  boomers do not have 
financial advisors – and this is a 
great opportunity for the profes-
sionals currently in the industry.” 
Yet, Dychtwald is emphatic that 
advisors not rely on old tactics 
– such as “sell, sell, sell” – on this 
massive demographic cohort. 

“Boomers want to be heard, un-
derstood and have plans that are 
tailored to their needs.” 

This requires fewer assumptions 
and more questions, explained 
Dychtwald. “Don’t assume your 
older clients do not have dreams; 
they probably do.” 

Boomers are the first generation 
not to simply transition through 
life in a linear fashion. Rather 
than experience education, work 
and then retirement as their par-
ents did, boomers are develop-
ing a cyclical lifespan model, said 
Dychtwald. 

He believes that clients “are 
beginning to imagine longevity 
as an environment in which they 
can reinvent themselves: go back 
to school, start a new life, pick up 
and move somewhere else, live long 
enough to do something else.” 

As a result, the biggest chal-

lenge for advisors is “how that 
longevity bonus gets distributed.” 
He explains that clients are not 
looking for ways to wind down, 
necessarily. “Instead, you need to 
ask: ‘Have you given any thought 
to reinventing yourself ?’” 

Dychtwald believes that the 
planners of  today can become 
the successful advisors of  tomor-
row by recognizing that “what’s 
emerging is an entirely new model 
for life.” 

According to statistical projec-
tions, the majority of  the devel-
oped world’s population will be 
over the age of  65 by 2025. 

“Demographics is destiny. It 
is the map. History has shown 
us that the products and services 
that best served the predominant 
demographic stage in this gener-
ation’s lifespan have exploded [in 
term of  market demand].” 

For financial advisors, it means 
developing models and mecha-
nisms to help communicate, trans-
late and develop a client’s dreams 
into an achievable plan. 

And age is not the only de-
mographic shift coming down 
the pike. By 2010, women will 
control half  of  the world’s ac-
cumulated wealth, according to 
Dychtwald. 

“As a planner, you need to be 
aware that women dislike the sell, 
sell, sell approach. They want 
problem-solving, less risk and 
more predictability, less hype and 
more education. And they want to 
be treated with respect.”     AER
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