
Recognize the risks, then decide

Look before you leap ... 

Each of us make daily decisions and consider the 
risks versus the benefits:

YTM Capital Quarterly Perspective

Current markets are compelling and frustrating and uncer-
tain….…all at the same time. We may feel compelled to chase 
small-cap and tech returns while at the same time we could 
go on about fully-valued equity markets and unnecessarily low 
rates, but we won’t. We also won’t opine upon those who fore-
cast markets, we will only underscore the need to be particu-
larly deliberate about your investment choices today.
All investments require or have inherent risk. It is by taking risk 
that return is created, in individual investments and in portfo-
lios. Riskiness in investments is good, just as long as it is appro-
priate for the investor and effectively chosen. Portfolios that are 
purposefully designed using investments that have high risk-
adjusted returns, or portfolios that include high risk-adjusted 
return investments to improve overall portfolio metrics, will out-
perform. High risk-adjusted returns are essential.

Many of us factor risk into our regular decision-making process. 
We propose that investors should always factor risk into the 
investment decision-making process. Further, we contend that 
March 2021 is a particularly good time to be assessing invest-
ment risk, and that a risk-adjusted return analysis is a very good 
way to do that.

March 2021

Strategies are represented by MSCI Europe Index, MSCI USA Index, MSCI World 
Small Cap Index, MSCI Canada Index, Bloomberg Barclays Global High Yield Index, 
JP Morgan GBI-EM Index, FTSE Canada Universe Bond Index, all $C. Expected 5 
year returns are based on BlackRock capital market assumptions as of December 
31, 2020.  Actual returns will differ from expected returns. Standard deviation is for 
the period March 1, 2016 - February 28, 2021. Risk free rate =1.00%. Expected 
risk-adjusted return = (expected return - risk-free rate) / standard deviation. This 
document is for information only and is not intended to solicit orders for YTM Capi-
tal Credit Opportunities Fund. Investors should read the Fund’s OM before invest-
ing.   Past risk and performance may not be repeated. There is no guarantee that 
the Fund will meet its long term net return target of 7% - 9%.  For the 5 years 
ending February 28, 2021, the Fund’s annual net return was 7.43% and its risk-
adjusted return was 1.20.  You can obtain the OM from YTM Capital Asset Manage-
ment Ltd. or your Investment Advisor. www.ytmcapital.com 

 European Equity 8.27% 14.23% 0.51

 US Equity 5.34% 15.26% 0.28

 Global Small Cap Equity 5.97% 19.04% 0.26

 Canadian Equity 3.83% 13.84% 0.20

 Global High Yield 2.75% 9.09% 0.19

 Emerging Markets Debt 2.54% 11.57% 0.13

 Canadian Fixed Income -0.41% 4.24% -0.33

 Credit Opportunities Fund 7.00% 5.36% 1.12

The following table provides expected strategy returns for the 
next 5 years and calculated risk-adjusted returns, based on the 
strategy’s standard deviation for the last 5 years. Some may 
be surprised by these risk-adjusted return results. This analy-
sis demonstrates the expected return relative to the associated 
risk. The higher the risk-adjusted return, the more you are 
being paid for the risk taken and the better the expected per-
formance of your portfolio.

This table uses forward-looking expected returns and back-
ward-looking standard deviations. Neither are perfect mea-
surements. The signals that the risk-adjusted return calculation 
offers are, however, important. It is both a reasonable way to 
compare strategies and a good reminder of inherent risk. 
The moral of the story is that risk matters. When considering 
your current portfolio or choosing a stand-alone investment, 
consider using risk-adjusted returns in your analysis. The strat-
egy with the higher risk-adjusted return is the better choice – 
especially when it meets your expected return requirements.
Talk to us about how YTM Capital Credit Opportunities Fund 
has delivered strong returns and stands out on a risk-adjusted 
basis.

Increase speed on the highway to im-
prove ETA?
Lay-up with a 9-iron or go for the green 
in two?
An exhilarating sky-dive or maybe just 
a nice hike?

... and often we choose what is compelling or even 
unsafe, ignoring the relationship between the up-
side and the risks.

Risk is usually defined as the volatility of re-
turns and described using a measure called 
standard deviation.

Risk-adjusted return measures the profit you 
made compared to the amount of risk you 
took during a period of time.
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