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Is .the Do-It-Yourself approach right for you? 
By DOUG BROWN 

W
ith the sig

, nificanti~
crease In 

the number of people 
investing in securities 
markets there has also 
been an increase in the 
variety and type of serv
ices offered. Generally, 
there are two types of 
services offered by bro
kers: 

A full service broker 
provides the ability to 
buy and sell as well as 
provide information 
and advice. A full serv
ice broker will helpyou 
examine your financial 
situation and set a plan 
for investing. 

A discount broker 
provides access to mar
kets to buy and sell se
curities, but no advice. 
A discount broker does 
not plan investment 
objectives. This service 
is for people who un
derstand markets and 
can make investment 
decisions without help. 

The decision which 
type of broker is right 
for you is in large part a 
personal decision. 

, . . 

Some of the questions 
you should consider 
are: 

• How much do you 
know about markets? 

• What information 
do you have to make 
investment decisions? 

• Do you know how 
to read a fina ncia I state
ment or prospectus? 

• Do you want to in
vest in specific stocks 
or professionally man
aged products. such as 
mutual funds? 

• Do you intend to 
actively buy and sell 
securities or hold each 
purchase for a long 
time? 

• What amount of risk 
are you comfortable 
with? 

• Do you need in
come from invest
ments for day to day' 
needs or are your in
vestments extra money 
that you can afford to 
lose? . 

• Do you need pro
fessional advice priorto 
making investment de
cisions? 

In addition to under
standing your own 
needs, you also need 

to identify what type of 
brokerwill satisfy those 
needs. Some factors to 

. consider include: 
• Whether you want 

personal contact with 
a broker, telephone 
access or access by 
home computer? 

• What commissions 
(and other fees) will be 
charged? Fees vary and 
in many cases reflect 
the amount of service 
provided. 

• How quickly can 
orders be filled by the 
broker? There can be 
delays in processing an· 
order to buy or sell a 
security because of 
computer problems or 
high demand. These 
delays may affect your 
ability to get a particu
lar price when buying 
or selling a security. 

• What happens if 
there is are problem 
with my account? How 
quickly and in what 
manner will a com
plaint be handled by 
the broker? 

No matter what bro
ker you choose, you 
should take steps to 
minimize the risk of er-

Beware the "Pump and Dump" 

I f you like to browse websites 
. featuring chat rooms or bulletin 

boards devoted to investing in 
the stock market, be careful about 
"hot tips" y.ou may see. These sites 
are the new tool for an old fraud, the 
"pump and dump." 

The usual scam runs like this: An 
"insider" will leave messages about 
a little known company. The com
pany will usually be listed or quoted 
on the Over-the-Counter Bulletin 
Boards. The messages left will hint at 
inside information and unsupported 
success stories and price predictions. 
These promoters may pass them
selves off as investors, corporate in
siders or experts. Too often they are 
not who they say they are and the 
information is bogus. They are con 
artists promoting the stock for their 
own interests. This is th'e "pump." 

If enough investors bite on the 
false information the stock price will 
rise. Unlike blue chip stocks the price 

of thinly traded, low priced shares 
can be moved significantly by rela
tively small trades. As the hype-fueled 
share price goes up the group con
trolling the majority of shares sell or 
"dump" their cheap shares into the 
rising market. Because there was no 
real value in the stock in the first 
place the pri<;:e falls. The new inves
tors are left holding the bag. 

This type of scam used to be lim
ited primarily to boiler rooms where 
contact was made individually by 
telephone. The Internet brings this 
fraud immediately to a much wider 
audience. 

Do not assume your on-line serv
ice provider polices its investment 
bulletin boards. Most do not. Re
member you really don't know who 
are dealing with on the Internet. If 
you are looking for stock recom
mendations, do yourself a favour 
and get them from a dealer who is 
trained and registered to provide 
this service. 

If you would like to be added to The Manitoba Securities 
Commission's Education information mailing list please 
mail, fax, or e-mail the following information to: 

The Manitoba Securities Commission 
Attention: Ainsley Cunningham 

I 130-405 Broadway 
Winnipeg, MB R3C 3L6 

Fax (204) 945-0330 
E-mail aicunningh(il)cca.gov.mb.ca 

Mr .. ,--__ Mrs .. ___ Ms .. ___ Miss. __ _ 
Address, ____________ _ 

City 
Prov'7'in-c-e -.-:-, .. -.----:p:':C:--------

ror in your account by' 
promptly reviewing 
account statements. If 
there is an error imme
diately notify your bro
ker in writing. 

It is also important to 
do your homework 
when investing and to 
monitor your invest
ments on an ongoing 
basis. It is important to 
use only reliable infor
mation to make invest
ment decisions. Mak-

ing investment deci
sion based on informa
tion received from un
known sources such as 
internet chat rooms 
may not be accurate, 
and in some cases this 
information may be 
deliberately mislead
ing. 

Finally, remember 
that no matter where 
orhowyou invest there 
is an element of risk. 
Taking the proper steps 

can help reduce, but 
not eliminate the risks 
associated with invest
ing. 

Doug Brown is direc
tor of Legal and En
forcement with The 
Manitoba Securities 
Commission. If you 
have any questions 
concerning this or any 
other securities related 
matters please contact 
the Commission at 
945-2548. 

You are young, 
on your side' 

time • IS 

I nvestoreducation is 
one of the primary 
goals of The Mani

toba Securities Com
mission. During the last 
two years, the Com
mission has formed 
partnerships with or
ganizations such as Jun
ior Achievement, CBC 
- Street Cents and un
dertaken initiatives that 
focus on youth and the 
concepts of saving, in", 
vesting and consumer 
protection. 

Why young people? 
We hope that by help
ing to educating young 
people they will be in a 
better pOSition to work 
towards enjoying a cer
tain life style because 
of choices that they 
make early on in their 
life. ~or example by 
saving and investing 
wisely, they can reach' 
both long and short 
term goals such as sav
ing for a bike, an op
portunity to travel, fur
thering their educa
tion, purchasing a 
home a car or planning 
for a comfortable re
tirement. We also hope 
that by educating 
youth we might pre
vent them from mak
ing costly errors as they 
get older (falling prey 
to investment con art
ists). We all know that 
making up for lost 
money when you are 
older is very difficult if 
n'ot impossible. 

Where can youth turn 
to get valuable infor
mation on investment 
related issues? 

The MSC web site 
HYPERLINK http:// 

www.msc.gov.mb.ca/ 
ed u cation /ju ni 0 r / 
index.html http:// 
www.msc.gov.mb.ca/ 
education/junior/ 
index.html 

Having guest speak
ers from The Manitoba 
securities Commissiori' 
address school classes 
or youth groups. 

Watching CBC Street 
Cents February 19, 
2001 

By participating in 
. Junior Achievement 

school programs 
Requesting written 

material from the Com
mission which has been 
developed specifically 
for a youth audience. 

Three new brochures 
published 

T he Manitoba Securities Commission 'has 
recently published three new brochures. 
"The Commission is taking an active role in 

the area of public education. We are committed 
to providing Manitobans with information that 
will help them better understand the investment 
industry and enable them to make informed 
decisions when it comes to their personal fi
nances," says Ainsley Cunningham, Education 
and Information Coordinator with the Commis
sion. 

The first two brochures in the series have been 
designed with the investing public in mind. "About 
The Manitoba Securities Commission" raises pub
lic awareness of the role that The Manitoba Secu
rities Commission plays as the provincial securities 
regulator. The "Public Inquiry and Complaint 
Process" informs the public as to the steps that 
they should take when they feel that they have a 
complaint to make and the process that follows. 
The third iJrDchure" AGuidefor New Registrants" 
has been designed for individuals working in the 
industry. It se~ out Commission expectations, 
best practices and the process that the Commis
sion follows when a complaint is filed. 

"We feel that the brochures are a valuable 
source of information for both investors and in
dustry practitioners. We are really pleased with 
the number of requests received to date from the 
'public and i!1dustry for the new brochures. This 
tells us that people are interested in taking an 
active role in learning more about the securities 
industry,," says Cunningham. 

Anyone who would like to obtain copies of the 
brochures can contact the Commission at 945-
4733. 
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Leveraging a risky strategy to • Increase 
• Investment returns 
By PETER DAVEY 

T he idea of bor
rowing money 
to purchasea car 

or purchase a home is 
notatall unusual. How
ever, the idea of bor
rowing money to in
vest is something that 
is quite foreign to the 
average person. Bor
rowing money to in
vest is known as 
leveraging. 

a company ("X Co.") 
at $25.00 per share, the 

go down by 20%. In 
addition to the 
$1,000.00 loss, the in
vestor will also have to 
pay the cost of borrow
ing the additional 
$2,500.00. 

initial investment 
would come to 
$2,500.00.lfthe shares 
of X Co. go up by 20%, 
you have made 
$500.(10. As long as an invest

ment increases at a rate 
higher than the cost of 
borrowing, leveraging 
can be a very effective 
way to magnify returns. 
Interest and inflation 
rates must be carefully 
monitored because in
creased interest rates 
will increase the cost of 
borrowing which will 
diminish any invest
ment gains. 

When an investor 
leverages, they pay a 
portion of their own 
money and borrow the 
rest. Borrowing money 
allows the investor to 
make a larger invest
ment. The more you 
invest the greater the 
potential returns, con
versely, leveraging can 
also cause increased 
losses. 

If you invested your 
$2,500.00 and bor
rowed a further 
$2,500.00 you could 
buy 200 shares of X 
Co. With a 20% return, 
you have made 
$1,000.00. While the 
X Co. shares have still 
made a 20% return, 
you have made a 40% 
return on your original 
investment (less the 
cost of borrowing). Another advantage 

of borrowing to invest 
is that interest charged 
on investment loans is 
usually tax deductible. 
In order to be tax de
ductible, the borrowed 
money must be in
vested in an investment 

For example, if you 
purchase 1 00 shares of 

But, if the investment 
decreases, losses will be 
magnified accordingly. 
In theexamplewith the 
shares of X Co., the in
vestor will lose 
$1,000.00 of his or her 
principal if the shares 

MSCProvides 
Manitobans with 

Educational Information 
By DON MURRAY 

I
nvestor Education Week is a na
tional prog'ram that runs from 
April 23 to April 27 this year. This 

annual event is the cooperative ef
fort of a number of organizations 
including the Canadian Securities 
Administrators of which The Mani
toba Securities Commission ("MSC") 
is a member. At the MSC we feel it is 
important for Manitobans to know 
more about both Investor Education 
Week and the Commission itself, our 
functions and how we can benefit 
investors. 

The MSC isan independent agency 
of the Government of Manitoba re
porting to the Legislature through 
the Minister of Consumer and Cor
porate Affairs. We have a dual man
date being investor protection and 
fostering fair, efficient and transpar
ent markets. Our functions include 
registration of those trading in secu
rities, review of offering documents 
such as prospectuses and taking dis
ciplinary action where warranted 
against market participants. An im
portant part of investor protection is 
the provision of ~nfor~ation a~d 
education to the InvestIng public. 
We believe that an informed inves
tor is a protected investor. Investor 
Education Week is part of the MSC's 
annual educational.program .. and 
details of this year's activities will 
soon be released. . 

Outside of Investor Education 

Week, the MSCoperatesayearround 
education and information program 
geared toward the average Mani
toba investor. Education materials 
and pamphlets are published both 
independently by the MSC and in 
conjunction with the Canadian Se
curities Administrators and cover a 
wide range of topics including how 
to get to started in an investment 
program, how to choose an invest
ment adviser, all about mutual funds 
and' many more. In addition, we 
regularly host educational programs 
for the public including a presenta
tion on how to recognize and avoid 
securities scams. We also invite 
Manitobans to visit our website at 
HYPERLINK http:// 
www.msc.gov.mb.ca. where you will 
find an extensive amount of infor
mational and educational material 
relevant to investors. 

Our materials and programs are 
not developed for sophisticated or 
institutional investors but for the 
average Manitoban, includingyoung 
people and seniors and those whose 
securities holdings are strictly in 
mutual funds. We urge Manitobans 
to make use of the services we pro
vide. 

Don Murray is the Chairman of the 
Manitoba Securities Commission. 
For more information on programs, 
please contact Ainsley Cunningham, 

. Education an Information Coordina
tor at 945-4733. 

that will produce in
come. Generallyspeak
ing, interest charged 
on money borrowed to 
purchase any common 
share that will poten
tially pay dividends will 
be tax deductible. 

Because of the very 
real possibility that in
vestments could de-

. crease and losses will 
be magnified if 
leveraged, it is impor
tant to determine 
whether or not borrow
ing to invest is appro
priate for you. Some 
things to remember 
are: 

• Understand the 
risks of borrowing to 
invest (in particular the 
risks of using collateral 
as securityforthe loan). 

• Ensure that 
leveraged investments 
are at your risk toler
ance level. Thefact that 
losses can be magni
fied by leveraging, 
makes investing even 
riskier. 

• Borrow only an 
amount that you will 
be able to comfortably 
pay back. You should 
be able to make the 
loan payments out of 
regular cash flow. 

• Understand exactly 
how the interest and 
repayment terms of 
your loan work. 

• Understand exactly 
how much money you 
will lose in a worst case 
scenario. 

• Ensure with your 
tax advisor that the in-

terest on the. borrowed 
money is tax deduct
ible 

If your financial advi
sor is suggesting 
leveraging, make sure 
he or she explains all of 
the risks involved. 
Don't be persuaded 
into leveraging if you 
don't fully understand 
or are not comfortable 
with the idea. 

Peter Davey was sec
onded by The Mani
toba Securities Com
mission as Assistant 
Legal Counsel. If you 
have any questions 
concerning this or any 
other securities related 
matters please contact 
the Commission at 
945-2548. 
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Securities Regulators are marking the 4th Annual 
Investor Education Week Campaign from April 
23-27,2001. International in scope, the campaign is 
led in Canada by the Canadian Securities 
Administrators and locally by The Manitoba 
Securities Commission. Get the facts, it's your • 
money, it's your future. 
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IILI 

THE MANITOBA 

SECURITIES 

COMMISS'ON 

'INVEST TIME BEFORE 
YOU INVEST MONEY' 

For your free copy of the Canadian Securities 
Administrators (CSA) Investor Education kit contact 

The Maniotba Securities Commission at: 

(204) 945-4733 
\-800-655-5249 (MB only) 
aicunningh(ci1cca.gov.mb.ca 

www.msc.gov.mb.ca 


