
Club #85, founded 1913 January 22  2008nd

Attendance: Herman Alves, Jocelyne Beaudet, John Bishop, Olivier Coustaing, Jacques Dénommée, Cézar Dragutan, Catherine Lapointe, Patrick
Lemoine, Diallo Nene, Bill Ridley, Barry Schmidt, Harry Skinner, George Shalhoub, Udo Stundner, Drew Webster. Visiting Rotarian:
Moshe Aelion, RC Gan-Yavne, Israel. TRF alumna Nino Marshania. Guests: Jacques St. Jacques (John Bishop), Didier Lambert Toni
(Drew Webster), Walter Hounyavi and James Turner (Jacques Dénommée). 

The Dean of the club,  Bill Ridley, introduced our guest speaker, 
a person Bill has introduced every
year in the past ten, or is it more.
No one is quite sure. At Bill’s
invitation, Mark Yamada comes
from Toronto to share his
perspective on the economy in the
new year. The meeting is always a
highlight and this year proved to
be no exception. Members of the
Kiwanis Club joined us.  

Mark Yamada speaks with over 30 years investment experience,
as analyst, portfolio manager and chief investment officer. He is
President of BGH Central Investments and Sun Life Investment
Management Company, and Managing Director of Guardian
Capital Advisors LP. In the course of a thirty minute Power-Point
presentation, he reviewed and rated his 2007 forecast. Then he
took us on a whirlwind tour through sub prime mortgages,
focusing on foreclosures in Cleveland and possible ramifications.
Finally, he daringly gave us his vision of the year ahead. As for
the current ups and downs in the market, he repeated the advice
of other sages: Buy low, sell high.

Mr. Yamada took a look at
what he forecast last year, and
giving himself pretty good 
marks in four out of five
categories. He was low in his
estimate of the C$, seeing it at
87 cents. 

He explained the difference
between sub-prime and regular mortgages and told us about the
Group of Five who launched sub-primes with an agreement to
adopt a common language that all banks could use. The sub-
prime market became very lucrative for the banks and  
mortgagers who let themselves be seduced by ridiculously low,
starting interest rates were also pleased at first. However,
contracts called for rates to shoot up in 24 months and when the
first anniversary dates arrived last Fall, home owners began to
feel the pain. Deutsche Bank owns most of the sub prime
mortgages in the Cleveland area. In 2007, one mortgage in ten 

was foreclosed. These have occurred in mostly black communities. Who
knows what unrest will result. The inventory of unsold homes is very high. In
Palm Beach, Flordia, Mr. Yamada  was speaking to a home owner who said
valuations were down 18.5%. Elsewhere he saw it reported down as much as
30%. And keep in mind the roll-over peak will occur in the next few quarters. 

Construction accounts for 15% of the US GDP. Activitywill be halved in
2008.  Between 1.2 and 2 million people are currently out of work in
construction. No one seems to be in control of the economy. Lending
standards are getting tighter. Nearly one sub-prime mortgagor in 6 has missed
a payment. The current index value of mortgage bonds is down substantially,
the lower the quality, the bigger the drop. 63% of sub-primes are still
outstanding. Refinancing for the roll-over peak will take place in 2008. It’s
all about confidence. The Fed Chairman is not decisive. The spending
package (announced by Washington) is too small. You can’t make bankers
lend. How to forecast the effect of the drop in home values on the wealth
effect psychology of the American consumer.   
Forecast for 2008:
• US interest rates will go down (long term risk).
• More big write-downs.
• Loonie will follow oil...lower
• Recovery by 4Q-2008
• Recovery in stock market starting  mid-year.
• Greatest risk – credit constipation.

Upcoming speakers:
Jan 29 (brkfast): Club Assembly
Feb 5 (lunch): NOVA and ELIZABETH HOUSE will receive proceeds

of the golf tournament and speak to the club. 

International Convention Website Link:  
L.A. June 15-18, 2008  www.rotary2008.com 

Website Links:
Our club: www.rotarymontreal.org
Montreal Westward: www.rotary-montreal-westward.org
Montreal Lakeshore: www.rotary-montreal-lakeshore.org
Westmount: www.rotarywestmount.org
Laval Rotary: www.rotarylaval.qc.ca
Our Rotary district: www.rotary7040.com
Rotary International:  www.rotary.org 
2010 Convention: www.montreal-winnipeg-2010.org
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