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Canadian physicians
more familiar with

CPPIB head worried about expensive assets, biosimilars but still lack
stretched market valuations understanding: survey

Arbitrator upholds
Jennifer Paterson | November 21, 2017 employer’s move to cut

down on pharmacy
visits

Despite the political noise around the globe,
underlying economies are in pretty good

shape and virtually every asset class is seeing Quebec employer offers
high prices, according to the Canada Pension $2.000 incentive to help

staff buy electric cars

Plan Investment Board’s president and chief

executive officer.

“I’m worried that everything is expensive.
That’s the main thing,” said Mark Machin,
speaking at an Economic Club of Canada

event in Toronto on Monday.

“There’s a huge amount of liquidity and money in the world, so just about every asset class is
expensive,” he added.

Read: Investors getting more creative with alternatives amid stiff competition

And a major concern for the CPPIB is limited supply amid stretched valuations, said Machin,
suggesting infrastructure as an example. “One of the frustrating things about infrastructure is there’s
not enough supply and there’s an increasing amount of money in the world chasing infrastructure
investments. And there’s just not that much that’s ready to invest in.”

The lack of supply is leading investors to pick existing infrastructure investments with very poor - Beneﬁts Canad
returns, he added. “There’s just so much liquidity that it’s difficult to find things that actually have
value. So I worry about chasing things that are too expensive.”

However, Machin noted one of the advantages the CPPIB has over individual investors is that it’s able Car‘eers
to make investments at opportune times. “We all do it as individuals. We tend to panic as things go Senior Analyst
down and get euphoric as things go up, so we’re very pro-cyclical as individual investors,” he said.

Pension An
“So you have to put in place these structural protections as long-term institutional investors to stop that
kind of behaviour. We’re doing the opposite, buying when things are cheap and selling when things are Chief Actuary, |
expensive.”
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Read: CPP fund delivers ‘modest return’ of 2.5% in second quarter

One of Machin’s lessons for other investors is to have a properly diversified portfolio across asset
classes and geographies. Diversification for the CPPIB means investing in a lot of private

assets. “About half of the portfolio is in what we characterize as private assets,” he said, referring to
about $50 billion in global real estate, $30 billion in infrastructure, as well as significant investments in
private equity and some private credit.

In terms of diversifying geographically, Machin described opportunities in emerging markets,
predominantly China, India and Brazil. “We’re very targeted on those countries. Currently, our
portfolio is about 12 per cent to emerging markets. That will increase over the next five years to
probably over 20 per cent, I’d imagine,” he said, noting that will be partly due to the

continuing growth of the Chinese and Indian economies.

“We anticipate by 2026, China will overtake the U.S. in overall size of economy. So in picking those
three — China, India and Brazil — [they’re] massive markets . . . but tricky territory, because you have
to be careful about what people you’re doing business with. You have to be careful to really understand
what you’re dealing with . . ..”

Read: Is China becoming more open to institutional investors?
Read: India a hot destination for pension fund dollars

Read: Latin America remains attractive for investment despite political uncertainty
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Joe Nunes:

I have been writing about this worry for years and now the CPPIB has either just figured it out or just willing to
admit to the problem.

It is my hope that the CPP Chief Actuary reflects these issues in the next valuation of the CPP since it doesn’t
seem right to me to count all of the investment gains in a hot market as profit when they will probably be a drag
on future performance.

Tuesday, November 21 at 11:03 am | Reply

http://www.benefitscanada.com/investments/equities/cppib-head-worried-about-expensive-assets-stretched-market-valuations-106773 2/3


http://www.benefitscanada.com/investments/equities/cppib-head-worried-about-expensive-assets-stretched-market-valuations-106773?print
http://www.benefitscanada.com/investments/equities/cppib-head-worried-about-expensive-assets-stretched-market-valuations-106773/email-article
http://www.benefitscanada.com/news/cpp-fund-delivers-modest-return-of-2-5-in-second-quarter-106299
http://www.benefitscanada.com/investments/emerging-global-markets/is-china-becoming-more-open-to-institutional-investors-103603
http://www.benefitscanada.com/news/india-a-hot-destination-for-pension-fund-dollars-102941
http://www.benefitscanada.com/investments/emerging-global-markets/latin-america-remains-attractive-for-investment-despite-political-uncertainty-102418
http://www.benefitscanada.com/investments/equities/cppib-head-worried-about-expensive-assets-stretched-market-valuations-106773/comments
http://www.benefitscanada.com/investments/equities/cppib-head-worried-about-expensive-assets-stretched-market-valuations-106773?replytocom=71367#respond
http://www.facebook.com/share.php?u=http%3A%2F%2Fwww.benefitscanada.com%2Finvestments%2Fequities%2Fcppib-head-worried-about-expensive-assets-stretched-market-valuations-106773
https://twitter.com/intent/tweet?text=CPPIB+head+worried+about+expensive+assets%2C+stretched+market+valuations+-+http://tinyurl.com/ycbjbbgn
javascript:void(0);
http://www.benefitscanada.com/microsite/careers/general-manager-work-wellnesspbc-11_17/
http://www.benefitscanada.com/microsite/careers/communications-and-public-relations-manager-pspb-11_17/
http://www.benefitscanada.com/microsite/careers/director-global-benefits-scotiabankers-11_17/
http://www.benefitscanada.com/microsite/careers/manager-compensation-total-rewards-nav-10_17/
http://www.benefitscanada.com/microsite/careers/benefits-specialist-nav-10_17/
http://www.benefitscanada.com/microsite/careers/director-digital-experience-and-communication-services-bc-pension-corporation-10_17/
http://www.benefitscanada.com/microsite/careers/director-group-benefits-underwriting-grouphealth-09_17/
http://www.benefitscanada.com/conferences
http://www.benefitscanada.com/conferences/mental-health-summit-vancouver
http://www.benefitscanada.com/conferences/face-to-face-drug-plan-management-toronto
http://www.benefitscanada.com/conferences/employers-cancer-care-summit-toronto

11/27/2017

Add a comment

Have your say on this topic!
Comments that are thought
to be disrespectful or
offensive may be removed by
our Benefits Canada admins.
Thanks!

* These fields are required.

CPPIB head worried about expensive assets, stretched market valuations | Benefits Canada

Your name:* Your email:*

Your message:*

I'm not a robot
reCAPTCHA

Privacy - Terms

Submit my comment

Benefils

NEWSLETTER REGISTRATION

ATTEND OUR CONFERENCES

MAGAZINE ARCHIVES

DIRECTORY ARCHIVES

POLLS

- About - - Contact - - Related Publicatioi

Advisory Board Sales & Advertising Cl Top Broker
Meet our experts Customer Service Canadian Investment Review (
RSS Feeds Contact Us Avantages Canac
Inves

ATC Media site,
Business Solutions

http://www.benefitscanada.com/investments/equities/cppib-head-worried-about-expensive-assets-stretched-market-valuations-106773 3/3


http://tc.benefitscanada.com/T/WF/4426/YZWzJM/Optin/Form.ofsys?promokey=homesite
http://www.benefitscanada.com/conferences/
http://www.benefitscanada.com/magazine-archives
http://www.benefitscanada.com/directories
http://www.benefitscanada.com/polls
http://googleads.g.doubleclick.net/pcs/click?xai=AKAOjssXZYTadpA6fPj6ejiSJgijtAvUlyRh202CPT5T5NC3hZrzZEGorDqut3qG-v6fonqbZxMCo7CWWy7uezvpOR_gD5fSoXj0PMqj6Sw6aK_hSLAdbKEZDR6hFm6XUWQHYzmqpOCvWCGK5gZ5m9dstpjrsOhxhyRgUqLrhG6jGRSM31csRQ6BDmtyYahDGLwoVb0I_yS4ji-kVn3XQEuhh2zO3xtGhDCMYqQUH21YMSrjWqx2AG9rFznscZBSEKimLTsarDucHoM5bHVe3SosVtaqsO4YWtYB&sig=Cg0ArKJSzKe19szYkyBp&adurl=http://www.investmentreview.com/
http://www.benefitscanada.com/advisory-board
http://www.benefitscanada.com/experts
http://www.benefitscanada.com/rss-feeds
http://www.benefitscanada.com/sales-advertising
http://www.benefitscanada.com/customer-service
http://www.benefitscanada.com/contact-us
http://www.citopbroker.com/
http://www.investmentreview.com/
http://www.conseiller.ca/avantages/
http://www.conseiller.ca/
http://www.institutionalinvestmentnetwork.ca/
http://tctranscontinental.com/en/
http://tctranscontinental.com/en/privacy-policy
http://www.benefitscanada.com/terms
https://googleads.g.doubleclick.net/pcs/click?xai=AKAOjsvl887EOUyG8zZ0zCT-qlntEzP5LyHTwsVd0SG_fRyYw8av3jJ6zeH-f3esa9UGGq4Ov8aX92s_fe4n_Wkuz6CCkjYaun5P8jh6VS0DMRyKgzgasYk2-rJwutbOEVd4W1vdZTocV5FnBHFeGy1SAUbi8moIdEBxChO7O6X0pCwnfqVsZU2fgZRdLgGGzif50m5ngWwgu5iNaMi7foObVqFry5oD1KK0D5QuK0Zq4w6PYQDOKGYjx0a9-xKglFbAd7Zb-XwGVoXCFsRwy7FbdUfudHUVzt1A&sig=Cg0ArKJSzE4fShYgRf3M&adurl=https://twitter.com/bencanmag&nm=1
https://googleads.g.doubleclick.net/pcs/click?xai=AKAOjstXsOfgswdCSjV2u0ORSytYR4wCTP_e8y7QJNNRadGvC8nwuc_2-081kI35VVQrxJ0AflDgd1fpn7tueH9miuTBHgFO9Q7LNwmkLoPuj7_QPz-eVwhHTci5wCmaS_Bqd3wEU1aGGDgPRo6qbFlDJW_HF4LVhws6QbAiyRZ4VtCs2QfEVzaRhbYQTlJKCav50scxiOrjZlazUIdD2mfjgWaAFoxVFenNjGTTB2hx4FgW705TNZtX9OwBHyxU9BzYNxt3Sc4Cc7dYct60sz57cHXdYYhz-NG2&sig=Cg0ArKJSzO24yQWEEp_8&adurl=https://secure.e-registernow.com/cgi-bin/mkpayment.cgi%3FMID%3D3090%26state%3Dstep2direct%26event%3D500000516652691
https://www.google.com/intl/en/policies/privacy/
https://www.google.com/intl/en/policies/terms/

