The “Group of 7”

Women Investors

by Dorothy Rusoff and Kate
Stark

Cetarticle décrit la formation, les struc-
tures et le fonctionnement d'un groupe
d'investissements formé de et par sept
femmes. Les auteures discuttent de ce
qu elles ont apprises sur lart d'investir,
sur elles-mémes et sur lesprit d'équipe.

The “Group of 7” started out as a
group of seven individual women with
little or no experience in investing
money and little or no knowledge of
financial terms such as equity,
dividend,s and share price. But we
had a keen interest to learn and per-
haps, in the back of our minds, even
visions of wealth and financial inde-
pendence.

The idea ofan investment club first
came to one of our members when
she learned of a club of women in
Mississauga with as many as 20 mem-
bers. Later, an article from awomen’s
business magazine explained whatan
investment club was and identified
what steps to take to start such a club.
Through networking, other individu-
als were approached, each respond-
ing with enthusiasm to the idea, and
the group met for the first time in
November 1989. It was clear in our
minds that the primary reason for the
clubwas to providea vehicle for learn-
ing about the world of investing and

_all it entailed.

Who arewe? Each of us had little or
no knowledge of investing. Each of us
had astronginterestin learningabout
money. Each of us was willing to
invest some money on a monthly
basis. We all work in social services,
or teach in social services. Some of us
have private practices or other busi-
nesses outside of our “permanent”
positions. We are educated women,
with graduate level degrees. Our ages
range from mid-30s to mid-50s. Some
of us are mothers, all of us have part-
ners, none of us have grandchildren,
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and we each have to work to support
ourselves.

Over the course of five years we
have become knowledgeable about
the world of investment and money
management, are participants in the
Toronto Stock Exchange and the New
York Stock Exchange, have acquired
international investments both as a
group and as individual members,
make decisions about playing the
markets, and have managed through
our investments choices to receive an
average of 12 per cent annual return
on our group investments during the
recession. It has been a wonderful,
enlightening, and empowering expe-
rience.

In the first few months of forming
the club, we focused our discussions
on items such as membership and
size, the development of by-laws for
the group, and the selection of a
broker. Because of our lack of knowl-
edge in the area of investing, on occa-
sion we would find ourselves in the
middle of an exhausting discussion,
unsure as to where to go next, uncer-
tain as to the importance or purpose
of the discussion. For instance, how
many members need to be present for
the group to decide to sell a stock? At
the time the significance of that type
of decision was unclear to us.

Investment clubs areakin to a busi-
ness or a company. Some investment
clubs are even incorporated. Itis very
different from a social club. While we
have fun together, laugh, and hear
about each others’ lives, we also make
important decisionsabout our money.
Our by-laws help in things like how
we make certain kinds of decisions.
In the beginning we spent a number
of meetings drafting our by-laws. We
needed to decide how often we would
meet, what number constituted the
membership of our club, what deci-
sions required voting, and how many
people had to be present to vote. The
by-laws provided some of the struc-

ture we needed to launch the club.

We had been advised that the opti-
mal size for a group was between ten
and 15 members. The rationale for
this was the larger the group, the
more money there would be to invest.
Clubs can be much larger and many
are. They can also be smaller ,as ours
is, but small clubs, unable to sustain
themselves, often collapse. For our
group, the issue of membership size
was directed by our common goal of
learning about investing. We needed
to establish a size that would facilitate
this learning. We felt this meant no
more that eight members. A larger
group, we believed, would negatively
influence the members’ comfort level
in participating and would affect our
ability to learn.

The club meets every six weeks, at
adifferent member’shome each meet-
ing. We do not meet in the summer
months or during the month of De-
cember, which results in nine meet-
ings per year. The member hosting
the meeting provides refreshments
for the group. Although we had been
warned to keep the club at a business
level, we have been able to combine
both the social and financial aspects
without harming our original invest-
ment objectives.

Each meeting follows a structure,
albeit an informal one. Once every-
one arrives, we usually start with re-
ports from members who at the pre-
vious meeting had committed to re-
searching a particular stock or par-
ticular area of interest. Questionsand
general input help the group deter-
mine whether or not we should actu-
ally buy the stock in question. The
report will usually include an analysis
of the business’ annual report, news-
paper articles about the business, and
a presentation and analysis of the
“value-line” statement of the stock
(financial experts’ predictions about

a stock). In the first few years, we
often discussed topics such as what
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ratios could help in determining a
stock’s value, or the differences be-
tween preferred shares and common
shares; topics that helped us learn
about the world of investing. The
reports are followed by a general dis-
cussion of stocks members have heard
about that should be considered as a
possible investment. If we decide to
follow up ona particular stock, some-
one will volunteer to do the required
research and present it at the follow-
ing meeting,

Lastly, our designated treasurer
presents our valuation statement
which tells us what our total assets
are, or our club’s market value, and
what our available cash balance is in
order to make new purchases. Before
we get into any serious socializing, we
decide if we're going to buy any new
stocks or sellany we’re presently hold-
ing which aren’t performing as we
would like.

Initially we tried very hard to de-
velop specific guidelines that we could
use to make decisions on which stocks
to buy and when. We started with an
approach that seemed like common
sense but has been packaged and pre-
sented in the investment community
as “ethical investing.” This method
looksata particular company’s record
in a variety of areas. The areas that
have been important to us have in-
cluded the company’s environmen-
tal stand, its record on the hiring of
women managers, and whether or
not the company is Canadian. We
can’t always follow this criteria, ei-
ther because we don’t have enough
information about companies’
records on these issues, or we're not
sure we trust the information we do
have. Or, in truth, sometimes mem-
bers become so interested in the ac-
tivity of particular stocks that the
ethical issues become less significant
or of secondary importance. Finally,
we cannot ignore the financial ques-
tion: does the stock have atrack record
on which we want to take a risk?

We are small investors, starting
with a $100 membership fee and
then a $30 investment each month.
While this means we have a signifi-
cant time period to build up enough
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equity to purchase new stock it also
means that we have time to research
and consider our decisionsabout what
stock to buy, how much, and when.
Even at $30 per month, an amount
we each felt comfortable with invest-
ing each month, we have learned a
great deal while watching our invest-
ments grow steadily. Today we have
a market value of approximately
$15,500. Our portfolio includes
shares in a bank, junior oil compa-
nies, a medical and health supply
distribution company, pulp and pa-
per manufacturing, pipeline produc-
tion, and food services. We also have
some stock that we bought on pure
speculation. Our best performing
stock is one that we selected by fol-
lowingourinstinctsaboutwhatwould
be an important and necessary com-
modity in our economic climate. We
recently purchased a newly issued
stock and bought stock through lev-
erage. The share price in the “Group
of 7” has increased in value one and
half times since we started investing
in June 1990.
Two of our members comment:

As the club has grown and ma-
tured, I have enjoyed wartching
confidence and knowledge grow
within our individual members.
When we first joined only one
member had investments outside
of the “Group of 7.” Now, five
years later, most of us have our
own investments that range from
mutual funds to stocks trading on
the Toronto Stock Exchange. We
talk about events going on in the
world and how that will affect our
holdings on the Toronto Stock
Exchange. We grapple with issues
as how much profit is enough and
how much loss is too much. We
make decisions about ethical mat-
ters and decide if we want to buy
stock that is harming our environ-
ment or a company whose record
on treatment of women employees
is poor. The knowledge that I have
gained from our discussions and
the risks we have taken together
has lead to a confidence about
myself and my ability to manage

my money so that it works for me
and my family. I look forward to
sharing this knowledge with both
my son and my daughters.

As I prepared to write this portion
of the article including discussions
with the co-author, I am aston-
ished at how much I and the group
as a whole have actually learned.
Not only have I learned how to
read the business section of the
local newspaper and struggle
through a valuation statement, I
have also learned how to partici-
pate in discussions about the rela-
tionship between economics and
world political forces. As a group,
we have learned what questions to
ask, what to be wary of and fi-
nally, how to make decisions and
investments.

We have had fun learning about
something that has typically been
thought of as a male domain and we
have done this in a womanly way—in
a supportive and respectful environ-
ment. We have been together for
almost five years and as we look to the
future we realize what continues to
keep us together is the connection
among us, the special meanings, the
recognition and knowledge of the
choices we’ve made together and the
opportunity for more learning.
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