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Many members have called to express
their concerns about the current economic
crisis and to find out how we are manag-
ing its impact on our retirement funds.
We’'re using this issue to give you some
basic information about how this economic
meltdown occurred, and how investments
(including pension plans) are affected. We
also explain the actions we’re taking to ad-
dress the impacts on your pension plan.

It is fortunate that your pension plan
trustees have worked hard to strengthen
the plan’s funded position, and are following
a sound long-term investment strategy. It's
sobering to consider the consequences had
our plan been less financially sound when
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the stock market began its slide a few
months ago.

We are grateful for the support of our
staff and advisors—and especially for the
trust of our members—as we developed
and implemented our long-term financial
plan. We will continue to need your
patience and support as we manage this
challenging situation and move ahead into
the recovery of the financial markets.
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By now, almost everyone is aware of the
deep concern government, business and
labour leaders are expressing about the
state of the world’s economy, described as
one of the most serious economic crises
since the end of the Great Depression.

There are potentially serious
consequences for workers, including job
losses, in many parts of the economy. The
current economic downturn is also reducing
the assets of workers’ pension and benefit
plans, and the value of RRSPs.

In recent weeks, many of our members
have asked us to share our views on this
crisis and what it might mean for pension
and retirement plans.

This issue of Our Plans looks at the rea-
sons behind the economic crisis, the impact
the downturn is having on investments, and
the consequences of investment losses
for pensions and other retirement savings
plans. We'll tell you how we’re managing
the situation and the steps we are taking
to protect your pension plans. We want to
reassure you that although the Carpentry
Workers’ Pension Plan has been impacted
negatively by these events, it has not been
affected as badly as most other plans.

Our last major economic crisis in North
America happened in 2001-02 when the
‘dot com’ (or high tech) stock market bubble
burst, and the 9/11 attack on the World
Trade Center shrank the economy and
plunged stock values further.
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Once this crisis passed, we experienced
several years of relatively positive economic
conditions. The economy created many
good jobs in construction and elsewhere,
stock market investments provided good
returns, and the demand and prices for
commodities (such as Canadian exports
of oil, gas, metals and minerals around the
world) reached record highs. Most workers,
businesses, and governments did quite well
during this growth period.

We generally accept that there is a
‘boom and bust’ pattern in the economy
where good times and bad times follow
one another. People don’t expect the good
times to last forever. But few predicted how
severe this downturn would be.

In just a few months during the summer
and fall of 2008, the stock markets in North
America fell in value by approximately 40%.

The price of crude oil dropped two-thirds
from its peak price in June 2008. Three of
the largest investment banks in the world
have been absorbed by their competitors to
avoid bankruptcy.

AIG, the world’s largest insurance com-
pany, was given a $50 billion bailout from
government in order to stay in business.

There is now serious talk that govern-
ment will need to spend hundreds of billions
of dollars to rescue the North American
automobile industry, and prevent Chrysler
or General Motors from seeking bankruptcy
protection.

The unemployment rate has risen, and
consumer confidence and spending have
declined to levels not seen since 1981-82.
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Economies around the world have been
sliding into recession (a period in which the
economy actually shrinks).

Globally, governments have injected
trillions of dollars into financial markets to
help prevent these economic problems from
worsening. But even with all this govern-
ment money flowing into the economy, we
are learning about more downsizing and
job losses. It doesn’t seem that we have
reached bottom yet.

How did this happen? Leading econo-
mists and other experts call the current
economic situation a ‘credit crisis’.

By the end of February 2009, we
will mail the annual Pension Verification
Form and tax slips to each person who
receives a monthly pension. To avoid
having your pension suspended, you
need to complete the form and return it
to our office by May 31, 2009.

Remember, the form can be signed
by anyone who knows you.

Extended Health Care claims for
January 1-June 30th must be received
by Pacific Blue Cross by December 31,
2008. Claims after July 1, 2008 should
be sent to Greenshield. You have 12
months from the date of purchase/
service to make your claim.
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Our economy is based on credit. In a
credit market, workers, businesses and
governments borrow money to finance their
activities.

Businesses borrow money to build
factories or buy inventory. Ordinary people
borrow money to buy items like appliances,
cars or houses.

Credit markets keep money flowing
through the economy and help support the
creation of jobs. Used wisely, credit is an
important economic tool.

Easy credit

Recently, credit has not been used
wisely in the United States. Individuals and
businesses took advantage of low interest
rates and cheap credit to borrow money
and make investments based on pure
speculation.

Investment funds borrowed money
to gain control of businesses, and made
billions of dollars in profit re-selling them—
shuffling paper without adding any real
value to the economy.

Easy credit allowed thousands of indi-
viduals to take out loans they couldn’t afford
in order to speculate on real estate, pushing
up house prices in a ‘housing bubble’.

Asset-backed securities

Mortgage brokers motivated by high
fees and greed approved hundreds of
billions of dollars in mortgage loans for
people who should not have qualified.
Brokers then passed on the responsibility
for these risky mortgages to others by
packaging them up with other mortgages
and selling them as ‘investments’.
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These investments, known as ‘asset-
backed securities’, were bought by un-
suspecting investors all over the world,
including large investment banks and other
financial institutions.

Effect on lenders

The time bomb exploded when borrow-
ers began to default on their payments.
Banks and investors in asset-backed secu-
rities were left holding the bag and suffered
huge losses, and many went bankrupt.

The lenders that survived responded to
mortgage losses by charging higher interest
rates and by making it harder to qualify for a
mortgage. This resulted in fewer buyers and
a sharp drop in housing prices.

Fewer new homes were built, causing
real problems in the construction industry.
And many people who had been borrowing
against their home equity to support their
spending habits could no longer do so when
their home equity dropped dramatically or
turned negative.

Effect on the markets

The credit crisis soon spread beyond
the American housing market throughout
the economy, or, as they say, “from Wall
Street to Main Street”. In a matter of
months, credit markets froze, and credit that
was too easily available has become hard
to obtain—and expensive—even for the
soundest borrowers.

Many lenders that now own asset-
backed securities can no longer afford to
lend money, even to people or businesses
with good credit ratings. Consumer spend-
ing and confidence—which help keep the
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economy strong in good times—took a very
big hit.

Of course, banks that cannot lend
money and are not receiving payments on
loans they have already made soon go out
of business, as we have already seen with
some very large U.S. banks. And compa-
nies (for example, automobile makers) who
can’t borrow money to finance their short
term business needs because credit is not
available very quickly become insolvent.

Governments around the world have
been trying to treat this economic problem
by strengthening the banking sector so
that it can make credit available again to
businesses and individuals. The U.S. and
other governments have given banks large
amounts of cash to lend to borrowers.

Governments have also offered to buy
some of the bad mortgages that are owned
by financial institutions.

How does the current economic crisis
affect the value of stocks and bonds and
impact on pension and other retirement
savings plans?

Why have stock market values fallen so
dramatically? The answer is simple. Stock
prices rise and fall based on how much
confidence investors have in the future
profits of the companies they invest in.

If investors think a company can
maintain or improve its profits, they are
prepared to pay a higher price for the
company’s shares. But if investors think
company profits will decline or even
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disappear, the company’s shares soon
trade at lower prices.

Of course, investors aren’t strictly
analytical. There is also an emotional
element to investor thinking and behavior.
For instance, fear may create pressure
for investors to sell shares even at a price
below the level that can be justified on the
basis of economic analysis.

Investors acting on emotion can create
a momentum that drives stock market
prices very high in good times or very low
in bad times, and it can take months for the
markets to stabilize.

The current economic crisis is so
widespread it could affect almost all
companies, and declining profits across the
whole economy are generally expected by
economists and investors.

Right now, emotions are swinging stock
values up and down by large amounts
almost every day, and the overall trend is
downward. Even share prices for very good
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companies have been falling.

How bad has it been? The following
statistics are based on Canadian dollar
returns for 2008 up to late November.

MARKETS LOSS

Canadian stock market 39%
(measured by S&P/TSX)

US stock market 28%
(measured by S&P 500)

Global stock markets 31%
(measured by MSCI)

Investors hope we are at or near
the bottom of the decline, but this is not
possible to predict.

Job losses may not be the only nega-
tive consequence workers experience as a
result of the economic crisis. Thousands of
investors—Ilarge and small—have been hit
by sharply dropping asset values in the past
few months.

Alberta.

Our Chair, John Davies, is a member of the Alberta / British Columbia Joint Expert
Panel on Pension Standards. On November 14, 2008, the Panel submitted its report on the
reform of pension standards legislation in the two provinces to the governments of BC and

Appointed on October 19, 2007, the Panel was asked by the governments of BC and
Alberta to conduct an independent public review of the Employment Pension Plans Act of
Alberta and the Pension Benefits Standards Act of BC.

With the final report, the Panel submitted its recommendations on how to ensure that
pension benefits standards create opportunities and choice for workers, investors and
businesses. We’re looking forward to the public release of the report in the near future.

For more information, visit the Pension Standards Review website at:
http://www.ab-bc-pensionreview.ca/ A
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Many people hold RRSPs or participate
in other types of retirement savings such as
defined contribution pension plans, and are
directly and immediately exposed to swings
in stock market values. Depending on the
portion of savings invested in stocks versus
other types of assets like bonds or mortgag-
es, investment values may have dropped by
over 20% this year.

For people with defined contribution
plans who are close to retirement, these
losses will directly affect retirement income
amounts. Delaying retirement may allow
investments to recover value, but the delay
could last a number of years. The Canadian
government is under pressure to respond
to this situation by allowing people in these
circumstances to postpone the withdrawal
of RRSP funds beyond the maximum age of
71 now required under the Income Tax Act.

Other workers participate in defined
benefit pension plans. Many defined benefit
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pension plans have invested as much as
60% of their assets in the stock market.
Plans with this type of portfolio may have
lost over 19% of their value so far this year.

Defined benéefit plans are required to
complete an actuarial valuation of their
assets and liabilities every three years.

If a defined benefit plan has suffered a
significant loss in the value of its portfolio
during the current downturn, and must
complete an actuarial valuation at the end
of 2008, or even 2009, it is unlikely that
these asset values will recover in time to
avoid a deficiency. The investment losses
will become unfunded liabilities, which will
have to be paid off over time as required
under provincial pension legislation.

A number of plan sponsors have stated
publicly they may not be able to afford the
extra pension funding that will be required
to meet the legislated funding requirements.
They are now lobbying the pension regula-
tors to ease the funding rules. So far, there
has been little response from government.

DEFINED CONTRIBUTION PLAN DEFINED BENEFIT PLAN

Based on value of an investment account
on retirement

Benefit is determined by individual
investment account balance

of the plan’s investments

Varies monthly depending on performance

Based on a promised benefit upon
retirement

Funds are contributed to the plan and
invested

Returns are used to pay benefits to retired
members

What type is my Plan?

Your pension plan is a slightly different
type of plan than a defined benefit plan or
a defined contribution plan, but has char-
acteristics of each. It is referred to by some
pension professionals as a “specified con-
tribution target benefit” plan, or an “SCTB”.

It is similar to a defined benefit plan
because it has a target monthly benefit
rather than a benefit promise.

It is similar to a defined contribution
plan because the employer contribution
is capped under the applicable collective
agreement. So if there are funding defi-
ciencies in our Plan, there is no employer
or plan sponsor responsibility to top it
up. Deficiencies are typically dealt with
through benefit reductions.
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The Carpentry Workers’ plan is not im-
mune to the current economic crisis and
stock market losses, but our losses have
been smaller than some other pension
plans, and we have more scope to manage
the consequences. Our investment strategy
is to broadly diversify assets to reduce the
impact of loss in any one type of invest-
ment. This means we are less exposed to
the stock market than many other plans.

Barring a major short-term recovery
in the stock markets, most pension plans
will experience a 15%-20% loss this year.
To date, our 2008 loss is much smaller—
approximately 11%. At this stage, we do not
think this loss will affect the amount of pen-
sion the CWPP provides to its members.

Our Plan is required to conduct an actu-
arial valuation every three years. We com-
pleted a valuation in June 2007, so there is
some time for the economy to stabilize and
any devalued assets to recover before our
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next valuation is due in 2010.

Your pension plan trustees (past and
present) have developed and implemented
a sound, long-term investment strategy that
has strengthened the Carpentry Workers’
Pension Plan’s funded position over time.
Our strategies anticipate ups and downs in
interest rates, investments and the plan’s
funded position.

We weren’t planning for anything quite
as dramatic as this, but our long-term,
sustainable approach to funding and in-
vestments has created a framework that
will help us manage and recover. We are
confident that our governance structures,
processes and policies will continue to
serve us well as we deal with the current
challenges.

To help you understand your pension and benefit plans better, we share the answers to
members’ questions and encourage you to send in yours. Please ask!

Green Shield has different claim forms for different types of expenses. We have de-
veloped a generic claim form with them which is available on our website (www.cwbp.ca).
We are also working with Green Shield to have this generic claim form available to CWBP
members on their website (www.greenshield.ca) sometime in the new year.

Green Shield has a special “Authorization Form for Prosthetic Appliances and Durable
Medical Equipment” which must be completed and sent to them prior to making the pur-
chase. The form is available on their website (www.greenshield.ca), or you can call their toll
free number 1-877-411-2806 and request it.
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How will your pension plan trustees
protect your interests during these difficult
economic times? The current economic cri-
sis has shown our conservative strategy is
paying off. Our best approach is to maintain
our vision for the plan, use all of our gover-
nance tools, and adapt to circumstances as
they evolve. Specifically, your trustees will:

With the help of our staff and profes-
sional advisors, we will carefully monitor all
the pension plan’s financial drivers (hours
worked, investment returns by asset class/
manager, benefit pay-outs), and be alert
to any changes in circumstance that may
require us to adapt our policies in response.

We believe our investment strategy
has been the right one for our plan. As the
investment climate evolves, we will seek
advice from our consultants and investment
managers on how we need to adjust to stay
aligned with our plan objectives.

We will work with our actuary to ensure
we are pursuing the right funding objectives
and that our actuarial approach best sup-
ports the attainment of these targets.

More than ever, it is important we keep
pushing the regulator to provide some much
needed flexibility in funding requirements.

Given the impact of the economic crisis
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on many pension plans, we may now have
more allies in this campaign than previ-
ously.

We are committed to ensuring that we
receive the best possible value for the fees
we spend on each of the plan’s service
providers.

We will continue to use this newsletter
and other means to communicate impor-
tant developments to you as they occur. Of
course, we also need to hear from you with
any ideas, questions or concerns you may
have. ™
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Friday, December 19 8:30-11:30
Wednesday, December 24 8:30-12:30
Thursday, December 25 Closed

Friday, December 26 Closed

Monday, December 29 8:30—4:30
Tuesday, December 30 8:30—4:30
Wednesday, December 31 8:30-2:30

Thursday, January 1 Closed
Friday, January 2 8:30—4:30

Carpentry Workers’ Benefit and Pension Plans of BC

Suite 300, 2806 Kingsway
Vancouver, BC V5R 5V1

Telephone: (604) 438-2434
Toll-free: (877) 411-2806
Fax: (604) 438-5348
Website: www.cwbp.ca

General inquiries:  inquiries@cwbp.ca
Board of Trustees: trustees@cwbp.ca
Feedback: newsletter@cwbp.ca
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