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Foreign Exchange 
This week, we will do something a little different. I want to discuss with you a personal experience I had with my bank 

that did not go well and I think unfortunately is too common. I went on to my mobile app to transfer $2,000 from my 

savings account to my chequing account. I do this from time to time to cover regular family expenses. My chequing 

account is my “operating account” where automatic payments for bills, utilities and credit card payments are made etc. 

By mistake, I transferred the money into my US$ chequing account, an easy error while I was watching the Olympics at 

night. I realized right away what I had done, and the implications, when I looked at my account balance screen (more on 

that below). I wanted to “correct it”, so I transferred the full balance in my US$ chequing account (it was empty when I 

started) to my C$ chequing account “to make everything right”. You probably know what happened next…. Only $1,891.09 

showed up. That is a 5.4% round trip commission or 2.7% each way. This is just way too high, in my opinion. 

This is where the real fun starts. It was 10pm so I had to wait to call the bank in the morning. At first, I feigned ignorance 

and told the customer service person there was a problem with the app and it needed to be corrected. He dutifully told 

me that there was no problem, and my balance was, in fact, correct. “How could this be?” I asked him and suggested they 

just reverse the transactions. He went away to his manager and came back and said it was impossible to change because 

the FX rate had been contracted. He then went on to explain the concept of the “Bid /Ask spread”.   

Then I explained that we often exchange millions of dollars of FX at Pathfinder and get 10bps off spot rate on regular 

transactions and far less for larger amounts when negotiated… NOT what the bank is charging for regular transactions: 

2.7% or 270bps. This would mean my transaction should have cost $3.998 and not $108.91!! I also explained that I can call 

to get a preferred rate, because I have done that in the past, so it is not “impossible” as the manager said. Lastly, I 

explained that his rate is just a computer program. There is no actual FX being transacted throughout the day as they will 

combine it together in a bulk amount and get the institutional spread on a larger transaction, thus making the bank an 

approximately 2.69% margin (270bps charged to me, less 1bps institutional spread)… on every small dollar amount 

transacted. He went back and spoke with is manager and credited my account.  

“This means that” in our opinion, it is better to be a shareholder of a bank than a customer of a bank. If you can, spend 

some time finding an alternative provider or at least call the bank and ask for an improved rate if you have to do FX in 

any large size. I was able to push back because of the experience that we have at Pathfinder and the amount of business 

that I do with the bank; however, most people will unfortunately not be able to do this. In our business, transparency is a 

very valuable thing and unfortunately, with current foreign exchange infrastructure, the true cost of exchange remains 

hidden for the most part.  

Michael Rudd, CFA | President, CEO & Portfolio Manager 
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Disclosure 

National Instrument 31-103 requires registered firms to disclose information that a reasonable investor would expect to 
know, including any material conflicts with the firm or its representatives. Doug Johnson and/or Pathfinder Asset 
Management Limited are an insider of companies periodically mentioned in this report. Please visit www.paml.ca for full 
disclosures. 

*All returns are time weighted and net of investment management fees. Returns from the Pathfinder Partners' Fund and 
Pathfinder Real Fund are presented based on the masters series of each fund. The Pathfinder North American Equity 
Portfolio and The Pathfinder North American Income Portfolio are live accounts. These are actual accounts owned by 
the Pathfinder Chairman (Equity) and client (High Income) which contain no legacy positions, cash flows or other 
Pathfinder investment mandates or products. Monthly inception dates for each fund and portfolio are as follows: 
Pathfinder North American Equity Portfolio (January 2011), Pathfinder North American High-Income Portfolio (October 
2012) Pathfinder Partners' Fund (April 2011), Pathfinder Real Fund (April, 2013), and Pathfinder International Fund 
(November 2014). 

Pathfinder Asset Management Limited (PAML) and its affiliates may collectively beneficially own in excess of 10% of one 
or more classes of the issued and outstanding equity securities mentioned in this newsletter. This publication is 
intended only to convey information. It is not to be construed as an investment guide or as an offer or solicitation of an 
offer to buy or sell any of the securities mentioned in it. The author has taken all usual and reasonable precautions to 
determine that the information contained in this publication has been obtained from sources believed to be reliable and 
that the procedures used to summarize and analyze such information are based on approved practices and principles in 
the investment industry. However, the market forces underlying investment value are subject to sudden and dramatic 
changes and data availability varies from one moment to the next. Consequently, neither the author nor PAML can make 
any warranty as to the accuracy or completeness of information, analysis or views contained in this publication or their 
usefulness or suitability in any particular circumstance. You should not undertake any investment or portfolio 
assessment or other transaction on the basis of this publication, but should first consult your portfolio manager, who can 
assess all relevant particulars of any proposed investment or transaction. PAML and the author accept no liability of any 
kind whatsoever or any damages or losses incurred by you as a result of reliance upon or use of this publication. 
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