Hello,
March is here and we know what that means... Spring is almost upon us! Not
only is this a time for brighter days and warmer weather, the turn of seasons
also means taxes! If you haven't already ﬁled your taxes, you likely have an
appointment to do so in the coming days.
In light of this time, we have shared a number of tips on the RaeLipskie Blog for
you, including what your Portfolio Manager would like you to know about tax
season. Check out what we've had to share.
To stay up to date with the latest ﬁnancial trends and RaeLipskie news, please
follow us on Facebook, Twitter, or LinkedIn.
Sincerely,
The RaeLipskie Partnership Team

Random Gleanings
The Korean Olympics are now complete, except for payments due for years to
come on lavish facilities that are likely to be mothballed. One South Korean
cost incurred, in true Olympic spirit, was comping the North Korean contingent
and so this dubious rapprochement between sworn enemies became a big
story. It reminds us, though, of the disparate economic paths taken: from a
roughly even start after the Korean War, the South has raced ahead to a GDP
per capita an estimated 45 times that of the Communist North. Faster, higher,
stronger indeed.
They say that networking is the path to success for young business people

looking to climb the corporate ladder. This was not necessarily a ‘need’ for
David Rockefeller, given his ties to the famous ﬁnancial family, but after his
death last year the full extent of his connections came to light. Apparently he
had a custom-built Rolodex over ﬁve feet high that contained 200,000 cards
detailing about 100,000 contacts. Now there is a record to shoot for.
We hear regularly of mammoth ships that can carry tons of people
(approximately 25 tons heavier by cruise end), with the largest now near 7,000
passengers. You might not have heard how big the biggest oil tankers are.
They are capable of carrying two million barrels (picture a short, rotund cruiser)
of oil which is equal to 315 million liters. Enough to drive your average car… a
long way.
One of our favourite market strategists, Dr. Ed Yardeni, refers to the recent
market jitters as a panic attack. These events are painful and somewhat scary,
but his perspective is that this is just another in a series of 60 such episodes
going back to the start of the bull market in 2009, including those related to the
Brexit brawl and Fed fears. He attributes the latest version “to a ﬂash crash in
some cockamamie algorithm-driven ETF (Exchange traded Fund)”. Sounds
about right.
You are wearing WHOSE clothes? According to a recent Wall Street Journal
article, the men’s fashion scene has ﬁnally come full circle. Yes, designers
have young men searching their fathers’ closets for baggy pants and big shirts
to achieve the ‘stereotypical suburban-dad’ look. Apparently, this phenomenon
(there can be no other word) is an offshoot of the ‘normcore’ trend. Don’t ask.
The 2017 Tax Cuts and Jobs Act in the U.S. has generated a lot of
controversy, most of it positive for corporations and the stock market. But
individuals are beneﬁtting as well, ﬁrst from the lower tax rates that show up on
paychecks, and secondly from pay increases, improved beneﬁts and cash
bonuses that their now more proﬁtable companies are providing. A boost for the
economy and a modest bump in President Trump’s straggling popularity.
Whether popularity driven or not, one area where the President stands out is in
Wikipedia views. Last year he was second only to the ‘Deaths in 2017’
category (and who could beat that?) and well ahead of Game of Thrones and
Meghan Markle. Something to be proud of, depending on your view, and from
the Trumpian view no doubt he is.

In this online presence game, the President has some pretty stiff competition
from the Kardashians. Recently, the Kylie Jenner version tweeted the following
about Snapchat, another social media site ﬁghting for users: “Sooo, does
anyone else not open Snapchat anymore?” We can’t know if this slight was the
only cause, but Snapchat’s stock lost $1.7 billion in value the next day. Quite
the impact.
Margaret Atwood, participating in a writers’ panel discussion and responding
to a question on political activism as to whether this was a time to be very, very
worried: “When was the time not to be very, very worried?” We suspect this
response reveals the makings in Ms. Atwood of a worthy investment manager.

Monthly Market Data Commentary
February was not a pretty month for ﬁnancial markets. For stocks, February fell
in the midst of the ongoing correction that started in late January, saw markets
fall dramatically in the ﬁrst third of February and then proceed to partially
recover almost as vigorously. Talk about volatility. Having been on a steady
upward trend for a lengthy period of time, stocks were due for a correction but
the speed of the decline caught investors off guard. Bond-market returns were
also weak to negative as central bankers signaled their intention to raise shortterm interest rates, a ‘normalization’ process due mostly to strengthening
economic activity globally and a pre-emptive restraint on currently dormant
inﬂation pressures. Interest-rate moves are likely to be moderate and staged so
are unlikely to derail the economic growth pattern that data indicate should
continue. It is this growth expectation, along with the positive corporate-proﬁt
outlook it is supporting, that suggests stock markets will eventually come out of
this corrective phase in better shape.

The Learning Corner
Where have all the stocks gone?
Until the recent ‘adjustment’ to stock-market prices, pretty well all we have
heard about lately is the onward and upward march of stock markets to
countless records and higher dollar values. As a point of interest, that dollar
value now stands at over $30 trillion for the U.S. market alone (Russell 3000
Index), up a tidy $7 trillion since the U.S. election. Given the market’s
impressive performance, it might come as some surprise to learn that the
number of stocks available for investment has been on a steep downward trend
for all of this century.
This loss of public companies is particularly acute in the U.S. where the
Wilshire 5000 Index, which began life with 5,000 names covering the entire
market in 1974, can now come up with only 3,500 domestic stocks. More
tellingly, the index held 7,562 names in 1998 so it now sits at less than half that
high level of 20 years ago.
Why has this happened? Essentially, there has been less incentive for young
companies to go public. At the same time as there are hurdles in the form of
regulation, shareholder suits and antagonistic activist investors, there are deeppocketed venture capitalists and private-equity investors more than willing to
provide capital. As a result, the number of initial public stock offerings is a
fraction of past levels and those that do go public tend to do so at a later stage
(Facebook was already worth $100 billion at its ﬁrst public offering in 2012, over
150 times Amazon’s IPO value in 1997).
Where this trend goes from here is hard to say since market forces are ﬁckle.
One current downside is a relative scarcity of young growth companies
available to stock-market investors. The overall upside, though, would seem to
be the law of supply and demand whereby strong demand and constrained
supply lead to higher prices (see paragraph one).

Charting Our Times
Earnings Matter
The title of this section is the reason we are including another variation of the
corporate-proﬁt charts we have shown in the past and undoubtedly will show
again in the future. Earnings matter because each electronic share certiﬁcate
proves an ownership interest and a share of the earnings generated. Those
earnings, in turn, provide the dividends paid to shareholders and the
reinvestment in corporate projects that provide the basis for future growth. To
the extent that the earnings are growing, dividends will keep pace, future
growth prospects are enhanced via reinvestment and investors will value the
shares more dearly. All good.
Thanks to improving economies, operating efﬁciencies and tax beneﬁts, the
chart below shows that earnings are growing (EPS: Earnings Per Share) for
U.S. companies and, importantly as per the above, are expected to continue
growing. This includes further gains in 2019 which is not depicted on the chart.
Each bar shows the expected percentage gain for each quarter compared to a

year earlier. This growth factor, while in no way guaranteed, is particularly
relevant today in moderating concerns about signiﬁcantly more damage to
stock markets. While the chart is U.S. based, it is worth noting that global
markets are expected to have earnings tailwinds as well, if not quite to the
same extent. In Canada, for example, analysts project that companies in the
TSX Index will experience an approximate 14% growth rate in overall earnings
this year. A positive picture.

The Big Picture

In this month's blog, we discuss market corrections that gives us "The Big
Picture" of current market volatility. Click here to read.

3 Great Tips to Get Ready for Tax Season
With proper planning,
you can tackle your
taxes and stay stressfree. Read through our
tips to be tax-ready by
April 30th.
Read more on the
RaeLipskie Blog.

3 Things Your Portfolio Manager
Wants You to Know About Taxes
With tax season
looming, being prepared
is half the battle. Make

sure you’re prepared to
ﬁle with your portfolio
manager by following
our tips on the
RaeLipskie Blog.

In the Ofﬁce

Our own Ken Rae was honoured recently by being included in Wealth
Professional Canada’s Hall of Fame magazine issue. They make note that he
has been in the advising business for ﬁfty-four years. Here is an excerpt from
the article: “Among this collection of industry veterans, there are a lot of years
of experience. None have had quite the career of Ken Rae, however. The
Waterloo-based advisor, now chairman and CEO of the RaeLipskie
Partnership, made his start in the business in 1963 as an investment assistant
at Canada Permanent Trust Company in Toronto. From there, he joined the
Mutual Life Insurance Company as an investment analyst, relocating to
Kitchener-Waterloo. After serving as investment director with Dominion Life
Insurance Company, Rae decided to branch out on his own and set up
Advantage Investment Counsel in 1985. That enterprise proved to be a
success and was acquired by Michael Lee-Chin in 1987. Rae’s entrepreneurial
vigour remained, and in 1988 he founded Kenneth Rae Investment Counsel,
which ultimately became Rae and Lipskie Investment Counsel after he forged a
partnership with Brian Lipskie. The two men remain at the forefront of the
company today, managing approximately $650 million in assets [Ed note:
magazine used old ﬁgures – our AUM is closer to $1 billion] and specializing in
investment management for individuals, trusts, estates, foundations and
corporations, with ofﬁces in both Waterloo and Burlington, Ontario.”

To read the full article, and see Ken’s ten contemporaries also included in the
issue, please click here.
We want to take this opportunity to thank everyone who attended our charity
luncheons in the past. With your kind donations, we were able to provide
donations to 15 different charities. While the luncheons have been worthwhile
endeavours, we have decided to suspend this function and concentrate our
resources in other areas. We continue to support our client charities and
encourage all of our clients to do the same.

In Our Community
Kitchener-Waterloo Art Gallery: Take a behind-the-scenes tour of the
Permanent Collection at KWAG on March 18th for their Walk the Talk: Vault
Tour.
Big Brothers Big Sisters: The annual Chef's Gourmet Dinner is being held in the
Bingeman's Crystal Ballroom on April 9th. Over 20 of the Region’s top chefs
partner with the Best Friends to create a unique culinary experience in support
of Big Brothers Big Sisters of Waterloo Region.
The Food Bank of Waterloo Region: Canstruction® is a unique, international
event engaging designers, architects and engineers to use their talents to help
those struggling with food insecurity. This event is coming to Waterloo Region
on April 15th.
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