Hello,
You can already feel a chill in the air which means Autumn is around the corner! As the weather starts to die
down, our schedules will start to fill up - September is the perfect time to revisit your portfolio or financial
plans, contact your Portfolio Manager today to book an appointment.
As many of you know, this year the RaeLipskie Team is excited to be celebrating our 30th anniversary. We are
very proud of this milestone and we look forward to sharing a look back at our wonderful journey over the past
three decades in the coming months.
Don't forget to follow us on Facebook, Twitter, and LinkedIn to stay up to date with the latest financial trends
and The RaeLipskie Partnership news.
Sincerely,
The RaeLipskie Partnership Team

Random Gleanings
With the 50th anniversary of the moon landing celebrated in July, it is worth noting the huge economic
commitment that moon race with the Soviets took. In the mid 1960’s the U.S. was spending 0.8% of
GDP on the space program compared to today’s 0.1% level. A big cost to fulfill JFK’s 1961 promise.
These days the big space projects seem to be on the private side, including Elon Musk’s SpaceX and
Richard Branson’s Virgin Galactic. The latter has just opened its Gateway to Space building at
Spaceport America in New Mexico, the company’s base for commercial space travel. You can get in
line for your $250,000 ticket now.
Some of the customers for space travel might be the wealthy Canadians who are said to be making a

“polite and orderly takeover” of Los Angeles. They include Garrett Camp, Uber creator, who ponied up
US$73 million for a 90210 property, and Daryl Katz, Edmonton Oilers owner and drug store magnate
(Rexall / Pharma Plus), who added the Aaron Spelling estate for US$120 million to his similarly priced
Malibu getaway. Not part of the tiny home trend.
They also could be potential buyers of the new Rezvani Tank X. No, this beast is not the latest military
vehicle; it is a commercially available SUV - bulletproof, Kevlar body, 1,000 horsepower, all the bells
and whistles – for a base price of US$355,000. Pocket change for some people apparently.
The Tank X presumably fits into the Large/Luxury SUV category where sales are expanding, along with
compact SUV’s and pickup trucks. Not expanding are sales of sedans, with both small and luxury
models down near 20% this year. No consumer worries about fuel prices here.
If you worry that you are no longer cool driving that sporty sedan, take pity on the minivan owner. That
category has been disappearing from view for years now, dropping from 18 models available in 2006 to
a measly five as market share has been cut by over half. Some people just don’t get it. (Ed. note: the
writer drives a minivan.)
Do you remember when you could hardly wait to get your driver’s licence? That’s not so much the
case for young drivers now as statistics show that only 80% of U.S. drivers age 20-24 have their
licence compared to 84% in 1994. Meanwhile, those with licences in the 70-74 age group have soared
from 70% to 91%. Is 70 the new 20?
Do you partake of food delivery services like Uber Eats and Grubhub? If so, you might be interested
to know that a survey of customers and drivers indicates that while 20% of customers suspect the
drivers of nibbling on their supper, 28% of drivers actually admit to it. A new motto for the service: We
taste test your food for quality assurance.
You might not remember Charles Ponzi but you probably know about his scheme. Back in 1920 Mr.
Ponzi was arrested for financial fraud. In short order he paid back his investors 150 cents on the dollar
but he did so using new investors’ money, an often lucrative arrangement ever since known as a Ponzi
scheme. Aka robbing Peter to pay Paul.
The stock market is not a Ponzi scheme. The anniversary celebrations for the moon landing remind us
of another significant date in the long forgotten past. It was 40 years ago this August when Business
Week magazine produced a cover story with this scary headline: The Death of Equities. The Dow
Jones Industrial Index stood at 875 at the time; it now sits in the 26,000 vicinity. Some death. The
moral: don’t believe everything you read.

Monthly Market Data & Commentary

A Dearth of Good News
The month of August didn’t have much to offer in the way of good news on the economic or political
fronts. Canada’s July jobs report showed net losses, while the ISM Purchasing Managers Index (PMI)
for the Manufacturing sector continued to lose ground in most global economies. A number of
economies around the world threaten to tip into technical recession territory (two consecutive quarters
of negative GDP growth), including Germany, the U.K. and Hong Kong. Brexit discussions took a turn
for the bizarre with the proroguing of Parliament. Trade concerns continued to light up the press, as
further threats and bullying escalated the rhetoric. That said, China’s export data showed a solid 3.3%
gain in July, defying expectations.
In the financial markets, the big news was the inversion of the yield curve in the U.S. While no crystal
ball, (having “predicted” ten of the last seven recessions), an inverted yield curve has been a useful
enough predecessor to economic downturns to grab investors’ attention (but hopefully not enough to
qualify as a self-fulfilling prophecy). Concerns around economic growth and the possibility of recession
were reflected in market returns with the safe-haven Gold stocks advancing 16% in the month. Bond
yields declined along the curve, with the torque of duration boosting the Universe Index to a 1.9% total
return in the month, 8.7% year-to-date. Preferred shares conversely, gave up ground in this
environment. The TSX Composite held in relatively well though, advancing 0.4% in the month, bringing
the year-to-date gain to an impressive 17.1%. Our monthly advance comfortably outshone most other
major world indices.
It was not all bad news though, as is usually the case. The trend to lower interest rates, which boosted
bond values, also provided a tailwind to yield-oriented stocks, and appears to have been helpful to the
real estate market as well, where we saw a 3.5% jump in national home sales in Canada in July. US
retail sales trends were also favourable, although many of the traditional brand-name department
stores continue to struggle against the rising tide of online shopping.

THE LEARNING CORNER
What is the future of Africa?
This is a question with many aspects that are far beyond the scope of this little newsletter section. As
such we have chosen to relate some recent population projections from the United Nations and the
Pew Research Center that we find both interesting and edifying. In the main, the statistics tell a story of
massive population growth to the end of this century, especially relative to much of the rest of the world
where growth will be dwindling.
Today, the only African country in the top ten of the world’s largest countries is Nigeria. By the end of
this century, the report projects that Africa will have five countries on this exclusive list, adding D.R.
Congo, Ethiopia, Tanzania and Egypt. Nigeria will add a whopping 530 million people and D.R. Congo
270 million, more than offsetting the expected losses of 370 million in China and the 50 million in
Japan. Further, It is projected that Africa will account for fully 50% of global births by 2100 while Asia’s

share drops to 36%, Europe is in decline and North America is expected to be flat.
Of course, 2100 is a long ways away and we know that long-term demographic projections are fraught
with error. Still, to the extent that the numbers are in the ballpark, growing population gives the
continent a big economic advantage according to the growth = population gains + productivity formula.
Many of us won’t be around to see it, but the numbers suggest there is at least a chance, even with
minimally enlightened leadership, that this could be Africa’s century.

CHARTING OUR TIMES
Longest Ever
At 124 months (as of September 2019) the U.S. economic expansion sets a new longevity record every
month, having exceeded the duration of every other expansion since the start of the last century. This
fact on its own has led to some speculation that a recession must be looming, or at the very least that

the odds of a recession are higher as a result.

There is a popular saying in the investment business, that “Cycles don’t die of old age”, meaning that
the simple fact of the cycle being aged doesn’t on its own mean it must soon end. Cycles typically end
when excesses become apparent in the economy and/or financial markets with Central Banks
responding by implementing restrictive monetary policies as a means of slowing their growth. Those
excesses are generally a function of capacity constraints as the expansion ages.
In the current cycle, growth overall has averaged well below the levels of previous recoveries, resulting
in the coining of the term, the Goldilocks Recovery – not too hot and not too cold. One consequence of
this phenomenon is that excesses have been less likely to occur in this cycle. That’s not to say that
they can’t arise in specific markets or corners of the economy, but overall its reasonable to assume that
weaker overall GDP growth over the course of this remarkable cycle could translate into a longer cycle.

THE BIG PICTURE
Recession Watch – 2019
With trade and tariff war issues hitting the press on a nearly daily basis, along with an inverted yield
curve driving talk of a potential recession, we would like to offer our perspective as well as
communicate an adjustment in our investment strategy.
While these aren’t the only concerns leading to speculation of a looming recession, they are the
primary drivers of those forecasts. Recently it’s been rare to have a full day go by without hearing some
incremental news on the trade front (if “tweets” can be considered news). While the occasional
conciliatory note has been struck, most of the yo-yoing has been in the negative direction, with
additional tariffs, counter tariffs and moral suasion (or bullying if you prefer) being applied on a regular
basis.
The Wall Street Journal’s survey of economists pegs growth in U.S. GDP at 1.8% in 2020. It’s safe to
assume that value already includes some not insignificant negative impact from trade related issues.

While 1.8% isn’t exactly a hearty level of growth, its well within the “not-too-hot, not-too-cold” range of
this long-lasting expansion. Other surveys have put the estimated annual GDP impact from trade and
trade-related issues at -0.6% per annum through 2020-21. However, no one really knows what the
correct number is, in part because it is a moving target, and in part because this is uncharted territory
for most economic forecasters and market commentators. As best as can be determined at this point,
the expected economic impact from trade issues is not of sufficient magnitude to induce a recession on
its own. This is consistent with the historical precedent which has seen trade and protectionist issues
exacerbate economic downturns, but generally not be the cause of them.
Interest rates, the bond market, and in particular the inversion of the yield curve, have been another
focal point of recent concerns. As background, a normal yield curve is upward sloping, meaning
interest rates on longer dated issues typically are higher than those on shorter maturities. This is a
reflection of investors need to receive a higher level of compensation to reflect the greater degree of
uncertainty associated with those longer time periods. An inverted yield curve can arise because of
rates rising on short term instruments at the front end of the yield curve, reflecting tightening of
monetary policy by the Central Bank. Or it can come about from declining interest rate levels on longer
term bonds as investors anticipate slowing economic growth. Typically, it is a combination of the two. In
the past an inverted yield curve arose in times of excesses, with the resulting inflation in consumer or
asset prices causing the Central Banks to raise interest rates, often triggering a financial crisis, which
then morphed into a widespread credit crunch, causing a recession. Think of the sub-prime mortgage
meltdown, the Russian debt and Long-Term Capital Management (LTCM) Crisis, or the US S&L crisis if
your memory goes back that far. While inverted yield curves don’t cause recessions, it does come
close to being the proverbial “crystal ball” of economic forecasting. But that’s not to say that it has a
perfect track record, with ten post-WWII inversions preceding seven actual recessions, “false positives”
are a real possibility. That said, investors ignore this signal at their peril.
The relevance of the signal though is as an indication of a tightening or more restrictive credit
environment. Central Banks want credit to become more constrained when they boost short-term
administered rates as they attempt to rein in those excesses. What is unusual with the current yield
curve inversion, particularly in the economy that matters most – the U.S. – is that it is occurring at a
time when the U.S. central bank, the Federal Reserve Board, is easing credit availability, as evidenced
by their recent reduction in the Fed Funds rate.
One rather important variable in this recession discussion that has received only modest press
attention is the venerable U.S. consumer. As the driver of roughly two-thirds of U.S GDP, the consumer
has a preeminent role to play in the economy. And it’s safe to say that the U.S. consumer is in pretty
darn good shape. With continued solid job growth trends, wages growing at rates in excess of inflation
and lower interest rates producing a wave of mortgage refinancing activity, it’s little surprise that
consumer discretionary spending as reflected in retail sales numbers has been trending up lately,
producing growth that matches its fastest pace since 2017. Enough so that the Atlanta Fed’s
“GDPnow” estimate for real GDP growth was recently increased – not an outcome one would expect if
we were heading into a recession. And this is taking place even as savings rates are increasing.

This is certainly not to say that all is rosy on the global growth front. We know that where there has
been weakness around the world, it has tended to be concentrated in the manufacturing sector,
particularly so in Europe. The connection to the uncertainty around trade policies is an easy leap to
make. However, the reality of the global economy is that manufacturing is becoming a smaller part of
GDP. For instance, in Europe, manufacturing makes up 25% of the economy while services contribute
73%. In Japan, the ratios are 21% and 69%, while in the US manufacturing accounts for just 11% of
GDP and in Canada it’s a paltry 10%. The substantially larger, and more stable, Service sector areas of
the economy like financial services, advertising, consulting, healthcare, etc. have shown resilience.
The bottom-line question is whether we will have a recession. The answer is Yes…. and No. The
nature of economic cycles hasn’t changed, being largely a reflection of basic human nature, and cycles
end in recessions. However, the pressing question is whether a recession is imminent and to that we
can provide a more definitive response – No. Underlying strength and stability from the consumer and
services sectors is expected to counter-balance uncertainties from the trade and manufacturing
components of the economy. It’s worth noting that the message from the bond market imbedded in the
inverted yield curve includes lower rates – always a stimulative influence even if the impact of reduced
interest rates at such historically low absolute levels may be less than in the past (vis-à-vis the dubious
influence of negative interest rates).
That said, we recognize that the risks have increased of late. The potential for policy errors – whether
they come from the monetary officials or the elected officials – has increased and the potential for more
disruption from those errors is also greater. While every day takes us into new record territory for the
duration of this economic expansion, we are fond of the saying that “Economic cycles don’t die of old
age”. Even so it doesn’t take a CFA designation to recognize that we are closer to the end than the
start of the cycle. With those variables and risks in mind, we are implementing an adjustment in our
discretionary investment strategy by moving towards the mid-point of client’s allowable equity exposure
range, after having maintained fruitfully higher levels of exposure throughout this expansion.

Student Financial Responsibility for Children and
Grandchildren in University

Financial responsibility is often a new concept to children and grandchildren going to college and
university and living on their own for the first time. With parents and grandparents supporting you,
learning to live within your means can be a challenge. The RaeLipksie Partnership has rounded up the
top five tips for children and grandchildren heading off to university here.

In The News
It’s becoming more popular
for parents to purchase
property in university towns
—and rent to their children.
Read more from
MoneySense on why
becoming your kid’s
landlord could save
thousands here.

Can this couple retire early
to stop and smell the
flowers?
Find out from Globe and
Mail here.

Around the Office

Heather Dewar wrapped up a week long ENDURrun, 160km. Yes, that’s how she spends her
‘vacation’! Congratulations, Heather!

On Friday, July 26, 2019 we lost a great friend and much admired colleague with the passing of Sarah
Ramon following a sudden and brief battle with cancer. Our condolences go out to Sarah’s family.
As a tribute to Sarah, we have set up a memorial fund in her name, with all proceeds
going to the benefit of Sarah’s children. If you would like to make a contribution to the Sarah Ramon
Memorial Fund, cheques can be made out to “In Trust for Sarah Ramon”, or cash may
be hand delivered to our office. You may also etransfer your donation to SarahRamonTrust@raelipskie.com. Although we can't offer taxdeductible receipts for donations, we can assure you that all proceeds will be used to provide
assistance to Sarah’s children.
Thank you for your kind understanding and support.

In Our Community
The Food Bank of Waterloo Region: VOLUNTEERS NEEDED! A few hours make a big impact at the
Food Bank. Learn about the different ways you can volunteer at the Food Bank here.
Kitchener-Waterloo Art Gallery: The fall programs at the Kitchener-Waterloo Art Gallery are in full
swing! Check out their exciting programs and events here.
YW Kitchener: The YW programs nurture the growth of women and young people in the community,
helping them build the confidence and self-esteem needed to be a changemaker. Learn about the
current programs here.

We Are
Ken Rae, CFA
Brian Lipskie, CFA
Rick Vandermey, CFA
Andréa Miljkovic, CFA
Derek Rae, CIM
David Brune, CFA
David Martin, CIM
Robin Stanton, CFA
David Paleczny
Taylor Echlin, F.C.S.I.
Alex Stoody, CFA
Jim Harper, FCPA, FCA
Sheila Yendt
The RaeLipskie Partnership provides discretionary fee-only portfolio management for high net worth individuals,
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20 Erb Street West, Suite 201
Waterloo, Ontario N2L 1T2
T 519 578 6849
F 519 578 7269
Toll Free 888 578 7542
1100 Burloak Drive, Suite 300
Burlington, Ontario L7L 6B2
T 905 336 8962
F 519 578 7269
Toll Free 888 578 7542

Copyright © The RaeLipskie Partnership, All rights reserved.
Our mailing address is:
The RaeLipskie Partnership
20 Erb St. West
Suite 201
Waterloo, Ontario N2L 1T2
Canada
Want to change how you receive these emails?
You can update your preferences or unsubscribe from this list

This email was sent to <<Email Address>>
why did I get this? unsubscribe from this list update subscription preferences
The RaeLipskie Partnership · 20 Erb St. West · Suite 201 · Waterloo, Ontario N2L 1T2 · Canada

