Hello,
It's hard to believe that we are almost halfway through 2020 and summer is just around
the corner! As the weather gets warmer and the COVID-19 quarantine continues, we
hope you are able to spend some time in the sunshine.
A reminder that as we enter another month of this unprecedented season, The
RaeLipskie Partnership is here for you. If you have any questions or need any financial
support, please contact your portfolio manager.
Also, if you are able, we strongly encourage you to donate to the Black Lives Matter
Waterloo Region - Community Solidarity Fund. Funds raised will provide support to
ongoing under-resourced Black-led student, youth focused anti-racist initiatives, and
Black-led community care initiatives in the Waterloo Region. The most recent deaths
represent a series of injustices that further the prejudice and systemic racism that exists
in our world. At The RaeLipskie Partnership, we stand with our Black community
members and recognize that making change is a shared responsibility and we
must all do our part.
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

Mea culpa. In our March newsletter we went on at some length about how much of the
world has enjoyed many life improvements over the past few decades, including the
year 2019. That’s where we should have stopped. Instead, in the absence of full COVID
awareness, we confidently looked forward to an even better year for the world in 2020.
Oops.
We could have also included the news (but didn`t because that would have been
tempting fate) that the 2010`s were the first decade in U.S. history that did not include a
recession. And now here we are, jinxed. Apparently even just thinking about good
news can tempt the fates towards bad.
Groundhog Day. You have probably heard (and felt) this term ad nauseum as you have
gone about your repetitive COVID routine over the past endless weeks, day after day
after day. If you feel like you are stuck on repeat, you aren`t alone. We hope you
haven`t suffered from the virus (statistics say 99.7% of Canadians haven't), but that
doesn`t mean you aren`t suffering… from virus fatigue. Some days it feels like the 54th
of Martober.
There's a new word for you. Other words and terms have been overworked lately,
such as flattening the curve, asymptomatic, sourdough and corona (fear the beer). We
fret over social distancing, a blatant misnomer since there's nothing social about it.
There's even unprecedented Google searching for the word unprecedented. And a
term we will certainly hear more in the future: unintended consequences.
Netflix is probably in that overworked category, too, as isolators while away spare time.
If you are sport-minded at all you might be interested in a Morning Consult survey
showing favourite sports movies of all time. Our Field of Dreams choice is inexplicably
down the list… but maybe next year, as Leaf fans regularly lament. Karate Kid comes in
at #1, followed by Rocky and Caddyshack. To each their own we guess.
COVID-19 is fertile ground for conspiracy theorists. We don’t include in this group the
50% of people who believe the government is withholding important COVID-19
information; that is probably true. No, these skeptics resemble more the 9% who claim
the government controls the population with chemicals. In this case, they call foul
because they don’t know anyone who has the virus and don’t know anyone who knows
anyone who has the virus. Come to think of it…
A YouGov survey asked respondents from various age categories what they were most

looking forward to when lockdown restrictions eventually end. Most response rates
were fairly similar across age groups, with baby boomers in particular anticipating family
visits, restaurant meals, personal shopping and beauty services. The least anticipated
activity, surprisingly, was a return to party time. Maybe those millennials really are
maturing.
Now for a change of pace. Whatever happened to John Furner? You might not
recognize this name but in 1993 Mr. Furner was a young man of 18 working for Walmart
in Arkansas as an hourly paid store associate. He stayed with the company, rose
through the ranks and recently was named President and CEO of Walmart U.S. where
he oversees 4,700 stores and more than one million of those same store associates.
Looks like the sky is the limit at Walmart.
The sky certainly opened up for the U.S. space program with the successful launch of
Dragon 2 on May 30th. An effective collaboration between NASA and (mostly) Elon
Musk's SpaceX, this first manned flight from U.S. territory since 2011 included a
remarkable recovery for re-use of the rocket and is another major step in the exploration
of space. A good news story in a bad news world.
On this day in history… One of the many side effects of the pandemic, and sadly so,
was the loss of what would have been great gatherings of people commemorating the
75th anniversary of liberation and Victory in Europe in May, 1945. This loss is especially
poignant as the veterans of that war diminish in numbers, although certainly not in the
hearts of those who value their bravery. To make pandemic comparisons to such a war
seems to give too much credit to the virus and too little to the estimated 80 million who
perished in that terrible conflict. Memorialized or not, the world remembers.

Monthly Market Data & Commentary
Not Just Treading Water
After a gangbuster month of April, markets in May managed to add to those gains, with
the TSX Composite Index advancing a healthy 2.8% in the month and the S&P500
recording a 4.5% gain. Sector performance illustrated a continuation of the “risk-on”
attitude, with the economically sensitive Consumer Discretionary group, for example,
recording an 8.1% gain in the month. The Info Tech sector paced the market with a

sector-leading advance of 14.6%, led yet again by Shopify. A major focus for the
Canadian market in May was the latest quarterly reporting cycle for the Big6 Banks.
Investors appeared to be looking for a cautious approach to loan losses from bank
management, as the banks with the largest provisions for loan losses tended to also be
the ones with the best stock performance late in the month. That said, concerns
certainly remain as loan deferrals (some representing interest-only deferrals, other
being full repayment deferrals) reached 11% of the Big6 banks loan books, or $300
billion in loan value.
We started to see some of the broader economic impacts of the COVID-19 Crisis, with
Canada reporting an overall GDP decline of 8.2% in the first quarter. This compared to
-5.0% in the U.S., and -14.2% in the Eurozone area, for example, as consumer
spending recorded its worst declines on record due to the lock-down requirements. With
the lockdown impacting just two weeks of March in the first quarter, but all of April in Q2,
an even worse outcome for 2Q20 GDP seems to be in the cards. Markets were willing
to look “over the valley” though as the first tentative, and sometimes stumbling steps
towards a re-opening of economies took place. Widespread protests and civil unrest
over the killing of George Floyd in Minneapolis late in the month added a new element
of uncertainty to the outlook.

THE LEARNING CORNER
Who were the Luddites?
One of the unknown side effects of the pandemic is the extent to which it will foster
further and faster technological advancement. As COVID-19 dislocations impinge on all
aspects of economic activity, it could reasonably be postulated that machines, subject

only to manageable electronic viruses, will increasingly step in to fill the voids created.
In fact, a recent study from Capital Economics does just that, predicting that
productivity, as measured by output per worker, will expand in North America from the
1% growth rates experienced in the 2010’s to about 1.5% this decade and further to 2%
in the 2030’s. All economists would not agree with this forecast, of course, but virtually
all would consider it very good news for economic growth.
This is where the Luddites come in on the other side. The name originated in the late
1700’s from a (probable) fictitious character Ned Ludd who served as a beacon for
English mill workers who opposed mechanization. That name is still attached today to
people who oppose technological progress due to predicted job losses.
But history has never borne out that fear. An appropriate example for this piece would
be back in Ned Ludd’s time when English textile mills were being mechanized and in
1812 workers smashed and burned a mill in Nottingham in frustration and anger. Their
worst fears were never realized as England’s job creation in the following decades was
the envy of nations around the world, even as mechanization accelerated. Maybe, just
maybe, technology will be one of the silver linings in the COVID cloud.

CHARTING OUR TIMES
Recently Shopify (ticker: SHOP) achieved the distinction of being the largest publicly
traded company in Canada, as measured by its stock market value, surpassing
perennial leader Royal Bank of Canada (RY). Kudos to the Ottawa-based technology
company that came to market just a little over five years ago.

This achievement, however, puts the stock directly in the crosshairs of the “Canadian
Market Curse.” Having achieved the distinction of that #1 ranking, it now must avoid the
fate that previous recipients of this “award” have faced. In 2015, Valeant
Pharmaceuticals (now Bausch Health) surpassed Royal Bank – that stock has since
declined by 92%. Before that, Blackberry, then called Research in Motion (and beloved
by many investors in our area) surpassed RY in 2007 – Blackberry’s stock is now down
95% since that peak valuation. And of course, the grand-daddy of them all, Nortel
Networks, which at its peak accounted for a stunning 35% of the value of the entire
Canadian stock market, doesn’t require a calculator to figure out its subsequent slide,
having disappeared into the ignominy of outright bankruptcy.
Is Shopify a terrific company? Absolutely. (my daughter works there, so that must be the
case!). Does it have a brilliant future? Absolutely. Is it well-managed with a clear path to
future growth? Absolutely. Did those accolades apply to the previous winners of the
“award”? Absolutely! Each of those companies achieved impressive growth rates which
produced heightened expectations along with extreme valuation levels. When those
expectations subsequently were not met, the valuation parameters plummeted, taking
the stocks down with them. We wish the Shopify all the best of success and growth but
would remind investors to... beware the “Canadian Market Curse!”

THE BIG PICTURE
To those looking for “the big picture” to provide answers on when the economy will reopen, the likelihood of a “second wave,” and/or the trajectory of infection rates, we
unfortunately must leave you bereft. Instead, we will leave those questions to the
epidemiologists among us. When it comes to investing, there is much that we don’t
know in the best of times. Introduce a global virus into the equation with uncertainty
surrounding its reproductive rate, its ability to mutate, etc. and one is left with little but a
sea of questions.
It is true that the future is not ours to know. With that said, we have an unshakable faith
in people. Humanity’s adaptability, ingenuity, and desire for a better life has driven
markets for centuries and suffice to say, we do not believe this time is different. COVID19 is an undeniable tragedy but it is not one that changes our belief in humanity. And
when it comes to investing, if you drill the subject matter down to its core, what you are
really doing is investing in people.
While we know that past performance is not a guarantee of future results, we remain
confident that if we can control what we can, our clients will be able to achieve the goals
they have set out for themselves. Which brings us to the question: what we can control?
Obviously we cannot control the stock prices or the past few months would have been
dramatically different. However, while we can’t control the stock prices, we can control
the quality of the companies our clients are invested in. Many, if not all of these
companies been around for several decades, if not centuries. They have been tested
throughout several previous recessions and have participated in each of the eventual
recoveries. These companies are well capitalized and by and large necessary to the
functioning of at least the North American – if not the global – economy.
We contend that continuing to invest in these types of companies will bear fruit over the
long haul as they have a strong likelihood of first of all surviving this event and second
of all participating in its eventual recovery. Trying to “time” stocks has no statistical
evidence of success and waiting for stocks to “bottom” usually means missing out on a
significant portion of potential returns as the largest returns tend to occur
disproportionately early in a recovery.
To navigate markets at this juncture, it is vital to mentally separate the disease,
containment efforts’ economic impact, and stocks. The three are unlikely to move in

lockstep in our view, with stocks likely to improve well before the other two. This crisis
too shall pass and better days are ahead. One thing COVID-19 can’t stop is humanity’s
continued desire to improve its quality of life.

Financial Tips for Young Professionals During Uncertain
Times

Financial planning has never been an easy task – especially for young professionals
beginning their careers. As the COVID-19 pandemic continues to impact the market,
planning for a financially stable future poses even more of a challenge.
For many young professionals, this is the first time experiencing a global financial crisis
– and unfortunately, they don’t teach you how to prepare for this in school.
In light of this difficult time, our team put together a list of the best financial advice for
young professionals dealing with uncertain markets.
Read the full blog here.

In The News
MoneySense shares
three ways the COVID19 pandemic could
change the way we think
about retirement in
Canada here.

Unfortunately, criminals
are taking advantage of
the COVID-19 situation
with a host of scams –
including charity scams.
Learn how to prevent
yourself from falling
victim of these four
common scams here.

Around the Office

As we progress into the Spring season, we welcome growth, change, and warm
weather with open arms. Flowers that lay dormant in winter suddenly bloom into
gorgeous pops of colour, trees become green with life, and the sun becomes warmer on

our backs.
Much like Spring, we also welcome new life in our office. Please join us with extending
our congratulations and best wishes to Olivia Gwynne who welcomed her first child,
seen in picture, and Rebecca Jackson who welcomed her second child.

In Our Community
St. Mary's General Hospital Foundation: The COVID-19 crisis has created a difficult
reality for the hardworking frontline staff committed to providing lifesaving care for those
in need. If you are able, please consider donating to support the purchase of necessary
equipment here.
Big Brothers Big Sisters of Waterloo Region: VOLUNTEERS NEEDED! There are over
300 children waiting to be matched with a mentor who can support them, teach them,
and guide them. Learn more about becoming a mentor here.
Kitchener Waterloo Community Foundation: The KWCF has established the COVID-19
Charitable Recovery Fund to provide assistance to organizations as they work to
recover and rebuild from the pandemic. If you are able, please consider donating here.
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