Hello,
It's hard to believe, but it's that time of the year again: back to school!
After months of anticipation, the provincial government finally announced that
schools will be reopening this fall with increased health and safety measures in
place. We understand that financially planning for a new school year can be
challenging – especially during a pandemic – so this month's blog offers tips for
parents and post-secondary students trying to navigate the 2020-21 school year.
See more details below.
There are also some exciting opportunities this month to play golf and donate to
some great causes! See more details below in the "In Our Community" section.
As the pandemic continues, The RaeLipskie Partnership is here for you. Please
don't hesitate to reach out to your portfolio manager if you need any financial
assistance.
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
Definitions matter. Take the word remotely, which we hear a lot these days when it
comes to the COVID work world. Employers find that many work-at-home
employees thrive when working remotely while others aren’t even remotely engaged.

The same word, two meanings, opposite productivity. We hasten to add that our
office has been quite productive in this COVID time.
Maybe some people are put off by more meetings via the Zoom. The Economist
magazine claims that since remote work started, the number of office meetings and
the number of attendees have both jumped by about 10%. Interestingly, though, the
average meeting time is now about 15% shorter. We’ll call that a draw on the
productivity question.
Another question that arises: Where do you want to live when you can work from
home anywhere? It seems that some are fleeing crowded urban centres for the
greener pastures and open spaces of the suburbs. At least that’s what falling innercity rental rates and rising suburban housing demand would appear to suggest. If so,
it will be interesting to see if those faraway pastures stay greener or if that reliable
old adage still works.
Wherever that home is it is unlikely a lot of time will be spent reading. A 60-year
SoberLook chart shows that evening reading peaked in the early 1980`s when 17%
of us declared it to be a favourite pastime. That number now sits at a lowly 6%, a
reflection of our shifting leisure habits. For better or worse, not a surprise.
Neither will it be a surprise to hear that we are not writing letters. The U.S. Postal
Service reports that first-class mail volumes have dropped by 50% over the past 15
years and actual personal letters now make up a small part of the total. The lure of
the quick message and instant feedback, regardless of the grammar and spelling
fails, clearly trumps the leisurely letter. A disappearing art.
Technology reigns supreme in the stock market as well. With markets at or near
record highs, even in these chaotic COVID times, it is largely thanks to technologyrelated stocks that are flying high. In the U.S., the big impact has come from a group
dubbed the Magnificent 5 which now makes up a whopping 26% of the S&amp;P
500 index. $2 trillion behemoth Apple heads the list, with Amazon, Microsoft,
Alphabet (Google) and Facebook falling in behind. Could this be the start of another
Roaring 20's?
The previous-high weight of this group stood at 18.5% in the 2000 tech heyday, but
it looked different then. The only company in both lists is Microsoft (big kudos to
Mister Softee) which was #1 20 years ago, with Cisco, GE, Intel and Exxon following
up. Yes, Exxon. How things change.

The value of sports teams might not have kept up with the market lately but most
owners have done well over the years. Forbes Magazine reports that the Dallas
Cowboys team that Jerry Jones paid $150 million for 30 years ago is now valued at
$5.5 billion, which ranks the Cowboys #1 globally. The NFL dominates the value list,
justifying the league’s ownership tenure averaging an impressive 39 years, about
double that of #2 Major League Baseball. Not surprising that there is a lengthy
waiting list to buy teams.
Did you know that Americans will soon have a foot cut off? No, not that foot, we are
talking about the measurement kind. The U.S. currently has two standards for the
foot, one for surveyors that dates to 1893 and one international standard for
everything else. The survey foot being cut off is not noticeably shorter (one inch over
8 miles), but having two feet is very confusing so the old one finally goes. We are so
lucky to be metricated in Canada. Right?
On this day in history … On June 15, 1215, King John signed the Magna Carta at
Runnymede. The signing took place under threat of civil war but this Great Charter
laid the foundation of today’s individual rights and freedoms enjoyed under AngloAmerican jurisprudence. Sadly, many leaders in many countries have never
recognized the great, enduring value of this historic document.

Monthly Market Data & Commentary
Economy Down – Markets Up.
With the release of the initial 2Q20 GDP estimates, we started to see the extent of
the impact of the Covid-related lockdowns. Taking the second quarter results at an
annualized rate, the U.S. economy witnessed a stunning 31.7% annualized rate of
decline. Canada experienced an even greater impact, as the lockdown measures
tended to be more widespread here – producing a-38.7% GDP contraction, again at
an annualized rate. The U.K. “outdid” both these samples with a 59.9% annualized
rate of GDP decline!
Equity markets, meanwhile, produced sharp gains in the month, with the tech-driven
U.S. market in particular advancing smartly, gaining 7.2% in August in US$ terms,
putting the year-to-date gain at just under 10%, and taking that broad market index
into new all-time high territory. What gives? Boiled down to the basics, economies
performed less poorly than expected. The Citigroup Economic Surprise Index
(CESI), which scores outcomes in economic data flow against the expectations for

those datapoints, is higher than its been in its history. That’s not to say that the
recent economic results are “good” so to speak, but it does indicate that they have
been sharply better than what was expected. For the U.S. market in particular, the
technology sector powered results, with the S&P500’s Info Tech group up 37% on a
year-to-date basis. Investors have been increasingly willing to pay up for
increasingly scarce growth, while the pandemic has tended to improve the outlook
for many companies in the sector – a favourable double whammy of earnings growth
and valuation boosts. While the Canadian market does not benefit from the same
degree of exposure to the tech sector, the tech we have has been equally hot this
year, with our Info Tech sector up a robust 45% year-to-date, lagging only the ratherless-tech-oriented Gold sector, up 47% year-to-date.

The Learning Corner
What just happened to the Dow Jones Index?
On August 31, The Dow Jones Industrial Index of 30 stocks deleted three
companies from its list and added three new ones in their place. The three
departures are old, familiar names: Exxon Mobil, Pfizer and Raytheon. One addition
is well known Honeywell, the software and industrial company replacing Raytheon,
while the others may be less familiar. Salesforce.com (replacing ExxonMobil) is a
cloud-based customer relationship software concern and Amgen (replacing Pfizer) is
a large biotechnology drug maker.
There are two notable aspects to this adjustment. First, such changes are relatively
rare so investors sit up and take notice when they occur. Second, the announced
impetus for this action is the 4 for 1 Apple stock split taking place at the same time
which reduces Apple’s weight (and overall technology exposure) in the index. Unlike
the S&P 500 Index where weights are based on market value, the Dow is a pricebased index meaning Apple’s split takes it from the biggest weight in the Dow to
Number 17. The changes will help to maintain the Dow’s technology exposure while
providing improved diversification.
We should mention one other factor. It would seem reasonable to expect that
inclusion in such a venerable index would positively impact the share prices of the

companies added. And it usually does, at least following the announcement. It is
interesting to note, though, that in the year following such adjustments the shares of
the companies deleted have done better on average (or less worse) than the ones
added. Just goes to show you can’t take anything for granted in this business.

Charting Our Times
Money, Money Everywhere, and Not a Drop to Borrow

Like the Ancient Mariner who found himself surrounded by salt water that he could
not drink, today’s businesses find themselves surrounded by liquidity that they
cannot always access.
The U.S. Federal Reserve conducts a regular quarterly survey (this latest one in
August) of over a hundred banks to gauge changes in those bank’s standards and
terms of lending. Like the proverbial umbrella that is offered while the sun is shining
and then snatched back as the rainclouds approach, bank loan officers are following
their traditional “script” of tightening their lending standards just as their corporate
clients find themselves needing liquidity to weather the Covid storm. Such was the
case in the 2008, 2001-2002 and 1990 recessions. Particularly for smaller and midsize entities, bank credit is a lifeblood of their operations, financing working capital
and other short-term cash flow needs.
That said, there are a couple of fundamental differences this time around as it
relates to business credit. The biggest is the availability of various government
support programs (in Canada, led by the CEBA – Canada Emergency Business
Account interest-free loans), which have been particularly helpful to smaller
businesses. The second difference is the state of the bond market, in particular,
interest rates. With rates at record low levels, larger corporations have been eagerly
availing themselves of access to capital via bond issuance. Of course, for the small
and mid-size business that is not an option.
For contrarians in the audience, the fact that fully 70% of respondents indicated
tightening lending standards – as high as in two of the three previous recessions could well be taken as sign that this indicator will only improve going forward.

The Big Picture

In analyzing why the market has experienced such a tremendous rally from its
March 23 lows in spite of the hit the economy has taken due to Covid-19, it is
instructive to dispel what we believe to be a common myth: that the market rally has
everything to do with the Fed & Congress in the United States throwing
unprecedented amounts of both fiscal and monetary stimulus to reignite growth.
While we won’t deny that the immediacy and sheer magnitude of the stimulus did at
the very least shore up confidence in the economy, to believe that the market rally is
solely the responsibility of the stimulus ignores the reality of the situation. Firstly,
most of the Fed’s programs were bailouts in the form of lending to struggling
businesses or simply acting as the buyer of last resort for corporate bonds. While
quantitative easing (QE) has largely been pointed to as stimulus, the reality of QE as
seen in the last recession, was to flatten the yield curve which discouraged bank
lending (see Charting Our Times section). The data during the last bull pointed to QE
weighing on both loan and money supply growth.
If fiscal and monetary stimulus can’t entirely account for the rally, how can a market
be so detached from the fundamentals of the economy namely the drop in GDP? We
believe the answer lies in seeing markets for what they are: leading economic
indicators rather than coincident indicators. The first leg of a bull market often seems
so out of touch with reality because it immediately follows the most panicky part of a
bear market. Just like the market turned up in March of 2009 (long before the
recession was declared over), we believe this time it also precedes any significant
economic recovery showing up in the data.
The reason stocks have experienced significant recoveries has little to do with the
Fed in our opinion. It has everything to do with what society will look like in 2021,
2022, 2023 etc when the economy has moved on from Covid whether it be due to a
vaccine, the virus losing its potency, or human behavior displaying a resiliency to
adapt.
Always remember that fears are ever present but widely known fears are unlikely to
impact markets. Instead they dampen sentiment and reduce expectations – lowering
the bar reality must clear to positively surprise. This is why bull markets are said to
climb a wall of worry.

Back-To-School Financial Tips for Parents and PostSecondary Students During COVID-19

Last month, The Government of Ontario announced that elementary and secondary
schools will reopen this fall with increased health and safety measures in place.
Remote learning will be offered as in-person attendance will be optional for all
students. Ontario’s post-secondary institutions will also be reopening with in-class,
virtual, and hybrid learning options available.
However, in the wake of COVID-19, financial planning for the upcoming school
year will be different. Regardless of the type of learning, returning to school during
a pandemic requires even more in-depth financial planning than usual.
Our team put together the best financial advice for parents and post-secondary
students trying to navigate the approaching 2020-21 school year.
Read the full blog here.

In The News
Post-secondary
schooling is expensive –
even without a

pandemic. Money
Sense put together a
financial aid guide for
university and college
students in Canada
here.

Financial literacy is one
of the best skills for
young adults to have.
The Globe and Mail
shares the challenges of
introducing financial
literacy in Ontario
schools here.

Around the Office

It’s that time of year again, back to school time! To get into that “back to school”
spirit, we took a scholarly minute to ask some of our lovely staff at Rae & Lipskie
what their recommended books are. Here are some of our staff picks. Happy
September, and to all heading back to school, have a great school year!

In Our Community
KW Habilitation:

Annual Golf Tournament
The 19th Annual Golf Tournament will be taking place on September 18, 2020. This
fun day includes 18 holes of golf, carts, a silent auction, and prizes! Registration and
sponsorship information can be found here.
St. Mary's General Hospital Foundation:
Annual Hike for Heart
The Annual Hike for Heart will be taking place on September 13, 2020. Join
survivors, families and St. Mary's caregivers in a safe reunion to celebrate recovery!
Registration information can be found here.
St. Mary's Doubles Open
Taking place on Tuesday, September 22, The St. Mary’s Doubles Open invites
twosomes to participate in an outstanding day on the course in support of the
Cardiac Care Centre at St. Mary's General Hospital. Registration information can be
found here.
Big Brothers Big Sisters Waterloo Region
JDG Swing Big Golf Classic
The JDG Swing Big Golf Classic is back! Join for a fantastic day of golf at
Conestoga Golf & Conference Centre on Saturday, September 26. Featuring a full
18 holes, golf cart and the chance to be a part of a great cause! Registration and
sponsorship information can be found here.
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