Hello,
The holiday season is finally here! It's hard to believe this is our final newsletter of
2020, but we look forward to the new year!
As the COVID-19 pandemic continues, we'd just like to send another reminder that
The RaeLipskie Partnership is here for you. Please do not hesitate to reach out if
you have any questions or need any financial assistance heading into the new year.
We hope you have a safe and warm holiday with your loved ones and we look
forward to connecting with you in 2021!
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
As the COVID-19 virus progressed following its broad recognition back in March,
many developments were unsurprising, at least in retrospect: the plunge in
economic activity, the one-month 37% rout in Canadian stocks, the general chaos
that ensued and, of course, the fear. It turns out, though, that many other impacts
were very much unforeseen; indeed, some could be termed astonishing. This notion
leads us to ask the question: Who knew…?
… that economies would turn around so fast? Canadian and U.S. retail sales fell
substantially more in three months than in the Great Recession but, led by building

materials, electronics and autos, soared back to pre-COVID levels by November.
The late Mr. Trump’s V-shaped recovery.
… that governments would open the money floodgates, aided and abetted by central
banks? It is pretty much a given that once governments shut down economies, they
must flood the system with support funds and it is these dollars that helped to
produce point #1 above. Don’t worry, those indebted chickens will only come home
to roost some other day.
… that stock markets would rocket higher? Led by technology, homebuilding-related
and online retail stocks, markets around the world bounced back with a vengeance.
The U.S. reached record levels and Canada is now positive for the year, up 55%
from the March low. Amazing, but not so surprising in retrospect given the vast
liquidity injected into the system noted above; it has to go somewhere. And given
how that same liquidity has kept interest rates so miserably low for bond investors,
don’t forget TINA: There Is No Alternative.
… that WFH (Work From Home) would become such a thing? For those who are
able, technology has made the transition from office to home relatively seamless for
many. However, as all those Zoom and Teams meetings get interspersed with kids’
math lessons, bread baking and diaper changes (and maybe the odd essential trip to
the golf course), an unanswered question remains: What about productivity?
… that the WFH phenomenon would have such big housing impacts? These include
the need for more family space; the resultant home buying and renovations that
have boosted retail spending and house prices; and the physical moves that have
cut rents in urban condo markets and pushed both rents and house prices higher in
nearby areas. Plus the ‘everybody wants a cottage’ phenomenon. In other words,
where would you live if you didn’t need to live here?
… that so many technologically challenged souls would embrace the Zoom? This
falls into the category of you do what you have to. If you can’t see your family, you
arrange an electronic hug. If your social group can’t meet, you gossip online. If your
charitable committee needs you, you Zoom… and watch the price of the stock, well,
zoom.
… that effective COVID-19 vaccines could be produced so fast? We are believers in
the world altering potential of technology, but the development of vaccines in months
rather than pharma’s normal multi-years’ timeline is truly awe inspiring. It turns out
that Operation Warp Speed is the mother of invention. Late in Canada, you say?

Pity. Still, give your local scientist a hug (after you get the vaccine).
… that so many shortages would develop? Everything from 2 by 4’s to flour to used
cars (prices up about 10%) to over-reported paper products to freezers to swimming
pools and beyond. That beyond certainly includes puppies as the Google search
term ‘buy a puppy’ doubled from the norm and available dogs became scarce. We
hope the post-pandemic separation anxiety isn’t too messy.
… that in a deadly pandemic year the U.S. election would be so close? Not the
pollsters. How close was it? Since the overall popular vote doesn’t matter, a switch
of only 44,000 votes in total in Arizona, Wisconsin and Georgia would have tied up
the all-important Electoral College, sending the final verdict to Congress and quite
possibly to President Trump. A close call for President-elect Biden.
… that the federal government would advertise a job opening for a Storyteller in the
Privy Council? This is true, we swear. It was posted in October and carried a
$90,000 salary. What is a government Storyteller? According to the ad, it is
someone who can draft “…messages that tell a story about what the government is
doing…”. Hmmm. Probably working on the vaccine story right now.

Monthly Market Data & Commentary
The Month of November Was A Pretty Good Year
Equity markets shook off the previous month’s hesitancy around burgeoning “second
waves” to roar to new record heights, with the TSX Composite Index advancing
10.6% in the month – a return that would typically be considered a pretty good return
for a full year. The announcement of three vaccines that are effective against the
virus drove a risk-on mood in markets and added fuel to the post-US election rally,
eclipsing worries about the near-term economic outlook. Equity markets cheered the
light at the end of the tunnel when over three successive Mondays in the month,
markets were greeted by announcements that the Pfizer/BioNTech, Moderna and
AstraZeneca/Oxford vaccines had been shown to be effective in reducing
symptomatic cases of Covid-19. With the first hurdles of efficacy and safety
seemingly passed by all three, attention now turns to how quickly these vaccines
can be approved, manufactured, distributed and administered on a mass scale.
The “risk-on” mood was evident in the sharp reversal of leadership in the market,
with the previous laggards becoming November’s leaders as visibility to a return to

normalcy became more evident. Extreme examples included a 33% one-month gain
in the previously lagging Energy group in November, contrasted with an 11% decline
in the previously leading Gold sector.
Economic data in Canada starkly highlighted the “V-Shaped” nature of this recession
and recovery, at least to date – after recording a 38.1% decline in GDP in 2Q20, the
third quarter saw a 40.5% gain in GDP (both at annualized rates), taking overall
economic output back to 95% of its pre-pandemic levels. But the path to full recovery
may still be bumpy over the coming quarters as governments grapple to control the
virus, particularly as seasonal factors make this more difficult through the winter. In
Europe, significant restrictions to curb the spread of the virus look to have been
effective, with new infections now falling sharply from their latest peak. In the US, the
situation has continued to escalate, while in Canada we are facing increased
restrictions to curb the spread. For now, markets seem inclined to digest near-term
economic developments in the context of better times on the horizon, just as they did
this month.
After initially fretting over the possibility of a Democratic President following the
contentious U.S. election, and then starting to welcome the possibility as markets
looked to larger pandemic support programs, investors in the end seemed to get the
best of all outcomes from the election – political gridlock, in the form of a split White
House/Senate, a scenario that historically has been associated with favourable
markets as significant policy shifts tend to be stymied in that environment.

The Learning Corner
What are perovskites?
This word might not trip off your tongue with any degree of familiarity, but perovskites
have been called revolutionary for the solar power industry. First encountered in
1839, they are a family of crystals that have laid low until recently when scientists
from Oxford PV, an Oxford University spin-off, made an important discovery. They
found that coating silicone solar cells with perovskite increased the electricity
conversion rate significantly because it absorbed sunlight from a wider range of

wavelengths. This means that each cell produces more electricity from the same
amount of sunlight.
Solar cells, dating back to the 1950’s, have continually improved in cost and
efficiency, but they are averaging conversion rates only in the 15% vicinity and have
pretty much peaked out around 22%. The first cells produced by Oxford PV provided
a conversion rate of 28% and the company, along with others in the burgeoning
business, confidently predict future improvements to 40% and beyond. Importantly,
this is not a far-in-the-future possibility but a near-term reality as Oxford PV will be
producing perovskite-coated cells in a dedicated German factory in the first half of
2021.
Equally important, perovskites have other big advantages besides efficiency. They
are much cheaper to produce and operate, readily available and easy to apply. The
latter point is significant because they can be sprayed on to large surfaces, including
bendy ones, so they are very flexible. A Polish company, Saule Technologies, is
making perovskite cells in a Warsaw factory and will soon supply a Swedish
developer with cells to attach to commercial building facades. Ain’t science grand?

Charting Our Times

A Very Different Kind of Recession

There have been many unique aspects to the “Great Covid Crisis” recession of 2020
– in fact, it might be fair to say that there have been more aspects that have been
different from the “typical” recession than in common with it. The cause of the
recession (the Covid-19 pandemic), the response from governments (full economic
lock-downs and unprecedented support programs), the impact on the work
environment (“Work-From-Home”, online shopping boom) and the potential solution
to the crisis (effective vaccines) are some of the unique aspects that come to mind.
The impact on the all-important consumer and their finances is one of the more
unique aspects of this recession. We all know that consumer spending accounts for
roughly 75% of GDP in most developed economies. The Great Covid Crisis has had
an unfortunately disproportionate impact on lower income households, given the
preponderance of lower wage jobs in some of the hardest hit sectors.
However, in aggregate, it could be argued that the consumer is in better shape

through this recession than would usually be the case, as illustrated in the three
charts above. Unlike the usual decline in Personal Income, this cycle has witnessed
a sharp increase in aggregate income (Chart 1). We carefully use the word
“aggregate” here as it includes the total of wages & salaries, along with government
transfers through support programs. That is not to say that actual spending
(consumption) as illustrated in Chart 2 hasn’t taken a hit. However, in this cycle that
is as much a function of consumers having nowhere to go (literally) to spend these
funds. Chart 3 completes the equation whereby Higher Income – Lower Spending =
Higher Savings. Much of the incremental transfers through support programs has
ended up in savings, which could be considered “dry powder” for future consumption
and investment.

The Big Picture
As we begin to prepare for what promises to be a unique holiday season, we thought
it would be interesting to revisit the last three months to illustrate a critical tenet of
investing.
Think back to early September, a time when the TSX had recovered much of what
had been wiped out during the February-March bear market and the S&P500 was at
its prior all-time high. Many headlines said that the summer rally was a fluke – stocks
had risen too far too fast and were destined to fall after COVID’s second wave
triggered renewed lockdowns. A nasty election south of the border would inevitably
deal the market a secondary blow. And for a time, it looked like these headlines were
right. During September and October, markets endured two pullbacks of nearly 10%.
COVID did indeed flare up again, putting the trajectory of the recovery into questions
as countries and cities added new restrictions. As the U.S. election approached,
sentiment was grim. However, through it all, the market continued to rise.
This is an important lesson for investors: Negative headlines and bad news are not
necessarily bad for stocks. What matters most is whether the bad news is a surprise.
Back in February, the market was just beginning to understand the magnitude of
what COVID would mean for the economy. There was tremendous uncertainty on
the impact it would have. There was equal uncertainty on the response and how
quickly society would be able to adapt. The early lockdowns were a shock – a
massive one at that. What followed was the fastest bear market in history. The bear
market that occurred during February and March of this year is an example of when
bad news is a surprise.

However, that earlier surprise also prepared the world for a potential repeat. And by
the time October rolled around, markets had a better understanding on how society
would adapt to renewed lockdowns, as well as the actions Governments and Central
Banks would take to ease the burden. Markets had been trading for months with the
knowledge that there could be a second wave and prices likely reflected that
knowledge. That allowed for markets to rise 10% in November alone.
Being disciplined in investing is hard. As we are fond of saying, there is always bad
news out there and always reasons not to invest. However, those requiring equitylike returns to achieve their goals are required to take on equity-like risk. This means
investing in stocks and investing in stocks always involves accepting volatility.
However, for those who are able to tolerate some short term volatility, their prize is
usually superior long term returns.

A Year in Review at RaeLipskie

What a year 2020 has been for The RaeLipskie Partnership! From our professional
and personal victories to experiencing a global health pandemic, 2020 has been a
year like no other.

As we approach 2021, our team reflects on the year's charitable giving, employee
achievements, and how the stock market has been impacted by COVID-19 and the
US presidential election.
Read the full blog here.

In The News
Spend smart this holiday
season!
Money Sense shares
money saving tips so
you can be
festive without going into
debt here.

Want to become a better
investor?
The Motley Fool shares
5 lessons to make you a
better investor from
investing wizard Warren
Buffett here.

Around the Office

We can hardly believe how fast October and November went by and now we are
already into the holiday season! This holiday season may look a little different due to
the environment we are in, however, we can still decorate, bake cookies, and
embrace our holiday spirit. From our family to yours, we wish you the happiest and
safest holiday season. We look forward to seeing you in 2021.
–Your RaeLipskie Team.

In Our Community
The Food Bank of Waterloo Region: This holiday season, consider donating to help
provide healthy meals to families in need in the Waterloo Region. Donate here.
Big Brothers Big Sisters of Waterloo Region: One of the best gifts you can give this
holiday season is hope for youth in need. A donation to Big Brothers Big Sisters of
Waterloo Region will ensure more kids get the support they need to achieve their
dreams. Donate here.
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