Good Morning,
The holiday season is finally here!
With 2021 coming to a close, we want to wish you a wonderful holiday
season and hope that you enjoy the time with family and friends. We look
forward to connecting with you in 2022!
If you have any questions or need any financial assistance heading into
the new year, contact your Portfolio Manager today to book an
appointment.
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
In a year of strong stock markets, Bank of America research shows the
extraordinary long-term strength of the U.S. market versus the rest of the
world. Since 1950, the U.S. has beaten the rest of us by 2.5 times,
overcoming a 22-year period of weakness ending in 1988. Amazingly, the
period since 2009 has equaled the entire gain, thank you technology
stocks. How the mighty have risen.

Technology is also the likely cause for the remarkable increase in the use
of positive words in scientific abstracts. Research shows such words
include unprecedented, groundbreaking, promising and innovative. Nice to
hear some optimism from the scientific world.
Apple has certainly been a big contributor to this tech growth. From close
to zero in 2000, the company has grown to a massive $275 billion of
revenues with the iPhone making up about 55% of the total today and
related services near 20%. A real juggernaut that could be described at
various times by all those positive words.
Apple fans love their iPhones and they seem ubiquitous. But did you know
that Apple is a pipsqueak in global mobile terms with ‘only’ 30% of the
market compared to Android’s 70%? Google wins again. This point brings
back memories of BlackBerry phones and their once dominant position in
the mobile market. Oh, what might have been.
Android and Apple (and BlackBerry) play significant roles in the
electronification of cars, now referred to as computers on wheels. This
description acknowledges the presence of 1,400 semiconductors on the
average new car controlling functions from power to safety to
communications. Maybe someday soon those electronics will even be
available again.
Global research and development have been responsible for such giant
strides, but Canada has fallen behind. In 1991 our R&D spending relative
to GDP was #15 in the world (Japan and the U.S. were 1 and 2). Despite
all the talk about the great need for an innovative economy, our 2020 rank
fell to #24, far behind Israel and South Korea at the top. Another case of
action speaks louder than words.
There is a lot of talk in Canada about high-speed rail service, but all the
high-speed trains are in other parts of the world. These include trains in
Europe and Asia that have for many years traveled at 350 – 400 km per
hour and a magnetic levitation (maglev) train being developed in Japan
that has broken speed records at 600 kph and will move people at 500
kph. In Canadian terms, this would get you from Toronto to Montreal in
about an hour. Dream on.
This might not be a fair comparison but the recently introduced and
proudly promoted train service from London to Toronto takes commuters
just about four hours. Provided by the obviously misnomered GO Transit, it

speeds along at an average of less than 50 kph for the trip. We have a
long way to go.
Falcon flying times are much more impressive. A GPS-monitored falcon
flew from South Africa to Finland, a distance of 10,000 kilometers, in 42
days. This is an average of 240 kilometers per day, a pretty amazing
accomplishment. There is no word on why the bird wanted to go to
Finland.
The Wall Street Journal reports that there is less movement these days
among the 25 to 34-year age group as more and more of them are
camping out with their parents. The research shows that in 1975 the
number stood at about 8% but by last year fully 18% had rebounded
home. Can’t you just feel the love?
A Civic Science study claims that this same age group are relatively
unhappy at work. Apparently 43% of that demographic are in the
dissatisfied category compared to only 20% for the rest of us. Interesting
connection between living with parents and miserable at work.
Coincidence? We wonder.
Finally, you might have heard that Krispy Kreme has gone public again
after a hiatus as a private company. On the first day of trading the stock
jumped 24% from the issue price. Another unexplained connection: That
24% is the same number in pounds that a person would gain after a year
of eating an extra Glazed Cruller a day. Mysteries abound.

Monthly Market Data & Commentary
Omicron
Investors almost escaped November with another month of market gains
in this banner year but had their wings clipped in the final trading days as
the most recent COVID-19 variant – Omicron – filled headlines. Like other
variants, the trouble with Omicron is we don’t have a lot of information yet
and whenever this happens the markets are more than happy to fill the
gap with fear. The new threat adds to the wall of worry investors are
already contending with in the form of elevated inflation, monetary
tightening and generous valuations. This marked the second monthly loss

in the last three months for our major North American indices, the TSX and
the S&P 500 finishing -1.6% and -0.7%, respectively.
A short-lived rise in yields started after Joe Biden’s decision to renominate
Jerome Powell as chairman of the Fed which came with hints of
withdrawing stimulus at a faster tick and raising the benchmark funds rate
if inflation remains high. The US 10-year quickly retreated from near its
post-pandemic high of 1.67% to end the month at 1.43% as investors were
spooked into a flight for safety in the bond market pushing bond prices up
and yields down, after reports of renewed lockdowns in Europe began to
circulate.
Under the surface the economic and corporate backdrop remains strong
with the Canadian economy rebounding in the third quarter as consumers
unleashed a flood of savings in hard-hit service industries with reports that
real GDP rose 1.3% in the quarter (5.4% annual rate). This reflects the
further re-opening of much of the country during the late summer but the
rotation out of goods still has lots of room to run, as spending on services
was still 4% below pre-pandemic highs.
As we head into the final month of the year, investors are likely to remain
cautious despite December historically being the strongest month for the
S&P 500. Although December is not immune to sell-offs, the S&P 500 gain
in December is 2.3% on average since 1936 and positive almost 80% of
the time.

The Learning Corner
What is In Praise of Profits?
In Praise of Profits happens to be a new book that happens to be written
by one of our long-trusted investment guides, Dr. Ed Yardeni. Based in
New York, Ed is a highly regarded strategist and author who is often
sought out by the media for cogent comment on the state of the economy
and financial markets. He and his staff provide extensive daily

commentaries to his clients and also manage an impressive database of
up-to-date charts that we access regularly. Ed is an important part of our
external investment team.
In this book, Dr. Ed takes on those politicians, progressives and business
types who think profit is a dirty word. This is not true of most stock-market
investors of course since we understand that profits earned by companies
are the market’s lifeblood providing ownership dividends and reinvestment
funds for growth. He does acknowledge some free-market shortfalls such
as excessive pay for certain CEO’s and governance concerns brought on
by ‘crony capitalism’, but strongly touts the overall benefits of profits in the
system.
Of course, the profit motive does not just affect the stock market but rather
courses its way through the entire economy via, in Ed’s terms,
entrepreneurial capitalism. He makes a compelling case that as
businesses form and profits grow so does employment, spending power,
innovation, productivity and broad-based prosperity. He even quotes in
support none other than Winston Churchill: “It is a socialist idea that
making profits is a vice. I consider the real vice is making losses.” Winston
would have enjoyed this book.

The Big Picture
The equity market was certainly not in a “giving mood” the day after U.S.
Thanksgiving as news of a new COVID variant, dubbed Omicron by the
World Health Organization, sparked fears of renewed lockdowns
interrupting economic activity. Both North American markets fell more than
2% on November 26 marking the worst Black Friday sessions on record.
While we have often said that fears are ever-present in investing, we don’t
think markets are likely to be flustered by this for long. After all, we have
seen this movie before. While it may be difficult to fathom, we have been
living with COVID for almost two years now. And in that time, we have
seen market move sharply – in both directions. At COVID’s onset, markets
worldwide plunged 30+% as they quickly priced in the impact of lockdowns
on the global economy. However, they began rising near the end of March
2020, well before lockdowns were even lifted. The gains continued even
as case counts rose in the fall.

We saw this again with the Delta variant which was first identified in India
in December 2020. Despite being shown to be more contagious than
previous variants, its spread didn’t knock markets off course. Even after
Friday’s pullback, North American markets remain up over 20% year to
date.
Don’t get us wrong: Another wave of COVID would certainly be bad.
Especially as a public health issue and its toll on human life. However,
from an investing standpoint, it could simply just be another brick in the
wall of worry for markets to climb. Businesses, households, and
government have adjusted to living with the virus. We recommend
remaining disciplined, believing that having exposure to companies that
possess enduring competitive advantages will allow you to best achieve
your goals.

Charting Our Times
Canadian Inflation - CPI

Although the latest Canadian CPI (Consumer Price Index) release at 4.2%
looks more like a blip than a breakout in the context of the last 100+ years
of data, nonetheless it is causing some noteworthy angst in the financial
markets, or at the very least among financial market commentators. At this
point its not at all clear at this stage whether inflation is transitory
(experiencing elevated results due to “base effect” comparisons to the
artificially low levels of twelve months ago) or persistent (something more
than a twelve-month phenomenon). It’s also not entirely clear what a

persistent inflation trend above the Central Banker’s targeted rates would
mean for financial markets, though higher interest rates is a reasonable
expectation. That outcome, however, would appear to already be baked
into the markets today to some extent, as reflected in the pricing in the
futures markets. In part, this is due to the Federal Reserve Board in the
U.S. and the Bank of Canada having carefully communicated their
expectations for tapering of the previously accommodative monetary
policies.
What we can say with a high degree of confidence is that some of the
more eye-catching influences on today’s CPI data (oil prices +80% yearover-year, used car prices +35% y-o-y, homeowners shelter costs +13%
yoy) are highly unlikely to post the same magnitude of gains one year from
now as they have in the past year.

A Year in Review at RaeLipskie

2021 has been another year of transition as we slowly move out of the
pandemic and discover the next normal. Through it all, The RaeLipskie
partnership has embraced many changes, and we’re eager to start building
things back up as we move into 2022. As this year comes to a close, The
RaeLipskie Partnership shares some of our milestones and things we’re looking
forward to in 2022.
Read more here.

In The News
Sometimes a 'sale' only
results in spending
more instead of saving
money. Financial Post
shares how to avoid a
debt hangover after the
holiday spending
season. Learn
more here.

Lockdowns in response
to Covid-19 may have
fundamentally shifted
household consumption
patterns, as consumers
that were forced out of
their typical spending
habits may never return
to those behaviours,
according to a new
working paper from the
Bank of Canada. Read
more from Advisor's
Edge here.

Around The Office
Please join us in congratulating Dave Brune and his wife, Kelsey, on the
arrival of their daughter, Elena, on October 29, 2021 (8 lbs. 5 oz.). Big
brother, Jack, is enjoying his new role!

Please note that Transaction Reporting is included in our quarterly
reporting and is available via the RaeLipskie Portal. Please contact your

Portfolio Management Team if you have any questions.

In Our Community
There's still time to act on your donation in-kind before the end of the year.

The Food Bank of Waterloo Region: This holiday season, consider

donating to feed those in need in our community. Your generosity makes
more of a difference than you may ever know. Get involved here.
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