Hello,
March is finally here and spring has almost sprung! As we approach a new season
of warmer weather, we also begin to approach tax season. As a result of the COVID19 pandemic, your tax-filing situation may have been affected. To help prepare for
tax season, The Government of Canada put together some important information
here.
March also marks the beginning of Fraud Prevention Month. This year, our team put
together a guide on how to recognize and prevent yourself from investment fraud in
our latest blog. See below.
And finally... Happy International Women's Day! We're thrilled to have such strong,
amazing women on our team.
As always, please don't hesitate to reach out to your portfolio manager if you need
any financial assistance during this time. We will be approaching a very busy season
of financial deadlines, but The RaeLipskie Partnership is here for you.
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
Canada may be lagging in the vaccine race, but there is one area where we are far
ahead and that is the buildup of government debt and deficit. According to the

International Monetary Fund, over the past year our federal deficit has grown more
as a percent of GDP than any other country in the G7 and well beyond #2 UK. We’re
#1!
Most of the money borrowed went to financial support for Canadians harmed by the
pandemic. Interestingly, though, savings rates rose in line with the U.S. where
estimates suggest over one-third of stimulus payments went to savings. Combined
with reduced spending by the well off, this has produced a pile of savings equal to
10% of 2019 U.S. household spending. COVID fuel for future growth.
There are calls for higher taxes to help pay off these debts (or to further increase
spending, take your pick). The ideas are endless, covering all the tax bases and
now, notably, include taxing accumulated wealth. Maybe they will target pro athletes
who have been signing massive contracts, like Patrick Mahomes, the losing Super
Bowl quarterback who will be paid $450 million over 10 years. These contracts make
most CEO’s look like payment pikers.
Even COVID-minimalist as it was, the Super Bowl spectacle still managed to be a
record breaker both on the field and off. Of course, the ancient Tom Brady’s
accomplishments were remarkable but so too was advertisers’ willingness to pay a
record US$5.6 million for half a minute of airtime to show their eagerly awaited
commercials. Blacked out in Canada, you say? Of course.
Television networks and other media need this type of dollar infusion to slow the
relentless digital takeover of the ad business. Since 2007, digital advertising has
jumped from about 6% of the market to now exceed all other segments combined
with, naturally, Google and Facebook leading the charge. Newspapers, sadly, have
been the big loser, falling from 20% of the market to barely measurable. This begs
the question of the day: Where will the news come from?
Maybe Tik Tok? Not likely, but if you haven’t succumbed to the allure of Tik Tok’s
platform of sublime to ridiculous videos, maybe a statistic from Cresset Capital will
entice you. While it took the telephone 75 years to reach 50 million users, television
13 years and the internet 4 years, it took this little upstart just 19 days. Technology
combines with human nature.
Technology has also aided and abetted the Gamestop phenomenon which sees
hordes of individual speculators gang up on ‘predatory’ short sellers. Huge sums of
money have been made and lost so far in this episode that shows the power of the
people, for better or worse. Predators turned prey.

Cryptocurrencies like Bitcoin seem to be caught up in this milieu as well, witness
the extreme volatility. But here is a little unrelated factoid. You probably know that
Bitcoin is computer-mined, but did you know, according to Cambridge estimates, that
this mining process is consuming as much electrical power as entire countries like
Norway? Crypto carbon.
On this day… Speaking of technology, it is worth noting that the NASDAQ index
was born on January 8, 1971. In the 50 years since the index has grown from a
starting value of 100 to its current level around 13,000. It has provided a highly
volatile but substantial 10% rate of return to investors. We predict another 50 years
of volatility.
Back in 1971 President Biden was a young whipper snapper of 28 running
(successfully) for the U.S. Senate, probably with Presidential dreams. Those dreams
came true in a close election, even though winning only 17% of U.S. counties. If this
seems improbable, Data is Beautiful tells us that it is actually possible to become
President with wins in only 11 populous counties, 0.4% of the 3,006 total. Hard to
believe.
Finally, a word to the wise. A YouGov survey claims that 55% of us have lied to
someone about the quality of their cooking. Our response: the cook should take a
compliment with, ahem, a grain of salt; and the guest should not underestimate the
value of that ‘little white lie’.

Monthly Market Data & Commentary
Who’s Afraid of the Bond Vigilantes?
Stock Jockeys, that’s who! Steady increases in yields on long-term bonds morphed
into sharp increases in February. By the end of the month this trend had resulted in
long-term U.S. Treasury yields (30 years) more than doubling from their pandemic
lows reached back in early March 2020. Viewed differently, yields on these bonds
have recovered roughly 90% of the decline from their pre-pandemic levels. At the
front end of the yield curve, where the Federal Reserve Bank exerts greater
influence, that ratio would be more like 40%. How does this matter to the stock
market? Most investors would be aware of the commentary on stocks being
“expensive” in this market environment. That generally relates to P/E multiples
(Price/Earnings) being at elevated levels. What is less commonly discussed, is the

level of valuations within the context of interest rates. With the recent ultra-low
interest rates, those high P/E multiples can be considered more justifiable. But what
if those ultra-low rates are no longer so ultra-low, as has been happening lately?
Well then stock investors start to get concerned. And that is what took place in
February, especially towards the end of the month, as stock markets were rattled by
surging interest rates, if only briefly.
Of course, its worth considering why those long-term interest rates have been
rallying. Inflation concerns (which matter deeply to bond investors as inflation erodes
the purchasing power of their fixed income stream over time) have been the subject
of increased discussion of late. The factors leading to those discussions basically
boil down to the strength of the economic recovery along with constraints on supply
chains. The latest ISM PMI survey (Purchasing Managers Index) saw the Prices
Paid sub-component of that Index reach levels not seen since the summer of 2008.
Commodity price strength, US dollar weakness and semi-conductor shortages are
just some of the constraints, with firms in virtually every sector reporting shortages
and problems with suppliers keeping up with demand.
Of course, in the capital markets, cause and effect relationships are rarely a 1 to 1
straight-line connection. The missing link in this relationship the strength in the
underlying economy and the impact that currently is, or could have, on corporate
profits. And the news on both those fronts – the economy and profits – has been
favourable, and better than expected.
The bottom line for the markets was further weakness in 2021 in bond markets, with
the FTSE/Russell Bond Universe Index declining 2.5% in February, bringing the
year-to-date return in that Index to -3.6%. The shorter term-to-maturity in the
FTSE/Russell Short Bond Index provided some protection, with that index down
0.8% in the last month, -0.7% year-to-date.
Equity markets over the course of the full month retained their momentum, and
posted solid gains, despite some bumps at the end of the month. In a trend not often
seen in the last cycle - and admittedly very young in this cycle – the Canadian equity
market has been nicely outperforming the US. A cyclical economic resurgence and
broad strength in commodity markets, including energy prices, has helped boost our
market, with the TSX posting a 4.4% gain in February, bringing the year-to-date
return to 4.0%, while the broad U.S. market as represented by the S&P500 Index
advanced 2.8% in the month in US$ terms, +2.0% in C$ terms. The shift in tone of
the market was particularly evident in the month in sub-sector returns, with the TSX
Energy sector posting a remarkable 22% advance in the month, while the “risk-on”

trade saw flows depart the lagging Gold group which slumped 11% in the month.

The Learning Corner
What’s the Dam Problem?
There has been lots of press about the urgent need for global infrastructure renewal
as every type of facility from roads to bridges to power stations have ageing
components that are wearing out. Governments in particular have for years spouted
the right words about infrastructure spending but with little action so far. Certainly the
cost factor is intimidating.
A recent report from the U.N. Institute for Water, Environment and Health has
centred out water dams around the world for special attention. Dams are important,
mainly because they support an estimated 40% of world agricultural production, but
also provide power, flood control etc. The report suggests that the critical age for
dams of at least 15 meters in height is 50 years, a significant number given the dam
construction boom starting in the mid-20th century. Construction has tapered off in
recent decades and many dams, especially in the U.S. (1,200 in 30 years) have
been decommissioned.
But there are a lot of old dams remaining and an increasing incidence of failures.
The U.N. report lists the countries with the highest average dam ages with Japan
and the UK the oldest at over 100 years. The U.S. is further down the list at 65 years
and Canada sits at 55 years. In all cases the numbers are above the 50-year
concern level and the average, of course, means that about half of the dams are

above the average age reported. We know there are concerns about catastrophic
failure potential at some big dams so we can only hope to hear some dam good
news on repairs.

Charting Our Times

Investopedia.com provides a handy and reasonably understandable definition of
Modern Monetary Theory (MMT) as: MMT is a macroeconomic framework that says
that sovereign countries like the U.S., U.K., Japan, and Canada, which spend, tax,
and borrow in a fiat currency they fully control, are not operationally constrained by
revenues when it comes to federal government spending. Put simply, such
governments do not rely on taxes or borrowing for spending since they can print as
much as they need and are the monopoly issuers of the currency. Since their
budgets aren't like a regular household's, their policies should not be shaped by
fears of rising national debt.
Some might argue that this definition should read, “MMT is a macroeconomic
experiment….”. As the chart above highlights, it is an experiment of unprecedented
scale in modern times. We need to go back to the Second World War to find similar
levels of government stimulation and the resulting government debt. Of course, as a
politician, MMT is an appealing concept to embrace. The concerns that this
experiment engenders include potential inflation and impact that could have on
interest rates (read: higher). Federal Reserve Board Chairman, Jerome Powell
famously addressed this issue with his June 2020 comments, “We’re not thinking
about raising rates. We’re not even thinking about thinking about raising rates.”
Since then, Powell and other Fed officials continue to drift out of their monetary
policy lane, rooting for more fiscal stimulus and implying that the Fed will finance
most of the resulting federal budget deficits.
Meanwhile the pandemic has distorted supply chains producing numerous
shortages, commodity prices are rallying, globalization has done a “180” to deglobalization and the Bond Vigilantes are straining at the “long-end” of their yield

curve chains. While we are hopeful that the monetary masters have this experiment
under control, we remain sharp-eyed for other potential outcomes.

The Big Picture
2020 was undoubtedly a pretty terrible year. However, its general awfulness brought
with it some important lessons that we believe are important to reflect on. What 2020
took away undoubtedly helped crystalize what is important to each of us, whether it
was seeing a friend or loved one for a quick lunch or simply getting a haircut.
However, given our mandate at “The Big Picture” is financial related matters, we’ll
stick mainly to the mundane.
One important lesson 2020 taught us was the benefits of staying calm during a time
when panicking would have been easy. When the news of COVID hit, it was easy to
extrapolate the magnitude of the situation and the likely market impact. Indeed, with
the S&P falling almost 34% in a matter of five weeks, it appeared investors were
doing just that. However, after some extraordinary and unprecedented action taken
by monetary authorities, after a year, much of the financial damage was erased and
markets marched to higher highs. It is important to understand what you are trying to
achieve with your portfolio and the risk required to meet those objectives.
Remember, if you are seeking equity-like returns, taking on equity-like risk remains
the only way to achieve that.
The most unfortunate consequence of COVID was the loss of life that occurred.
There were too many untimely deaths, with many leaving their financial affairs in
disarray, leaving struggling loved ones to get them in order. This leads us to a
second important lesson that COVID brought. If you haven’t already, establishing a
will that clarifies how you’d like your assets divided is critical. If you haven’t looked at
your will in a few decades, it may be time to re-evaluate and update it. It’s also
extremely important to review beneficiaries on your RRSP/RRIF/TFSA accounts and
ensure they are up-to-date and keeping with your wishes. Your portfolio
management team is always ready to help you should you have any questions.
The past year has illustrated the importance of weighing what matters. Life is short
and unexpected things may happen. While we may not know what the future will
bring, it helps to envision what you want yours to look like, articulate what your goals
are and map out how best to achieve them. With vaccines potentially heralding a

return to more normal activity in 2021, it’s a good time to think critically about your
long-term objectives and whether they have changed.

Investment Fraud: Signs to look out for and how to
protect yourself

March is Fraud Prevention Month in Canada! Created by the Competition Bureau
Canada, the goal of this annual campaign is to help Canadians recognize, reject,
and report fraud.
As the COVID-19 pandemic continues to impact our finances, it is crucial now, more
than ever, for Canadians to learn how to protect their money. It is especially
important for Canadian investors to recognize the signs of investment fraud and
know what to do if you’ve become a victim.
In honor of this year’s Fraud Prevention Month, our team put together a guide on
how to recognize and protect yourself from investment fraud.
Read the full blog here.

In The News
Did you know you can
transfer money between
your RRSPs without
triggering tax
consequences?
Get Smarter About
Money shares
everything you need to
know here.
The Motley Fool shares
everything you need to
know about CRA
Emergency Payments–
including two helpful
benefits you can get in
2021 here.

Around the Office

In Our Community

The Food Bank of Waterloo Region: It has been a whole year since the first case of
COVID-19 reached Waterloo Region and people continue to face challenges and
struggle to put food on the table.
Looking for ways to help? Host a virtual Food & Fund Drive. Click here for more
information.
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