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THE “ORACLE” OPINES: POLITICS AND MARKETS = OIL AND WATER

Gluskin Sheff + Associates Inc.

“People who mix their politics up with

their investment activities | don't think
that makes sense.”

“If you mix your politics with your
investment decisions, you're making a

big mistake.”

Warren Buffett, February 27, 2017




TRUMPONOMICS ALL THE RAGE
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ECONOMIC OPTIMISM CLOSE TO A RECORD HIGH!

United States: Economic Optimism

Businesses Households

(net share of firms; percent expecting economy to improve) (percent expecting better business conditions)
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WAITING TO SEE WHAT WILL HAPPEN!
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“So, we recognize, our statement actually last time noted that
there had been an improvement, a marked improvement in
business and household sentiment. It's uncertain just how much
sentiment actually impacts spending decisions. And | wouldn't
say, at this point, that | have seen hard evidence of any change
in spending decisions based on expectations about the future.

... I'd say most of the business people that we've talked to also

have a wait and see attitude, and are very hopeful that they will
be able to expand investment and are looking forward to doing
that, but are waiting to see what will happen. So, we will watch

that. And, of course, if we were to see a major shift in spending :
reflecting those expectations, that could very well affect the
outlook. I'm not seeing it - I'm not seeing that at this point. But 7
the shift in sentiment is obvious and notable.” P
Janet Yellen ’
March 15, 2017
4

Notes:
Fed Chairperson Janet Yellen Q&A Post-March 14-15 FOMC Meeting, March 15,2017
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WHAT YOU SEE ISN'T ALWAYS WHAT YOU GET

Recession in first two years,

Deregulation, small government, massive deficits, S&P 500 down
Ronald Reagan (1980-88) tax cuts, defense spending 25% (the good stuff happened
later)

Proposed tax hikes, recession
within two years, one-term
president

Extend the Reagan era (nothing
more)

George H.W. Bush (1988-92)

Health care reform, socialist from Eight-year expansion, stock market
Arkansas tripled, deregulation, welfare reform

Bill Clinton (1992-2000)

George W. Bush (2000-08) Deregulation, fiscal conservatism, Tax cuts, public spending, Iraq war,

isolationism 35% stock market plunge
Health care reform, Main Street Obamacare, bank bailouts,
Barack Obama (2008-16) over Wall Street, socialist from weakest recovery ever, record
lllinois income inequality, S&P 500 tripled
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WALL STREET'S BEST MINDS

Trump’s Top Legislative Goals Are Bogged Down

Political infighting will both slow down and limit the impact of tax reform and other initiatives

By GREG VALLIERE

All the focus right now is on Michael Flynn — the flood of leaks, rumors of more
disclosures to come, the prospect of hearings lasting into the summer — but we'll shift

gears this morning and look at an issue that's been overlooked amid the furor: Donald
Trump’s four major legislative priorities.

Notes: 6
Source: Barron’s (February 15, 2017)
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REAGAN

FOR PRESIDENT FOR PRESIDENT
% Let's make America great again. Let's make America great again.
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JUST REMEMBER REAGAN’S OPENING TWO YEARS
United States: S&P 500

(index)
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YELLEN WORRIED THE FED HAS WAITED TOO LONG

“As | noted on previous occasions, waiting
too long to remove accommodation would be
unwise, potentially requiring the FOMC to
eventually raise rates rapidly. which could
risk disrupting financial markets and pushing
the economy into recession”

Janet Yellen
February 14, 2017

Notes:
: 9
Fed Chairperson Janet Yellen’s Semiannual Monetary Policy Report to the Congress, February 14, 2017
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FED TIGHTENING CYCLES AND FINANCIAL EVENTS

United States: Federal Funds Rate

(percent)
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THERE HAVE BEEN 13 FED HIKING CYCLES, 10 LANDED IN RECESSION!
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YIELD CURVE FLATTENS; WILL IT INVERT?

United States: 10-Year Less 2-Year Treasury Yield

(percent)
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THE U.S. CYCLE IS VERY LATE, NO MATTER WHO WOULD HAVE WON THE
Erlﬂltze%-gtgtl;ls: Duration of Economic Expansions

(months)
140 -~

Third
120 A longest!
100 - \l/
80 -

Average
60
A | w= o B e e e e e e e e e e e o o o e e e = = -
20
0] )
~ O 10 O M A N~ O MWW O AN MO MOWO MWO© M MN~ILW W MMNSOO MO Ao o~ &
0 © © © I~ 0 0 D O O O © O d Jd 9 3 AN AN O IFITJF IO O© O~ D 0 DO O g
0 0O 00 00 00 60 0 W 00 W WV O O O O O O O O O O O O O & O O o o o &0 & O £
S B B Sy B B By B N B B S B M, S S B N, B, By B B B, S SO
c = = c = = P c o [ o > Cc c o > ¥ oo > O > = W = o > c = = = o O
o S ©O © ®© 35 © S T QK S © o 2 S 2 <) 5 2 ©
2 O <« 3 O s = K 8 3 % s R < K s ©O g s L Zz o < 8 = L8 = S S 8
Month of Economic Cycle Peak
Notes: 14
Source: National Bureau of Economic Research, Gluskin Sheff
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WHEN CONFIDENCE PEAKS — RECESSION A YEAR LATER!

United States: Consumer Confidence
(1985 = 100)

160 -
peak peak

140 4 @ A
peak

peak
k
120 - bea peak (A peak (

100 A peak

80
60 -
40 A

20 1

O T T T T T T T T T T T T T T T T T T T T
1967 1972 1977 1982 1987 1992 1997 2002 2007 2012 2017
Notes:

Shaded regions represent periods of U.S. recession 15
Source: Haver Analytics, Gluskin Sheff

Gluskin
Sheff

Gluskin Sheff + Associates Inc.




PEAK AUTOS (LATE CYCLE!)

United States: Motor Vehicle Production
(index; 2012 = 100)
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PEAK HOUSING (LATE CYCLE!)

United States: Existing Home Sales
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PEAK WAGES?
United States: Atlanta Fed Wage Growth Tracker

(percent; 3-month moving average)
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THE WALL STREET JOURNAL.
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FIRST TIME IN HISTORY THAT CORE CPI HAS PEAKED BELOW 2.5%

United States: CPI Less Food and Energy

(12-month percent change)
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AHEAD OF THE TAPE
Steven Russolillo

For U.S.

Inflation,
Seeing Is
Believing

lf inflation
really is head-
ing higher,
businesses will
want to do
something they
have been reluctant to do
ever since the financial cri
sis: spend more money.

Inflation expectations
have been heating up since
the election of Donald
Trump. The 10-year break-

Notes:
Source: Wall Street Journal (January 11, 2017) 21
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DEFLATION INTACT FOR ANYTHING YOU CAN SEE, TOUCH, AND FEEL

United States: Consumer Price Index

(year-over-year percent change)
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Source: Haver Analytics, Gluskin Sheff
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ANYTHING WE CAN TOUCH OR FEEL IS DEFLATING

United States: Core Goods Consumer Price Index

(year-over-year percent change)
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Source: Haver Analytics, Gluskin Sheff
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SERVICE PRICES HAVE PEAKED AND ROLLED OVER

United States: CPI Services Less Energy Services

(12-month percent change)
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YELLEN ON WAGE GROWTH — OR LACK THEREOF

I know there is perhaps one isolated measure of
wage growth that suggests some uptick, but
most measures of wage increase are running at
very low levels. In fact, with the productivity
growth we have and 2 percent inflation, one
would probably expect to see, on an ongoing
basis, something between — perhaps 3 and 4
percent wage inflation would be normal. Wage
inflation has been running at 2 percent. So not
only is it depressed, signaling weakness in the
labor market, but it is certainly not flashing.

Janet L. Yellen
Post-FOMC Press Conference
March 19, 2014

25
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WAGE GROWTH REMAINS SUBDUED

United States: Average Hourly Earnings

(year-over-year percent change)
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An Econ Mystery Why Did Wages Flatline?
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Source: Wall Street Journal (May 10, 2017)
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TIGHT LABOR MARKET AND YET NO WAGE BREAKOUT?

United States: Unemployment Rate

(percent)
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WHAT HAPPENED TO THE PHILLIPS CURVE?

United States: Unemployment Rate & Inflation-Adjusted Wage Growth
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Man, Machines and Fear

GE’s Marco Annunziata on managing the labor
displacement from technological innovation

for companies concerning ther LU
workers. Among them: Now factor in the

cabm workers® fears of losing GRS R LTl
their jobs to automation” And that will
Aow can companies find work-

PRtV inevitably
more technologioally hlppen.’
workplace”

Marco Anssmziate, chief
economist and executtve direc-

tor of ghodal mariet bnught of
General Electric Co, dis-
cutsend [hese Hsues with Jeney'
fer Forgyth, depaly chief of in
westipanons & The Wall Streer
Journal Nere are odited ex-
cerpes of thelr comversation

Notes: 30
Source: Wall Street Journal (May 10, 2017)
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DOMO ARIGATO, MR. ROBOTO?

Estimated Worldwide Operational Stock of Industrial Robots
(millions of units)
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Ehe New PJork Times

Notes:

How to Help Humans
When the Robots Come
To Take Our Jobs

By CLAIRE CAIN MILLER

Maybe the automation of jobs
will eventually create new, better
jobs. Maybe it will put us all ot

{ work. But as we argue about
this, work 1 changng

Source: The New York Times (March 8, 2017)
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ROvVernment reiraimng programs
are confusing and often meffec-
tive, and many companies aren't

willing 1o imvest in training work-

ers ondy to have them poached
by a rival. *It's bipartisan yudg-

B
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Ehe New PJork Times

People Who Train Robots (to Do Their Jobs)

Be

Notes: 33
Source: The New York Times (April 30, 2017)
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How robots
can revolutionize
middle management

LAURIE CLARKX
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Source: The Globe & Mail (May 10, 2017)
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Robots Will Save the Economy

By Bret Swanson
And Michael Mandel

omwe anious forecasters
progect that robotics, au
tomation and artificial
intelligence wmill soon devas
tate the job market. Yet others
predict a productivity fizzle
The Congressional Bodget Of
fice, for matance, expects abor
productivity o grow at the

Source: The Wall Street Journal (May 15, 2017)
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kast Business cycle in Decem
ber 2007, hours worked in the
digital category rose 906N,
compared with 56% on the
physical side. If health care i
excluded, hours worked In
physical jobs rose only 3%
What i hobding the physacal
industries back™ It Is 00 cotn-
cadence that they are heavily
rexulated, makung them expen-
sive 10 operate In and resistant

PO S SV RS S TR |

entirely new busaness models,
products and platforms. The
physical category™s “informa
thon gap” is a drag on growth
and helps explain the prodec-
tivity paradox: Many workers
seem pot to have benefited
from apparent rapid techno-
logical advance.

Fortunately, many pysical
industries are poised for dry-
matic transformations into

Mviaal bmdiiiridan M sn las

wrgroductive factories are the
mont vulnerable to Jow-wage
foreign competition

Perhags no industry needs a
productivity revolution more
than bealth care. But one ap
pears to be on the way. Soon
sensors on and in our bodes

office visits, and food data-
Dases with information needed
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A Robot Revolution in China as Car Manufacturers Look to Cut Costs

By KEITH RRADSHE X

HANGIHOU, Oving — Even 2
Gecade ago, car mamdacturing w
China was still & faxly low-tech,
Worintessive endeavor. Thow
sands of workers In a facsery
carning Ixthe more than §1 an howr
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whde past 2 handful of mduseral
robots dotted facsery Noors

No leger
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China, at least 630 robods, resem
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tares, bob and weave 10 aasemble
the steel structures of Wty vehs-
ches and midsire sedans. Workers
0 bue uniforms and belrmets stdl
3o some of the weldng but saxch
of e process has boen auto-
=ated

The state-of the-art factory ex

Notes:
Source: The New York Times (May 13, 2017)

State-of-the-Art Factories for Ford and G.M. Reflect an Industrial Transformation
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Bloomberg

Businessweek

Robots Will Build
Your Next House

» With construction workers in short supply and demand rising, builders turn to fast factories

» “The house is 60 percent complete when it arrives”

The future of U.S, homebuilding may
depend on robots—and on maore people
like Cyndicy Yarborough, a 26-year-old
former Walmart clerk with no back:
ground in construction. At Blueprint
Robotics Inc. in Baltimore, she

works in a factory that builds hotnf!
bike cars-on an assembly line, using
robots that fire thousands of nadls into
stusds each day without missing. Other
machines, operated by 29 workers, cut,
sand, drill, and insulate. Y:

operates a machine that lifts floors and

walls and packs them onto a flatbed
truck. “1 like being a part of something
new, on the cutting edge,” she savs.
Indoor homebuilding factories such
as Blueprint are filling in for a short
age of skilled workers that's crimped
coastruction of residences and com
mercial properties across the Country,
The plants enable developers to patch
the labor gap by having bouses and
apartment buildings manufactured
off-site, for bess money and in 3 frac

thon of the time. >

Notes: 37

Source: Bloomberg Businessweek, Week of April 24, 2017
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Robots Take A Hammer To Homebuilding's Labor
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The Blueprint Robotics factory in Baltimore is reputed to be one of the first in the U.S. where robots construct modular housing components.
Notes: 38
Source: Investor’s Business Daily, Week of April 24, 2017
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WORLD
ECONOMIC Initiatives ~ Reports  Events  About TopLink login  #13Z  Espafiol Q

o “We stand on the brink of a
technological revolution that will
Global Agenda =~ Fourth Industrial Revolution fundamentallv alter the WaV we

live, work, and relate to one

The Fourth Industrial Revolution: what it another. In its scale, scope, and

means, how to respond complexity, the transformation
will be unlike anything

humankind has experienced
before. We do not yet know just
how it will unfold, but one thing
is clear: the response to it must
be integrated and
comprehensive, involving all
stakeholders of the global polity,
from the public and private
sectors to academia and civil
society.”

Notes: '
Source: Klaus Schwab, Founder and Executive Chairman, World Economic Forum 39
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OBAMA ADMINISTRATION CAUGHT ON, BUT A LITTLE LATE

Artificial Intelligence,

Automation, and the Economy

Executive Office of the President

December 2016

“Al-driven changes in the job market in the United States
will cause some workers to lose their jobs, even while

creating new jobs elsewhere. The economic pain this

Notes:

Gluskin Sheff + Associates Inc.

Source: White House Report “Artificial Intelligence, Automation, and the Economy”

causes will fall more heavily upon some than on others.
Policymakers must consider what can be done to help
those families and communities get back on their feet and
assemble the tools they need to thrive in the transformed
economy and share in its benefits.”

40
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Amazon
Vs.
Inflation

’
E-tail giant puts downward pressure
Oon pnces across the economy
asitd srupts one sector after another . !'?
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whether to tap the drakes or bet the ecomoeny ke :

Notes: 41
Source: Investor’s Business Daily, Week of May 15, 2017
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CONSUMERS & BUSINESSES DON’T SEE INFLATION AS A PROBLEM
United States

UMich 5-to-10-year consumer inflation expectations  Small business reporting inflation as biggest problem

(percent) (percent)
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Source: Haver Analytics, Gluskin Sheff
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NOR DOES THE CLEVELAND FED

United States: Cleveland Fed 5-Year Expected Inflation Rate

(percent)
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Notes:

Shaded regions represent periods of U.S. recession 43
Source: Haver Analytics, Gluskin Sheff
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A SECULAR INFLECTION POINT?

“Change of a long term or secular nature is
usually gradual enough that it is obscured by the
noise caused by short-term volatility. By the time
secular trends are even acknowledged by the
majority they are generally obvious and mature.
In the early stages of a new secular paradigm,
therefore, most are conditioned to hear only the
short-term noise they have been conditioned to
respond to by the prior existing secular
condition. Moreover, in a shift of secular or long
term significance, the markets will be adapting
to a new set of rules while most market
participants will be still playing by the old rules.”

Bob Farrell
August 3, 2001
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MCKINSEY ON FINANCE: PERSPECTIVE ON CORPORATE FINANCE &
S0RATEGY

McKinsey&Company

Findings from McKinsey & Company:

“While we cannot say for certain whether
McKinsey on Finance these sectors will deleverage, we do know
that nearly every significant financial crisis in
the post-World War Il period was followed by
B A e S a lengthy and painful period of deleveraging.
T i i These episodes lasted on average six to

7 seven years, with total debt as a percentage
of GDP declining by roughly 25 percent. GDP
contracted in the initial years of deleveraging

but rebounded in the later years. If history is
a guide, therefore, we would expect a
significant period of deleveraging to come,
which will dampen GDP growth.”

|
|
[
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MCKINSEY REVISITED FIVE YEARS LATER: DELEVERAGING NEVER

B McKinsey&Company

DEBT AND (NOT MUCH)
DELEVERAGING

T —— e SIS O

."l "10‘

Gluskin Sheff + Associates Inc.

" After the 2008 financial crisis and
the longest and deepest global
recession since World War Il, it was
widely expected that the world's
economies would deleverage. It has
not happened. Instead, debt
continues to grow in nearly all
countries, in both absolute terms and
relative to GDP. This creates fresh
risks in some countries and limits
growth prospects in many.”

“We find that deleveraging since
2008 remains limited to a handful of
sectors and that, overall, debt
relative to GDP_is now higher in most
nations than it was before the crisis.
Not only has government debt
continued to rise, but so have
household and corporate debt in
many countries.”
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THE MASSIVE GLOBAL DEBT OVERHANG HAS YET TO BE RESOLVED

Nonfinancial Debt

United States Advanced Economies
(percent of GDP) (percent of GDP)
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Notes:

Source: Bank for International Settlements, International Monetary Fund, Gluskin Sheff 48
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THE KING OF DEBT

~<
“I" m the king of debt. I’ m great
with debt; nobody knows debt better
than me. I’ ve made a fortune by
using debt, and if things don’ t
work out, I renegotiate the debt. |
mean, that’ s a smart thing, not a
stupid thing.”

Donald Trump, June 22, 2046
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THE DONALD UNPLUGGED

United States: Federal Debt-to-GDP with Trump’s Policy Proposals
(percent)
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Notes: 50
Source: Haver Analytics, Gluskin Sheff

Gluskin

Gluskin Sheff + Associates Inc. Sheff




THIS IS WHAT TOTAL U.S. DEBT WILL LOOK LIKE IN THE FUTURE
United States: Nonfinancial Debt-to-GDP with Trump’s Policy Proposals

(percent)
300 1

Projected under
Trump plans
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180 . T T T . .
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Notes:

Assumes 4% nominal GDP growth and 4% credit growth (ex-government)
Shaded regions represent periods of U.S. recession

Source: Haver Analytics, Gluskin Sheff
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HIGHER DEBT RATIOS COINCIDE WITH LOWER GDP GROWTH
GDP Growth versus Debt Burden

United States Advanced Economies

(vertical axis: real GDP Growth) (vertical axis: real GDP Growth)
(horizontal axis: nonfinancial debt-to-GDP) (horizontal axis: nonfinancial debt-to-GDP)
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Notes: 52
Source: Bank for International Settlements, Haver Analytics, Gluskin Sheff
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Ricardian equivalence

From YWikipedia, the free encyclopedia

The Ricardian equivalence proposition (also known as the
Ricardo-De Yiti-Barro equivalence theorem!']) is an
economic hypothesis holding that consumers are forward looking
and so internalize the government's budget constraint when
making their consumption decisions. This leads to the result that,
for a given pattern of government spending, the method of
financing that spending does not affect agents' consumption
decisions, and thus, it does not change aggregate demand.
Thus, this theorem is used as an argument against tax cuts and
spending increases aimed to boost aggregate demand.

Notes: 53
Source: Wikipedia
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BUSINESS CREDIT DEMAND NOT MERELY SLOWING BUT CONTRACTING
United States: Banking Sector C&l Loans

(net share; percent)
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Shaded regions represent periods of U.S. recession 54

Source: Haver Analytics, Gluskin Sheff
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COMMERCIAL REAL ESTATE LOAN DEMAND IS FALLING
United States: Banking Sector CRE Loans

(net share; percent)
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Source: Haver Analytics, Gluskin Sheff
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CONSUMER LOAN DEMAND HAS CONTRACTED ACROSS A BROAD FRONT

United States: Banking Sector Consumer Loans
(net share; percent)

Credit Cards Autos
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Source: Haver Analytics, Gluskin Sheff
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THE END GAME IS THE DEBT JUBILEE

B 4

The Federal Reserve Board

Remarks by Governor Ben S. Bernanke
Before the National Economists Club, Washington, D.C.
November 21, 2002

Deflation: Making Sure "It" Doesn't Happen Here

Since World War II. inflation--the apparently mexorable rise i the prices of goods and
services--has been the bane of central bankers. Economists of various stripes have argued
that inflation 1s the mevitable result of (pick your favorite) the abandonment of metallic
monetary standards. a lack of fiscal discipline. shocks to the price of o1l and other
commodities. struggles over the distribution of income. excessive money creation. self-
confirming inflation expectations. an "inflation bias" in the policies of central banks. and
still others. Despite widespread "inflation pessimism.” however. during the 1980s and 1990s
most industrial-country central banks were able to cage. if not entirely tame. the inflation
dragon. Although a number of factors converged to make this happy outcome possible. an
essential element was the heightened understanding by central bankers and. equally as
important. by political leaders and the public at large of the very high costs of allowing the
economy to stray too far from price stability.

Notes:
57
Source: Ben Bernanke, Deflation: Making Sure “It” Doesn’t Happen Here (November 21, 2002)
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THE GLOBE AND MAIL fu

Trump can’t make America young again

Aging work force and accompanying decline in bond yields likely to drag on US. growth and the president-elect’s rejuvenation plans

AN J
IAN McGUGAN
imcgugan@globeandmail.com

isten up, investors: The preb-

lem with trying to make
America great again is that you
can’t make it young again.

Until someone discovers a mir-
acle rejuvenation formula, the
nation’s greying work force is
one reason the current market
surge looks overdone.

Bond yields have soared
around the world in the days
after Donald Trump’s surprise
election victory, while prices for
stocks and metals have climbed
on speculation that growth is set

speed. f

Notes:
Source: Globe & Mail - November 16, 2016

Gluskin Sheff + Associates Inc.
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American great again,” Moody’s
chief economist John Lonski
wrote.

against a much higher bench-
mark Treasury yield,” Mr. Lonski
reasoned.

He disagreed with projections
that the yield on the benchmark
10-year U.S. Treasury note will
move up to between 3 per cent
and 5 per cent.

If his logic is right, the 10-year
Treasury offers tempting value
after its recent pummelling.

Bond prices move in the oppo-
site direction to bond yields, so
as sellers have dumped the bond
in recent days, its yield has
surged from below 1.8 per cent at
the beginning of last week to
above 2.2 per cent on Monday -
a huge move in bond market
terms.

In the event that Mr. Trump’s

_infrastructure pledge fails to,

stimulate the economy as much

as investors hope, yields could

drop back and bond prices may

rise back near their old levels.
How likely is the president-

elect’s plan to disappoint? It's

“no game C er,” warns Derek

| economy.

The plan might boost the econ-

| omy’s growth rate by half a per-

centage point in its initial year,
he calculated, but even that
modest increase is open to
doubt and delay.

Among other issues, a new ad-
ministration will need time to
approve projects and sign con-
tracts, so it’s unlikely that any
money would be spent until
2018.

When wallets finally do open,
the effect of the new spending
on growth will last for only a sin-
gle year. After that, spending the
same amount each year just
maintains the size of the econo-
my rather than adding to further
growth. A sustained rise in the
growth rate can only be accom-
plished by exponential increases
in spending.

Investors who are counting on
the infrastructure plan to fuel
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THE FIRST OF THE BABY BOOMERS TURNED 70 THIS YEAR!
United States: Adults Aged 70+

Population Share of the total population
(millions) (percent)
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Source: Haver Analytics, Gluskin Sheff
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Notes:

A carefree life in retirement? Think again

Ipsos/USA TODAY poll finds 78% say they
will have to cut back their standard of living

Paul Davidson

Pdavidsonusat

USATODAY

Many Americans are down-
sizing the traditional vision of
retirement as an endless vaca-
tion filled with weeks-long trips
abroad, daily golf and carefree
sailing adventures

Seventy-eight percent of 45-
to 65-year-olds somewhat or
strongly agree they’ll need to
cut back on spending after they

Source: USA Today (February 14, 2017)

Gluskin Sheff + Associates Inc.

retire, according to an Ipsos/USA
TODAY survey of 1,205 adults in
mid-January.

The results partly reflect the
less-than-robust state of their
nest eggs: 27% of those surveyed
have no retirement savings or in-
vestments, and another 22% have
less than $100,000

The diminished views of their
golden years are also rooted in a
more vigilant mind-set after the
Great Recession pummeled home
and stock prices and forced mil-
lions of unemployed Americans
to take lower-level or part-time

LRSS ALVARE 2

Retirement isn't always about
boat excursions, golf and trips
abroad. Many retirees plan to
cut back their spending.

jobs. Although US. payrolls and
real estate and market values
have more than recovered and hit
record highs, many workers never
reclaimed their former salary lev
els. endured sluggish wage
growth or simply remain chas
tened by the downtumn.

“I find that to be a (relief) that
people are aware they won't have
as much,” says Sheryl Garrett, a
certified financial planner and
founder of Garrett Planning Net-
work. “We have fewer ostriches
with their heads in the sand.”

Garrett, whose firm serves
middle- and upper-middle-class
clients, adds, “I've met almost no

» STORY CONTINUES ON 2B
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NET WORTH STILL UNDERWATER:; SAVINGS NEED TO BE REVISITED
United States

Median Family Net Worth Families Which Saved Income
(thousands of 2013$; family head is 65-74 years of age) (percent; family head is 65-74 years of age)
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Source: Haver Analytics, Gluskin Sheff
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Ehe New PJork Times

—

LONGER LIVES, SMALLER SAFETY NETS

When to Save? Today

n scarcer, life exp
rkers of ;1“ ages,

18 ' 111 1A ;‘~(‘I'.

money she received from her husband's life
insurance policy.

Five days a week, Kim Moske makes a “I will be fine,” she said. “But I don't go it
peanut butter and jelly sandwich and  alone: I meet with a financial planner once a
brown-bags it to work. “1've been doing that year to make sure | am on track, and I check
for 30 years and saving what | would have retirement calculators all the time.™”

spent eating my lunch out someplace,” she In many ways, she is an anomaly.

saud. “That's added up to a lot of money, and

truthfully, I don't care what 1 eat for lunch.”  “Work More, Save More or Both’

By KERRY HANNON

Notes:
Source: The New York Times (March 5, 2017)

Gluskin Sheff + Associates Inc.
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YOU'RE NOT GETTING OLDER, YOU'RE GETTING BETTER (AND NOT

|
rIT:it-léI lt\é(f;e)si: Employment By Age Cohort

(year-over-year percent change)
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Notes: 64
Source: Haver Analytics, Gluskin Sheff
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EMPLOYMENT RATE FOR THE OLDER BOOMERS IS BOOMING

United States: Employment to Population Ratio: 65+ Years
(Ratio)
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Notes: 65
Source: Haver Analytics, Gluskin Sheff
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BOOMERS BOND WITH BONDS

United States

Bond Holdings By Age Stock Ownership By Age
(inflation-adjusted U.S. dollars, median) (percent share)
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BOND YIELDS AT HISTORICAL LOWS

Historic Global Interest Rates

(percent)
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Notes:
67
Source: Homer & Sylla’s “A History of Interest Rates”, Shiller’s “Irrational Exuberance”, Gluskin Sheff
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UNFORTUNATELY,
THAT'S My
FINANCIAL
ADVISER
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POLOZ COMES TO THE SAME CONCLUSION

“But some of the forces leading to low
interest rates will persist for a long time, so
we need to prepare for lower for longer.

Individuals need to plan for retirement with
different assumptions about longevity,

interest rates and growth. Businesses need
to make sure their expectations about
investment returns reflect the current and
likely future reality and reconfigure their
investment plans accordingly. And policy-
makers need to make sure they are working
to increase the economy’s potential output
and reduce uncertainty—whether economic,
political or regulatory—that may be holding
back investment.”

»tephen S. Poloz

Stephen Poloz
September 20, 2016

Notes: 69
Source: Bank of Canada, Living with Lower for Longer, September 20, 2016
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Notes:

- Anne

FINANCIAL TIMES

Richards

Demographic trends
require a rethink of
our economic model

Capital markets have experienced a shift in sentiment
over the course of the past couple of months. Fears over
secular stagnation and deflation have dissipated and
investors have been willing to embrace risk assets again.
Many economists have revised upwards their estimates of
global economic growth, starting first with the US, where
the fiscal reigns are expected to be loosened in order to
meet some of President Donald Trump's election promises
tovoters.

While there is clear short-term momentum in econo-
mies like the US and UK, where unemployment rates
are low and consumption is robust, there remain secular
themes that investors should be aware of when they
formulate long-term investment decisions. One of
these themes is a shift in the focus of economic policy,
driven by demographics. Unlike economic variables,
demographic trends are predictable and greatly affect
all of us.

The global economy has now passed an important
tipping point. For the first time in recorded history,
children under the age of five no longer outnumber those
aged 65 and above. We have arrived at “peak child”.

“There remain secular themes that investors should be
aware of when they formulate long-term investment
decisions. One of these themes is a shift in the focus of
economic policy, driven by demographics. Unlike economic
variables, demographic trends are predictable and greatly
affect all of us.”

“The changing demographic trend that the developed and
parts of the emerging world are now experiencing will
increasingly act as a headwind to global GDP.”

“Fixed income and dividend-paying equities will probably
benefit in this environment given both asset classes
provide a regular income for retirees to use.”

70

Source: Financial Times (February 7, 2017)
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Brave New World for Bonds—and Stocks
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A YIELD-STARVED WORLD
Bond Yields & Dividend Yields

(percent)
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IT"S NOT JUST THE DIVIDEND YIELD BUT THE GROWTH THAT MATTERS

S&P 500: Dividend Growth
(4Q 2016; year-over-year % change)
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Defence Discretionary Technology Providers Improvement

Notes: 73
Source: Haver Analytics, Gluskin Sheff
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DISCLAIMER

The information, opinions, and other materials contained in this presentation is the
property of Gluskin Sheff + Associates Inc. and may not be reproduced in any way, in
whole or in part, without express authorization of the copyright holder in writing. The
statements and statistics contained herein have been prepared by Gluskin Sheff +
Associates Inc. based on information from sources considered to be reliable. We make
no representation or warranty, express or implied, as to its accuracy or completeness.
This publication is for the information of investors and business persons and does not
constitute an offer to sell or a solicitation to buy securities.
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