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“People who mix their politics up with 
their investment activities I 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  

THE “ORACLE” OPINES: POLITICS AND MARKETS = OIL AND WATER 
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TRUMPONOMICS ALL THE RAGE 
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Notes: 
Search results as of February 22, 2017 
Source: Google, Gluskin Sheff  
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Notes:  
Shaded regions represent periods of U.S. recession 
Source: Haver Analytics, Gluskin Sheff 

Businesses 
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Households 
(net share of firms; percent expecting economy to improve) (percent expecting better business conditions) 

ECONOMIC OPTIMISM CLOSE TO A RECORD HIGH! 

United States: Economic Optimism 
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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 I wouldn't 
say, at this point, that I 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 
the shift in sentiment is obvious and notable.” 

Janet Yellen 
March 15, 2017  

 
 
 
Notes:   
Fed Chairperson Janet Yellen Q&A Post-March 14-15 FOMC Meeting, March 15,2017  

WAITING TO SEE WHAT WILL HAPPEN! 
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WHAT YOU SEE ISN’T ALWAYS WHAT YOU GET 

Election Narrative What Actually 
Happened 

Ronald Reagan (1980-88) Deregulation, small government, 
tax cuts, defense spending  

Recession in first two years, 
massive deficits, S&P 500 down 
25% (the good stuff happened 

later) 

George H.W. Bush (1988-92) Extend the Reagan era (nothing 
more)  

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

president  

Bill Clinton (1992-2000) Health care reform, socialist from 
Arkansas  

Eight-year expansion, stock market 
tripled, deregulation, welfare reform 

George W. Bush (2000-08) Deregulation, fiscal conservatism, 
isolationism  

Tax cuts, public spending, Iraq war, 
35% stock market plunge  

Barack Obama (2008-16) 
Health care reform, Main Street 
over Wall Street, socialist from 

Illinois  

Obamacare, bank bailouts, 
weakest recovery ever, record 

income inequality, S&P 500 tripled  
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Notes: 
Source: Barron’s (February 15, 2017) 
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Notes:  
Source: Haver Analytics, Gluskin Sheff 8 

(index) 

JUST REMEMBER REAGAN’S OPENING TWO YEARS 

United States: S&P 500 
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YELLEN WORRIED THE FED HAS WAITED TOO LONG 

“As I 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:   
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 

10 

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

(percent) 

United States: Federal Funds Rate 
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THERE HAVE BEEN 13 FED HIKING CYCLES, 10 LANDED IN RECESSION! 
First Hike Last Hike Result 
October 1950 May 1953 Recession 

October 1955 August 1957 Recession 

September 1958 September 1959 Recession 

December 1965 September 1966 Soft Landing 

November 1967 June 1969 Recession 

April 1972 September 1973 Recession 

May 1977 March 1980 Recession 

August 1980 December 1980 Recession 

March 1983 August 1984 Recession 

January 1987 May 1989 Soft Landing 

February 1994 February 1995 Soft Landing 

June 1999 May 2000 Recession 

June 2004 June 2006 Recession 

December 2015 ??? ??? 
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(percent) 

YIELD CURVE FLATTENS; WILL IT INVERT? 

United States: 10-Year Less 2-Year Treasury Yield 
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Notes:   
Shaded regions represent periods of U.S. recession 
Source: Haver Analytics, Gluskin Sheff  
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(months) 
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Month of Economic Cycle Peak  
 
Notes:   
Source: National Bureau of Economic Research, Gluskin Sheff  

THE U.S. CYCLE IS VERY LATE, NO MATTER WHO WOULD HAVE WON THE 
ELECTION United States: Duration of Economic Expansions 
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WHEN CONFIDENCE PEAKS — RECESSION A YEAR LATER! 

United States: Consumer Confidence 
(1985 = 100) 
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Notes:  
Shaded regions represent periods of U.S. recession 
Source: Haver Analytics, Gluskin Sheff 
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PEAK AUTOS (LATE CYCLE!) 

United States: Motor Vehicle Production 
(index; 2012 = 100) 
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Notes:  
Shaded regions represent periods of U.S. recession 
Source: Haver Analytics, Gluskin Sheff 
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PEAK HOUSING (LATE CYCLE!) 

United States: Existing Home Sales 
(units) 
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Notes:  
Shaded regions represent periods of U.S. recession 
Source: Haver Analytics, Gluskin Sheff 
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PEAK WAGES? 
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Notes: 
Shaded regions represent periods of U.S. recession 
Source: Haver Analytics, Gluskin Sheff  

(percent; 3-month moving average) 

United States: Atlanta Fed Wage Growth Tracker 
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Notes: 
Source: The Wall Street Journal (April 24, 2017) 
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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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Notes:  
Shaded regions represent periods of U.S. recession 
Source: Haver Analytics, Gluskin Sheff 
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Notes: 
Source: Wall Street Journal (January 11, 2017) 
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DEFLATION INTACT FOR ANYTHING YOU CAN SEE, TOUCH, AND FEEL 

 
Notes:   
Shaded region represents period of U.S. recession 
Source: Haver Analytics, Gluskin Sheff  

United States: Consumer Price Index 
(year-over-year percent change) 
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ANYTHING WE CAN TOUCH OR FEEL IS DEFLATING 
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United States: Core Goods Consumer Price Index 
(year-over-year percent change) 

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

-3

-1

1

3

5

1986 1991 1996 2001 2006 2011 2016

Inflation

Deflation



Gluskin Sheff + Associates Inc. 

SERVICE PRICES HAVE PEAKED AND ROLLED OVER 

United States: CPI Services Less Energy Services 
(12-month percent change) 

 

24 

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

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

United States: Average Hourly Earnings 
(year-over-year percent change) 
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Notes: 
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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Notes:  
Shaded regions represent periods of U.S. recession 
Source: Haver Analytics, Gluskin Sheff 
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Notes:  
Source: Haver Analytics, Gluskin Sheff 

1964 to 2009 
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2010 to present 

WHAT HAPPENED TO THE PHILLIPS CURVE? 

United States: Unemployment Rate & Inflation-Adjusted Wage Growth 

Real Wage Growth (year-over-year %)
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Notes: 
Source: Wall Street Journal (May 10, 2017) 
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DOMO ARIGATO, MR. ROBOTO? 

31 

 
 
Notes: 
Source: International Federation of Robotics 
2016 & 2019 figures forecast 
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Notes: 
Source: The New York Times (March 8, 2017) 
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Notes: 
Source: The New York Times (April 30, 2017) 
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Notes: 
Source: The Globe & Mail (May 10, 2017) 
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Notes: 
Source: The Wall Street Journal (May 15, 2017) 
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Notes: 
Source: The New York Times (May 13, 2017) 



Gluskin Sheff + Associates Inc. 

37 

 
 
Notes: 
Source: Bloomberg Businessweek, Week of April 24, 2017 
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Notes: 
Source: Investor’s Business Daily, Week of April 24, 2017 
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“We stand on the brink of a 
technological revolution that will 
fundamentally alter the way we 
live, work, and relate to one 
another. In its scale, scope, and 
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 
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“AI-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 
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.” 

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

OBAMA ADMINISTRATION CAUGHT ON, BUT A LITTLE LATE 
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Notes: 
Source: Investor’s Business Daily, Week of May 15, 2017 
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Notes:  
Shaded regions represent periods of U.S. recession 
Source: Haver Analytics, Gluskin Sheff 

UMich 5-to-10-year consumer inflation expectations 

42 

Small business reporting inflation as biggest problem 
(percent) (percent) 

CONSUMERS & BUSINESSES DON’T SEE INFLATION AS A PROBLEM 
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NOR DOES THE CLEVELAND FED 

43 

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

(percent) 
United States: Cleveland Fed 5-Year Expected Inflation Rate 
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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 

44 
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Findings from McKinsey & Company: 
“While we cannot say for certain whether 
these sectors will deleverage, we do know 
that nearly every significant financial crisis in 
the post-World War II period was followed by 
a lengthy and painful period of deleveraging.  
These episodes lasted on average six to 
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.” 

MCKINSEY ON FINANCE: PERSPECTIVE ON CORPORATE FINANCE & 
STRATEGY 

46 

2010 
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MCKINSEY REVISITED FIVE YEARS LATER: DELEVERAGING NEVER 
OCCURRED! 

47 

“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.”  

" After the 2008 financial crisis and 
the longest and deepest global 
recession since World War II, 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.”  
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United States 
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Advanced Economies 
(percent of GDP) (percent of GDP) 

THE MASSIVE GLOBAL DEBT OVERHANG HAS YET TO BE RESOLVED 

Nonfinancial Debt 

 
 
Notes:  
Source: Bank for International Settlements, International Monetary Fund, Gluskin Sheff  
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“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. I 
mean, that’s a smart thing, not a 

stupid thing.” 
 

Donald Trump, June 22, 2016 

THE KING OF DEBT 
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THE DONALD UNPLUGGED  

50 
 
Notes: 
Source: Haver Analytics, Gluskin Sheff  

(percent) 

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

51 

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  

(percent) 

United States: Nonfinancial Debt-to-GDP with Trump’s Policy Proposals 
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Notes:  
Source: Bank for International Settlements, Haver Analytics, Gluskin Sheff 

United States 

52 

Advanced Economies 
(vertical axis: real GDP Growth) 
(horizontal axis: nonfinancial debt-to-GDP) 

(vertical axis: real GDP Growth) 
(horizontal axis: nonfinancial debt-to-GDP) 

GDP Growth versus Debt Burden 

HIGHER DEBT RATIOS COINCIDE WITH LOWER GDP GROWTH 
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Notes: 
Source: Wikipedia 
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BUSINESS CREDIT DEMAND NOT MERELY SLOWING BUT CONTRACTING 

54 

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

(net share; percent) 
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COMMERCIAL REAL ESTATE LOAN DEMAND IS FALLING 
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Notes: 
Shaded regions represent periods of U.S. recession 
Source: Haver Analytics, Gluskin Sheff  

(net share; percent) 

United States: Banking Sector CRE Loans 
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CONSUMER LOAN DEMAND HAS CONTRACTED ACROSS A BROAD FRONT 

56 

 
 
Notes: 
Source: Haver Analytics, Gluskin Sheff  

(net share; percent) 
United States: Banking Sector Consumer Loans 
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Notes:   
Source: Ben Bernanke, Deflation: Making Sure “It” Doesn’t Happen Here (November 21, 2002) 

THE END GAME IS THE DEBT JUBILEE 
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Notes:   
Source: Globe & Mail – November 16, 2016 
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Notes:  
Source: Haver Analytics, Gluskin Sheff 

Population 

60 

Share of the total population 
(millions) (percent) 

THE FIRST OF THE BABY BOOMERS TURNED 70 THIS YEAR! 

United States: Adults Aged 70+ 
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Notes: 
Source: USA Today (February 14, 2017) 
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Notes:  
Source: Haver Analytics, Gluskin Sheff 

Median Family Net Worth 

62 

Families Which Saved Income 
(thousands of 2013$; family head is 65-74 years of age) (percent; family head is 65-74 years of age) 

NET WORTH STILL UNDERWATER; SAVINGS NEED TO BE REVISITED 
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Notes: 
Source: The New York Times (March 5, 2017) 



Gluskin Sheff + Associates Inc. 

YOU’RE NOT GETTING OLDER, YOU’RE GETTING BETTER (AND NOT 
RETIRING)! 

64 

 
 
Notes: 
Source: Haver Analytics, Gluskin Sheff  

(year-over-year percent change) 

United States: Employment By Age Cohort 
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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:   
Source: Haver Analytics, Gluskin Sheff  
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Notes:  
Source: Haver Analytics, Gluskin Sheff 

Bond Holdings By Age 
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Stock Ownership By Age 
(inflation-adjusted U.S. dollars, median) (percent share) 

BOOMERS BOND WITH BONDS 
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BOND YIELDS AT HISTORICAL LOWS 

 
 
Notes:   
Source: Homer & Sylla’s “A History of Interest Rates”, Shiller’s “Irrational Exuberance”, Gluskin Sheff  

Historic Global Interest Rates 
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“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.” 

 
Stephen Poloz 

September 20, 2016 

POLOZ COMES TO THE SAME CONCLUSION  

 
 
Notes:   
Source: Bank of Canada, Living with Lower for Longer, September 20, 2016  
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Notes: 
Source: Financial Times (February 7, 2017) 

“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.”  
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Notes:   
Source: Wall Street Journal  – July 7, 2016  

71 

Buying equities for income 
always has been a strong 

idea. This strategy has 
simply become 

turbocharged. But buying 
bonds for speculative capital 

gains looks far more 
dangerous. 

 
Traditional assumptions 

about asset classes are being 
turned on their heads.  
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A YIELD-STARVED WORLD 

 
 
Notes:  
As of May 18, 2017  
Source: Bloomberg, Gluskin Sheff  
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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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Notes:   
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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