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July 2021                                                      The Quarterly 
 
With this commentary, we plan to communicate with you every month about our thoughts on the markets, some snapshots 

of metrics, a section on behavioural investing and finally an update on MacNicol & Associates Asset Management 

(MAAM). We hope you enjoy this information, and it allows you to better understand what we see going on in the 

marketplace. 

“In the absence of the gold standard, there is no safe way of protecting savings from confiscation through inflation” 

- Alan Greenspan 

The Numbers:   
 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 

 
 
 
 

 

 

 

Index:             2021 Calendar Year: 
S&P/TSX:            15.6% 
NASDAQ:            12.5% 
Dow Jones:            12.0% 
S&P 500:            14.2% 
Interest Rates:   Canada         USA 
90-Day T-Bill:     0.13%         0.05% 
5-Year Bond:      0.99%         0.89% 
10-Year Bond:      1.42%          1.48% 
30-Year Bond:      1.87%         2.09% 
Economic Data: 
 

* Futures for Canada's main stock index rose, a day after 

the main stocks index posted its worst day in over a 

week 

 * The Dow edged higher, while investors looked 

forward to consumer confidence data amid concerns 

about rising inflation and a spike in new COVID-19 

cases across Asia  

* A jump in industrial and financial stocks lifted 

European shares as investors bought into sectors set to 

benefit from a steady economic recovery 

* Japanese equities sold off as strength in tech wasn’t 

enough to offset weakness in cyclicals  

• Japanese shares slumped, with weaker cyclical 
stocks outweighing gains in technology firms  

• Gold prices fell, dented by the U.S. dollar's 
gains  

• Oil prices dropped for a second day on worries 
about slower fuel demand growth 

 

 

 

 

Valuation Measures: S&P 500 Index 
 

Valuation Measure        Latest      1-year ago

   
P/E: Price-to-Earnings  46        32 
 

P/B: Price-to-Book  4.6        3.4 
 

P/S: Price-to-Sales  3.2        2.3 
 

Yield: Dividend Yield  1.3%        1.9% 
 
2021 Calendar Year Performance, by Sector: June 28th, 2021 
 
S&P/TSX Composite       15.6% 
NASDAQ        12.5% 
Dow Jones Industrials       12.0% 
S&P 500        14.2% 
Russel 2000 (Small Caps)      18.7% 
MSCI EAFE        8.5% 
Crude Oil Spot (WTI)        53% 
Gold Bullion ($US/Troy Ounce)      -6.6% 
SOX Semi-conductor Index       19.8% 

VIX Volatility Index       -64% 
 
Source: Canaccord Genuity Capital Markets & Thomson Reuters 
 

 

 

 
Source: Jeffrey Saut, Raymond James 
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Foreign Exchange - FX 

  
We continue to survey all the Banks and some Custodians to compare Foreign Exchange Rates charged. As you can see in 

the chart below some of these Institutions are charging considerably more than previous months when we did our first 

comparison. We tried to include some other firms, but they do not post public rates online or require a membership fee. Let 

us know if we have left any organization off here and we will try to include in future publications. 
 

 
 

The $100,000 pick up truck, the genius economist, and the flying sommelier… 
 

 
 

One million years…that’s how long I thought I would have to wait for a day when a pick-up truck would make 

the vehicular equivalent of the “sunshine” list. Yet, as you can see for yourself, a little less than a week before I 

sat down to write you this commentary, Renfrew Chrysler advertised the above rig on Autotrader for an eye 

watering $101,730. Now this bruiser is by far the most expensive (non-commercial grade) truck I have ever seen 

in my entire life, oh, and I almost forgot…taxes and registration fees are extra.  

As of Jun 30, 2021   9:00 AM 5,000$                                               Cdn

Banks Rate Buy USD Cost % Difference from Spot Rate

CIBC No Public Rate Posted Online

Interactive Brokers 1.2383 4,038$   (11)$          -0.3%

Laurentian Bank No Public Rate Posted Online

National Bank 1.2510 3,997$   (52)$          -1.3%

Raymond James 1.2530 3,990$   (59)$          -1.5%

Royal Bank 1.2641 3,955$   (94)$          -2.4%

Scotia 1.2717 3,932$   (117)$       -3.0%

TD 1.2739 3,925$   (124)$       -3.2%

Canadian Snowbird 1.2174 4,107$   58$           1.4%

Spot Rate 1.2348 4,049$   -$          0.0%
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Now I have tended to own smaller vehicles over most of my time as a driver and yes cost of ownership is a factor. 

Gas prices can and do fluctuate, particularly if you happen to have an apartment building sized container ship 

blocking the Suez Canal, or when a major US energy pipeline is hacked or just prior to the US driving season 

following a pandemic in which most people basically just sat at home. The ability to easily zip around town and 

squeeze into smaller parking spots or spots that aren’t technically even parking spots is a feature of smaller vehicle 

ownership that is not only advantageous but endearing. The thing is though, after a while you begin to notice just 

how cramped smaller vehicles can be. And this is all the more noticeable on longer journeys, like the nearly 62 

minutes it takes me to drive from my home in (Port Hope), sorry couldn’t resist, Scarborough, to my office at 130 

Bloor Street. Some more space sure would be nice like a dashboard that can sleep two kids or a center console 

area that can hold more files than my office. Then, there’s the occasional task that only a full-sized pick-up truck 

can do such as dislodging the aforementioned apartment building sized container ship stuck in the Suez Canal or 

moving a mountain that happens to be blocking a major US transportation artery. What’s more, today’s pick-up 

trucks are also more intelligent and sophisticated than their predecessors. That Ram currently on sale by the good 

folks at Renfrew Chrysler is no stupid mountain goat. It features numerous cameras that help you park without 

steamrolling that expensive Mercedes that (use to be) right behind you, a blind spot warning system that knows 

when you are towing an apartment sized container ship behind you and even can be outfitted with a computer 

controlled air suspension system that can be adjusted to the desired level of “I’m cooler than you” ride heigh.  

 

Very impressive…  

 

But muscle, capability, and techno gadgetry aside, if the simple fact that pick-up trucks can now cost over 

$100,000 isn’t yet another piercing sign that inflation is getting out of hand then I really don’t know what is. For 

most, inflation just sort of popped out of nowhere, for others inflation has been more a sort of an intangible 

presence silently destroying capital without them even thinking about thinking about it. One fellow who has been 

thinking about inflation an awful lot is economist John Williams who presented to our investment team about two 

weeks ago. Williams received an A.B. in Economics, cum laude, from Dartmouth College in 1971, and was 

awarded a M.B.A. from Dartmouth's Amos Tuck School of Business Administration in 1972, where he was 

named an Edward Tuck Scholar. Williams has developed a reputation as an expert in the way the Government 

reports economic statistics. 

 

 
 

[John Williams, not to be confused with John C. Williams the Federal Reserve Governor, is an expert in Government statistics. They are a funny thing, 

statistics: when they don’t support whatever it is your agenda happens to be, you can always choose other statistics that do. I wonder if Renfrew Chrysler 

would sell me a new Ram pick-up truck without the engine, transmission, wheels or brakes?] 
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During the Q&A session, I did not ask Mr. Williams whether he felt that a world in which $100,000 pick-up 

trucks was a world in which inflation was potentially getting out of hand, nor did I ask him if he would order one 

in red or dark blue. You see I didn’t have to and that’s because one of the slides in Mr. Williams’ presentation 

was this one: suffice it to say…definitely not red… 
 

 
 

[Williams’ suspects that inflation has long been running higher (dark blue line) than Government officials would care to admit (red line) and he also notes 

that more fundamental measure of economic health exists, payrolls.] 

 

Now apart from not being a gear head like me, Mr. Williams mentioned to our group that a more fundamental 

measure of economic activity exists, payrolls. Unfortunately, that particular statistics is not heading in the same 

direction as inflation. 

Payrolls… 

So, investors looking for signs that pandemic era dislocations in the labor market are popping back into place 

because of vaccines will have to keep looking. Sequential payroll shortfalls in April and May make achieving 

June’s estimate of 700,000 non-farm payrolls appear ambitious. Remember the May non-farm payroll’s report 

indicated that the U.S. economy added 559,000 jobs versus consensus estimates of 650,000. That’s not even 

close… 
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[Payrolls crumbled when COVID came. PPE and vaccines gave us great hope but also potential futility.]   

Job openings and new hires, a gap wider than a pick-up truck’s dashboard… 

I am sure you are aware that COVID compounded the pre-existing problem of the unemployed from being 

disincentivized to seek work. Critics of enhanced federal unemployment benefits insist that continued emergency 

fiscal support is in fact a disincentive for the unemployed and that too many would be workers are being paid to 

stay home. High turnover and tales of firms having to entice workers with more generous offers in order to yank 

them from the sidelines are common in the media and seem to conflict with the idea of short falls in payroll 

reports. The business surveys we scrub through at our Thursday Research Meetings highlight the widening 

divergence between vacancies and new hires. 

 

[The spread between job vacancies and new hires is the highest it has been in 2 decades, could this be a long-lasting COVID side-effect?] 

https://i1.wp.com/heisenbergreport.com/wp-content/uploads/2021/06/JuneNFPEstimate.png?ssl=1
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Low hanging fruit… 

Over 24 million people lost their jobs in just eight weeks last year and it has taken time for many of them to get 

back to work (8 million remain on the side lines). To give you a sense of how long it can take to create twenty 

million jobs, it took most of the post financial crisis era to create the nearly 21 million jobs shown below. For that 

reason and others, John Williams reckons current payroll growth as consistent with a depression when compared 

to pre-pandemic levels. A recalibration of how corporate managers think about labor is certainly a problem and 

we have communicated that view ourselves. However, another aspect of labor not currently factored into investor 

expectations is work-from-home as a permanent change to the way work is done. These arrangements suggest 

that some seek better balance and flexibility in their lives rather than just a pay cheque. And many highly skilled 

workers today may be reevaluating their situation with an eye towards applying for jobs in the future that allow 

them to use their degrees to work from home. 

 

[COVID did more than just erase a decade’s worth of job gains, it created labor market scar tissue that might never heal.] 

The Flying Sommelier 

One recent example about how the composition of labor has changed was an Airline Pilot I met who became a 

sommelier during the pandemic. Ryan Sullivan, whose details I will share in the Firm News section at the end, 

missed his steady Pilot’s pay during the lockdown, but he was able to take his love of wine to the next level by 

creating a business that was ready for take-off and enjoyed a smooth flight. But Ryan’s story is a good one – not 

all workers were so lucky. And all of this makes it challenging to determine whether labor markets are 

underperforming or being held back. Indications that the labor market is set to grow more rapidly might compel 

Central Banks to reassess their stance on more definitive policy tightening thresholds. Some Fed officials believe 

that threshold has either already been met, or else will be within the next three months. We feel that based on the 

eye watering prices of things like pick-up trucks, and our discussions with an Economist, the threshold was 

probably met quite a while ago. Equally important however is if labor markets do not improve to the extent that 
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those who are able to work encourage a ballooning of the permanently unemployed which may parallel an uptick 

in inflation for those least equipped to handle it. And governments, not just in the United States and Canada but 

globally will have to weigh in on whether the existing stimulus programs function as an appropriate social safety 

net or a disincentive system that dulls skills and frustrates employers. At the end of the day genius economists 

aren’t buying $100,000 pick-up trucks and most able-bodied people, I feel, really just want to work and be 

successful. While we believe that eventually things sort themselves out and granted COVID has had a lot to do 

with this, we cannot help but feel that the growing divergence between inflation and the labor market was a 

problem long before COVID even existed. Thanks to the excellent work from our partners like economist John 

Williams, our Investment Team has positioned portfolios to always ensure you can afford your lifestyle both 

today and when I update you in the near future about my discovery of a $200,000 pick-up truck. 

The MacNicol Investment Team 

 

 

The solution to low oil prices... 

 

…low oil prices… 

 

 
 

Back in 2014, OPEC decided that enough was enough, and that they would regain the control over global oil 

prices. Years of American investment in hydraulic fracturing1 at the Bakken, Eagle Ford, Marcellus and Permian 

Basins meant American consumers and business simply didn’t need as much oil as they use even though they still 

needed it. But now, after a year long bear market, oil and energy in general is starting to look pretty good. When 

energy prices collapse, the oil and gas industry is forced to batten down the hatches with major cuts to capital 

expenditures, head counts and investor incentives like juicy dividend payments. It’s a culling process and it isn’t 

pleasant. 

 
1 Injecting water, sand, and chemicals under high pressure into a bedrock formation via the well. This process is intended to create new fractures in the rock 

as well as increase the size, extent, and connectivity of existing fractures. Hydraulic fracturing is a well-stimulation technique used commonly in low-

permeability rocks like tight sandstone, shale, and some coal beds to increase oil and/or gas flow to a well from petroleum bearing rock formations. 
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But it can result in an opportunity borne out of chaos. Some investors have drilled down and begun investing in 

oil and gas companies recently, rolling the dice on one of the most out-of-favor sectors any of us have seen in a 

while. In some ways, oil and gas company investments remain a gamble in the short-term due to the uncertainty 

around the sustainability of the global reflationary post-pandemic push forward. And very-long term investors 

point to solar and wind technology as one day spilling into oil’s cut of the global energy market. We appreciate 

both sides of that argument but at the present moment, it remains purely an argument. 
 

A decade ago, investors were diving into the energy space like mad. They couldn’t get enough, and Canadian 

investors were in many ways more brazen than their global counterparts and Canadian energy executives swung 

for the fences because that’s what shareholders wanted. I specifically recall dozens of promotional road shows 

sponsored by shale companies seeking investment capital for free cash flow negative drilling sites, horrendous 

acquisitions made at cyclical peaks and dividend payments that never should have been made. Capital wasn’t 

hard to find back then, energy executives didn’t have to twist any arms. 
 

 
 

[In June of 2014, Baytex Energy CEO James Bowzer acquired Aurora Oil and Gas for $1.8 billion. Baytex also agreed to assume $740 million worth of 

Aurora’s debt for – among other assets – 22,200 net contiguous acres in the Sugarkane Field of South Texas a core liquids-rich section of Eagle Ford shale. 

The deal increased Baytex’s production by one-third to, or around 85,000 BOE, which would have made Baytex about the size of rivals like more globally 

diversified Vermillion Energy. Unfortunately, when oil prices collapsed, Baytex shares like so many others got destroyed.] 

To be clear, we are not singling out Baytex Energy: acquisition binges hell bent on raising production volumes 

were all the rage back then. Strike when the iron is hot as the saying goes. The trouble is, such behavior, in a 

cyclical space like energy resulted in a period of oversupply and with energy pretty much everywhere OPEC was 

unable to maintain control over a market long been viewed as theirs. Knowing that many fields in North America 

were productive only at very high oil prices, OPEC did what any corporation that would like to squeeze out a 

higher cost competitor would do: they flooded the market with even more oil. And this is why today’s energy 

investing needs to be conducted through a more watchful eye and with a more methodical approach. Energy 

companies aren’t being rewarded with new investment capital for building empires. They are being rewarded for 

prudent balance sheet management, implementing more disciplined drilling, or fracturing programs and 

generating positive free cash flow so that distributions to investors can be made more reliably.   
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Speaking of reliability, we believe locational drivers of energy demand will play a role in security selection much 

in the same way as a company’s product mix. 

 

[Global oil demand is forecasted to hit over 100 million BOE per day by 2023 but you’d be surprised as to where it is coming from.] 

Global demand for crude oil in 2020 declined to 91 million barrels per day and is projected to increase to 96.5 

million barrels per day in 2021. The decrease in 2020 was due to the impacts on oil consumption caused by the 

Coronavirus Pandemic, including widespread shutdowns across the world. When compared to the daily oil 

demand of 86.4 million barrels in 2010, the increasing demand trajectory that occurred in the past decade is 

nevertheless still clear. What may not be as immediately apparent is the source of the demand: 

 

[By 2025, global oil demand in India, China and the Asian South Pacific will eclipse all OECD demand combined.] 
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Big countries like the United States and others in the G7 also outsourced part of their energy consumption to 

emerging markets over the past two decades through globalization. One reason why G7 countries were able to 

moderate energy usage for the past two decades is that some of our more energy intensive businesses were sent 

to other parts of the world. To us, this suggests that as you look further out, emerging markets energy consumption 

is likely to check in above expectations. Losing streaks in markets are painful to watch and worse to endure, but 

they aren’t always such a bad thing. Depressed energy prices shook out weaker hands in the sector, fostered a 

culture of investment prudence where executives had to show investors a plan or risk being shown the door and 

broadened out the use of innovative energy technologies.   

At MacNicol & Associates Asset Management we are still very early into our foray back into the energy sector 

and while we will admit it looks appealing, we are not yet prepared to dive in head-first. Rising numbers of the 

“delta” variant of COVID and more copious output guidance from OPEC underscore the cyclicality of energy 

generally. And all the while the energy picture has been complicated by clean energy credits and carbon footprint 

taxes, that add to the problems with nuclear, the unpredictable nature of wind and solar and the growing issue of 

“e-wastes” and used fuel cell and battery casing covering the globe with electricity. Above all else, we think that 

given more energy the world will simply use more energy, so we do not see renewable energy sources as 

displacing oils but simply getting in on more of the action.  

The solution to low oil prices was indeed low oil prices but at this point we are still only thinking about making 

deeper investments in the energy space, which I suppose is a step ahead of thinking about thinking about making 

deeper investments in the energy space.  

Behavioural Investing  

Patience… 

 

A new study conducted at the Okinawa Institute of Science and Technology Graduate University (OIST), Japan, 

has revealed that serotonin released in the orbitofrontal cortex and the medial prefrontal cortex is vital in the 



     
 

 

 
11 

regulation of patience. I wonder whether the Institute will put out a report reminding investors about the 

importance of patience.  

In an investment environment characterized by uber accommodative monetary, fiscal stimulus and strong 

rebounds in reflationary trades, some investors have made quick profits with no demonstrable exit strategy or 

barrier of downside protection.  

Other investors, such as those heavily allocated to more cyclical reflationary markets, have now seen the impact 

that strong 30, 60 and 90-day performance reflected in their portfolio statements by now. It may feel like a lot but 

despite the S&P/TSX Composite Index having reached well over 20,000 points this year, the index still trails the 

bigger, broader S&P500 index by a wide margin [104% versus 43%] when viewed from a more appropriate 5-

year window. 

 

[Serotonins can help you feel better, but it can also make you invest wiser. Investing takes patience but we acknowledge that a few lucky trades or a strategy 

heavily slanted towards one cyclical industry group can leave you feeling underwhelmed when other investments do not perform in the same way.] 

In the same way the OIST has deepened our understanding of the role serotonin plays on patience, we hope that 

we can play a role in helping you understand the important role that patience plays when it comes to your 

investments. Remember, the seduction of “timing” your way into certain stocks or certain sectors can prove to be 

irresistible during strong periods or near all time highs. But in the real-world, time is your friend and regular 

evaluations are needed to ensure your investments are working to achieve your goals, and “checks and connects” 

with your manager team can help manage your patience if serotonin simply isn’t.  

 
 

[Merrill Lynch commissioned a study in which a $1,000 investment was made during each of the past three decades. A fully invested strategy was compared to 

two variants of a timing strategy that missed just a handful of the best performing months. The results speak for themselves.] 
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We get it, investing can be frustrating and a real test on one’s patience at times, and that’s why we think periodic 

discussions with your Portfolio Manager can really help.  
 

The MacNicol Investment Team 

 

Firm News 
 

As vaccinations in Ontario increase, the ability to see parts of our families are increasing.  Ken Reid, a Research 

Analyst with our firm was able to visit his Grandparents for the first time in a while and enjoy each other’s 

company. We hope this trend continues and friends and family continue to reunite in person this Summer. 

 

Ryan Sullivan is the Flying Sommelier…a person that is as qualified to take you for a flight over the Okanagan 

Valley wine region as he is to discuss its various gems…and his website can be found here: 

https://www.theflyingsomm.ca/ 

 
MacNicol & Associates Asset Management Inc.  

 

https://www.theflyingsomm.ca/

