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Disclaimer 

“You can suffer through discipline, or you can suffer 
through regret”. 

I don’t know who said the above quote, but it rings true in so 
many ways. When I first read it, I immediately thought about 
healthy eating. You can enjoy the pizza and suffer through 
regret later, or you can skip the pizza and suffer through the 
discipline of watching everyone else ram that delicious cheesy 
goodness down their gullets. Coincidentally, this idea of disci-
pline and regret also works with financial plans! 

According to Russell Investments 2023 Canadian study ‘Value 
of an Advisor’, full-service advisors added 4% of value to their 
client’s overall wealth. A large part of this is through behavioral 
coaching and helping clients maintain discipline over their 
money. We all know 2022 was a terrible year for investors, 
with negative returns not seen since the 2008 recession.  

Ryan Simone,  

CFP, CLU, CHS 

Sergio Simone 

When most people think about permanent life insurance, it’s 
usually seen as a passive asset. The reality is, as I have re-

cently learned, that it can unlock opportunities for policyhold-
ers who are looking for a convenient line of credit. In our expe-
rience, individuals tend to seek loans or lines of credit to invest 

in their business or in the markets, carry out renovations, or 
meet other financial needs such as creating a source of retire-
ment income. In a rather unconventional way, it’s the case that 

a permanent life insurance contract can provide exactly that 
flexibility. Many contracts may help generate a significant cash 
surrender value, which as a reminder, refers to the amount of 

cash you will receive if you forfeit or surrender the policy.  

www.kpwfinancial.com 

Since we are at the mid-point of the year, I thought I would 
begin this editorial with a quick recap of 2023-to-date.  

Highest inflation rates in 40-years, rising interest rates, falling 

profits, stress in the banking sector, Russia/Ukraine war, debt 
ceiling debate, continual bombardment by media on “inevitable 
recession” in 2023. With all that has been going around me, if I 

was the type of person who did not follow my portfolio, I would 
be convinced that it must be ravaged by now. To look at my 
portfolio and see that it is up after all of the negative issues, 

leaves me in awe. 
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DISCIPLINE OR REGRET 

“Stop trying to predict the direction of the stock market, the economy or the  

elections.” Warren Buffett 
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THE TAX  

ADVANTAGES OF 

THE FHSA 

TAKE ME TO 2023 

CIBC TAX TOOLKIT 

http://www.kpwfinancial.com
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https://livesharecan1.seismic.com/i/9eLtrasK23vRJlLd2AUNOCMcWTHPLUSSIGNVsqoMWM50JF___R1Ii6df0kM6m3wFuIlDGsPLUSSIGNRQkwFK1YVjwSGMFIVEHPLUSSIGNPkpXLsuHIhOtkUvgiozucebtYlW177bo8IQM6jeYr0BnJaIal8vMqJ7df4q8q2EJ___HfchPLUSSIGNbDlgcbAsYBZnOOqqiuMEQUALSIGN?initial
https://livesharecan1.seismic.com/i/9eLtrasK23vRJlLd2AUNOCMcWTHPLUSSIGNVsqoMWM50JF___R1Ii6df0kM6m3wFuIlDGsPLUSSIGNRQkwFK1YVjwSGMFIVEHPLUSSIGNPkpXLsuHIhOtkUvgiozucebtYlW177bo8IQM6jeYr0BnJaIal8vMqJ7df4q8q2EJ___HfchPLUSSIGNbDlgcbAsYBZnOOqqiuMEQUALSIGN?initial
https://www.cibc.com/content/dam/personal_banking/advice_centre/tax-savings/tax-toolkit-en.pdf
https://www.cibc.com/content/dam/personal_banking/advice_centre/tax-savings/tax-toolkit-en.pdf
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The KPW Team would like to  

Congratulate Bruce for winning our 

“Book Your Annual Review” contest. 
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The Fund aims to achieve over the longer term the highest pos-

sible return that is consistent with a fundamental investment phi-

losophy through investment in broadly diversified securities, by 

region and industry, invested primarily in the US markets. The 

Fund will, through the use of risk and portfolio management tech-

niques, reduce the draw down potential that is typical of long 

only equity portfolios. This active management is expected to 

provide a margin of safety and, over the long term, smooth out 

the returns in comparison to long only equity portfolio  
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BLOG OF THE 

MONTH 

The following graphs are excerpts from the 2023 Fidelity 

Retirement Report—Helping Canadians Think About Re-

tirement. 

The report is focused on how Canadians near, and already in, 

retirement approach the next stage of their lives. This is the 

18th year the report has been conducted. 

You work hard. You sacrifice to save. You risk your money in the 

market over your working lifetime and you trust your bank to treat 

you fairly. But your bank strips away half of your lifetime invest-

ment returns in fees, costing you tens of thousands, or even hun-

dreds of thousands, of dollars. Without realizing it, millions of Ca-

nadians are in precisely this position. 

 

How does the industry pull this off? The big Canadian bank, and 

by extension our entire financial industry, brilliantly capitalize on 

the combination of individual investors' poor understanding of 

fees, deep loyalty, and misplaced trust by charging Canadians the 

highest investment fees in the world. There is a better way!  

A reader asks: 
My wife and I are 42 with a 13-year-old son. We moved to Phoenix, AZ as immi-
grants 7 years ago with just a couple thousand dollars to our name. Since then 
have slowly progressed in our careers. At this point, here’s what we have accom-
plished financially: 
Annual combined income: $350k; Cash in checking accounts: $230k; Mortgage: 
$530k (28 years left); Investments through 401k, 529 plans: $100k; Stock Market: 
$75k; Savings rate/month: $8k/month. 
 
We both plan to work for the next 13 years and then think about retirement. I need 
your suggestion on what options I have to better utilize the cash in checking ac-
counts. Should I invest them into ETFs or blue chips in a lump sum? Or should I 
plan to invest in real estate for some passive income?  

BOOK OF 

THE MONTH 

BEAT THE BANK 

- by Larry Bates 

HOW DO CANADIANS FEEL ABOUT RETIREMENT  

PLANNING? 

FUND OF THE 

MONTH 

CANOE DEFENSIVE U.S. EQUITY  

PORTFOLIO CLASS—SERIES F 
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CHART OF THE MONTH

Close gain loss

CHART OF 

THE MONTH 

HOW TO INVEST IF YOU’RE SITTING ON A PILE OF  
CASH RIGHT NOW 

https://blogs.imf.org/2021/10/12/a-hobbled-recovery-along-entrenched-fault-lines/?utm_medium=email&utm_source=govdelivery
https://blogs.imf.org/2021/10/12/a-hobbled-recovery-along-entrenched-fault-lines/?utm_medium=email&utm_source=govdelivery
https://www.canoefinancial.com/mutual-funds/canoe-defensive-us-equity-portfolio-class
https://www.canoefinancial.com/mutual-funds/canoe-defensive-us-equity-portfolio-class
https://awealthofcommonsense.com/2023/06/how-to-invest-if-youre-sitting-on-a-pile-of-cash-right-now/
https://awealthofcommonsense.com/2023/06/how-to-invest-if-youre-sitting-on-a-pile-of-cash-right-now/
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COMPARING ESTATE PLANNING: ‘LEAVE 

IT TO BEAVER’ VS. ‘MODERN FAMILY’ 

Many people chalk up the success of ultrahigh net worth individuals (UHNWI) to 

luck or trust funds, but the truth is, most of these people have common character-

istics and strategies when it comes to guarding and growing their wealth. 

And I’m not talking about obvious habits like “start investing early,” which I’ve read 

in countless lists. There are real, practical tools that multimillionaires and billion-

aires use. 

PRIVATE WEALTH 
INFORMATION AND SOLUTIONS FOR HIGH NET WORTH INVESTORS  

WHO SHOULD BE MY BENEFICIARY 

Deciding: who should be my beneficiary may be a no-brainer for some people. But 

for others, it might be a bit more difficult. Do you leave the assets in your estate 

solely to your spouse? To your children? To a charity? To multiple family mem-

bers or friends? More importantly, which assets even need beneficiaries?  

You’ll designate beneficiaries for several types of assets - from your Will to your 

Life Insurance policies - and while there is no hard or fast rule about who to 

choose, there are some things you should be familiar with so you can make the 

best, most informed decisions possible.  

 

The inaugural Fidelity Retirement Survey was conducted in 2005, and every year 

since then we have been providing insights into the attitudes and behaviour of Ca-

nadian pre-retirees and retirees. While it may feel like another lifetime, it was just 

over three years ago that the WHO declared COVID-19 a pandemic, one that has 

now reached something of an equilibrium. However, as one situation stabilizes, 

other factors become less so. Many wonder, will volatile markets continue? How 

high will policy interest rates go? When will inflation return to its 2% target rate? Is 

Canada in a housing bubble? Where is the Canadian dollar going? These are all 

good questions, with implications for retirement, but there are no easy answers in 

sight.  

STRATEGIES ULTRAHIGH NET WORTH 

INDIVIDUALS USE TO BUILD WEALTH 

AND KEEP THEIR WEALTH 

As a child, I grew up watching Leave It to Beaver with Ward and June Cleaver, 

Wally, Theodore (the Beaver) and Eddie Haskell. The estate planning goals 

and challenges for families like the Cleavers are often less complex than those 

of the blended family today. More often, all assets are left to the surviving 

spouse with few, if any, restrictions. 

There was little or no concern that Ward or June would disinherit the children 

after the first spouse’s death. At the death of the surviving spouse, the kids 

(Wally and Theodore) would receive their respective shares of the trust estate, 

perhaps at appropriate ages when they were financially mature enough to 

manage the wealth. There was little concern then about long-term divorce or 

asset protection. 

To Page 1 

2023 FIDELITY RETIREMENT REPORT 

https://www.kiplinger.com/retirement/estate-planning-leave-it-to-beaver-vs-modern-family?utm_term=58A1DF62-91B4-4BA5-B25F-DC88E328F874&utm_content=B0EAD2F1-335A-4C58-82CB-8D38CDE56C9B
https://www.kiplinger.com/retirement/estate-planning-leave-it-to-beaver-vs-modern-family?utm_term=58A1DF62-91B4-4BA5-B25F-DC88E328F874&utm_content=B0EAD2F1-335A-4C58-82CB-8D38CDE56C9B
https://trustandwill.com/learn/who-should-be-my-beneficiary
https://www.forbes.com/sites/forbesfinancecouncil/2023/05/15/strategies-ultrahigh-net-worth-individuals-use-to-build-and-keep-their-wealth/?sh=2bfd35fc4b45
https://www.forbes.com/sites/forbesfinancecouncil/2023/05/15/strategies-ultrahigh-net-worth-individuals-use-to-build-and-keep-their-wealth/?sh=2bfd35fc4b45
https://www.forbes.com/sites/forbesfinancecouncil/2023/05/15/strategies-ultrahigh-net-worth-individuals-use-to-build-and-keep-their-wealth/?sh=2bfd35fc4b45
https://livesharecan1.seismic.com/i/9eLtrasK23vRJlLd2AUNOCMcWTHPLUSSIGNVsqoMWM50JF___R1Ii6df0kM6m3wFuIlDGsPLUSSIGNRQecumsvK8g8EPXPTTBnEOXgj2cMwaHEFfTgGG34aSuyYwrkQMrpRwFFNlxdxrMb___u?initialDoc=c46295b3-0e5f-49a9-af0d-079f81589a64
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WHY YOUR COMPANY NEEDS A 

GOOD BANKING RELATIONSHIP 

How many times have you heard somebody say, “Banks only lend to companies 

who don’t need the money.”? I have heard that comment frequently over the past 

10 years. Now, with the benefit of hindsight, I realize it was those companies who 

valued their banking relationships and were always prepared to talk to the bank 

who received the funding. The first step in building a solid bank relationship is to 

value what a bank can mean for you. Many executives still view a bank as a ven-

dor, selling money, rather than a partner, providing ideas and solutions to improve 

their business. 

CORPORATE  

CULTURE 

FAMILY BUSINESS SUCCESSION PLANNING: 

ENSURING A SMOOTH TRANSITION 

If you’re running a family business, you likely hope to pass it on to your children 

one day. After all, you’ve invested significant time building it so that you can pro-

vide for your family, give your kids a solid start in life, and pass on your legacy. 

Unfortunately, a majority of business owners don’t have a concrete plan in place 

for succession, and many end up delaying retirement because issues arise during 

the transition that they were not prepared for.  

Though you may not be expecting to retire for decades, it’s important to start 

thinking about your family business’ transition today. Your children will need time 

and support to develop the skills required to take over your business.   

In a digital world, businesses need e-commerce capabilities to become and stay 

competitive. The Canada Digital Adoption Program (CDAP) offers two grants to 

help owners leverage technology to get online, reach more customers, operate 

more efficiently, and propel their businesses forward. 

Even if you own a brick-and-mortar business, the benefits of implementing digital 

capabilities are undeniable. Not only can you reach a broader range of customers 

when you take your business online, but digital technology can also help you auto-

mate tasks, develop more efficient processes, boost your brand presence, and 

access a greater selection of inventory and suppliers. 

WHY IS A BUSINESS PLAN  

IMPORTANT? A COMPLETE GUIDE 

If you want to build a successful business, you may be interested in learning 

why a business plan is important. Business plans require reflection on your 

career goals, the anticipation of challenges, and an overview of the estimated 

financial information. Knowing more about the elements of a successful busi-

ness plan can help you write more efficient plans of your own. In this article, we 

answer the question, "Why is a business plan important?", review its benefits, 

and provide tips to help you develop your own effective plan.  

To Page 1 

WHAT BUSINESS OWNERS NEED TO KNOW 

BEFORE APPLYING FOR THE NEW CANADA 

DIGITAL ADOPTION PROGRAM (CDAP) 

https://cfo.university/library/article/why-your-company-needs-a-good-banking-relationship-cfouniversity
https://cfo.university/library/article/why-your-company-needs-a-good-banking-relationship-cfouniversity
https://rickorford.com/family-business-succession-planning-ensuring-a-smooth-transition/
https://rickorford.com/family-business-succession-planning-ensuring-a-smooth-transition/
https://ca.indeed.com/career-advice/career-development/why-is-business-plan-important
https://ca.indeed.com/career-advice/career-development/why-is-business-plan-important


Gerald Du Manoir, Equity Portfolio Manager 

 

WHY RANGE BOUND MARKETS MAY BE HERE TO STAY 
THIS SUMMER 

After an up and down start to the year, equity markets like the 

S&P 500 Index have traded in a much tighter range over the 
past couple of months. Why do investors seem so direction-
less?  Investors are playing the waiting game right now. In par-

ticular, they’re waiting for the U.S. economy to soften enough for 
the U.S. Federal Reserve to cut rates.  
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GLOBAL MACRO UPDATE 

Forecasters expect the US economy to trail other major 

economies next year. But, in our view, Canada is clearly in a 

worse spot than the US. While both countries have had solid 

growth numbers to start the year, Canada’s economy is 

showing more cracks. s. In the US, most sectors have main-

tained positive momentum and consumer spending has held 

up amazingly well (see Emerging theme). Rates are lower in 

Canada, which could suggest looser monetary policy.  

MAKING THE CASE FOR INTERNATIONAL EQUITIES 

International equities have long been overshadowed by the market’s 

fascination with leading U.S. technology companies. But the tide may be 

shifting. A confluence of top-down and bottom-up dynamics is making 

the case for international equities much stronger. 

From a macro perspective, the U.S. dollar has weakened significantly 

against the euro and other global currencies since last October. Currencies can overshoot 

for extended periods, and the dollar has been overvalued on several metrics for many 

years. That said, in the past few months, we have seen signs of a turn. And in periods of 

dollar weakness, currency translation effects can significantly impact total returns from equi-

ties.  

FUND MANAGER COMMENTARY 

Kevin McCreadie, President and Chief Investment Officer 

To Page 1 

Dan Bastasic, Portfolio Manager 

I.A. Global Asset Management Inc. 

ARE WE THERE YET? 

We expected in the fall of last year that the level of risk in 

equity markets would likely be elevated through the first half 

of the year before falling during the second half.  As such we 

thought it prudent to remain defensive in our equity exposure 

and add government bonds where we could at levels close to 

4.00% on the 10-yr U.S. Treasury.  We believed they would 

act more like the historical hedge they were to risk while 

providing an opportunity to increase duration and monetize 

capital gains.  As we review our top-down look at these ex-

pectations, we believe we are still on track for a better and 

broader second half of 2023 as earnings, housing and em-

ployment are troughing while rates had previously peaked in 

the medium term late last year.    

AGF Management Ltd. 

Capital Group 

Mackenzie Investments 

Jules Boudreau, Senior Economist 

https://perspectives.agf.com/why-rangebound-markets-may-be-here-to-stay-this-summer/
https://perspectives.agf.com/why-rangebound-markets-may-be-here-to-stay-this-summer/
https://advisoranalyst.com/2023/06/04/making-the-case-for-international-equities.html/
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There are three types of polices within the universal life category: variable univer-

sal life, fixed universal life and indexed universal life (IUL). In this article, we'll 

explore how IUL works so that you can determine if it is right for you.  

Please note that these are extremely complex products that should be set up and 

guided by a trusted financial professional. Your current health may have a major 

impact on the policy and its associated fees, which will influence whether it 

makes sense for you to fund it. Please proceed with caution when considering an 

IUL, or any investment product, for that matter.  

BANK OF CANADA RAISES RATES 

The Bank of Canada raises rates by 25 basis points to 4.75%. Their view is that 

the existing rate was not sufficient enough to bring the economy back into bal-

ance. 

WHAT IS INDEXED UNIVERSAL LIFE  

INSURANCE AND HOW DOES IT WORK 

FINANCIAL CALCULATORS 

FIDELITY myPLAN 

SNAPSHOT 

The Fidelity myPlan 

Snapshot enables you 

to get a glimpse into 

your retirement fi-

nances in seconds.  

RRSP SAVINGS 

CALCULATOR 

Estimate how much 

your registered retire-

ment savings plan will 

be worth at retirement 

INVESTMENT 

GROWTH                 

CALCULATOR 

Find out how much 

your savings will grow 

over time by making 

regular investments 

https://seekingalpha.com/article/4608074-multiple-sector-strength-sp500-could-move-higher?mailingid=31632805&messageid=macro_view&serial=31632805.62588&utm_campaign=nl-macro-view&utm_content=macro_view&utm_medium=email&utm_source=seeking_alpha&utm_term=316
https://seekingalpha.com/article/4608074-multiple-sector-strength-sp500-could-move-higher?mailingid=31632805&messageid=macro_view&serial=31632805.62588&utm_campaign=nl-macro-view&utm_content=macro_view&utm_medium=email&utm_source=seeking_alpha&utm_term=316
https://seekingalpha.com/article/4608074-multiple-sector-strength-sp500-could-move-higher?mailingid=31632805&messageid=macro_view&serial=31632805.62588&utm_campaign=nl-macro-view&utm_content=macro_view&utm_medium=email&utm_source=seeking_alpha&utm_term=316
https://seekingalpha.com/article/4608074-multiple-sector-strength-sp500-could-move-higher?mailingid=31632805&messageid=macro_view&serial=31632805.62588&utm_campaign=nl-macro-view&utm_content=macro_view&utm_medium=email&utm_source=seeking_alpha&utm_term=316
https://fortune.com/2023/06/01/ai-revolution-liberating-workers-return-to-office-careers-gleb-tsipursky/
https://fortune.com/2023/06/01/ai-revolution-liberating-workers-return-to-office-careers-gleb-tsipursky/
https://fortune.com/2023/06/01/ai-revolution-liberating-workers-return-to-office-careers-gleb-tsipursky/
https://fortune.com/2023/06/01/ai-revolution-liberating-workers-return-to-office-careers-gleb-tsipursky/
https://fortune.com/2023/06/01/ai-revolution-liberating-workers-return-to-office-careers-gleb-tsipursky/
https://www.investmentexecutive.com/newspaper_/news-newspaper/global-regulators-come-for-crypto/?utm_source=newsletter&utm_medium=nl&utm_content=investmentexecutive&utm_campaign=INT-EN-morning&hash=011de04be373d023d49eb7ca919862a8
https://www.investmentexecutive.com/newspaper_/news-newspaper/global-regulators-come-for-crypto/?utm_source=newsletter&utm_medium=nl&utm_content=investmentexecutive&utm_campaign=INT-EN-morning&hash=011de04be373d023d49eb7ca919862a8
https://www.bloomberg.com/news/articles/2023-06-04/biden-debt-bill-signing-set-to-unleash-tsunami-of-us-debt-sales?cmpid=BBD060523_OUS&utm_medium=email&utm_source=newsletter&utm_term=230605&utm_campaign=openamericas
https://www.bloomberg.com/news/articles/2023-06-04/biden-debt-bill-signing-set-to-unleash-tsunami-of-us-debt-sales?cmpid=BBD060523_OUS&utm_medium=email&utm_source=newsletter&utm_term=230605&utm_campaign=openamericas
https://www.bloomberg.com/news/articles/2023-06-04/biden-debt-bill-signing-set-to-unleash-tsunami-of-us-debt-sales?cmpid=BBD060523_OUS&utm_medium=email&utm_source=newsletter&utm_term=230605&utm_campaign=openamericas
https://www.bloomberg.com/news/articles/2023-06-04/biden-debt-bill-signing-set-to-unleash-tsunami-of-us-debt-sales?cmpid=BBD060523_OUS&utm_medium=email&utm_source=newsletter&utm_term=230605&utm_campaign=openamericas
https://www.msn.com/en-ca/travel/news/the-new-scams-canadians-are-falling-for-and-how-to-avoid-them/ss-AA1cfTKQ?ocid=msedgntp&cvid=06c3db8cbe1848be86d9fa0f198911dc&ei=9#interstitial=2
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EDITORIAL COMMENT - CONTINUED 

The good news is that we have reached the midway point in the year fairly unscathed 

after the assault put on our portfolios by the Fed and the Bank of Canada.  It is true 
that generally speaking the markets have made gains this year, and since the Octo-
ber lows the S&P 500 has rallied almost 20%; but it is also true that those gains have 

been driven by a few mega-cap stocks. 

The bad news is that when you dig below the surface, the equity markets do not look 
as healthy as the broad indices would suggest. This does not fall in line with the 
thinking of those who are convinced we are now in the throws of a new Bull Market. 

Historically, the onset of bull markets is typically characterized by gains spread 
throughout various sectors and companies. Even more so, gains are prevalent in the 
small cap sector, which is something we are not seeing yet.  

For those fans of the early Superman comic books, I can characterize today’s mar-

kets as Bizzaro World. Everything seems to be happening in a topsy-turvy way. 
While the negative highlights seem to be playing out, earnings have continued to be 
much better than expected. I am pleasantly surprised at how resilient they are, espe-

cially considering how much stress the market is under. 

The big question, for me is, “Can historical patterns guide us in assessing the 
current situation, or is this time different?” Other than the arbitrary 20% gain from 
a previous low point, there are no specific benchmarks, indicators, or thresholds that 

once passed simply signal the beginning of a Bull Market.   

So, as perplexing as our current state of affairs is, with each passing earnings sea-
son I see less and less reasons for the markets to take another serious dive. In fact, I 

am going to go out on a limb and say that “I believe we are already in the beginnings 
of a new Bull Market…maybe!”. I apologize for not sounding so convincing, but this 
call would be much easier to make if the current strength in the markets was more 

broad-based and less weighted by capitalization. 

Unfortunately, the S&P 500 is weighted by market capitalization. Even though this is 
a broad index made up of 500 of the largest companies that trade on the New York 
Stock Exchange and the NASDAQ, there are times when the largest of these compa-

nies carry the weight of the entire index. The information technology, Health Care 
and Consumer Discretionary sectors currently account for more than half of the entire 
index. I would be even more inclined to believe we are at the onset of a new Bull 

Market if the current rally was more broad-based with a wide range of sectors and 
underlying stocks in those sectors participating.  

As always, “Fundamentals Matter” and no rally can be transformed into a Bull Mar-
ket without some support from the underlying fundamentals. So, let’s take a look at 

some of these. 

Before digging in, I would be remiss not to mention that what we are experiencing 
could just as easily be the start of a Bull Market as a Bear Market rally! 

The 2000-2007 Bear Market experienced four rallies of 10% or more, including some 
rallies of over 20%. The current 19% rally is not so uncommon. In fact, we experi-

enced a similar rally last summer. 

As I have mentioned, the narrow breadth of the current rally does concern me. Bull 
Markets usually begin with a much broader participation across the various sectors. 
My concern is that if this truly is a Bull Market, it would be the first one since 1990 to 

begin with the market-cap weighted S&P 500 index as opposed to the equal-
weighted index. What this means is that the rally is being led by a narrow group of 
mega cap stocks like Apple (+30%), Microsoft (+44%) and Alphabet (+25%). The 

mega-size of these companies gives their movements extra weight on the index, 
while almost half the stocks in the index have dropped so far this year. 

Some pundits argue that this cannot be a true rally because if it was, we would see 
the Small Cap sector outperforming but instead we are seeing Technology and Com-

munications Services leading the way. I would argue that the reason we are seeing 
this right now is that they were the biggest losers last year. In fact, if we look at this 

year’s big losers, Energy and 
Health Care, we will see they 
were last year’s big winners.  

When I review the trend for 

corporate earnings, I see that 
a recession has already begun 
as profit growth for companies 

listed in the S&P 500 Index 
has declined for two consecu-
tive quarters.  
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EDITORIAL COMMENT - CONTINUED 

This is the view in hindsight. Looking forward, earnings are expected to grow rapidly 

through the end of 2023 and break above the 2022 peak. I will preface this by stating 
that such a strong technical and fundamental recovery in earnings would have to 
come from an economic expansion and right now my view contradicts the current 

economic data. 

While all this mumbo-jumbo is fun to 
muse about, the factors that really 
drive the markets are ones like, cor-

porate profits, liquidity, investor senti-
ment and valuation. 

While many investors consider the 
current rally an early stage of a new 

Bull Market, if indeed it is, it would be 
an unprecedented beginning without 
some sign of improving profit funda-

mentals, increasing liquidity or much cheaper valuations.  

Yet, as I mentioned earlier, we are 
living in Bizzarro World. One of the 
most dominant recession indicators 

is the U.S. Treasury yield curve. For 
the last year it has been signaling a 

recession and yet the economy con-
tinues to experience growth which 
has confounded many experts. The 

strength in employment and con-
sumption is offsetting any weakness 
in manufacturing and housing.  

I can only surmise that at some point, 

possibly later this year, economic 
activity will lose momentum as high prices and tighter credit conditions finally weigh 
on activity. So, I do think we will experience a contraction in economic activity in the 

last half of 2023. I believe the recession will come in waves instead of a one-time 
event. I see all the catalysts like inflation, higher interest rates, falling profits, credit 
tightening will ultimately affect employment, consumption, and capital expenditures. 

But it may affect different areas at different times thus making it more wave like ra-
ther than a tsunami. 

For me the first wave occurred when Fed tightening triggered a crisis in the banking 
sector leading to the collapses of Silicon Valley Bank and Signature Bank. The next 

wave may likely be the commercial real estate sector. There has been a sharp rise in 
vacancy rates as more companies embrace a work from home business mode. To-
day it has become virtually impossible to refinance a commercial real-estate loan that 

was taken out when interest rates where substantially lower.  

Another factor that may extend this recessionary wave is the increasing evidence 
that inflation in the 4%-5% range could be stickier than previously anticipated which 
will push out the time frame for the Fed to achieve its 2% target rate. 

All of these factors have led the Fed to pause their rate increasing policy in June. I 

expect they are assessing the damage created by the banking crisis and with a little 
bit of luck may begin cutting rates by the end of the year. 

In the 1950s someone coined the phrase “stocks climb a wall of worry.” So, while 
stocks may be higher for the year, investors still seem to be seeing plenty of reasons 

to remain cautious. According to data released by Bank of America, “Bullishness 
among individual investors has remained at low levels. The share of individu-
als saying they are pessimistic about the market has exceeded the share of 

individuals who are optimistic.”  

Bank of America analysts say: “Some investors call this rally hopeful, but the 
data suggests a ‘wall of worry’ rather than a ‘slope of hope’.” 
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BANK OF CANADA RATE HIKE - CONTINUED 
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CHART OF THE MONTH - CONTINUED 

Retirement remains the most important savings priority for pre-retirees. 

What’s holding Canadians back from retiring? 

Canadians near and approaching retirement are most concerned about the rising 
cost of living. It is holding them back from retiring when they would like. 

The value of professional advice. 

Having a financial advisor is a key factor in ensuring retirement success. Canadians 

working with an advisor were more likely to feel positive about their financial goals 
and investment opportunities. 
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Jules Boudreau - CONTINUED 

Rates are lower in Canada, which could suggest looser monetary policy. But the neu-

tral rate is also lower in Canada, which means that monetary policy is effectively just 
as tight in Canada as in the US. Plus, the Bank of Canada will probably resume rate 
hikes in June or July, putting additional pressure on growth.  

Germany formally entered a recession with the release of 2023Q1 GDP data on May 

25. The energy crisis cause by Russia’s invasion of Ukraine cramped consumer 
spending at the end of 2022 and into the first months of 2023. But energy prices have 
since eased significantly and German manufacturing has rebounded impressively. 

Data on household spending — never a strong point for Germany — is still mixed, 
but the German economy will probably return to positive growth in the second quarter 
of 2023.  
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The Benefits of Insurance Lending—Continued 

It is calculated by subtracting any outstanding loans, administrative fees, and surren-

der fees from the current cash value of the policy. Policyholders may use the cash 
value to secure a line of credit and “activate” the cash inside their permanent life in-
surance contract. One of the many reasons we feel this strategy is worth discussing 

is that typically the ideal time to borrow money is actually when you don’t need it. Our 
rationale for this is that the funds are available when the opportune time to utilize 
these funds arises, whether it’s to invest or spend.  

As our focus increasingly shifts to financial planning, we see more and more that 

insurance is a pillar, providing a foundation for other potential strategies.  

Insurance lending is just one of these strategies. Although some may view this strate-
gy as complicated, and lending isn’t always an initial focus for planning, the reality is 
this is a fairly straightforward process.  

Typically, this process involves confirming the client’s personal/corporate income, 

underwriting, and a relatively quick approval turnaround time. This is not to be mis-
taken with a ‘policy loan’, as this is a revolving loan that can be utilized as the bor-

rower sees fit without having to apply each time they require funds. As the borrowed 
amounts are paid back, the proceeds become accessible repeatedly. If the line of 
credit is repaid in full, no interest is charged while the opportunity to access low-cost 

financing whenever required remains in place. Interest-only is the minimum commit-
ment, and there is the opportunity to access competitive rates in this realm that are 
often less than alternative borrowing tools. Again, interest is only paid on amounts 

that are borrowed, not on the approved limit. 

There are also several cash flow and tax implication benefits to consider. For one, 
the interest paid on insurance lending provisions may be tax deductible depending on 
how the money is invested. There is also less potential for tax issues since the insur-

ance lending facility isn’t directly attached to the life insurance contract itself (as is 
the case with a policy loan).  

Insurance lending solutions are known to help accomplish a full insurance recom-
mendation, and often to achieve the best of both worlds. This is especially true when 

insurance needs have been established but a client feels they can make better use of 
the premium amounts elsewhere. Here, insurance lending can help minimize the 
impact on the cash flow and allow one to deploy the capital into other places such as 

a business or investment portfolios.  

We also see great value for our corporate clients, where insurance lending can help 
minimize the impact of an insurance premium on their cash flow, and the actual con-
tract can create a capital dividend account with all the tax advantages that brings. 

Dipping into the cash surrender value is also a prevalent strategy for retirement. Giv-
en the tax advantages of drawing funds from insurance lending solutions, a perma-
nent life insurance contract with cash value can be seen as yet another ‘bucket’ to 

draw retirement income from. 

To summarize: permanent life insurance is often viewed as a passive asset, but the 
reality is that it can unlock opportunities for policyholders who want a convenient line 
of credit. Essentially this involves activating the cash surrender value. A secured line 

of credit is set up simply by borrowing against the cash surrender value (CSV) of 
their permanent life insurance policy from approved carriers. Because no withdrawal 
is being made from the life insurance policy itself, no taxes are triggered.  

Clients may also be able to write off interest, so long as proceeds of the line of credit 

are used for investment purposes. Although I have brought forward some of the ba-
sics surrounding the insurance lending strategy, it is always advisable to consult with 

a trusted tax professional for further advice on structuring the loan and proper use of 
the funds to ensure tax strategies are efficiently maximized.  

When utilized properly, insurance lending is complementary to permanent life insur-
ance. The major value add it can provide is timely access to cash in a valuable but 

often overlooked asset – their permanent life insurance contract. 

Though it may not be right for everyone, having the right knowledge about this strate-
gy is yet another tool we have to meet our clients’ unique needs. Please do not hesi-
tate to reach out to our team if you wish to learn more about insurance lending solu-

tions and how they can work for you. 
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Dan Bastasic—Continued 

We still expect inflation to end the year between 3.5% and 3.75% and continue to 

drop to a “higher” than normal level next year closer to 2.5%.  

As we approach the halfway point in the year, we have found that the recent volatility 
has given us an opportunity to add securities at attractive levels on both sides of the 
investable markets.  

Our strategy and execution are not to try to time our expectations for the second half 

of the year but to take a slow approach to reducing cash with dividend producing 
equities first, growth with safety, and using treasuries to hedge against volatility while 
inflation and recession expectations continue to recede.  We have never been in the 

camp of a deep recession or even a hard recession, instead we noted that unemploy-
ment would not jump as in previous cycles and that we would get a rolling recession 
in lieu of an all-encompassing slowdown.  This is the type of environment that has 

been advantageous for security selection and sector avoidance as the market emerg-
es from the past two years of unwinding the excesses. 

Portfolio position changes since beginning of the year and recent: 

1.    Strategic Income Fund: Cash levels have declined from the beginning of the 

year, more so recently from 9.05% at the beginning of the year to 7.7% more recent-
ly. As a point measure cash was 18% in August of 2022. 

1.    Biggest use of cash was to increase treasuries. 

2.    Fixed income exposure has reached 43% recently, from an average of about 
25% in 2022. 

3.    Equity exposure declined from 55% at the end of 2022 to approximately 51% 

more recently. 

We have increased exposure to industrials and utilities sectors recently while remain-
ing heavily underweight in energy with no exposure to gold. 

2.    Strategic Equity Income Fund: Cash levels have declined from the beginning 
of the year, more so recently from 16% at the beginning of the year to approximately 

10% more recently. 

1.    Biggest use of cash was to increase equities from 84% at the end of the year to 
90% more recently. 

2.    Recently increased exposure to U.S. equites related to housing, technology and 
banking. 

 We expect to decrease and substitute much of our recent government bond expo-

sure for higher yielding and economically sensitive corporate debt while increasing 
our funds’ exposure to equities and growth as the second half of the year unfolds. 
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Figure 1 Source: A.I., Narrow Markets, And The New T.I.N.A. – AdvisorAnalyst.com   

Discipline or Regret—Continued 

During times like that, the inclination is always to panic, sell, and return later. As an 
example of this behavior, we need to look no further than at how much money moved 
into low risk, low return money market funds during the first quarter of 2023. In the 
U.S. alone it was a whopping $508 billion. Even today, many investors are looking to 
GICs for returns or leaving cash on-hand in anticipation of more volatility. But for 
those investors who moved to cash, especially at the start of this year, there is a real 
pain being felt in their portfolios right now. It’s a simple case of trying to time the mar-
ket: getting out while things are down and getting back in when they go up. The prob-
lem is, despite what things look like, the future is not always so clear. 

Now that we have the benefit of hindsight, let’s look at how things change. Last fall 
(2022), most forecasters were certain about three things: 

1. Europe would experience a recession during winter due to high energy prices re-
sulting from Russia’s invasion of Ukraine. 

2. The U.S. would also dip into recession in late 2022 or early 2023. 

3. China would keep its COVID-zero policies in place until early spring 2023, hamper-
ing global growth. 

With forecasts like this, it was the perfect time to bet against stocks; and about $500 
billion did. But here’s what actually happened: 

1. Europe experienced its second warmest winter on record, requiring less energy to 
heat homes; Falling energy prices delayed/avoided the inevitable recession. 

2. The U.S. also managed to delay/avoid a recession simply because of how resilient 
that economy is right now. 

3. China ended its COVID-zero policy abruptly and unexpectedly, reopening its econ-
omy in mid-December; this immediately boosted the outlook for global growth. 

So, instead of watching stock markets burn, we’re actually having a pretty good year 
so far. In fact, The S&P 500 has entered bull market territory again. Most U.S. equity 
and global equity funds are up double digits year-to-date. Some tech specific special-
ty funds are hovering around +50% returns on the year! 

Let’s get this straight, markets fell, money flowed out of the markets, and markets 
rose again. 

The reason the Russell Investments advisor survey came back with such glowing 
reviews of the advice profession, is for the simple reason that most advisors spend 
much of their job convincing clients not to do the wrong thing. Often during down 
periods, the wrong thing is to panic and sell. The absolute right thing to do is to buy 
more while stuff is cheap or wait for things to bounce back. Discipline and regret. 

And herein is the problem. For those holding safe assets until things “calm down”, 
there is a huge negative impact on the portfolio. It is known as the cost of missing 
out. For example, missing the 10 best days in the stock market will seriously hurt 
returns. someone who stayed invested in the S&P/TSX in 2022 would have a -6% 
annual return for 2022; however, if you missed the 10 best days, that same return is 
now -24%. Since we don’t know for certain the exact time to sell, or when the market 
is going to rise again, or what stock index or asset class will do the best, trying to 
time the market will most certainly lead to huge drawdowns. 

Instead of timing markets, investors should keep focused on their financial plan. Dis-
cipline hurts now, but it pays dividends in the long run. Just like skipping that pizza 
may seem hard now, but 6-pack abs down the road will be a lot better. A financial 
plan is no different. A comprehensive financial plan includes down markets, high in-
terest rates and wonky inflation numbers. It prepares you for the “no matter what 
happens” part.  
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Discipline or Regret—Continued 

Discipline is sticking to the financial plan, even if it’s uncomfortable now because it 
will pay dividends later – and you’ll need those dividends to help pay for that great 
lifestyle you always wanted. This is why as a financial planner, I can’t understand the 
need to rebalance from equities to GICs. Especially when inflation is higher than the 
highest GIC rate! It shows me that many people still do not have a financial plan be-
cause if they did have one, they would either already be in GICs or some other safe 
investment if such an investment could be supported in the plan. Let me explain. 

Most people who are still working are in a wealth creation phase of life. They are 
trying to build up a number that will be able to support a chosen lifestyle for the rest 
of their life. Even if they don’t realize it, this is what they are doing. It takes time and 
effort to get to a number that can support one’s lifestyle and most people do not fall 
into a category in which GICs will get them there faster if at all. For most of us, we 
rely on the higher long-term returns that equities can offer to build up our number. 
GICs, even when they are paying 5% on a 3-year term, are really bad at creating 
wealth. Especially if a person is going to be around for another 30, 40, 50, 60, or 70 
years. Simply because inflation alone will eat away at long-term GIC rates. And if 
you’re thinking, “that’s ok, I’ll hang in GICs for 3 years and get back to equities later”, 
well let’s look at it this way. If missing the 10 best days in one year can result in an 
18% difference, what the heck would 2 or 3 years of missed best days do to a portfo-
lio over the long run? Now add inflation to that. 

At our offices, we talk a lot to clients about “what is your number?” and “how 
much do you need in your bucket to get that lifestyle you’ve always wanted”. 

Well, if you’re going to play the GIC game, then your number will have to be a lot 
bigger or you will have to make lifestyle sacrifices (work later, reduce your lifestyle, 
etc.). A smarter move would be to focus on the financial plan, stay disciplined and 
have no regrets later. 
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DISCLAIMER 

Commissions, trailing commissions, management fees and expenses all 

may be associated with mutual fund investments. Please read the simpli-

fied prospectus before investing. Mutual funds are not guaranteed and are 

not covered by the Canada Deposit Insurance Corporation or by any other 

government deposit insurer. There can be no assurances that the fund will 

be able to maintain its net asset value per security at a constant amount 

or that the full amount of your investment in the fund will be returned to 

you. Fund values change frequently and past performance may not be 

repeated. 

Labour Sponsored Investment Funds (“LSIF”) have tax credits that are 

subject to certain conditions and are generally subject to recapture, if 

shares are redeemed within eight years. Please note that Mutual Fund 

Representatives in Alberta are not permitted to sell LSIF. 

An investor proposing to borrow for the purchase of securities should be 

aware that a purchase with borrowed monies involves greater risk than a 

purchase using cash resources only. The extent of that risk is a determi-

nation to be made by each purchaser and will vary depending on the cir-

cumstances of the purchaser and the securities purchased. 

Discuss the risks associated with leveraged mutual fund purchased with 

an investment funds advisor before investing. Purchases are subject to 

suitability requirements. Using borrowed money to finance the purchase of 

securities involves greater risk than a purchase using cash resources only. 

If you borrow money to purchase securities, your responsibility to repay 

the loan and pay interest as required by its terms remains the same if the 

value of the securities purchased declines. 

Investors should educate themselves regarding securities, taxation or ex-

change control legislation, which may affect them personally. This news-

letter is for general information only and is not intended to provide specif-

ic personalized advice including, without limitation, investment, financial, 

legal, accounting or tax advice. Please consult an appropriate professional 

regarding your particular circumstances. 

All non-mutual fund related business conducted by Kleinburg Private Wealth 

Management is not in the capacity of an employee or agent of Carte Wealth 

Management Inc. Non-mutual fund related business includes, without limi-

tation, advising in or selling any type of insurance product, advising in or 

selling any type of mortgage service, estate and tax planning or tax return 

preparation. Accordingly, Carte Wealth Management Inc. is not liable and/

or responsible for any non-mutual fund related business conducted by 

Kleinburg Private Wealth Management. Such non-mutual fund related business 

conducted by Kleinburg Private Wealth Management alone. 

Mutual funds and Exempt Market products provided through Carte Wealth Manage-

ment Inc. 

Life insurance products and services provided by Carte Risk Management Inc. 
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