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Market Outlook

MAY YOU LIVE IN INTERESTING TIMES

USA
The US election is finally over! Many were disappointed
that neither party was able to come up with a better
candidate. For the first time in a while, the US will have a
Republican House, Senate and President.
Trump likes to throw out extremes and then ‘settle’,
getting more than he would likely get if he asked for
what he actually was willing to settle for. Since the
election, Trump appears to be subdued and following
his teleprompter, and the markets have responded
favourably. The US dollar has historically been perceived
as a safe haven due to its stability and
liquidity. Trump has offended
many foreigners (as well as
many domestically). Donald
Trump as President may
cause the world to revert to
gold as a safe haven and we
may see the US dollar devalue
relative to other currencies, and
gold appreciate. So far, the opposite has been the case.
Trump plans on running a deficit and spending a lot on
infrastructure rebuilding America to once again be great.
This sounds like a page out of Justin Trudeau’s play book.

GLOBALLY
Stock markets around the world continue to be slightly
more expensive than historical (as measured by their p/e
or price earnings ratio). This is a continuation from our
last newsletter. This may be justified with the historically
low interest rates (as fixed income alternatives are not
as attractive). There has not been a global correction in
7 years and although there are no signals of one at the
moment, we should anticipate one. Triggers to watch for
are: a global recession, significantly over priced markets,
terrorism or the collapse of the financial system.

Our office continues to look for investments that we
feel will weather a correction better than the market
and we continue to get excited finding quality stocks
that are trading at a discount compared to where we
feel they should be. If there is a correction, one should
expect to live off of the fixed income while waiting for
stocks to recover. If you are in your wealth accumulation
phase, this may be a good opportunity to switch the fixed
income into equities. In the interim, we continue to take
profits and gradually increase (or maintain) fixed income.

CANADA
Justin Trudeau has completed his first year in office and
the Canadian economy (excluding Alberta) continues to
experience slow growth. Trudeau projected to spend $25
billion more than he collected in taxes in his first year and
$100 billion over his term in office. We have heard very
few announcements of his implementation (spending
spree) on infrastructure to this effect and yet the first
year numbers are in and a $30 Billion deficit has been
produced with no new jobs created. The Canadian dollar
hovers around $0.74 USD. Given the Bank of Canadian
has openly declared it has no intention to raise interest
rates and given that Trudeau may continue to have a
spending spree – burdening the country with massive
debt – and given oil prices show little sign of recovery,
the Canadian dollar will likely further decline.

HOUSING
After returning from a recent
trip to both Toronto and
Vancouver, I saw firsthand
how expensive residential
real estate has become,
while updating client forms
and learning how much their
homes have appreciated
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in value. This trend may change soon. The federal
government has introduced some new rules to soften
the real estate market in efforts to prevent a meltdown.
Banks post their mortgage rate and then offer a
discount. (If you end up having to break your mortgage,
the penalty is based on the posted rate). People need to
now qualify for the posted rate rather than the actual
rate they can negotiate. For example, someone that
previously qualified for a $500,000 mortgage now will
only be able to borrow $400,000. In theory, housing prices
should decrease by close to this amount to reflect this.
In addition, mortgage rates are on the rise in response
to the Canadian and US Government’s direction of

increasing their debt. And finally, a greater down payment
is required for mortgages in excess of $1 million. The goal
is for housing prices to remain flat and to try to avoid
a housing correction. Mortgage rates continue to be at
historical lows and people should be prepared to afford
the payments, upon renewal, should the rates be higher
at that time – rather than what happened in the early
1980s when mortgage rates skyrocketed and people
could not afford the renewal. In addition, Vancouver now
has a tax on foreign ownership. This may drive foreign
investors to other Canadian cities. All of this
is casting a cloud over thefuture of real estate
prices across Canada.

ESTATE PLANNING

TFSA

Commissions, trailing commissions, management fees and expenses
all may be associated with mutual fund investments. Please read the
prospectus before investing. Mutual funds are not guaranteed, their
values change frequently and past performance may not be repeated.
Mutual funds, stocks, bonds, GICs, and financial planning services
are offered through Manulife Securities Incorporated.
*Insurance products and services are offered through Manulife
Securities Insurance Agency (a licensed life insurance agency and
affiliate of Manulife Securities) by Manulife Securities Advisors
licensed as life agents.

The opinions expressed are those of the author and may not
necessarily reflect those of Manulife Securities Incorporated.
The Manulife Securities logo and the Block Design are trademarks of
The Manufacturers Life Insurance Company and are used by it, and
by its affiliates under license.
Manulife Securities Incorporated is a Member of the Canadian
Investor Protection Fund.
Holistic Wealth® is a registered trade mark of Len Colman and is
used by his affiliates in the Summerland office.

People often avoid estate planning
as they are intimidated by how
complex it can become.
This need not be the case!
Estate Planning can be
described as ensuring
that you leave behind
what you desire to
leave your loved ones
and charities as easily
as possible with as
little tax and probate as
necessary. Probate is a fee
(not technically a tax) which is
collected on assets that pass through
a will and do not transfer directly to the new owner of
said assets. It varies by each province but is generally
1.5% or less. Depending on the asset and who receives
the asset upon your passing, income taxes (payable
by your estate) may be required. Some assets can be
owned jointly or have named beneficiaries to receive
the asset upon your passing. We can work with you to
explore the different options and ensure that we align
this with your desires articulated in your will.
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They should really be called Tax Free Investment
or Savings Accounts and not just Tax Free Savings
Accounts. You can contribute to these and even catch up
on missed contributions or previous year withdrawals.
The investments can grow and earn
income, dividends and
capital gains tax-free!
The funds can be
withdrawn and later
re-contributed…
tax-free! The
income does not
impact or cause
any claw-back
of government
benefits such as
Old Age Security.
The investment
choices are the
same as other accounts
including mutual funds,
stocks, ETF’s bonds etc. You do not get a tax savings (like
you do with a RRSP) when you contribute, but you also
don’t pay tax when you make a withdrawal.
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Our Current Allocation Outlook
Below is a chart of different asset classes and sector exposure with our
current outlook compared to the normal North American weighting.
Based on the economic outlook, we will want more or less than
our normal exposure to each category. Each individual investor will
have a different investment portfolio depending on their personal
circumstances considering their: Risk Tolerance, Income requirements
(both current and anticipated), Time Horizon, Taxation, and of course
Temperament (investor behavior). We then look for opportunities to tax
optimize the holdings based on which plans hold which investments.
You should consult us to determine the ideal asset mix and asset
selection given your circumstances.
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REITS

Industrials

We currently advise clients throughout BC, Alberta and Ontario. We are
still growing our practice and welcome
new clients. If you or someone you
feel would benefit from a confidential
and complementary consultation, please
contact our office.

Investment Advisor
Insurance Representative
len.colman@manulifesecurities.ca



Asset
Managers

This is the trade name that the
Summerland office of Manulife Securities
Incorporated operates under. We call
ourselves this as most traditional stock
brokers and investment advisors do not
take the same holistic wealth approach
in working with clients. We prefer to
take a financial planning approach
when advising clients incorporating
their debt, insurance and investment
portfolios into consideration. We use
solutions that people understand and
avoid ‘synthetic’ investment products
(such as hedge funds).
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HOLISTIC
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Len Colman, BA, CFP, CLU
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The regulators have determined that, before you
purchase a new mutual fund, we must deliver a
Fund Facts document (generally by email) to you.
This abbreviated document effectively serves as a
prospectus. (In the past you received this with the
confirmation slip). Please be prepared as each time
we have to request permission to send it to you.
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