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Adam’s Update

Friends,

I hope everyone is staying warm! The weather has turned brisk here at the beginning of 

March.  Although, the market is thawing out, since the deep freeze at the end of last year.  

The Canadian market is a standout performer up a whopping +12% in two months, thus 

recovering all the losses from 2018 (-8.93%).  The US market was no slouch at a two month 

return of 7.62% in C$ terms.  The Canadian dollar has been stronger, riding the wave of 

higher energy prices of late.  So if you are planning a March break trip south of the border, I

would pick up those greenbacks sooner rather than later.

On a personal note, we had a number of birthdays to celebrate in February and early 

March. Victoria turned 3 and William turned 1. Victoria was a little apprehensive about 

sharing the birthday spotlight with her younger brother. So there were both smiles and cries 

at our celebrations! Katherine and I have decided that we will spoil the kids this year with a 

trip to Disney World.  Secretly, I am looking forward to meeting Maui from Disney’s Moana!

Have a wonderful March and thank you for your continued support!

In this month’s newsletter you will find information related to:

▪ Key Dates to Keep in Mind!

▪ Idea Corner: Professionals – Supersize your Retirement Savings!

▪ Market Performance Review: February 2019

▪ Chart of the Month: Business Cycle History Lesson

▪ Article of the Month: The Worst Entry Point in Stock Market History?

▪ Contact Information

▪ Disclaimers
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Key Dates to Keep in Mind!

• TFSA contribution room available = Beginning of 
January

• Installment payment date deadlines = Mid March, 
June, September and December.

• Individual tax filing deadline = End of April.

• Self-employed individual and spouse tax filing 
deadline = Mid June.

• Tax Loss Selling deadline = End of December.

• RESP contributions deadline = End of December

• RRSP contribution deadline = End of February
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Idea Corner:
“Professionals – Supersize your 
Retirement Savings!”
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Professionals have a unique planning opportunity available to them through the use of a 
Professional Corporation (PC).  Many professions have passed regulations allowing their 
members to incorporate (Lawyers, Doctors, Dentists, Accountants, etc). The use of a PC 
can be very beneficial for a professional, if they have the habit of saving inside the PC. 

Typically, the professional will receive their remuneration from their employer (ie. firm, 
hospital, practice), which would be directly paid to the professionals.  Once the money is 
paid to the PC, the professional can choose what they would like to do with that money.  
They can either pay themselves personally a salary or dividends, or they could reinvest the 
excess savings back inside their PC.  Typically, this reinvestment, takes the form of setting 
up an savings account to invest in stocks and bonds. 

There is one key planning point that professionals need to be aware of.  Recent 
government tax changes to passive income (ie. interest, capital gains) generated inside 
these PC savings accounts, could potentially put at risk the PC’s Small Business Tax 
Deduction (SBTD).  

This tax change has raised the opportunity for professional’s to review their financial 
strategy to ensure that their SBTR is retained, reduce their taxes, while saving more for 
retirement.  

This opportunity can be planned for using an Individual Pension Plan (IPP).  Essentially, for 
a professional over the age of 40, who is making greater than $147,222 in salary, the IPP is 
going to be your friend.  Using the example of a Lawyer with a PC, who pays himself a 
salary of $147,222 from their PC.  With a traditional RRSP (paid personally) the Lawyer’s 
deduction would be $26,500 (2018), while not reducing the risk to the PC’s SBTR.  
However, with an IPP, the Lawyer can deduct from their PC an estimated total of $28,734 
(2018). As time goes on, the gap between RRSP and IPP deductions will widen for two 
reasons: 1. IPP contributions are based on the Lawyer’s age while RRSP maximums are 
indexed to inflation, 2. IPP can make up any shortfall in investment performance (target rate
of return for IPP is 7.5%) by making further tax deductible contributions.

As a result, on top of the professional benefitting from the enhanced deductibility of 
contributions from their PC income, the fact that PC income is being reduced is helping the 
Lawyer eliminate the risk to their SBTR.

Written by: Adam McHenry, CFA at Manulife Securities Incorporated.

Adam’s Comment: This planning strategy can provide significant benefits to a professional 
or business owner with the ability to incorporate.  The setup and administration of the plan 
might be more cumbersome, but assuming that you have professionals in place to support 
this type of planning, the returns to implementing a strategy like this are definitely worth a 
look.



Market Performance Review:
February 2019

Market
February

Return %

2019

Year To 

Date 

Return %

5 year 

Annualized 

Return %

10 year 

Annualized 

Return %

Canadian 

Equity
(S&P/TSX Composite 

Index)

3.15 12.16 5.48 10.21

US Equity
(S&P 500 Index)

3.41 7.62 14.57 17.07

International 

Equity
(MSCI EAFE Index)

2.76 5.53 6.16 10.45

Canadian 

Fixed Income
(FTSE TMX Canada 

Universe Bond Index)

0.18 1.52 3.25 4.35

US Fixed 

Income
(Barclays Capital U.S. 

Bond Universe Treasury 

Index)

-0.08 -3.28 5.09 2.70

Currency 

Exchange Rate 
(CAD$ in USD$)

-0.19 3.59 -3.41 -0.34
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*Source: Total Returns in CAD$, Bloomberg, Bank of Canada, pcbond.com, Barclays Capital, BMO CM, S&P

Adam’s Comment: It has been a nice start to 2019 with global equity markets performing 
positively.  Canadian stocks have almost doubled their southern neighbor to recover all of 
the losses from 2018.  Fixed income markets are holding up, while the Canadian dollar has 
been strong as a result of a resumption in risk sentiment.  Key question is whether this 
bounce back in performance is justified fundamentally?  I think this question has not been 
answered by the recent reports of corporate performance and so investors should still be 
defensively positioned.



Chart of the Month: 
“Business Cycle History Lesson”

Adam’s Comment: This chart is very busy, but I thought it is helpful to visualize the 
business cycle and where we are today (ie. Solid black line). Currently, forecasts for
corporate performance have softened, but it seems like forecasts are still optimistic as 
compared to the typical business cycle path over history.  Therefore, if we use history as a 
guide, further reductions in forecasts are a strong possibility and so protecting your portfolio 
is a critical consideration for investors today.
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Published by: Jurrien Timmer, Fidelity Investments.



Article of the Month:
“The Worst Entry Point in Stock Market 
History?”
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The 35 year period from 1930 to 1964 produced a total return of 2234% or 9.4% on an 
annual basis for the S&P 500 index. The 35 year period from 1965 to 1999 produced a total 
return of 5947% or 12.4% on an annual basis for the S&P 500 index. The 19 year period 
from 2000 to 2018 produced a total return of 147% or 4.9% on an annual basis for the S&P 
500 index. One of these things is not like the others.

To put this into perspective, for the 35 year period from 2000-2034 to earn the same return 
as the 1930-1964 time frame, the S&P 500 would need to earn roughly 15% per year from 
2019-2034. For the 2000-2034 period to earn the same 12.4% annual return as the 1965-
1999 performance, it would have to see 22% annual gains over the next 16 years. I’m not a 
gambling man but I think I’d take the under on this one. 

The nosebleed valuation levels stock reached in the late-1990s could prove to be the worst 
entry point in stock market history. I’m also having some fun with numbers here by choosing 
such a terrible starting point. The 35 year annual return from 1984 to 2018 was a total of 
3433% or 10.7% annually. So even with the 1987 crash, dot-com blow-up, and Great 
Financial Crisis, this period has still given investors double-digit returns. In fact, going back 
to 1926, the 35 year annual return on the S&P 500 has never fallen below 8%.

The worst entry point for the next three-and-half decades was unsurprisingly September 
1929. But even investing at the peak of the market in 1929, just before the greatest crash in 
U.S. history, stocks still returned 8.1% over the next 35 years. For stocks to reach that 8.1% 
annual return level for the 35 year period from 2000-2034, the S&P would need to show an 
annualized gain of around 12% a year over the next 16 years. Never say never, but this 
seems like a stretch considering how well the past 10 years have gone. We would basically 
need a repeat of the 1990s to get there. So it looks like the year 2000 will go down as by far 
the worst entry point in the U.S. stock market over the past 100 years or so, eclipsing even 
the peak of the market before the ~85% decline in stocks that began in 1929. 

Published by: Ben Carlson, A Wealth of Common Sense at www.awealthofcommonsense.com

Adam’s Comment: This article should help reduce the fear that many clients have in 
regards to having bad luck and investing at the worst time.  If you were the worst investor in 
the world and always invested at the market peak, but had the discipline to stay invested for 
the long-term (definition of long-term in this case is 35 years), your outcome in the worst 35 
year period would be an average annual return of +8% or a cumulative return of 
approximately 1300%. So the recommendation is clear. It’s time in the market that matters
NOT market timing!



Contact Information

Address: 300 The East Mall Suite 306
Toronto, Ontario, Canada

M9B 6B7

Phone: 416-901-6500

Toll-Free: 1-888-220-2722

Fax: 416-901-9600

Email: Adam.McHenry@manulifesecurities.ca

Website: www.adammchenry.com
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Disclaimers
Manulife Securities and the block design are registered service marks and trade marks of The Manufacturers Life 
Insurance Company and are used by it and its affiliates including Manulife Securities Incorporated / Manulife Securities 
Insurance Inc. 

Manulife Securities Incorporated is a Member of the Canadian Investor Protection Fund 

The opinions expressed are those of the author and may not necessarily reflect those of Manulife Securities Incorporated 
and/or Manulife Securities Insurance Inc.

This publication contains opinions of the writer and may not reflect opinions of Manulife Securities Incorporated and/or 
Manulife Securities Insurance Inc. The information contained herein was obtained from sources believed to be reliable, but 
no representation, or warranty, express or implied, is made by the writer or Manulife Securities Incorporated and/or 
Manulife Securities Insurance Inc. or any other person as to its accuracy, completeness or correctness. This publication is 
not an offer to sell or a solicitation of an offer to buy any of the securities. The securities discussed in this publication may 
not be eligible for sale in some jurisdictions. If you are not a Canadian resident, this report should not have been delivered 
to you. This publication is not meant to provide legal or account advice. As each situation is different you should consult 
your own professional Advisors for advice based on your specific circumstances. 

This material is not to be construed as an offer or solicitation. The securities mentioned may not necessarily be considered 
suitable investments for all clients. Contact your Investment Advisor to discuss your individual investment needs. 

Manulife Securities Incorporated and/or Manulife Securities Insurance Inc. is committed to protecting your privacy and the 
confidentiality of your personal information. A copy of our privacy policy is available upon request. If you have any 
questions about this policy, please call us at 1-800-991-2121. 

Manulife Securities Incorporated is registered as an Investment Dealer, or its equivalent, with the provincial securities 
commissions and as such our Advisors are entitled to sell mutual funds, stocks, bonds and other securities as permitted 
under our registration. They may also be able to provide other services or products to you through their own business. As 
a member of the Investment Industry Regulatory Organization of Canada ("IIROC"), Manulife Securities Incorporated is 
obligated to disclose to you that you may be dealing with companies other than Manulife Securities Incorporated when 
purchasing services or products from your Associate (remuneration to your Associate may also come from various 
sources depending on the services or products purchased). For example, your Associate may offer any one or more of the 
following through a separate business, which would not be the responsibility of Manulife Securities Incorporated: 

▪ * Insurance: Life, Accident, Sickness, Disability, General. 

Please be sure that you have a clear understanding of which company you are dealing with for each of your services and 
products. Your Associate would be happy to provide any clarification you require. 

The commentary in this publication is for general information only and should not be considered investment or tax advice 
to any party. Individuals should seek the advice of professionals to ensure that any action taken with respect to this 
information is appropriate to their specific situation. Manulife, the Block Design, the Four Cubes Design and Strong 
Reliable Trustworthy Forward-thinking are trademarks of The Manufacturers Life Insurance Company and are used by it, 
and by its affiliates under license.

Stocks, bonds, and mutual funds are offered through Manulife Securities Incorporated.   Insurance products and services 
are offered through Manulife Securities Insurance Inc. Banking products and services are offered through referral. 

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 even if the value of the securities purchased declines.
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