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It’s not only the stock market pundits who are 
notoriously wrong, witness the result of the Canadian 
federal election of October 19th which the experts 
near-unanimously judged too close to call! 
 
And now meet soon-to-be 44 year-old Justin Trudeau, 
Canada’s 23rd prime minister, who against all the odds 
led his Liberal party to a stunning coast-to-coast 
majority victory and could well be a whole lot readier 
than those discredited Tory ads would have had us 
believe. 
 
This time it wasn’t “the economy stupid” that the 
Conservatives had counted on to carry the day (as it 
did for David Cameron in the U.K.).  The overleaf Globe 
and Mail cartoon of early-July perceptively captured an 
autocratic prime minister increasingly losing contact 
with “ground control”.   So much so, as it turned out, 
that the Canadian electorate didn’t so much vote a 
new government in as throw an incumbent 
government out.  What is more they did so 
nationwide.  Incredibly, the engaging Mr. Trudeau and 
his re-energized Liberals leap-frogged from third-party 
status and  36 seats in the previous parliament to 185 
in an expanded 338-seat House of Commons – in the 
process relegating the Tories to 99 seats and Official 
Opposition status, and the NDP, the opposition in the 
previous parliament, to a third-party 44 seats.  (And of 
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the remainder the Bloc-Quebecois – 10 seats, the 
Green Party – one.) 
 
With a tidal swing like this Mr. Trudeau’s government 
and 30-member, equal-gender cabinet (compared with 
40 in the Harper government) are by definition full of 
rookie parliamentarians.  If nothing else this portends 
refreshing change: But maybe more than that as 
newly-appointed ministers like the respected Bill 
Morneau (finance) and Chrystia Freeland 
(international trade) take on key portfolios, and 
veteran Scott Brison becomes president of the 
treasury board.  There’s also the open approach 
advocated by Canada’s personable new prime 
minister, to go with a newfound feeling of nation-
wide-togetherness. 
 
In Navigate Today’s Stock Market Storms (Oct. 16), the 
possibilities I saw for turning downtrodden Canadian 
investor sentiment around included an ‘acceptable’ 
election result which I like to think we have had.   
(Another was the Toronto Blue Jays winning the World 
Series – alas not, though they came close, in the 
process instilling much national pride.) 
 
After the election, an experienced and worldly U.K. 
investor friend emailed me to say that to understand 
Canada is simple: They (that’s us) are always either 
liberal conservatives or conservative liberals – and 
both generally think and behave the same!  This time 
we will have to see as the honeymoon and charisma all 
too soon give way to harsh reality.    This certainly 
didn’t take too long – Day Three in fact, when 
President Obama called Prime Minister Trudeau to 
reject Keystone XL (refer later).   
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In the meanwhile, and nonetheless, Canada and its 41st  
parliament which is to be convened as early as 
December 3rd are abuzz  with refreshing change and 

expectancy  −  not forgetting a combined opposition 
of 153 members to ensure healthy debate and counter-
opinion. 
 
Rather than the comparisons with the advent of the 
Obama presidency in January 2009, I wonder if today’s 
Canada better reflects the Camelot-like change that 
greeted John F. Kennedy (another early-forties leader) 
in January 1961.   And neither do we have a rabble-
rousing Donald Trump or divisive Ted Cruz, or the 
prospect of the ‘same old’ Clintons and Bushes girding 
for yet another political battle at huge (some would 
say obscene) national expense.    
 
As I said previously, it’s all differently refreshing – as 
today’s Canada adds up to excitement, expectancy 
and investable change! 
 
 

 
 
 

The  N o t - S o - S t up id  E c onomy  

 
While it wasn’t the ultimate election arbiter (as it so 
often is), there is general acceptance that a sluggish – 
and oil and resource-damaged – Canadian economy 
could well do with the ‘fiscal jolt’ that the new 
government has promised.  Three years of moderate, 
$10 billion deficits should certainly be manageable 
within a $2 trillion economy.   The intensified 
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infrastructure spending that these deficits will be 
intended to facilitate could indeed stimulate needed 
long-term growth.  But, given that the Canadian 
economy is not in recession, the return to budget 
balance by fiscal 2019-20 is an election promise that 
will absolutely need to be kept. 
 
As the IMF, OECD and others, even Ottawa’s own 
watchdogs,  keep dumping on the Canadian economy 
there’s the Scotiabank study of last early-September  
to remind of a rebounding economy in which 
Canadians are working more hours than ever before, 
the country is on track for the fastest pace of job 
creation in the past three years, export volumes are 
tracking double-digit percentage growth across 
considerable breadth, and new home construction is 
growing at the fastest pace – also in three years.  Since 
that article some forecasters have even seen Canada’s 
GDP growth matching or exceeding the U.S. where 

admittedly a drastic drop in inventories 
turned out to have slowed third quarter 
growth to an annualized 1.5%.   No doubt as 
well that a steeply-discounted 75 cent (U.S.) 
Canadian dollar should also help.  In 
addition, there’s HSBC, the London-based 
global bank, making Canada an exception in 
its worldwide scaling back, because of our 
prodigious trade potential which it sees as 
an exceptional opportunity. 

 
All of which might help a new government – and its 
minister of finance – hit the ground running better and 
faster than expected.  Furthermore, it mightn’t be 
such a bad time to be finance minister in Ottawa after 
all, as one brave headline suggested! 
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Ene r g y  &  P i p e l i n e s ,  e t  a l  

 
While not unexpected, President Obama’s rejection 
of the Keystone XL pipeline, its timing and the way it 
was delivered stung nonetheless.  So did the way 
symbolism and political rhetoric so obviously 
outweighed the facts. 
 

After seven years of procrastination, never mind that it 
was Canada’s new prime minister’s third day on the 
job.  Clearly more important to the president was the 
upcoming 21st annual UN climate-change Conference 
of the Parties (COP) in Paris, at which he intends to 
take up the standard for a U.S. now bent on becoming 
a world leader in curbing greenhouse gas emissions 
and global warming. 
 
There could be no place for a pipeline shipping ‘dirty’ 
Canadian crude in a crusade like this.  Which also 
means those Gulf refineries so vitally dependent on 
Canadian crude will have to find other means of 
delivery –like new pipelines called railroads! 
 

That Canada’s ‘dirtier’ crude 
would not increase America’s, 
energy security was even harder 
to swallow considering 
politically-charged sources like 
Saudi Arabia, Venezuela and, 
shortly, Iran on which, it might 
have to become more 
dependent. 
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Joe Oliver, Canada’s former minister of 
both finance and natural resources, has 
pointed out in a letter to the media that 
since 2010 the U.S. has built pipelines 14 
times the length of the Keystone XL, 
while at the same time importing 
Canadian crude in increasing quantities 
(refer the accompanying charts).  Also 
that there has been an exponential 

increase in Canadian bitumen transported by rail – 
nearly half a million rail cars in 2014.  In an enlightening 
expose Mr. Oliver reminds, as well, that emissions 
from Canada’s oil sands overall represent only about 
1/1000th (yes one one-thousandth) of global emissions.  
 
Paul Ryan, the new Speaker of the U.S. House of 
Representatives, used the word ‘sick’ to describe how 
America’s best friend had been treated.  For his part, 
Mr. Oliver concluded “when our only customer needs 
us less and cares even less, we must find new markets 
for our oil and gas”.  Which Canada must now urgently 
do - in an energy-hungry world in an environmentally 
responsible way.  
 
There can be no doubt of our new government’s 
resolve to tackle the issues of greenhouse gas 
emissions and global warming head on.  Roll on COP 21 
with its 50,000 delegates from 190 countries which will 
include our Prime Minister as well as Catherine 
McKenna, minister of a renamed Environment and 
Climate Change portfolio, and representation from 
many of Canada’s provinces.   No doubt there’s more 
than ever to play out in what shapes up as an 
intensified worldwide initiative - with many 
accompanying investment opportunities! 
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Wher e   N ow?  

 

It may have been an acceptable election result, but 
you wouldn’t think so given the way a sorry Canadian 
stock market continues its lengthy downward drift - in 
lock-step with continuously sagging oil and resources 
prices and most recently the U.S. stock markets 
encountering fresh weakness. 
 
Year-to-date, the S&P/TSX Composite index is down in 
the order of 10%.  Add the decline in a 75-cent Canadian 
dollar that began the year at U.S. 86 cents and the 
decline is closer to 25% in international terms.  On 
these benchmark statistics Canada is a market best not 
to have been in: On the other hand,  what bargains 
and investment opportunities in a market and its 
currency that are now more attractive – and fire-sale 
cheap – than ever! 
 
I keep thinking of Benjamin Graham’s credo: “The fact 
that other people agree or disagree with you makes 
you neither right nor wrong.  You will be right if your 
facts and reasoning are correct”.    
 
The facts are that Canada is in better fiscal shape than 
almost all other G-7 and G-20 members (thank you 
Stephen Harper).   So too is corporate Canada with a 
strong collective balance sheet that includes our major 
oil and mining companies cutting and controlling 
operating costs more assiduously than ever. 
 
Against a background like this I remain confident in my 
recently-rebalanced Canadian Equity 6-Pak *.   In 
addition, I’m maintaining my  focus on strong dividend 
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payers  (if Enbridge why not also Enbridge Income 
Fund?) and I unhesitatingly still recommend such 
diverse standouts as Cenovus Energy, Suncor Energy, 
Teck Resources, Labrador Iron Ore and Power 

Financial Corp (refer “Navigate Today’s Market 

Storms”). 
 
As an extremely tough year enters its final weeks, tax-
selling could exert further last-ditch pressures.  
Another timely awareness for Canadian investors 
should be the need to top up and fully use the 
exceptional advantages of a soon-to-be-changed Tax 
Free Savings Account (TFSA). 
 
In closing (for now) why not also reflect on the 
wisdom of those two great masters  (Master Class June 
8) – Warren Buffett, for his reminders that successful 
investing doesn’t require extraordinary intelligence, 
but rather extraordinary discipline; Charlie Munger for 
his observation at this year’s overflow Berkshire 
Hathaway annual meeting that if the markets didn’t 
panic as they so often do, he and Warren wouldn’t be 
nearly so rich! 
 
MRG 
November 13, 2015 
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