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THE RISKS OF “PARALYSIS BY ANALYSIS” 

- Waiting for Godot, Opportunities Lost! 
By 

Michael Graham, Ph.D 
 

 
 

 
 

 

 
 

 
 

 
 

 
 

 
As goes January, so goes the year!  If this old investment saw is to 

hold true in 2016 investors should be bracing themselves afresh 
after an opening month that wiped $7 trillion from equities 

worldwide and continued on into February, with yet another Black 
Monday (Feb. 8th) to add to my career list.  A pent-up rebound has 

helped calm fears for now, but stock market benchmarks remain 

underwater everywhere .  Year-to-date, the S&P 500 is down *
6.2%, the Dow Jones Industrials 5.9% and the NASDAQ Composite 

10.0%.  Internationally, the declines are running at 19.2% on the 
Shanghai Composite, 16.1% on Tokyo’s Nikkei and 12.6% on 

Frankfurt’s DAX among the majors.  A notable exception is the 
Toronto’s TSX Composite’s break-even (or very close), in startling 

comparison to the 6.3% decline on its international twin, the 

Sydney All Ordinaries. 

 ���� Week-ending February 19, 2016 
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Study the S&P chart on page 1 and could there be signs of a completed 
head-and-shoulders?  And in Canada’s case of that long and dark shadow 
over our beaten-up and worst-performing oil and resource-tarred 
benchmark at last beginning to wane?  Hence, at an upside down time 
when everything that’s important is counterintuitive and everything 
obvious wrong (thank you Charlie Munger), might the January “effect” be 
flouted this time round and could 2016 turn out to be a second successive 
contrary year, this time on the upside?? 
 
Regardless, wounded value investors should be standing back from a 
hyped – or is it a spooked - “crowd” of panicked and media-mesmerized 
investors, traders and hedge funds to assess the facts in the best 
Benjamin Graham tradition.  In so doing they might find much to dispel 
today’s pervasive gloom and the Godot-like inclination to procrastinate 
while waiting for more analysis, still more “expert” opinion, promised 
government stimulus, more quantitative easing (alias money printing), on 
and on. 

 
I expectantly await Warren 
Buffet’s annual letter to 
shareholders after BRK’s 16% 
decline in 2015.   You can bet 
he hasn’t been sitting on his 
hands.  (Interesting as well is 
Berkshire’s significant 
investment in Kinder Morgan 
Inc. and its application to twin 
its TransMountain oil sands 
pipeline in Canada!)   
 
The late Sir John Templeton’s 
legendary long-term approach 
and his favourite word 
“fortitude” also come very 
much to mind in the 
capsulized summaries that 
follow: 

 

Acknowledgement: Brian Gable, Globe & Mail 
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Nothing could currently be more dominant than OIL, 

mankind’s global energy driver of the past century  

Omit the “t” from the subheading above and the 

witches in Macbeth couldn’t have said it any better, 

today’s double trouble stemming from the over-supply 

of a prolific U.S. shale oil boom and the havoc of Saudi 

Arabia’s “damn the torpedoes” pumping policy to 

maintain market share.  Who will blink first to stem the  

collapse of West Texas (WTI) and Brent prices to 

totally-unpredictable levels; and as OPEC partners like 

Iraq and Iran threaten still more supply, and all-but 

bankrupt members like Venezuela and Nigeria face 

collapse?  Also as non-OPEC Russia is pushed further 

into recession, the Bakken and other U.S. shale fields 

are no longer able to break even and Canada’s 

burgeoning oil sands are up against extreme survival  

 

����      Double, Double (T)Oil and Trouble 

Acknowledgement: The Atlantic, Nov. 2015 
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pressures.  Could it also be the Saudis who give way as 

they wage war on two fronts (Yemen and ISIS) and 

their budget deficit balloons to 20% of GDP? A 

fascinating reflection is that $50/bbl oil might have 

been far enough to push world oil prices down to, not 

$30!  Growing signs of consultation between Saudi 

Arabia and others add to hopes of price stabilization at 

levels higher than today’s “crashed” levels.   Exxon 

notes how rising global population and economic growth 

in emerging markets must in any case lead to a one-

third surge in global energy demand, in which oil will 

feature centre-stage, by 2024.   Here, in Canada the 

respected Seymour Schulich calls the rebound in oil 

prices “inevitable”, with an accompanying “slingshot” 

effect on Canadian energy share prices.  Jim Gray of 

yesteryear Noranda and Canadian Hunter fame reminds 

how oil has always been a volatile business and reflects 

that there are fortunes waiting to be made in today’s 

beaten-up Canadian and Alberta oil patch.  Don Guloien 

of Manulife says the time to “back up the truck” could 

perhaps be now!  Crosbie and Company draws attention 

to the coming mega-deal merger activity.  Today’s oil 

conundrum: There’s nothing quite like it – and why 

Canadian investors, in particular, could have that 

“slingshot” recovery to look forward to! 
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It’s a “game” 

involving  
oil and its 

geopolitics at 
every turn – the 

Syrian civil war, 
the rise of ISIS, 

Europe’s 

formidable 
refugee 

problem, climate 
change and global warming, et al.   Given that Gazprom 

is the biggest natural gas supplier to the EU, Mr. Putin’s 
hand could be even stronger than depicted.  Note as 

well who has the most chips, President Xi Jinping’s 
enormously strong worldwide economic power 

enhanced by China happening to own a great chunk of 
that massive $18 trillion U.S. debt in which its foreign 

exchange reserves are dominantly invested.  The third 
player at the table still heads the world’s remaining 

superpower – military, economic, financial, technology.  
If there’s a common comfort it’s in how much the three 

main players – and indeed all of us - need each other. 

 
 

 
 

 
 

����   Geopolitics – The New World Game 

Acknowledgement: The Economist 
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Imagine being worried by GDP growth slowing to 6.9%, 
a growth rate that could well become the “new normal” 

as the world’s second-largest economy and an 
urbanizing giant of 1.4 billion people transitions to a 

consumer and service-led economy.  Not that there 
aren’t accompanying worries, among them the drop in 

China’s still ample foreign exchange reserves to $3.2 
trillion, and the nail-biting volatility that characterizes 

its stock markets.  (Just imagine 400 million, a large 
proportion housewives, trading stocks on their hand 

phones!)   “It doesn’t matter if a cat is black or white so 

long as it catches mice” answered Xi Jinping who 
emerges as an exceptionally powerful and able leader.  

One such mouse is corruption, another pollution.  Xi 
also seems more inclined to soft power as opposed to 

military might, given China’s growing worldwide 
economic influence and the Renminbi’s imminent 

joining of the dollar, euro, pound and yen in the IMF’s 
global currency basket.  “Shaken: Still Standing” might 

probably best describe today’s China.  I beg to differ 
with hedge-funder Kyle Bass as well as George Soros, 

and would not want to sell China and its currency short. 

  

����    The China Factor 

Acknowledgement: Capital Acumen 
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Fed chair 

Janet Yellen 
may have 

brought about 
the “end of 

zero” and 
triggered the 

return of 
higher U.S. 

interest rates, 
but the 

chances of the additional quarter-point Fed fund 

hikes she would have liked this year are highly 
questionable:  There now seems scant prospect of 

central banks wanting to raise their rates in 2016 
as they (ironically) look for a renewal of inflation 

which is seen as much preferable to deflation.  
Stephen Poloz seems content to sit on the Bank of 

Canada’s current 0.50% overnight rate while 
awaiting the coming flood of federal and 

provincial government deficits and infrastructure 
spending.  A continuation of near-zero interest 

rates certainly doesn’t augur well for the 
Canadian bond markets, or for Canadian or fixed-

income investors who are being left with little 
choice but to fall back on dividend-paying equities 

and maybe also another try at good-quality 

preferreds. 
 

 

����     Whither Interest Rates 
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Some recent softening of the U.S. dollar has 

also rubbed off on its Canadian counterpart 
which Stephen Poloz sees as moving in 

lock-step with world oil prices.  In truth, 
only the Japanese Yen and the Swiss Franc 

can hold up against the world’s premier 

reserve currency and safe haven.  Which 
can only complicate the timing of Ms. 

Yellen’s planned Fed fund increases and add 
competitive problems for the U.S. corporate 

sector and S&P 500 earnings forecasts.  
Meanwhile a low-70 cent Canadian dollar 

eases oil industry pressures, while 
improving export competitiveness and 

tourism, but with the CAD’s correlation with 
world oil prices to be kept in mind when 

they begin their inevitable recovery. 
 

 
 

 

 
 

 
 

 
 

 
 

 
 

����     Currency Effects and the Reigning Greenback 

 

Trade Weighted U.S. Dollar 
DXY Major Currencies 

Acknowledgement: John Aitkens, TD Securities 
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Acknowledgement: The Economist 

 
 

 

 
 

 
 

What an 
incredible 

gauntlet 
and what a 

“strange” 
election, a 

word used 
by more 

than one 
expert 

commentator.  If the brawl hasn’t already 

intensified within the Republican contender 
ranks, just wait until the two presidential 

candidates eventually square off.  Donald 
Trump and his flamethrower style could be 

touching on a deep-seated American 
anxiety.  However, unlike Ronald Reagan, 

who saw America as a shining city on a hill, 
Mr. Trump sees nothing ahead but 

unmitigated disaster in his quest to “Make 
America Great Again”.  A next big part of 

the puzzle could be filled in on Super 
Tuesday, March 1st.  Like it or not investors 

the world over will need to be kept tuned in 

on an American presidential politics in the 
run-up to November. 

 

����      U.S. Election Politics 
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The first hundred “sunny 
days” are inexorably  

giving way to the hard 
reality of tangible (often 

tough) decision-making 
on an economy stuck in 

low gear, and a badly 
hurting Alberta, 

Saskatchewan and also 
Newfoundland, all in dire 

need of federal help.  
Critical pipeline decisions 

cannot keep on being 

deferred.  There’s also the prioritizing of a 
hundred or more election promises.  Most 

immediately, the $10 billion annual deficit 
promised in the election has become $18.4 

billion without all that promised kick-start 
infrastructure spending.  Some even think 

annual deficits as high as $30 billion would 
be manageable within a $2 trillion economy.  

If so, I hope Finance Minister Morneau 
hasn’t forgotten his frequent references to 

the debt/GD ratio, currently at the low 30% 
level, as a key discipline.   His freshman 

budget is to be tabled on March 22nd.  It 
cannot come too soon.  Investors, including 

the international investment community, 

will be watching closely to see how Canada 
measures up to its stern fiscal tests. 

����      Canada After the Honeymoon 
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“Canada’s pipeline projects all snakes, no 
ladders” read a sceptical headline as still further 
delays for yet more National Energy Board 
review and First Nations and environmental 
consultation were announced.  Most urgently 
are the twinning of the Kinder Morgan pipeline 
from the Alberta oil fields to Vancouver (noting 
Warren Buffett’s initial investment), and the 
Energy East project to convert and extend an 
existing TransCanada pipeline to transport 
Alberta oil to refineries in Montreal and Saint 
John, New Brunswick.  Energy East could have 
the makings of a 21st century nation builder.  At 
least there’s the  reversal of Enbridge’s Line 9 
(over much protest) to get Western Canadian oil 
to eastern markets and its Alberta Clipper line 
now pumping that much more into U.S. 
markets.  The “paralysis by analysis” title to this 
article was inspired by an exasperated oil 
company executive.  Projects like these and 
also those major west coast LNG projects and 
the pipelines to service them fall within federal 

����       Pipelines – For Market Access & Nation-Building 

Globe & Mail, ROB, Jan 22, 2016 
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jurisdiction and must be vetted thoroughly.  But 
please (and unlike President Obama and 
Keystone) with definite decision-making intent, 
not stifling never-ending procrastination. 
 
 

 
 

 

 

“Deficits as far as 

the eye can see” 
ran an eye-

catching recent 
headline: Not only 

once again in 
Canada, but also 

worldwide as 
forecasts are 

downgraded (e.g. 
global growth to less than 3%, the U.S. to 

2% and Canada to Finance Minister 
Morneau’s revised 1.4%), and the need for 

break-out economic growth becomes 
increasingly urgent.  Concomitantly, that 

massive edifice of accumulated debt still sits 

out there.  The sobering Economist front 
cover is not a subject for discussion here, 

except to remind Prime Minister Trudeau 
and his confreres of the need to resist the 

temptation of spending their way into ever 
more debt-compounding future crises. 

 
 

����      Deficits, Debt and Still More Deficits 

Acknowledgement: The Economist 
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The theme of my post-election Canadian Update (Nov. 13, 2015) 

grew on me all the more as the battering of our energy and 
commodity-related stocks continued to take the whole market down 

with it.  My Canadian Equity and Dividend 6-Paks, my widely 
ranging Canadian recommendations and virtually no portfolio could 

escape 2015’s, oil tsunami unscathed.  Now, where does the best 
recovery potential lie as this storm-of-storms at last shows some 

sign of blowing over? 

 
 

 
 

 

 

My Canadian Equity 6-Pak’s strict equal 
weightings and single-industry diversification at 

least helped temper the damage most heavily 
inflicted on Encana and Cenovus Energy, both of 

which have just cut their dividends – ECA to U.S. 
16 cents, CVE to 20 cents for the second time in a 

year.   I can understand these cuts, companies in 
survival mode not having much choice.  According 

to its chief executive, Cenovus has now bolstered 
its balance sheet sufficiently to get through to 

2018 at today’s (depressed) oil prices: I persist in 

believing it’s a stock that if the market doesn’t 
like an acquirer eventually will; hence Cenovus 

Energy (CVE -$14.55) remains one of my prime, 
now strengthened, recovery recommendations.  

����      Canadian Equity & Dividend 6-Paks 
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At latest close, the Canadian Equity 6-Pak was 
still underwater principally due to the drag of 

Cenovus and Encana. On the other hand the 

Dividend 6-Pak had turned modestly positive.  I’ll 
be rebalancing both, an essential requirement to 

their success, once market conditions stabilize: 
Except to note in advance that the Dividend 6-Pak 

will need a lesser energy weighting, and that 
TransAlta Corp must be replaced after slashing its 

dividend (to 16 cents) for a second time in three 
years – my thinking being to go to full weight in 

its alternative energy spin-off TransAlta 
Renewables (RNW - $11.00) where I don’t see 

much risk to the current 88 cent annual dividend. 
 

Also to be noted is how Thomson Reuters (TRI - 
$49.50) has raised its dividend to U.S. $1.36 level 

for the 23rd consecutive year: In similar vein, I’d 

be surprised if Bank of Nova Scotia (BNS - 
$56.01) and Enbridge (ENB - $43.14) and its 

Enbridge Income Fund (ENF.UN - $26.89) don’t 
also continue their long strings of consecutive 

annual dividend increases. 
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Hats off as well to Dividend 6-Pak member BCE 
(BCE - $59.01) for raising its annual dividend by 

5% to $2.73 as George Cope, its president and 

Canada’s Outstanding Chief Executive of the Year, 
reports it met all its targets for 2015.  (No wonder 

BCE is currently in all time high territory!) 
 

While 2015 took a heavy (largely paper) toll, my 
distinctive  6-Paks with their 3-D approach of 

disciplined rebalancing, diversification and 
dividend support have nonetheless produced very 

superior results since being launched in 2004-05 
(refer the previous page.)   Given the world-class 

content and quality of both, I have every 
confidence in a continuation of the superior total 

return trends that have been established, whether 
for capital appreciation or rising dividend yield as 

the investor need may be. 

 
 

 
 

 

Given the potential upward leverage from 

depressed bargain levels, today’s search for 
bargain value among Canadian equities 

must be concentrated on energy, mining 
and related, where the range will also be 

found to be surprisingly – and gratifyingly – 

wide.  At the top of these lists must be 
Suncor Energy (SU - $32.86), with 

Canadian Natural Resources (CNQ - 

����      Other-Surprisingly Wide-Canadian Choices 
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$28.09) not far behind.  There’s also 
previously-mentioned Cenovus Energy 

and finally Encana Corp. (ECA - $4.33) 

which could hardly be cheaper even if 
continuing to severely test my patience and 

pain thresholds.  Among the juniors, I keep 
eyeing Baytex Energy Corp. (BTE - $2.66) 

for its resilience and comeback possibilities: 
I don’t doubt there are many others. 

 
Elsewhere in the energy and related sectors 

I have every continuing confidence in  
Enbridge Inc. and its Enbridge Income 

Fund (as previously mentioned), and also 
Trans Canada Corp (TRP - $49.98) for the 

magnificent and attractively diversified 
world-class companies that they are.   In 

the pipeline context I haven’t given up on 

Veresen Inc. (VN - $7.49)  for its steadfast 
oil delivery to the U.S.-Midwest from the 

Alberta oilfields and its exciting Jordan Cove 
project to deliver Canadian LNG to Asia 

from the coast of Oregon, in which it is 
partnered with private equity firm Kohlberg 

Kravis Roberts (KKR). 
 

In mining, Franco-Nevada (FNV - $78.75) 
leaps at me for its built-in gold hedge; also 

Teck Resources (TCK - $8.15) for its steep 
rebound potential to go with an enviable 

long-life combination of copper, zinc, 
precious metals, steelmaking coal and 

oilsands, as well as a balance sheet to see it 

through to inevitable product price 
recoveries.  (I also keep watching an 
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increasingly buoyant “Dr. Copper” above 
$2.00/lb. in this same context.) 

 

In the industrial sector, Canadian Pacific 
Railway (CP - $173.98) combines its 

pursuit of Norfolk Southern with impressive 
efficiencies (e.g. an operating ratio down to 

60%) in an era when railroads are taking on 
new leases on life: For those who prefer 

there’s also Canadian National Railway 
(CN -$78.48) which adds up to North 

America’s leading railroad by every metric. 
 

For prudence combined with reliable and 
annually rising dividend income I wouldn’t 

look much further than Sun Life Financial 
(SLF - $40.45) and Power Financial Corp 

(PWF - $31.46) for their insurance expertise 

combined with rising wealth management 
and financial servicing orientation.  And 

finally for sleep-at-night world-class quality 
and growth there can be little to surpass 

Brookfield Asset Management (BAM - 
$41.84) and its Property and 

Infrastructure and Renewable Energy 
affiliates. 

 
Finally, I’m resolved to take fresh looks at  

Agrium (AG - $112.95) and Potash Corp. 
of Saskatchewan (POT - $22.06), both at 

or near 52-week lows, for their leading and 
turnaround roles in North American and 

world agriculture. 
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The Year of the Monkey that started on February 8th, this time a “fire-
monkey” no less, is known to be the 12-year Lunar cycle’s involved and 
busy year.  In a Monkey year it pays to not be too clever for one’s own 
good, but also to look for the chance to be skilful on a grand scale.  How 
apropos in our world as well, witness the markets experienced in the 
Monkey years in my lifetime  and immediately before – 2004, 1992, 
1980, 1968, 1956, 1944 and 1932 – and doubtless once again in 2016. 
 
The late Sir John Templeton kept warning that the most expensive (or 
dangerous) phrase in the investment language is “this time it’s different”.  
Agreed it’s been quite a lot different in the years since 2007-08, including 
the havoc of that worldwide 2014-15 oil tsunami.  But not so different 
that the timeless market cycle and its ceaseless self-adjusting 
mechanisms wouldn’t once again bring about the next recoveries in our 
economies and stock markets: And this time also in beleaguered 
Canadian equity markets and their battered energy and commodity 
components much more than most! 
 
Combine Sir John’s favourite word, fortitude, with this certainty and there 
is all the more reason to want to be positioned in rebounding markets 
whose upward momentum could well accelerate into 2017.  Precise timing 
is never easy, but waiting for the Godot who never turns up can only be 
self-defeating.  In particular, there’s the recovery potential of a fire-sale 
cheap Canada, its dollar and stock markets that domestic as well as 
international investors should not want to miss out on – with the slingshot 
Schulich effect in our energy and commodity related stocks to add to the 
leveraged potential advantage. 

 

Michael  Graham 

February 22, 2016 

 
  

 

 

 

 The information contained in it is obtained from sources believed to be reliable but we cannot represent that 
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or product and should not be construed as such. Michael Graham has a beneficial ownership interest in 
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