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In 1999, the Canadian stock market benchmark, the S&P/TSX Total Return Index, was up 32% 
and the cumulative five-year return was 118%. As of mid-November 2018, the comparable 

one-year and five-year return figures were -2% and 30%, respectively. Why then are we comparing the
recent period to the late 1990s? It’s what was going on beneath the surface, among individual stocks,
that makes the current environment feel similar. There were a high number of exasperating stocks back
then, just like there are today. 

Although the hypothetical, all-equity Odlum Brown Model Portfolio’s returns were decent in the latter part 
of the 1990s, and considerably better than they have been recently, it was a frustrating time. Clients were 
understandably restless because we owned many underperforming stocks. The Model returned 11% in 1998,
considerably better than the 2% loss in the Canadian equity benchmark index. Yet at year end, 17 of the 38
stocks – 45% of the Model Portfolio – were below our cost base. It’s natural to feel uneasy about poorly 
performing stocks. The feeling is even worse when other stocks in the market are doing well. That was 
certainly the case in 1998, with the U.S. equity benchmark up 38% and U.S. Information Technology stocks up
more than 90%.

Sentiment regarding the Canadian market was so depressed that we issued a Special Report in March 1999
titled “Don’t Give Up on Canadian Stocks.” Although the Model appreciated by a satisfying 19% in 1999,
clients were understandably unsettled because that average was achieved with many laggards and a couple
of big disappointments. Moreover, clients were upset that we didn’t own Nortel Networks, the driving force
behind the Canadian market’s 32% gain that year.

Patience paid off in 2000 and 2001. Many of our out-of-fashion and depressed investments came roaring back
to life; the Model appreciated by 70% over the two-year period, as the Canadian and U.S. equity benchmarks
declined 7% and 13%, respectively.

We reflect on the past to make five important points:
1. Portfolios will always include a few disappointing investments, in good times and in bad.
2. Disappointing investments will always feel worse in tough markets.
3. It’s the batting average that matters – whether returns from successful investments outweigh those that 
disappoint – not how each individual stock performs.

4.Diversification is important. It’s impossible to know which stocks/sectors will perform best in the short 
term. It would have been wonderful to have been concentrated in technology stocks in the late 1990s, yet
disastrous to have held the same positions into the next decade when they crashed.

5.A disciplined and patient approach yields satisfying results in the long term.
Continued on next page

It Feels Like the Late 1990s

THEN NOW
December 31, 1999 November 15, 2018

Total Returns 1 Year 5 Year 1 Year 5 Year

S&P/TSX Total Return Index 32% 118% -2% 30%

Odlum Brown Model Portfolio* 19% 157% 2% 65%

S&P 500 Index ($CDN) 14% 262% 12% 112%



Season’s Greetings!

On behalf of all of us at Odlum Brown,

we wish our clients, friends and 

partners all the best for a wonderful

holiday season and a happy and 

prosperous new year.
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IT FEELS LIKE THE LATE 1990S Continued from page 1

As of mid-November 2018, 14 of the 44 stocks in the Model Portfolio are below our cost base – roughly 
one third. For the year-to-date, the split between appreciating stocks (24) and depreciating stocks (20) is
roughly even. Indeed, in many respects it feels like it did in the late 1990s.

But it also feels different. It was a two-tiered market back then. Technology and U.S. blue chip stocks were
very popular and expensive, while almost everything else was neglected and cheap. Today, that’s not the case.
There isn’t a mania in any sector, with the possible exception of Canadian marijuana stocks. Without 
mania-fueled sentiment, the overall market isn’t expensive. Odds are good that the major North American 
equity benchmarks will continue to trend higher and not experience a lengthy bear market like American
stocks did following the 1990s boom and Canadian stocks did following the resource mania in the 2000s. In
the late 1990s, there were many expensive and cheap stocks/sectors; today the valuation spread between the
popular and unpopular is much narrower. While that reality suggests a well-diversified portfolio will produce
reasonable returns, it also means that there is less opportunity to bet big on out-of-fashion securities and beat
the benchmarks over the long term. We are positioned to do well, but not to significantly outperform the
benchmarks like we did in the early 2000s.

The valuation of the overall market is a little higher than its historic average. Slower growth would suggest
lower-than-normal valuations might be reasonable, but the lower-than-normal interest rates in today’s world
suggest that valuations should be higher than normal. Knowing the exact answer to the valuation 
question isn’t important, or knowable. What is important is that we don’t have manias.

Some investors think technology stocks are too popular; they believe that the current conditions are similar to
those in the technology bubble at the turn of the century. That’s like comparing apples to watermelons, in our
opinion. Valuations are not as outrageous as they were back then. Take Alphabet Inc. (Google’s parent company)
for example. It trades at a small premium to the average stock, yet is expected to grow three times as fast as
the average company. That seems like a pretty good trade off. Growth would have to slow significantly at 
Alphabet to cause it to appreciate less than the average business over the long term. We don’t think that will
happen. The premiums investors pay now for higher-quality, growth stocks are pretty modest compared to 
history. In our opinion, it’s still a good time to own great companies. If and when growth slows, or we have a
recession, the companies that can deliver growth might become even more popular and expensive.

At the other end of the spectrum are the so-called value stocks – companies that are cyclical or lower quality
or that are not executing their business plan well at the moment. They are very much out-of-favour and priced
as if an economic recession is around the corner. The way they are priced, it’s not hard to imagine them doing
very well over the long term. These stocks might struggle if we have an economic downturn, but they might
not either. After all, value stocks did very well as we went through the technology bust and recession in the
early 2000s.

Another group of stocks struggling this year are the more stable, dividend-paying businesses: Utilities,
Telecommunications and Consumer Staples. These are generally considered safer and more dependable 
holdings, but they have sold off as interest rates have increased. While that is to be expected, we think 
investors have overreacted. Dividend yields are still very attractive relative to bond yields and the spread 
between the two is still very high compared to history. Interest rates would have to go up a lot more for these
stocks to underperform over the long term, and we don’t think that will happen.

We are well diversified across the various sectors, as we don’t have strong reasons to favour one over another.
We also have a good balance of stocks that are performing well, and those that have pent-up potential 
because they have lagged. Overall, we feel we own a collection of great businesses that will serve us well
over the long term.

MURRAY LEITH, CFA

Executive Vice President and Director, Investment Research
@murrayleith

* The Odlum Brown Model Portfolio is an all-equity portfolio that was established by the Odlum Brown Equity Research Department on December 15, 1994, with a hypothetical
investment of $250,000. It showcases how we believe individual security recommendations may be used within the context of a client portfolio. The Model also provides a
basis with which to measure the quality of our advice and the effectiveness of our disciplined investment strategy. Trades are made using the closing price on the day a
change is announced. Performance figures do not include any allowance for fees. Past performance is not indicative of future performance.
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With December upon us, here are a number of tax considerations 
and deadlines to remember for the 2018 tax year. Please note that 

December 31 is a Monday this year.

Payments, Expenses and Other Transactions
1. Tax-Loss Selling Tax-loss selling entails selling investments with unrealized
capital losses before year end to offset capital gains realized during the year. Any
remaining unused capital losses can be carried over to offset capital gains from the
three preceding years or in any future year. While this strategy may be advantageous
from a tax perspective, ensure that tax-loss selling makes sense from an investment
perspective as well.

To ensure that your capital losses can be reported in the 2018 tax year, trades on
Canadian securities exchanges must be placed no later than December 27, 2018,
as trades typically take two business days to settle. Different dates may apply to
foreign exchanges.

Beware of “superficial loss” rules. The capital loss on an investment will be denied
if you buy an identical investment during the period that begins 30 days before
and ends 30 days after the sale settlement date and you still own that investment
at the end of the period. These rules also apply if the identical investment is 
purchased by or transferred to your RRSP, RRIF, TFSA, spouse or a company 
controlled by you or your spouse.

If you are caught by the superficial loss rules, the denied loss amount is generally
added to the adjusted cost base of the identical investment purchased, in
essence deferring the loss until the ultimate year of disposition.

2. Carrying Charges Investment-related expenses, such as fees to manage 
non-registered accounts and charges and interest paid on money borrowed for
most investment purposes (other than in registered accounts) must be paid by
December 31 to be deductible in 2018.

Contributions to Registered Plans
3. Registered Retirement Savings Plans (RRSPs) The maximum RRSP 
contribution limit for 2018 is $26,230. To view your 2018 RRSP contribution room,
you can check your 2017 CRA Notice of Assessment, call the CRA’s personal 
telephone services, or log into the CRA's My Account online. If you have a 

considerable amount of contribution room or if you expect to be in a higher tax
bracket in the near future, consider making the maximum contribution this year,
but claim the deduction over multiple years, depending on your expected taxable
income.

4. RRSP Contributions After Age 71 Although you can no longer contribute to
your own RRSP after December 31 of the year in which you turn 71, you can 
contribute to a spousal RRSP if you still have contribution room and your spouse
or common-law partner is not older than 71 in the year of contribution.

5. Registered Education Savings Plans (RESPs) The federal government provides
annual Canada Education Savings Grants (CESGs) of up to $500 with a lifetime
CESG limit of $7,200 per beneficiary. Subject to the restriction outlined in the 
following paragraph, beneficiaries aged 17 or younger who have unused CESG
carry-forward room may receive up to a maximum annual CESG of $1,000 if the
account subscriber contributes $5,000 per year or more. If your child turned 15 in
2018 and you have not contributed a minimum of $2,000 or at least $100 per
year in any four years to date, December 31 is your last chance to contribute
$2,000 or more to an RESP in order to be eligible for the CESG in 2018 through
2020 (ages 15-17).

6. Registered Disability Savings Plans (RDSPs) RDSPs are tax-deferred savings
plans to help provide long-term savings for individuals who are eligible for 
the disability tax credit. Lifetime contributions of up to $200,000 can be made 
until the beneficiary turns 59. There are no annual contribution limits and the
contributions are not tax deductible. The federal government provides assistance
in the form of Canada Disability Savings Grants (CDSGs) and Bonds (CDSBs) until
the beneficiary turns 49:

• CDSGs of up to $3,500 per year with a lifetime limit of $70,000 are provided 
on a matching basis, based on the contribution amount and the 
beneficiary's family income.

• CDSBs of up to $1,000 per year with a lifetime limit of $20,000 are provided 
to low-income beneficiaries. No contributions are required to receive the bond.

RDSP holders may wish to contribute to an RDSP by December 31 to receive 
government assistance for the current year. Any unused CDSG and CDSB room,
however, can be carried forward for up to 10 years.

7. Tax-Free Savings Accounts (TFSAs) There is no deadline for TFSA contributions
as any unused contribution room is carried forward from one year to the next.
However, withdrawals in any given year do not increase TFSA contribution 
room until the following calendar year. Therefore, if you are planning to make a
withdrawal in the near future, consider making it by December 31 to be able to
re-contribute the withdrawn amount in 2019. When TFSAs were introduced in
2009, the annual contribution limit was set at $5,000, indexed to inflation in 
$500 increments. In 2013, the annual limit increased to $5,500 and was further
increased to $10,000 in 2015. For 2016 and 2017, the annual limit has reverted to
$5,500. Therefore, if you have not made any TFSA contributions to date, you
could contribute up to a maximum of $57,500 in 2018.

RICHARD MYERS, CPA, CA

Tax and Estate Planner                                                     
Odlum Brown Financial Services Limited

Odlum Brown Financial Services Limited is a wholly owned subsidiary of Odlum Brown Limited, offering life insurance products,
retirement, estate and financial planning exclusively to Odlum Brown clients.

Year-End Tax Tips and Deadlines

ODLUM BROWN FINANCIAL SERVICES LIMITED

Item                                             Deadline                 Notes

Tax Installments                            December 17           To avoid interest and penalties

Tax-Loss Selling                             December 27           To reduce net taxable capital gains

Charitable Donations                    December 31           To receive credit against 2018 taxes

Carrying Charges                          December 31           To deduct from 2018 income

Medical Expenses                         December 31           To deduct from 2018 income

Contributions                              Deadline                 Notes

RRSP                                              March 1, 2019         To deduct from 2018 income

If you turn 71 in 2018:
• Final RRSP Contribution            December 31           To deduct from 2018 income
• Convert to RRIF or Annuity       December 31           To comply with legislation

RESP                                             December 31           To receive 2018 Canada Education 
                                                                                         Savings Grants

RDSP                                             December 31           To receive 2018 Registered Disability 
                                                                                         Savings Grants & Bonds

TFSA                                              –                     See note 7 regarding withdrawals

DON‘T MISS THE 2018 DEADLINES!
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DISCLAIMER & DISCLOSURE

Odlum Brown Limited is an independent, full-service 
investment firm focused on providing professional 
investment advice and objective research. We respect

your right to be informed of relationships with the issuers or
strategies referred to in this report which might reasonably
be expected to indicate potential conflicts of interest with 
respect to the securities or any investment strategies 
discussed or recommended in this report. We do not act as a
market maker in any securities and do not provide investment
banking or advisory services to, or hold significant positions
in, the issuers covered by our research. Analysts and their 
associates may, from time to time, hold securities of issuers
discussed or recommended in this report because they per-
sonally have the conviction to follow their own research, but we
have implemented internal policies that impose restrictions
on when and how an Analyst may buy or sell securities they
cover and any such interest will be disclosed in our report in
accordance with regulatory policy. Our Analysts receive no
direct compensation based on revenue from investment
banking services. We describe our research policies in greater
detail, including a description of our rating system and how
we disseminate our research, on the Odlum Brown Limited
website at odlumbrown.com.

This report has been prepared by Odlum Brown Limited and
is intended only for persons resident and located in all the
provinces and territories of Canada, where Odlum Brown
Limited's services and products may lawfully be offered for
sale, and therein only to clients of Odlum Brown Limited. This
report is not intended for distribution to, or use by, any person
or entity in any jurisdiction or country including the United
States, where such distribution or use would be contrary 
to law or regulation or which would subject Odlum Brown
Limited to any registration requirement within such jurisdiction
or country. As no regard has been made as to the specific 
investment objectives, financial situation, and other particular
circumstances of any person who may receive this report,
clients should seek the advice of a registered investment 
advisor and other professional advisors, as applicable, regarding
the appropriateness of investing in any securities or any 
investment strategies discussed or recommended in this report.

This report is for information purposes only and is neither 
a solicitation for the purchase of securities nor an offer of 
securities. The information contained in this report has been
compiled from sources we believe to be reliable, however, we
make no guarantee, representation or warranty, expressed or
implied, as to such information’s accuracy or completeness.
All opinions and estimates contained in this report, whether
or not our own, are based on assumptions we believe to be
reasonable as of the date of the report and are subject to
change without notice.

Please note that, as at the date of this report, the Research
Analyst responsible for the recommendations herein, associates
of such Analyst and/or other individuals directly involved in
the preparation of this report may hold securities of the 
issuer(s) referred to directly or through derivatives.

No part of this publication may be reproduced without the 
express written consent of Odlum Brown Limited. Odlum Brown
Limited is a Member-Canadian Investor Protection Fund.

Odlum Brown Limited respects your time and your privacy. 
If you no longer wish us to retain and use your personal 
information preferring to have your name removed from our
mailing list, please let us know. For more information on our
Privacy Policy please visit our website at odlumbrown.com.
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We are pleased to invite you and 

your guests to Odlum Brown’s 

signature investment presentation series.

Debra Hewson, Murray Leith and members

of our research team will share our 

approach to growing and preserving

clients’ wealth for generations. 
Debra Hewson
President and Chief Executive
Officer

Murray Leith
Executive Vice President and
Director, Investment Research

KELOWNA
Monday, February 4, 2 PM
Coast Capri Hotel, Ballroom 
1171 Harvey Avenue
RSVP to Lindsay at 250-861-5700 by 
January 28.

WEST VANCOUVER
Tuesday, February 5, 7 PM
Kay Meek Centre, Main Stage Theatre 
1700 Mathers Avenue
RSVP to Tony at 604-844-5624 by 
January 29.

CHILLIWACK
Wednesday, February 6, 2 PM
Coast Chilliwack Hotel
Rosedale Room, 45920 First Avenue
RSVP to Taylor at 604-824-3376 by 
January 30.

SOUTH SURREY
Thursday, February 7, 7 PM
Morgan Creek Golf Course 
3500 Morgan Creek Way
RSVP to Tony at 604-844-5624 by 
January 31.

VANCOUVER
Monday, February 11, 2 PM
The Fairmont Waterfront (Waterfront Ballroom)
900 Canada Place Way
RSVP to Tony at 604-844-5624 by 
February 4.

VICTORIA
Tuesday, February 12, 2 PM
Delta Victoria Ocean Pointe, Ballroom 
100 Harbour Road
RSVP to Monica at 250-952-7775 by 
February 5.

COURTENAY
Wednesday, February 13, 2 PM
Crown Isle Resort, Ballroom 
399 Clubhouse Drive
RSVP to Chani at 250-703-0637 by 
February 6.

LANGLEY
Thursday, February 14, 2 PM
Langley Events Centre, Banquet Hall 
7888 200 Street
RSVP to Savreen at 604-607-7504 by 
February 7.

RSVP early and electronically! 
Visit odlumbrown.com/rsvp to 
register online.

Space is limited.


