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Market Comment
Stock markets around the world enjoyed positive returns in August for the most part, with the S&P500 setting a new alltime high. This is surprising to many as plenty of economies remain in serious recessions, but stock markets are forward
looking and tend to look past current and short-term events. With recent optimism regarding vaccine progress, markets
could be anticipating a post-COVID world in the relatively near future.
Last week Federal Reserve chairman Jay Powell announced an update to the bank’s policies. The most significant
change was to how the Fed will deal with inflation in the future, announcing that it will no longer have a hard 2% target
ceiling to inflation. The Fed will now seek to achieve inflation that averages 2% over time. This means that if actual
inflation is below 2% for a period of time, then increases over 2%, the Fed may let inflation exceed 2% for some time so
that the average rate is 2%.
This may seem like a small change, but in certain scenarios it can have a profound impact on an investment portfolio.
Inflation can be very detrimental to retirees on fixed incomes who tend to have high allocations to bonds, because the
purchasing power of those bonds is eroded away more quickly with higher inflation, while retirees’ expenses are likely to
increase in line with inflation.
We have often discussed inflation in these Chart Books because of its risks and also because it seems more likely now
than in the recent past that we do experience increasing inflation with the amount of money printing and government
stimulus that has occurred during the pandemic.
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Source: Ocean Front Wealth Management, Federal Reserve, stockcharts.com

Index Returns Year-to-Date
As of Sept. 2, 2020
S&P500 (USA): 10.7%
Emerging Markets: 1.1%
DAX (Germany): 0.2%
TSX (Canada): -2.2%
Nikkei (Japan): -3%
CAC (France): -16.8%

Certain markets reached positive territory for the year in August, while the S&P500 made a new all-time high.
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Source: Ocean Front Wealth Management, stockcharts.com

Personal Saving Rate - USA
Personal Saving Rate (USA, %)
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This year Americans have been saving at the highest rate ever in data dating back to 1959. This is likely due to a combination of
factors including government stimulus payments, the ability to defer expenses such as mortgages and rent, and others. An
important question is: where will this money go once the virus is under control or a vaccine is available? Possibilities include
stocks/bonds, which would likely push their values up, goods and services, which could push inflation up, and others.
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Source: Ocean Front Wealth Management, Federal Reserve Bank of St. Louis

Savings in Checking Accounts - USA
Total Checkable Deposits (Billions of Dollars)
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Since the beginning of the year, savings in checking accounts of Americans have increased by about US$1.3 trillion, much of
which is from the US$2.2 trillion CARES Act passed in March. Congress is currently negotiating a second stimulus package.
Once again we must wonder where this money will go once the virus is under control or a vaccine is available.
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Source: Ocean Front Wealth Management, Federal Reserve Bank of St. Louis, Bloomberg

Housing
In Canada and the US, the
housing markets have been
very strong, perhaps getting a
boost from excess savings.
Canadian home sales in July
were the highest in over 40
years.
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Source: CREA, Ocean Front Wealth Management

Large vs. Small Capitalization Stocks
The largest American companies have
continued to outgrow most of the rest
of the market. The largest 5 companies
in the S&P500 (Apple, Microsoft,
Amazon, Google and Facebook)
represent about 23% of the index. The
S&P500 index represents about 80% of
the US stock market value, so these 5
companies represent about 18% of the
entire US market value.
An incredible anomaly is that Apple is
now larger than the entire Russell 2000
small cap index, which means is it
essentially larger than an entire asset
class (small cap stocks).
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Source: Bianco Research, Bloomberg, Investopedia, Ocean Front Wealth Management

European vs. American Stocks
The relative performance of European
stocks to American stocks recently
reached a 100 year low. Yes, 100 years!
You can see that the relative
performance tends to move in cycles
which swing back and forth over the
years. Led by stocks like Apple, the USA
is where the most growth has been in the
past decade or two, but this is unlikely to
continue forever, especially at this
extreme level.
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Source: TheDailyShot.com, Ocean Front Wealth Management

Vaccine Clinical Trial Success Rates

According to Deutsche Bank, from 2000-2015 about 60% of vaccine candidates that reached the 3rd phase of
trials were approved for use. With 7 vaccine candidates currently in Phase 3, the probability of multiple vaccines
being approved relatively soon is high.
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Source: Deutsche Bank, @CarlQuintanilla on Twitter, Ocean Front Wealth Management

COVID-19: New Case Growth in Select Countries

India now has the largest outbreak,
which continues to grow rapidly.
Many countries have seen a recent
surge in cases, including Canada to
an extent.
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Source: Financial Times, Ocean Front Wealth Management

COVID-19: Deaths

New deaths have been relatively
flat across the globe over the past
few weeks even as cases surged, a
positive sign.
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Source: Financial Times, Ocean Front Wealth Management

Concluding Thoughts
We are cautiously optimistic about progress toward a vaccine as 7 candidates have reached the final stage of
trials. However, we remain focused on managing the risks that are still prevalent in the current environment.
Stay safe and healthy and don’t hesitate to reach out if there is anything you would like to discuss.
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Source: Ocean Front Wealth Management, Deutsche Bank
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OPINION
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14

Do you have friends, family members or business associates not getting the advice and
guidance they need? Our first hand experience is that over 90% of high net worth individuals
that come to us have not developed a comprehensive written plan with their current advisor.
Having a written financial plan specific to your goals is essential to achieving what’s most
important to you. This is why we created the complimentary SECOND OPINION SERVICE™
exclusively for friends, family and associates of our valued clients and professional network.
Our Service has one goal in mind; to increase your Peace of Mind™.
Source: Ocean Front Wealth Management
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Disclaimer
This information has been prepared by Scott Keast, Matthew Cameron and Shane
McMahon who are Portfolio Managers for HollisWealth® and does not necessarily
reflect the opinion of HollisWealth®. The information contained in this presentation
comes from sources we believe reliable, but we cannot guarantee its accuracy or
reliability. The opinions expressed are based on an analysis and interpretation
dating from the date of publication and are subject to change without notice.
Furthermore, they do not constitute an offer or solicitation to buy or sell any of the
securities mentioned. The information contained herein may not apply to all types
of investors. HollisWealth® is a division of Industrial Alliance Securities Inc., a
member of the Canadian Investor Protection Fund and the Investment Industry
Regulatory Organization of Canada.
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