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IN THE EYE OF THE STORM: PART 3
WHERE ARE WE?
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As we move into the 5th week of heightened alert the virus crisis continues to gain global
momentum. Increased testing is adding to the number of known cases and inadequacies in the ability to
provide medical response has become apparent. As new cases are identified and we reach the peak spread it
is inevitable that it will only get worse before it gets better. And, as this situation runs its course in the near
term we can expect the public’s frustration to mount as the interruption of daily life including staying in place
and restrictions in social activities continue. Upcoming religious holiday celebrations will inevitably be
affected. The impact is even more profound for individuals being forced to defer major plans such buying or
selling their home, travelling or starting new businesses. Plans were all complete for my daughter’s
destination wedding in April which has now been cancelled.

“It's always darkest before the dawn” (Thomas Fuller proverb 1650)

Current Developments:
1. There does appear to be a life span to the virus provided aggressive steps are taken to stop
it. Recent trends from the original region of the virus have demonstrated a reversal in the spread
of the infection and governments have set intial deferrals of tax payments and income tax filings in
terms of 60 to 90 days. Physical separation from others seems to be the chief deterrent to the
spread of the disease which appears to be directly related to the public’s willingness to cooperate.
Number of COVID-19 cases reported January 21 to March 20:

2. Aggressive testing for treatments and a vaccine is underway globally with results being shared
amongst researchers. In the meantime, much confusion is being created in the absence of clear
outcomes.

3. Capital, like water, is finding its course:
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Governments at various levels are providing financial assistance to major industry sectors hit
hardest such as travel and hospitality to help them survive through the event.
Central banks have provided the banking system with enormous amounts of liquidity intended
to get into the hands of the public and to help lenders defer mortgage and other payments in
the interim.
Some industries are actually increasing business by being engaged to help fight the situation
such as hotels being used as hospital wards, manufacturing companies re-tooling to produce
medical equipment, brewery companies producing hand sanitizers and on-line service
providers substituting for the inability to shop in-store. Walmart Canada announced this week
it is seeking to hire 10,000 employees for its on-line orders (BNN March 20).

What is the takeaway?
The economic impact of the virus has been universal across all economic sectors. Investors attempting to
second guess the market by orchestrating a reactive strategy during this severe decline have been equally
disappointed. The extent of the financial weakness underscores the severity which has left no safe haven. It
has not been just the stock market although that is what the media cites as a barometer of financial
impact. The charts below illustrate major sectors including the Canadian dollar, real estate, oil and gold, for
example, have all fallen equally and in tandem with the stock market (TSX).
TSX vs Canadian dollar, real estate income trust index, oil, gold from Dec 31 to March 19
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So, what are prudent steps to take in the current market environment?
 Recognize circumstances will change dramatically once this event runs its course.
 Recognize that the current investment values on your statements do not represent
the “real” value of the investments. This will only be seen once life returns to normal;
this is not business as usual. Recent market activity has also been greatly distorted by
computer program trading which has aggravated the sell offs, especially at end of day.
 For those relying on regular income from their portfolios, it’s important to focus on
how much income the investments are generating, not what they’re worth at this
time. Ensuring this is coming from quality companies in core sectors such as
financials, utilities, telcos and real estate is important to the reliability of the income
flows.
 For those focused on longer term value, recognize that this is yet just another market
event to be tolerated that history has shown the financial markets will recover
from. This is also true for pension plans, trusts and other institutionally run agencies
that have declined equally with the market trend and which, in fact, tend to own
more non-liquid investments.
 Never decide on long term goals and actions by short term events. The markets
always anticipate so be prepared for them to snap back as this crisis abates in
response to pent up demand and idle capital put back to work creating new growth.
IMPORTANTLY, RESPECT THE FUNCTION OF CASH RESERVES, DEFENSIVE ASSETS AND
DIVERSIFICATION AS AN ON-GOING AND PERMANENT COMPONENT OF YOUR
PORTFOLIO. IT’S COMMON FOR INVESTORS TO BECOME ANNOYED BY DEFENSIVE ASSETS
WHICH TYPICALLY PROVIDE LOWER RETURNS DURING TIMES OF STRONG MARKET
PERFORMANCE. HOWEVER, IT’S EXPENSIVE TO PURCHASE DEFENSIVE PROTECTION WHEN
THESE HAVE BEEN REDUCED OVER TIME AND BECOME NEEDED AGAIN.
Regards
Ermes Monaco
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This information has been prepared by Ermes Monaco who is a Portfolio Manager for HollisWealth® and
does not necessarily reflect the opinion of HollisWealth. The information contained in this newsletter
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. The
Portfolio Manager can open accounts only in the provinces in which they are registered.
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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