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Economic Perspectives

What is the Economic Path Forward?

It may be difficult to remember, but it was only months ago that we were in the 
midst of the longest economic expansion in history. How quickly things have 
changed. As a result, many investors are asking: what is the economic path 
forward?

Beyond the terrible health consequences of the pandemic, the short-term 
economic effects have been equally extraordinary. We have seen individuals, 
companies and industries affected in adverse ways. COVID-19 has also helped to 
accelerate certain existing economic and political trends: increasing automation, 
greater scrutiny of foreign direct investment, nationalism and the evaluation 
of domestic supply chains. It has also magnified continuing U.S.-China trade 
tensions.

In the short term, we are likely to expect deflationary pressures due to reduced 
spending and consumption, as well as a weaker housing market, as economies 
begin to return to a more “normal” state. While certain media voices raised the 
potential for an economic depression when projecting unemployment levels and 
economic growth declines, these historic troubles were likely compounded by a 
series of poor policy decisions, unlike today.1

What is a Trillion? Unprecedented Stimulus...

We must not overlook the unprecedented support by global policy-makers in 
trying to minimize the implications of the crisis. Consider the U.S., where lawmakers 
have passed trillions of dollars in stimulus relief. To put the magnitude of one trillion 
into context, if we were to travel back in time by a billion seconds, we would be in 
1989. However to go back a trillion seconds would take us to around 30,000 B.C.

Many central banks have engaged in quantitative easing (QE), which is a form of 
monetary policy, by purchasing financial assets to inject money into economies. 
The Bank of Canada began its first-ever move into QE in April by purchasing $1 
billion of government bonds. Alongside record-setting fiscal policy spending, 
increases in the money supply have not only helped to support asset prices, but 
also economies. For some economists, this is one reason to remain optimistic 
about the rate and sustainability of recovery. Of course, there will be new 
challenges as a result of significant deficits and debt. There are also questions as 
to whether these efforts will be enough to help economies quickly recover.

However, economies naturally go through cycles and the speed of recovery from 
economic downturns has increased over time. Recessions occur when economic 
output declines after a period of growth. Our economy has spent less time in 
recession as technology has transformed it to be more service-based, and also 
due to increased central bank intervention.2 A century ago, the economy was in 
recession nearly 40 percent of the time; today this is less than 10 percent.



Percentage of Time in Recession — US Economy3

While the longer-term implications are less clear, let’s not forget 
that after the 2008/09 financial crisis, many economists worried 
about high rates of inflation and slower economic growth, both 

of which generally did not happen.4 Instead we participated in 
one of the longest economic expansions of all time.

Throughout history, economies have continued to advance 
and progress. Despite the challenges ahead, there may be 
positive reasons to continue looking forward and maintain a 
longer-term perspective.
1. http://hbr.org/2020/05/the-u-s-is-not-headed-toward-a-new-great-
depression?ab=hero-main-text; 2. https://www.cdhowe.org/sites/default/files/
attachments/research_papers/mixed/Commentary_366_0.pdf; 3. The rate is similar in 
Canada but economic data prior to 1930 isn’t readily available; https://nber.org/cycles.
html; 4. Inflation rates did exceed central bank targets in 2011.

Empower the people you appoint to act on your behalf
Having a will should be important to you, your family and your 
legacy. A study done by the Angus Reid Institute finds that 
just over half of Canadians (51%) do not have a last will and 
testament in place, while only one-third (35%) of Canadians 
have one that is up to date .

In a Will there are three specific appointments that are 
typically made:

1)  The POWER OF ATTORNEY (POA) is a trusted person(s) or 
entity you appoint to make legal and financial decisions on 
your behalf.

2)  The PERSONAL DIRECTIVE (LIVING WILL) sets out your 
preferences and allows a trusted person(s) or entity to make 
health and personal care decisions on your behalf in the 
areas you authorize (ie: healthcare, residence, life support) . 

3)  The EXECUTOR is legally responsible for the administration 
of your estate and for carrying out the provisions of your Will.

The Power of Attorney and Personal Directive are two 
appointments to deal with your affairs while you are alive and 
the Executor administers duties once you have passed on.

There are many different occasions in which you might 
have to appoint an individual or corporate entity to act on 

your behalf. You might be travelling outside of the country, 
experience an anticipated incapacitation for medical 
reasons, or for many, it will be an unplanned incapacity. Your 
needs will dictate the breadth and scope of powers assigned 
to the appointed entity. We will review the suggested 
selection process for these appointees and cognitive 
impairment challenges below. 

Over our many years of working with clients in the area of 
estate and succession, we have witnessed occasions where 
clients have not identified person(s) or entities to fulfil these 
roles or unfortunately, when the roles have been defined, 
those individuals or entities are not appropriate. When you 
are selecting for these roles and the responsibilities they entail, 
some of the factors to consider are:

›  The nature/complexity of your assets (business, farming, 
investment, foreign property);

›  The relationships among (blended) family; other 
beneficiaries, professional advisors;

›  Beneficiaries with specific needs (minors, mental or physical 
disability, financial issues)

›  Their residence

›  Their age

However, in many cases you may have the right person or 
entity appointed. They are trustworthy and reliable; they 
meet the requirements listed above, they demonstrate strong 
decision-making abilities and they are a caring individual or 
entity that has your best interest in mind. By all accounts they 
are a perfect candidate for this role!

But what does being a Power of Attorney, Personal Directive 
or Executor representative entail? Oftentimes, we see clients 
and their designated representatives struggle to articulate 
succinctly and fully grasp the role and responsibilities 
involved. When you appoint these individuals, have a 
meeting to discuss your wishes and address any questions 
they may have. In addition, give them a copy of important 
documentation. We often see representatives struggle 
taking actions when required – due to family constraints, 
pressure from other individuals and the emotional burden of 
the situation. For example, perhaps there is a family member 
who is challenging the goals of the person being represented. 
Having frank conversations and going over the documents 
before the situation arises helps the person responsible carry 
out their role with more certainty and greater understanding. 
Following these easy steps will allow your representatives to 
be empowered in their role.

Do you have a Last Will and  
Testament in place?

 Yes and the will is up to date 

 Yes , but the will is not up to date 

 No
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Remember, when these roles are medically enforced, you will 
no longer be able to discern what the ramifications of this 
individuals’ decisions are for you. It is important that you have 
a person you can trust and whom cares about you. However, 
if this individual doesn’t truly feel empowered, decisions you 
envision while you are sound of mind today, may not happen. 
You may also create a great deal of stress for the person you 
are failing to empower.

As people live longer, we are seeing more situations with 
cognitive impairment. The individual in care can still have 
very strong opinions about how matters should be dealt with. 
If the person looking after their affairs is not empowered, 
they can get caught trying to appease the demands of the 
incapacitated individual verse what that person, when sound 
minded, would have done. It is not an easy task to make 
decisions for someone else. It is even harder when you allow 
emotions to cloud your judgement, or when you have family 
members or others voicing opinions on how things should be 
dealt with. Often there is no shortage of such opinions. 

It is important that you confirm the individual you place in 
these roles understands what and how you would want things 
done. How would you approach a big decision? What would 
you see as an appropriate action in a given situation? These 
conversations need to happen when you are of sound mind. 

Appointing an individual or entity gives you a voice should 
you become incapacitated or pass away. It will protect you 
from yourself and others when you no longer can. Your power 
of attorney, personal directive and executor need to be 
empowered and confident to make decisions for you with as 
few barriers as possible and without fear of reprisal, or guilt. 
Choosing a representative to manage your affairs, both in 
life and after, is an important decision. Apply the suggestions 
above in your situation and empower your representatives.

If you wish to discuss additional items or details, we suggest 
you reach out to our team and your legal partner.

- Iain MacDougall 

During Uncertain Times: Avoid These Investing Mistakes
Uncertain times often highlight the mistakes that investors can make with their portfolios. During buoyant markets, making 
money may not seem difficult. However, the reckoning often comes when markets turn down. Suddenly, mistakes can become 
glaringly apparent.

Here are some of the more common investing errors:

Overlooking Diversification

The concentration of assets in too few areas can be a 
common problem. Despite the broad-based market 
declines we have recently experienced, certain sectors have 
performed very differently. Some technology companies have 
outperformed as a result of distancing practices, whereas 
industries dependent on travel and tourism have suffered 
significant short-term setbacks. Even during non-crisis 
times, regardless of the high quality of investments, there is 
always the danger that a bad quarter or certain industry 
developments may adversely affect equity values.

No single asset class has consistently performed at the 
top over time. As such, it is important to maintain a healthy 
balance of diversification across your assets.

Tax Errors

Don’t overlook the effect of taxes on your investments. 
Remember that different forms of investment income can be 
taxed differently. In a non-registered account, the nominal 
return from dividends of an eligible Canadian corporation 
would be higher than the same fixed-income return on an 
after-tax basis. Capital gain returns are generally taxed at 
even lower rates. Pay attention to asset location: different 
income can be taxed differently depending on the type of 
account (i.e., registered, non-registered) from which income 
is generated. Using tax advantaged accounts such as 
Registered Retirement Savings Plans and Tax-Free Savings 
Accounts may be great ways to help minimize taxes.

Also important: don’t be reluctant to sell a security solely 
because taxes will be triggered. If the fundamentals suggest 
change or a portfolio needs to be rebalanced, don’t let the 
tax tail be in control.

Failure to Adjust

The financial markets are constantly changing and the 
prospects of specific companies, industries or even entire 
classes of securities can be attractive today, but not 
tomorrow. Be ready to adapt. Equally important, your 
needs may change and your holdings may require periodic 
adjustments as circumstances evolve. Remember, you are not 
marrying a particular security: the purpose of investing is to 
earn a solid return, not own XYZ company forever.

Acting on Emotion

Fear and greed are said to be the drivers of market sentiment. 
When euphoria prevails, unsavvy buyers often rush to 
purchase investments. In contrast, market downturns may 
offer bargains, yet many investors sit on the sidelines or, worse, 
decide to liquidate portfolios.

Having an investment plan with well-defined objectives can 
help control emotional pressures. Working steadily towards 
measurable goals helps to focus on outcomes rather than the 
process. Other tactics may include a dollar-cost averaging 
program (page 2), which helps to prevent emotion from 
dictating investment purchases. Avoiding daily attention to 
the performance of investment accounts may also help to 
limit emotional responses.
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Book Review

REFUGEE BY ALAN GRATZ.

”The novel follows the stories of three refugee children in three different 
geographic locations and points in time. Each child experiences traumatic losses 
and personal victories as they struggle to escape the political instability of their 
homelands. Josef Landau is fleeing Nazi Germany in 1939, Isabel Fernandez is 
escaping Castro’s Cuba in 1994. Mahmoud Bishara is leaving Syria during the 
volatile regime of Bashar al-Assad in 2015.

It certainly makes you realize how lucky we are to be living in Canada.”

Reminder: Tax Filing Extension for Balances & Instalments Due
The CRA has extended the deadline for balances and instalments due to September 1, 2020.

For those who follow calendar remittances, keep in mind that the regular Sept. 15 quarterly remittance occurs just two 
weeks later, so plan ahead to help avoid cash flow issues. However, if income has dropped significantly in 2020 compared 
to what was initially anticipated, the amount required for the instalment payment may be less than what was originally 
planned. The advice of a tax advisor regarding your situation may be beneficial.


