
“Is the bull market over?” 

“Common sense’ says look 
out for a market drop.” These 
are just two recent examples 
of media headlines. Each 
proclaims we’re in an equity 
bubble that will soon burst. 
Warnings are even coming 
from respected sources. The 
World Bank recently predict-
ed that “emerging markets 
calm may turn to volatility.” 

These headlines explain 
why people are scared to 
hold equities. Who’d want to 
own stocks if prices are go-
ing to fall. Let me be blunt. 
No one can predict the timing 
or size of a market crash. 

As I drafted this article, 
Laszlo Birinyi of Birinyi Asso-
ciates wrote to his clients and 

said, “Investors and analysts 

of all shades and sizes are 
obsessed with the idea of a 
correction. We have always 
held that these efforts to fore-
tell a correction are in vain.”  

Offsetting this wave of pes-
simism, a few brave analysts 
are leaning against the tide. 
David Donabedian, the U.S. 
CIO at CIBC stated "By virtue 
of its duration and current 
valuations, equities are in the 
mature phase of a bull mar-
ket. That means a more so-
ber pace of advance, with a 
lot riding on the economy 
and monetary policy. We are 
not in another bubble.” 

Which brings me to an in-
teresting point. My gut and 
analysis suggests we are 
headed for another big in-

crease in equity prices. My 
view is based on three 
things; (i) fear within capital 
markets, (ii) the impact of 
fear on investor behavior, 
and (iii) a rarely discussed 
fact about the current gener-
ation of youth that’s totally 
being overlooked. 

Let’s start with fear. There 
are many ways to measure 
fear but the simplest is to 
look at investor’s holding of 
cash and cash equivalents 
(bank deposits and money 
market investments).  

Advisors esti-
mate that 
high-net-worth 
clients are 
holding as 
much as 40% 
of their wealth 

in cash rather than exposing 
it to potential loss in stock or 
bond markets. A survey by 
RBC Wealth Management 
and Capgemini found that 
wealthy clients had on aver-
age close to 28% of their 
assets in cash or deposits. 
And recently, several articles 
have appeared explaining the 
virtues of cash. Some point 
to Warren Buffett as an ex-
ample since he likes cash 
and views it as a ‘free option’. 
Do investors have Buffett-like 
valuation skills or discipline? 
Absolutely not! So using him 
as a benchmark is just crazy. 

Second, investors every-
where are behaving similarly. 
Institutional and individual 
investors have reduced their 
equity allocations dramatical-

ly since 2008. Individuals 
moved to cash while institu-
tions moved to real estate, 
infrastructure and alternative 
investments. Yet despite this 
shift, equity markets continue 
to rise. This suggests some-
one is still buying equities!  

I think markets are rising 
due to a renewed global 
surge in productivity. This is 
good for business, profits 
and explains why firms are 
so focused on positive cash 
flows. It also explains why 
higher dividends, stock buy-
backs and M&A will be the 
norm for successful firms. 

Third, what’s behind the 
productivity surge? It’s Gen-
eration X and Y. They are 
tech-savvy, highly educated, 
entrepreneurial, creative and 
passionate about almost 
everything. They are at the 
forefront of dramatic positive 
change. As Baby Boomers 
head to retirement, they will 
inherit our jobs. But 
GenX+GenY are much more 
productive than Boomer are. 

So should we expect a 
market crash? No. Underly-
ing conditions don’t support 
it. For a crash to occur, you 
need a prolonged period of 
euphoria and a period of low 
productivity growth. There 
has been no hint of euphoria 
over the past 5 years, where-
as productivity has risen. 
Could a correction occur? 
Sure it can. And if it does, it 
might represent the last good 
equity buying opportunity for 
a long time.   
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Happy Canada Day to 
EVERYONE !! 
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Final Fundraising Results: 

Our team raised over 

$70,000 in support of much 

needed Alzheimer’s re-

search.  Over the past 5 

years, I have personally raised around 

$40,000, our hockey team has raised 

$500,000, and the event has raised in 

excess of $12 million.  

Our team drafted Marty McSorley this 

year. He was simply fantastic !! 

Alzheimer’s was virtually unheard of 

20 years ago.  Now, sadly, it’s on the 

rise. Thanks for your continued and 

unwavering support. 

 

ASI — What we do: 

Alternativ Solution Inc. (ASI) offers 

advice on capital market issues for 

institutional clients on an assortment 

of topics ranging from strategy, risk 

management, asset allocation, manag-

er selection and manager assessment. 

Our expertise covers both active vs. 

passive, as well as alternative assets. 

The firm also provides advice and  

education to Boards or Trustees.   

ASI is focused on asset and liability 

sides of the pension matter. Our main 

objective is to help plans achieve their 

goals.  Mr. Klar is also a faculty mem-

ber at the Schulich School of Business 

and an advisor to York University’s 

$1.9 billion pension plan. 

....Cheers, GMK 
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