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Section 1: 
Why Are Interest Rates So Low?

How Did They Get So Low?

Twenty years ago Canadian investors had an easy option for their low risk money. Most would simply go to the 
nearest chartered bank and buy a 5 year Guaranteed Investment Certificate or GIC. GICs are guaranteed by the 
federal government (hence the name) and are essentially risk free. At that time it was easy to find a GIC with a yield 
around 5% per year. While by no means extravagant, it was at least a reasonable amount of reliable income. Now, 
cautious investors must search long and hard to get a return of even 2.5% on their low risk funds. As we do not 
expect this to change in the near future, all investors and particularly the more risk averse ones, must modify their 
investment behaviour or face a future of disappointing returns.

    Bank of Canada Funds Rate

During the great financial crisis of 2008/2009 central bankers around the world rushed to lower interest rates.  
Commercial banks were failing or were in danger of failing and interest rates dropped to close to zero to ensure  
adequate liquidity. It was thought that rates would stay very low only for a short time in order to boost the  
economy, but things did not go as expected. The U.S. economy grew much more slowly after the recession ended 
than had been the case following earlier recessions.

    U.S. Annual Change in Gross Domestic Product, - Annual Percentage Change
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Instead of the robust 4% or even 5% annual growth in GDP expected by policy makers, the U.S. economy grew 
at a paltry rate of around 2% per year for the period from 2011 to 2016, even dipping briefly into negative  
territory on two occassions.  Central bankers wanted to raise rates towards what they believed to be more 
“normal” levels but were concerned that a too rapid increase would plunge the world back into a 2nd  
recession. In particular, employment growth was so slow that 5 years after the end of the recession, fewer 
Americans were employed than in 2007. Even though new jobs were being created monthly, the percentage 
of the population that was employed, about 63%, failed to approach the high-water mark of 67% reached 
before the recession. Even today, about 5 million fewer Americans are working than was the case 15 years ago. 

    U.S. Labour Force Participation Rate, 1950-2018

As a result, the U.S. Federal Reserve Bank kept its administered rate for short term funds close to zero from 
2009 to 2016, much longer than had been expected. Once rates started to rise, they did so slowly, inching up 
to 2.5% by early 2019. Under great political pressure, the last two interest rate moves have been back  
downwards, with two decreases of 0.25% so far in 2019.

    U.S. Federal Funds Rate, 1980-2019
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Facing similar low growth and lackluster employment conditions, and with the threat of Brexit and trade 
wars leading to fears of even lower growth in the future, low interest rates have become very common in the 
developed world. Something has happened that no one had thought was possible: negative nominal interest 
rates have extended far out on the maturity curve to as long as 15 years. Negative rates means that a lender or 
investor gets back less money than was given to the borrower, a seemingly irrational and unsustainable state 
of affairs.

    Negative Interest Rates in Europe and Japan

Where Are They Going?

1. Slowing Economic Growth in the Large Developed Economies. 

For the last few years at our annual Outlook event we have talked about slowing economic growth in the  
developed economies. It is now generally recognized that instead of annual increases in GDP in the range of 
3% to 5%, most large economies will grow in the range of 1% to 3%. Central banks around the world are  
keeping rates low in an attempt to foster faster growth. One of the important trends in the past twenty years 
has been global trade liberalization, and this has accelerated growth in emerging economies and provided 
new export markets for developed economies. In the last two years trade wars between China and the U.S., the 
threatened unravelling of the European Union and the North American Free Trade Agreement, as well as new 
frictions on trade between the U.S. and Europe have created a drag on global growth estimated at as much as 
1% to 2% per year.
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2. Slowing or Negative Population Growth in Developed Economies. 

In 1927, about one hundred years ago, the estimated population of the world was 2 billion, up from 1 billion 
124 years earlier. Advances in agricultural, sanitation and medical care had radically cut infant and maternal 
mortality rates, and older people were living longer than their parents and grandparents. 

    Time It Took for World Population to Increase by 1 Billion People

Slowing Growth Rates
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Over the next ninety years these trends spread from the developed world to much of the undeveloped world, 
and population growth accelerated to the point that the number of humans doubled again between 1927 and 
1975 (48 years) and will double yet again between 1975 and 2024 (49 years). 

At the same time, the world saw economic growth on an unprecedented scale despite two devastating world 
wars and a great world-wide depression. Contrary to the dire economic projections of early economists such 
as Thomas Malthus, higher populations accelerated economic growth. 

    Average GDP Per Capita Across Countries and Regions

Now, however, we are seeing plunging birthrates and much lower rates of population increase. This trend 
started in Europe in the 1960s but has now spread to most of Asia and much of Africa north of the Sahara. The 
population growth rate has fallen in half in fifty years and is projected to fall to close to zero by the end of the 
present century.

    World Population Growth Rate
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In Europe, the population growth rate has been declining since 1960 and became negative in 1997. Currently 
it is barely positive and is expected to become negative again by 2025. The birthrate has also fallen sharply in 
Canada and the U.S. 

    U.S. Number of Births and Fertility Rate - 
    The fertility rate hit a historic low in 2018

As population growth slows, the population obviously gets older on average and workforce participation rates 
go down. The growth in the total amount of wages earned in the economy slows and then goes into reverse, 
directly decreasing economic growth. Fewer workers are forced to support a greater number of retirees. At the 
same time, later marriage and later age of first childbirth lead to a slower rate of household formation, lower 
spending on household durable goods, and delayed spending on new housing. In short, something we have 
not seen in the last two hundred years is starting to happen: population stagnation or contraction is  
hampering economic growth and will likely do so into the foreseeable future. While some countries, such as 
Canada, have boosted their population through immigration, others such as the U.S. and many European  
countries are increasingly hostile to immigration, particularly from less developed countries. 
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3. A Fundamental Change in Long-Term Capital Use. 

The Industrial Revolution required the mobilization of tremendous amounts of capital. Steam engines lead to 
railways. Steel mills and coal mines were needed. Massive factories were built to produce new consumer goods. 
Mass production of automobiles, electric appliances and airplanes all required very large investments. Rapid  
urbanization in the developed world and the emergence of the automobile as the main means of  
transportation led to the need for a huge amount of new housing and infrastructure. The history of capitalism 
in the last two hundred years, including the development of capital markets, is largely about how the financial 
industry raised enormous amounts of capital and deployed it. 

In the last forty years the technological revolution and the aging of the population have led to a change in 
economic leadership. The fastest growing sectors are no longer transportation or durable goods which are big 
users of capital. Instead they are health care, technology and experiential consumption. These industries are  
relatively light users of capital, leading to falling demand for long term funds. At the same time, lack of  
population growth has stalled the need for large amounts of capital to build new single family and multi-family 
housing.

4. The Institutionalization of Savings. 

Over the past thirty or so years, pension funds have become the most powerful force in finance as their size has 
grown more quickly than the economy. U.S. pension plans now have assets of over $35 trillion, dwarfing the 
savings of households and businesses. By their nature, pension plans take a very long investment view as they 
must provide funds to persons who may retire forty years from now, and may live as long as forty years after 
retirement. Most pension plans must put a certain percentage of their assets into interest-bearing securities, 
regardless of yield. When viewed against a time horizon of fifty to eighty years, the willingness of institutional 
investors to accept negative yields for, what is in their eyes a short length of time, rather than risk permanent 
loss of capital through riskier investments, becomes more understandable. What is palatable for these  
essentially immortal pension plans with huge assets and long time horizons is not acceptable for most retail 
investors, whose needs are very different.

    U.S. Pension Fund Assets to GDP, 1990-2016
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Section 2: 
Living and Investing in the Low Interest Rate World

Few of us will work until we die, and even fewer of us want to. With longevity increasing for both Canadian 
men and women, saving and investing over the long term are essential. Many couples and individuals will find 
themselves reliant on their savings for as long as 30 years or more.

    Life Expectancies for Canadians are Increasing

History tells us that saving is only part – although an essential part – of funding retirement. As important is 
what we do with our savings. We know that the things we must buy such as shelter, medical care, and food, 
have grown more expensive over time. Things that cost $100 as recently as 2003 now cost $138. There is no 
reason to think that trend will change.

    Canadian Cost of Living 1960-2019
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As a result, doing nothing with our savings is a poor decision. Money, left alone, does not maintain its value. 
The effect of inflation, compounding relentlessly over time, is to erode the value of money.

    Value of $100 in 1970

Inflation in Canada is running at about 2% per year, but interest rates on GICs, government bonds and even 
high quality corporate bonds are at or below that amount. After inflation, there is no real return left and,  
taking taxes into consideration, the low interest rate revolution has turned savers into losers.

Clearly, every investor must de-emphasize the ownership of interest paying assets and must find other things 
in which to invest. So what must the ordinary investor do?

Every investment has five fundamental characteristics that we look at to judge suitability:

• Risk - What is the chance that I will suffer a permanent loss of all or part of my capital?

• Liquidity - Can I get my money back when I want it without cost or a long wait?

• Return - What rate of return can I reasonably expect over time?

• Tax Treatment - How much tax will I have to pay on my return?

• Transaction Costs - Will it cost me a lot to buy and sell this investment?

No one investment will be the best in each of these five categories, which is one reason why investors must 
own a variety of assets. Moreover, as the economy and investment conditions change, the characteristics of 
each investment asset class change over time. The job of the portfolio manager is to optimize the asset mix for 
each investor, taking her or his goals, time horizon and appetite for or aversion to risk into consideration. Here 
is a chart showing our current assessment of various available asset classes for retail investors.
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    Characteristics of Asset Classes

In our view, good quality stocks currently provide the best blend of characteristics for the average investor. 
Moreover, for the long term investor, the risk of investing in stocks is considerably less than is normally  
supposed, and the average returns over time are higher than most investors realize.

Here is a chart showing the price appreciation (before dividends) of the largest U.S. index, the S&P 500, over 
the past thirty years. During that time, the index has gone up by about 500%, but of course, the road has not 
been without its bumps.

    S&P 500 Index, 1989-2019
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This 30 year period includes two very steep stock market declines: The Dot-Com crash of 1998-2000 and the 
Great Financial Crisis of 2008-2009. Nonetheless, the compounded annual return before dividends over this 
period is 6.25% per year. Add in dividends and it exceeds 7.5%. 

The S&P 500 includes the largest companies in North America, and they are included in the index based not 
on quality, but only on size. An investor who buys the index buys the good, the bad and the ugly. However, 
it is not necessary for investors in stocks to take on the entire risk of the stock market. Some stocks are riskier 
than others, and some more attractive. For example, the market decline of 1998-2000 was felt most acutely 
by those holding technology stocks. In the period from 1998 to 2001, the TSX Index was dominated by Nortel 
Networks, which at one time was 35% of the value of the entire index. Most of us remember what happened 
to that stock. 

    Nortel Networks Corporation

Our course, Nortel was simply the best Canadian exemplar of what was going on south of the border on the 
NASDAQ exchange, the primary trading platform for technology stocks. Peaking at over 5,000 in early 2000, 
the NASDAQ index consisted of not only some solid companies that went on to later success, but also many 
wildly overvalued and speculative issues. The NASDAQ lost almost 80% of its value over the next two years 
and it only regained the level it hit in 2000 15 years later, in 2015.
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    NASDAQ Composite

Prudent investors would never have put 35% of all of their stock market investment into Nortel or any one 
stock, nor very much into the NASDAQ for that matter. Our experience over more than twenty years has 
taught us the following lessons:

• Not all stocks are created equal and there is no substitute for quality when picking stocks. 
 During the Dot-Com bubble we did not buy any speculative issues for our clients. The NASDAQ 
 crash and the Nortel implosion left our investors unscathed. During the great financial crisis
 we owned about 50 stocks in total across our client portfolios. Of those, fewer than five cut 
 their dividends during the crisis and the concurrent recession. Cash flow for customers relying 
 on dividends was virtually unchanged from the start of the crisis to its end. In the meantime, 
 many low-quality companies went bankrupt and disappeared entirely.

• Careful sector selection is very important and can protect portfolios. 
 For example, our clients have had no exposure to Canadian oil and gas producers since 2014. 
 This made our asset mix very different from the energy-heavy TSX index which currently has a 
 17% weight to energy stocks, but has been well over 25% in some periods.  As a result of our 
 zero weighting, our clients avoided a 60% drop in that significant part of the market in the past 
 five years.  
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     Canadian Energy Stocks vs TSX Composite Index - Value of a $100 Investment in 2014

• Early identification of trends in the market leads to long-term gains. 
 Three years ago our research led us to believe that the emerging trend towards consumption 
 of experiences over goods, which we dubbed “experiential consumption”, would cause companies that
 provide those experiences to do well. We bought Live Nation, Vail Resorts and Disney among other 
 stocks to capitalize on that idea. All have done very well.

• As always, emotion is the enemy of reason and fear is the most formidable opponent of all. 
 We know that investors who sell into market declines always regret it later; those who attempt to time 
 the market learn that nobody knows how to do that well. 

• Our experience has taught us that passive index investing is not a good idea for our clients. 
 Index investing does not allow us to take advantage of the things we have learned. While it may be 
 lower cost, by its nature it will always lead to over-investment in popular stocks, often at just the wrong
 time. It does not allow the investor to buy only high quality, since again by definition, most stocks will 
 do worse than average; and it does not allow the investor to emphasize sectors and trends which 
 research shows might out-perform the index. Index investing has its place when, for example, it allows 
 us to participate in foreign markets where currency and distant exchanges make investing difficult. 
 In our view, however, it is no substitute for well-researched and fundamentally based stock selection.
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Four Lessons for the Low Interest Rate World

1.  As always, asset allocation is very important. Over the past fifty years, an allocation of 60% stocks and 
 40% bonds was the norm for many managed portfolios. In the low interest rate world the assumptions
 that led to that mix must be revisited and asset allocation adjusted. Fixed income will still have a place, 
 but perhaps at a lower allocation.

2.  Alternative assets such as mortgages and private equity may be superficially attractive, but they come 
 with a cost that is paid in lower liquidity, higher transaction costs, poor tax treatment and perhaps 
 more risk than imagined. Such assets may have a place in a professionally managed portfolio after 
 careful research and selection.

3.  High quality stocks have stood the test of time as the best performing asset class for most investors. 
 With reasonable diversification, prudent weighting among sectors including zero weighting those 
 with adverse conditions, well researched stock selection, and identification of areas of the economy 
 that are growing faster than the norm, a managed portfolio should outperform both the broader 
 index and most other asset classes.

4.  Stock index products such as Exchange Traded Funds (“ETFs”) may appear attractive due to lower cost 
 structures and ease of purchase, but they suffer from a number of flaws which will lead to 
 underperformance over time. As with most things, you get what you pay for, and in the case of ETFs, 
 it may be something quite different from what the investor expects.
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Section 3: 
Buying Equities in the Low Interest Rate World

Very low interest rates make equities more attractive, but we know that not all companies and stocks will 
perform well. As always, a consistent investment process is the key to success. Sound fundamental analysis 
coupled with a consistent philosophy help us develop investment themes, identify sectors to emphasize and 
de-emphasize, and find stocks we want to buy and own for a long time.  Here are ways in which we seek to 
maximize our clients’ returns from buying shares in the stock market.

Fish Where the Fish Are

Investing is difficult and there will always be uncertainty. But we know that inevitably stock prices follow  
earnings; when earnings rise, good things happen. A company can use those earnings to pay you dividends, 
buy back stock, or reinvest those earnings to create even more earnings. 

It is certainly possible that a newly listed company may become a source of consistent earnings, but it is also 
possible that it may never earn profits at all. This is why we fish for stocks with a proven track record of  
growing profits.  
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Most of the World is Covered by Water. A Fisherman’s Job is Simple: Pick Out the Best Parts.   

The most successful businesses currently are “asset-light” companies such as technology giants Apple,  
Microsoft, Google and Facebook. These types of companies generate high returns on the cash that is  
reinvested into their businesses. Their products are unique and the companies can set their own prices. They 
are “price makers”.  Companies that sell commodities or capital-intensive products like automobiles require  
expensive equipment to deliver the finished goods. They typically have much lower returns on their  
investments and have limited or no control on the price of their products. They are “price takers”.

    Performance of Capital and Non-Capital Intensive Sectors - World Aggregate

The Best Fish Are Found in the U.S.  

Not only has the U.S. market generated solid returns, but it has also outperformed every stock market over the 
last 30 years.

    Index Performance - Gross Returns (%) (Feb 28, 2019)

MSCI USA

MSCI World

MSCI ACWI

1 Mo

3.35

3.06

2.72
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1.77

2.70

3.10
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4.86

1.00

-0.30

YTD

11.85

11.11

10.86

3 Yr

15.43

13.28

13.48

5 Yr

10.54

7.13

6.85

10 Yr

16.66

13.69

13.34

Since Dec 31, 1997

10.59

7.80

7.76

ANNUALIZED
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Stock prices follow earnings growth. U.S. companies have delivered the best earnings growth, and as a result, 
the U.S. stock markets are leading the pack. 

    Earnings of Companies on Various World Stock Markets

Not surprisingly, one of the main reasons why the U.S. is outperforming is due to the explosive profit growth of 
technology companies such as Apple, Google, Microsoft and Facebook. 

    Earnings of Technology Companies 
    Compared to Non-Technology Companies
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Use the Best Equipment and Be Patient

We don’t buy the market, we buy companies.

We allocate your capital to build a customized portfolio comprised of individual companies. Using  
fundamental analysis, we look for the best investments using the following criteria:

We buy, hold and monitor. Based on our experience, buy and hold works. The chart below serves to strength-
en our conviction that market timing is impossible and, in three out of the four cases, leaves the investor worse 
off than before:

Even those who anticipate a market downturn, and sell off before it happens, pay taxes on capital gains. Even 
worse, they must figure out when to get back into the market. Many investors who cleverly sold out of the 
market in early 2008 did not get back in until after the huge gains of 2010 and 2011. In other words, any  
advantage gained by their timely sale was lost by their hesitation in reinvesting.

Moats

Sustainable and 
growing competitive 

advantage

Tailwinds

Long and wide
runway for growth
and reinvestment

opportunities

Culture

Effective corporate
governance and

management with
“skin in the game”

Capital Allocation

A smart approach to 
dividends, share buybacks

and growth projects

Valuation

Disciplined to pay a fair 
price for a great

business

SOLD WRONG
BOUGHT RIGHT

SOLD RIGHT
BOUGHT RIGHT

(paid taxes)

SOLD WRONG
BOUGHT WRONG

SOLD RIGHT
BOUGHT WRONG

(paid taxes)
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Section 4: Our Major Investment Themes

Experiential Consumerism 

A fascinating by-product of the emerging middle class in Asia and Eastern Europe/Russia is the explosion of 
spending by citizens of those countries on experiences. Chinese citizens are now the world’s biggest travellers, 
spending in excess of $130 billion in 2018 on foreign tourism; and yet fewer than 10% of all Chinese hold a 
passport. India has the fastest growing middle class and the youngest population in the world and its citizens 
are increasingly seeking experiences outside India. This is a global phenomenon. The world is going to need 
more airports, hotels, cruise ships and attractions to satisfy the growing demand. We believe that companies 
such as Live Nation, Disney, Hyatt Hotels, Delta Airlines and Vail Resorts will be big beneficiaries of this trend, 
and we include them in many of your portfolios.

    Consumer Spending Trends

Want to take your family to one of Disney’s theme parks? You will have a great time, but it won’t be cheap. 
Since 2000, the price for admission to Disneyland Resort has more than tripled.

   Disney’s Admission Price Increases Since 2000
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People are also spending more money on luxury transportation and luxury experiences. This is great news for 
our portfolio companies Ferrari and Hyatt Hotels (which owns a significant number of high-end destination 
resorts). 

    Luxury Goods Sales by Type - 2012/2017/2022

Big Technology 

The most unfortunate thing to say in investing is, “I missed it”.  We started buying Microsoft for clients in 2011, 
Apple in 2013, Google in 2014, Facebook in 2017, and we finally started buying Amazon just this year. We don’t 
think we are too late. Here’s why we are buying Amazon:

    Amazon’s Market Share

Luxury
Transportation

Personal
Luxury

Experiential
Luxury

Global Digital 
Advertising Spend 

$283B

Amazon
Digital Ad Sales 

$10B

Global 
E-Commerce Sales

$3T

Amazon Retail
Sales $0.3T

Global Marketing Spend
$1.3 Trillion

Global Retail Sales
$19 Trillion

Global IT Spend
$3 Trillion

Global Cloud 
Infrastructure Spend 

$100B

Amazon Web
Service Sales 

$26B
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Nobody is going to catch Amazon. They have built out an incredible network of fulfillment centres in the U.S. 
and around the world. And for good reason. Online shopping as a percentage of total shopping is small for 
now, but it’s growing quickly.

    Amazon Fulfillment Centres in the U.S.

    E-Commerce Penetration Rates are Growing Worldwide
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Amazon, Google and Facebook are still delivering astronomical revenue growth, even though all three  
companies are already huge. We believe the future for these technology giants is bright. Apple has over 1 
billion users of its devices daily; Facebook has yet to monetize its enormously successful Instagram platform; 
users of Google’s video site, YouTube, watch over 1.3 billion cumulative hours per day. 
We haven’t missed anything yet!

A Brand New Theme: Financial Intermediation

If low interest rates are here to stay, investors are going to have a hard time achieving reasonable yields on 
their money.  In a low interest rate environment investors will have no choice but to put their cash and other 
“low-yielding” investments to work in real assets, alternative assets and other products. Three winners in our 
opinion will be Brookfield Asset Management, BlackRock Inc. and Moody’s Corporation.

Brookfield Asset Management

Global allocations to real assets and alternatives by large pension funds, mutual funds and retail investors  
continue to grow. Brookfield is a leading company in this space and has the scale, the experience and the 
results to attract new investors. It believes its market opportunity in terms of assets under management is an 
enormous $25 trillion dollars. Brookfield estimates that it will return about $50 billion USD to its shareholders 
over the next 10 years through share buybacks or dividends. Its current market valuation is $50 billion. 

    Brookfield Asset Management Growth Projection - 
    “We still believe target allocations will reach 40%  in the long term and may be higher.”

BlackRock Inc.

BlackRock is the largest investment asset manager in the world with over $7 trillion under management. It is 
the world leader in the creation and management of low cost and highly liquid Exchange Traded Funds (ETFs) 
marketed under the iShares brand name.  The world-wide value of assets invested in equities, bonds and some 
derivatives is over $200 trillion dollars and only 2.5% of those assets are held in ETFs.  Although we do not 
believe most ETFs are a good asset for our clients, BlackRock expects asset flows into its products to double by 
2023. BlackRock is seeing record inflows into its fixed income products as its clients continue to adopt ETFs to 
gain higher yielding bond exposures. 

2000          2017     2030
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    Still Early Days

To go along with its offering of ETF’s, Blackrock also offers a portfolio management software platform that is used 
by over 25,000 investment managers.  Blackrock has achieved a scale and scope of operations that make it very 
difficult to displace.

Moody’s Corporation

Governments and companies are taking advantage of low interest (and negative) interest rates to issue more 
and more bonds. Most institutional investors are not permitted to buy any bond unless it has the seal of  
approval from a recognized credit rating agency.  Over the next few years, there will be over $6 trillion of  
corporate debt coming due that will have to be refinanced. Each issue will need its credit rated. Each rating  
generates a fee. Again, like BlackRock and Brookfield, the ratings business must continue in good times and bad. 

    Significant Corporate Refinancing Needs 
    in U.S. and Europe, Middle East & Asia (EMEA)
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A Timeless Theme: Well-Run Companies with Long Runways of Growth

How many stocks should be in a portfolio? Modern Portfolio Theory has demonstrated that a portfolio with as 
few as twenty or so stocks will be no more risky than one with many more stocks. Good investment ideas are a 
scarce commodity. It takes work to find them. Our view is that we would rather pick a relatively small number 
of great companies and have a sufficient stake in each one so that, if successful, the investment will have a 
meaningful impact on the portfolio. All of our portfolio companies have emerged from a thorough  
fundamental analysis followed by a rigorous review by our Portfolio Management Committee. Many more  
potential investments are rejected than are accepted. We believe that if we are going to pick stocks one by 
one, we might as well pick the best of breed. There is no sense in thinking small. We want to own companies 
that will be able to expand their operations across the globe. 

Constellation Software

Mark Leonard has grown an epic company to match his epic beard.  In 2006, we could have bought this stock 
for you at $8 a share. We didn’t, but we sure are glad we own it now.

    Constellation Software - 
    Value of a $100 Investment from January 1, 2007

Mark Leonard
President & Chairman
Constellation Software, inc.
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Constellation Software has written the book on capital allocation and has compounded earnings mostly 
through smart acquisition. Over the years, it has acquired 600 or so “vertical market software” companies 
around the world that perform mission-critical functions for a wide range of end markets. 

We believe the future looks very bright. Despite its lengthy run, Constellation Software has a database of over 
40,000 software companies and is actively developing relationships with their founders to encourage them to 
be part of the Constellation Software family. As Constellation Software continues to reinvest its profits in more 
software companies, we expect the share price to follow.  

Parkland Fuel

Under CEO Bob Espey, Parkland Fuel has become the largest independent retailer and distributor of fuel in 
Canada. You may be familiar with some of their brands Pioneer and Ultramar, as well as the On The Run  
convenience store at gas stations.

Parkland’s strategy is to add Tim Hortons and convenience store options to its acquired gas stations, as well 
as using its scale and network of storage terminals and bulk plants to provide consistent service to rural and 
remote areas that lack easy access to fuel. This successful strategy has led to market-trouncing returns.

    $100 Investment in Parkland Fuel vs S&P/TSX, 2011-2019
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Parkland is just getting started. It recently made a significant acquisition in the Caribbean, both becoming the 
largest fuel distributor in the region and adding another source of fuel in the Gulf Coast for end-markets in the 
U.S. in case of a supply disruption. We expect Parkland to continue to grow earnings through smart  
acquisitions in the U.S. and the stock price should follow. 

FirstService Corporation

As a teenager in 1972, Jay Hennick started his own company cleaning pools. That pool cleaning company 
became FirstService and the results have been spectacular.

    Two Decades of Consistent Growth

FirstService is now North America’s largest property manager of residential communities and one of the 
largest providers of essential property services. Some of its brands include California Closets, Paul Davis  
Restoration, and CertaPro Painters.

Even with its tremendous growth, FirstService only has a 7% market share of the available property  
management industry in North America. It benefits from the trend towards complex residential communities 
such as master-planned communities and luxury condos that require more specialized services. FirstService is 
also growing its property service platform with the acquisition of Global Restoration, a division that provides 
large scale emergency property damage restoration and recovery services.  
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In Summary

We have highlighted our most important investment themes and looked at a few of our current portfolio  
investments to give some flavour of how we are investing in the low interest rate world. But we never forget 
that buy and hold investing only works when it is buttressed by the third word that belongs in that  
description: monitoring. We put a lot of eggs in a relatively few number of baskets, but we watch those baskets 
constantly. We sell investments when the economy changes, when an industry or sector changes, or when 
we become uncomfortable with how a company is going about its business. Low interest rates or not, some 
things never change, and the need for constant diligence is first on our list.
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Baskin Wealth Management (“BWM”) is a registered business name of Baskin Financial Services Inc. Baskin Financial Services Inc. believes that all information contained in this presentation is correct as of 
the date of writing. However, Baskin Financial Services Inc. makes no legal representation or warranty as to the completeness or accuracy of any such information and assumes no obligation to update or 
correct errors in any such information. Investors should not rely on any information contained in this presentation.

All research, analysis, reports, estimates, commentary, information, data, opinions and news (collectively, the Research) are provided in this presentation for general informational purposes only and do 
not address the circumstances of any particular investor. All Research has been prepared and supplied by independent third parties that are not affiliated with Baskin Financial Services Inc. and according-
ly may not have been, and no representation is made that such Research has been, prepared in accordance with Canadian disclosure requirements. Neither the Research nor the profiles of the third party 
research providers have been endorsed or approved by Baskin Financial Services Inc., and Baskin Financial Services Inc. is not responsible for the content thereof or for any third party products or services. 
Any information set forth on this presentation has been obtained from sources that Baskin Financial Services Inc. considers to be reliable and is based on present circumstances, market conditions and 
beliefs. Any information provided by any third party are solely those of such third party and not of Baskin Financial Services Inc., and Baskin Financial Services Inc. accepts no liability in respect thereof. 

Except where otherwise expressly stated, the entire contents of this presentation are © copyright 2019, Baskin Financial Services Inc.. All rights reserved.

baskinwealth.com

416 969 9540
Toll Free: 1 877 227 5468
info@baskinwealth.com

95 St. Clair Avenue West, Suite 900
Toronto, Ontario M4V 1N6

    @DavidBaskinBWM 
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