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What I’ve Learned








After more than a decade working as a market analyst on Bay Street, and two
amazing years as the Chief Canadian Strategist for Raymond James Ltd. (RJL), it
is with mixed emotion that I am announcing that I am moving on, and starting a
new chapter in my career.
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I hope these final tips and insights will be of assistance as you navigate through
these challenging times. It has been my absolute pleasure in writing these
missives and providing advice and guidance over these last few years. You are
in good hands as clients of Raymond James Ltd. Thank you!
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While I will miss publishing these reports, supporting our great Financial
Advisors, and helping our clients navigate through these volatile markets, I am
very excited about my new role as co-Portfolio Manager (PM) for a leading
Canadian wealth management advisory practice.
In making this important career change from analyst to Financial Advisor and
PM, it forced me to take stock of my life and realize what is important. With that
in mind, I wanted to provide the key lessons that I have learned over my 18 year
career in the industry. They include: 1) going against the consensus; 2)
combining technical analysis with fundamentals; 3) controlling your emotions; 4)
focusing on the long-term; and 5) not being afraid to take a loss.
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What I’ve Learned
After more than a decade working as a market analyst on Bay Street, and two amazing
years as the Chief Canadian Strategist for Raymond James Ltd. (RJL), it is with mixed
emotion that I am announcing that I am moving on, and starting a new chapter in my
career. While I will miss publishing these reports, supporting our great Financial
Advisors, and helping our clients navigate through these volatile markets, I am very
excited about my new role as co-Portfolio Manager (PM) for a leading Canadian
wealth management advisory practice. In making this important career change from
analyst to Financial Advisor and PM, it forced me to take stock of my life and realize
what is important. With that in mind, in this publication, my last official publication as
Chief Canadian Strategist for RJL, I wanted to provide the key lessons that I have
learned over my 18 year career in the industry. I hope you find these as useful as I
have over my many years of investing in the capital markets.
1.

Go Against The Consensus
I have learned, often the hard way, that when the consensus all believes the
same thing that more often than not, the opposite seems to occur. Now,
when my personal views align with the general consensus, I often stand back
and stress test my analysis and views to see where I could be wrong. Given my
contrarian nature, I try to avoid groupthink and confirmation bias, a common
psychological tendency to search for and interpret information in a manner
consistent with one’s personal beliefs and views. Part of the thinking behind
this is that when everyone believes or is positioned a certain way, who is left
to buy that stock or investment? Essentially, trades can become crowded,
where many market participants have large and similar positions. Nortel
Networks in 2000 is a good example of this.

2.

Combine Technicals With Fundamentals
Readers of my work know that I am a strong believer in combining technical
analysis with fundamentals in making investment decisions. Often I find that
investors and professionals state that they only use fundamentals or
technicals in making their decisions. Why not use both, in an effort to improve
your odds of success? Ideally, you want to focus on companies with strong
fundamentals (e.g., differentiated product or service, accelerating earnings
growth, solid balance sheets) with bullish technical patterns (e.g., solid
uptrends, and trading above a rising 200-day MA). Apple Inc. is a great
example of this with the company delivering stellar earnings growth over the
years, and the stock in a consistent uptrend for much of the last decade. We
have found more consistent results by combining both forms of analysis.
Apple’s Strong Technicals With High EPS Growth

Nortel Networks A Tech Darling Of The 1990s
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3.

Control Your Emotions
This is easier said than done, especially today with the barrage of financial
market stimuli. For example, just recently we heard that billionaire investor
Carl Icahn had sold his entire stake in Apple Inc. given concerns over Chinese
growth. This was then followed by news that Warren Buffet’s Berkshire
Hathaway had established a US$1 bln position in the same name. What is a
person to do with all this confusing and often contradictory information? I
have found that investors often make repeatable mistakes by selling at the
bottom, or piling in to investments near the top, largely due to media hype.
While investing is emotional, since its dealing with our hard earned money
and net worth, investors should try to minimize the emotion around their
investment decisions, by either avoiding the media stimuli altogether, staying
focused on the long-term, or by using an experienced Financial Advisor.

4.

Focus On The Long-term
To help control emotions, it is crucial to remain focused on the long-term
rather than the day to day swings in the market. It’s the long-term returns
that allow investors to grow their savings into a portfolio that will meet their
long-term investment goals and objectives. Below we illustrate this by
showing the 10-year annualized price returns from the S&P 500. Since the
Great Depression there were only a few years (on a rolling monthly basis)
where investors earned a negative return over a 10-year period. On average,
these rolling month returns come out to a 6.3% annualized price return, which
is more than sufficient for most investors to meet their investment goals.

5.

Don’t Be Afraid To Take A Loss
Finally, while we believe strongly that investors need to take a longer term
perspective that does not mean that we just buy and hold and make no
changes along the way. In fact, I believe investors should be prepared to sell
investments that are down, and will result in a loss. Specifically, if the
fundamental rationale behind the initial purchase has changed or not
materialized, or from a technical perspective, if the stock breaks important
long-term support, then I believe investors need to re-examine the position
and consider selling it. A great example of this lesson learned was back in
2011 when I was asked by an old colleague of whether they should sell their
position in Blackberry. With the stock breaking a key support level around the
$40 level, I advised them to sell and move on. Unfortunately, they held on in
hopes that it would recover, and we know how that story ended. We will not
win them all, so investors need to recognize that sometimes a selling a losing
position can be the best course of action.
BB’s Break Of Key Support Was A Trigger To Sell

S&P 500 Annualized 10-Year Price Returns
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So there you have it! I hope these final tips and insights will be of assistance as you
navigate through these challenging times. It has been my absolute pleasure in
writing these missives and providing advice and guidance over these last few years.
You are in good hands as clients of Raymond James Ltd. Thank you!
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