
 
 

 

Timing is everything 

I was surprised how much the Queens Park eating area reminded me of my old high school cafeteria.  Everything looked 

familiar; the inexpensive table settings, the homey looking lunch specials and even the cliques congregated at tables; the 

jocks, the rockers and the nerds, each group seemingly holding court over some hot parliamentary gossip.  For some 

reason I assumed the place Members of Parliament hung out would look more fashionable.  I never thought meeting a 

member of the Canadian government would remind me of 9
th
 grade bologna sandwiches.   

Several years ago I had the opportunity to spend an afternoon with a Member of Parliament at Queens Park.  Over lunch, 

I asked the MPP to give me an example of a difficulty he faced trying to enact change in his district.  He told a story about 

being approached to help tackle a problem of behaviourally challenged teens.  Apparently, there was a large group of 

grade 9 kids causing mischief in one particular area of town; these kids were bored and were getting into trouble as a way 

to pass time.  The MPP and his staff created a communication strategy to help figure out a solution for these kids, 

including enacting a series of town halls between local government and the community. They worked hard and came up 

with a solution; they would build a skate park for the grade 9’s.   

I commented that sounded like a good plan and asked how it was received?  The MPP told me the results were mixed; 

the good news was the skate park was the first of its kind built in any municipality in Ontario and was proof that local 

government could work to create solutions to community problems.  The problem was none of the grade 9’s attended the 

opening ceremony.  I asked why that was the case?  He told me it had taken almost 5 years to complete the project, and 

all the grade 9’s had graduated high school and had left for college.  He gave me a grimaced smile.  The irony was not 

lost on him. 

The first six months of 2017 have been a whirlwind, most of it influenced by the election of non-politician-Republican 

Donald J. Trump.  Whether you love him, hate him or are indifferent, you have no doubt heard a lot about Mr. Trump in 

the last 180 days; protests, Mexican border walls, travel bans, health care reforms, Russians, tax breaks, fake news and 

of course Twitter tirades.  While Trump has been in the news nearly every day since the election (updated hourly on some 

news sources), so far the actual change to most anyone’s daily life has been minimal.  While his overall approval ratings 

are low, all Presidents have followers and dissenters.  This will be true of all future politicians as well.   

So what impact has this new administration had on investment markets, and what is the future prognosis?  There are two 

answers to this often asked question; one is easy to recognize, the other more difficult.  The first (more obvious) answer is 

that the initial market reaction to Trump’s victory was overwhelmingly negative (election night), then strongly positive (the 

day after election night), followed by hopefulness (expectations of health care reform and tax cuts) and finally doubt 

(political uncertainty and continued accusations).  With such a strong personality at the helm of the most powerful country 

in the world, this cycle of strong emotional response, both positive and negative, is going to persist for the foreseeable 

future.   

Trying to predict the governments (or the markets) next move, up or down, over the next few weeks, months or quarters is 

going to be a humbling experience for anyone daring enough to be bold with their predictions.  The truth is no one knows 

what Trump’s effect is going to be over the short term; we do not know if they will be negative or positive.  But this is no 

revelation; using history as a guide, the short term impact of any new President has always been a source for meaningful 

debate.  This was true of Obama, Bush Jr., Clinton, Bush Sr. and so on, all the way back to George Washington.   
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Shutting out shorter term noise is never easy.  However, there is only one type of person who 

should be trying to capitalize on short term phenomenon; speculators.  Speculators have one-way 

views which are really just “bets”.  By contrast, investors are concerned with longer term 

opportunities and are not interested in the short term guessing game du jour.   

 



 
 

So, as speculators pay attention to the Trump family, where should investors’ focus be?  The answer is that attention 

should be primarily paid to what the market looks to over the longer term.  At the end of the day, there is only one thing 

the market cares about – making money.  The market rewards companies that have high profits and punishes those who 

do not.  Over the longer term, the market is agnostic about everything else, including politics. 

One of the best ways to evaluate a company’s ability to make money is to look at its earnings (the amount of money the 

company makes after paying all expenses).  Looking for companies who consistently make money for shareholders over 

the longer term is at the core of our investment process.  One of the great attributes about an earnings trend is that it pays 

no attention to shorter term “noise” (for example emotional political narratives).  Great companies will be able to adjust 

and pivot to whatever policies the government decides to enact. 

While the value of identifying companies with consistent earnings is well known, it is often overlooked because of the 

prevalence of short term thinking.  This is where investors can take advantage of having a longer term focus.  As an 

example, below is a display of the earnings of one of the holdings in our portfolio: AMG (Affiliated Managers Group), a 

leader in American asset management.  As you can see, their earnings (green bars) have steadily increased from $1.40 

per share in 2010 to $8.60 per share today and have displayed with very consistent growth each and every year. 

  

 

 

 

As a company reliably grows its profit, a rational person would expect its total value (stock price) to increase at a similar 

pace.  Because of excessive short term focus (and distractions) this is often not the case.  AMG’s stock price above is 

represented by the dark line superimposed over its earnings.  You can see starting in 2010 that in general the stock price 

follows its earnings, until 2016 when it falls considerably.  In 2016 AMG grew its earnings to $9.20 per share, but its stock 

price fell back to where it was in 2013 – a year when it only made $3.30 per share.   

In 2016, the market became concerned about proposed government changes which had the potential to affect AMG’s 

industry.  Speculators panicked and sold the stock immediately.  Investors, who understood the longer term earning 

prospects for AMG, happily bought the shares from these speculators.  If AMG’s earnings trend continues, investors have 

a great opportunity to make a handsome profit.  

The government will indeed have an effect on many parts of the economy and it is good to keep a watchful eye.  

However, focusing too closely on short term headlines often entails missing out on more meaningful longer term 

prospects.  I am reminded of my meeting with the MPP over lunch at Queens Park. The grade 9’s didn’t wait around for 

the government to implement the change it promised, they had graduation for focus on.  In a similar way, investors should 

pay little attention to the current political environment, and instead look towards the opportunities provided by the 

speculators who will overlook longer term prospects. 

 Your hoping the Twitter tirades cease investment advisor,    

  

Duncan Stewart, MBA, CIMA, FCSI, CFP 
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