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“There are unintended consequences to everything. The most 

corrosive piece of technology that I've ever seen is called 
television - but then, again, television, at its best, is 

magnificent.” 
 

-  Steve Jobs 
  

   
Your Index Report 

 
Current 

Last 

Week 
Year-to-Date 

Dow Jones Ind. Avg. 25,289 - 2.69% +   2.31%  

S&P 500   2,730 - 1.83% +   2.12%  (+7.00% in $CDN)   

TSX 15,150 - 0.85% -    6.57% 

  
 
 

 



Unintended Consequences 

 
There is a law we are all subject to that no one polices or enforces. Yet, it 
governs us relentlessly. 
 
It is the Law of Unintended Consequences. 
 
For example, Prohibition ended in Ontario in 1927. Until then, alcohol was 
officially illegal, even though it was ridiculously easy to obtain. Many farms had 
their own stills (full disclosure: my grandfather had one in Sexsmith, Alberta) and 
‘speakeasies’ were clubs where beer and whiskey flowed freely. One federal US 
law enforcement officer once kept a tally of how quickly he could get liquor in 
each city he visited during Prohibition. The winner was New Orleans after he had 
been there just 35 seconds.  
 
The minute Prohibition ended and illegal sales became truly illegal, the drinks 
dried up. Government stores didn’t sell on Sundays and holidays, and it took 
years for legal distilleries to catch up to demand. In reality, the supply and 
distribution had simply moved from the efficiency of the bootleggers to the 
bureaucracy of the government. 
 
Fast forward to today and the cannabis industry. We now have regulated 
dispensaries and approved farms – and they are woefully underprepared. Before 
October, you could buy pot on almost any street corner. Today? Wait in line at 
your community dispensary. Several marijuana companies have reported lower 
earnings because they cannot get enough legal product to sell. It will work itself 
out in time, for it always does, but we need to remember one thing. When 
something becomes “legal”, it just means a new group is in charge.  
 
Technology is another realm where unintended consequences are playing a 
major role. Computers, smartphones, and artificial intelligence were supposed to 
make our lives easier and faster. They do, for the most part, but there are side 
effects. 
 
For example, data suggests far more oil contracts are traded than physical oil 
itself. What began as a convenient method for transferring oil without getting your 
hands dirty has become a high-speed speculator’s game. The recent decline in 
oil occurred even as more oil was used than ever before. It was simply a new 
bearish perspective by speculative hedge funds that caused them to sell their 
contracts en masse.  
 



It is not that different in the stock market, where over 60% of all stock trades are 
now done by computer algorithms. No wonder there is such volatility. Small 
squiggles in data can be magnified to enormous moves in stocks. 
 
For example, Apple (NASDAQ AAPL) sells approximately $1 billion worth of 
hardware and services per day, as of the current quarter. Since the end of the 
last quarter on September 30th, it will have sold about $45B worth of goods. 
However, the overall stock value has declined by close to $200 billion. Worries 
about slowing sales in China has been magnified far beyond their actual impact. 
 
 
 

Transition 

 
We often compare stock market corrections to the changing of the tides in the 
ocean. This is the period of time when the water can get very choppy due to all 
the cross currents. For example, here is what is now in transition: 
 
Technology firms – once viewed as benign and good, they are now seen as all-
powerful and uncontrolled. 
The economy – we are shifting from high growth in America to slower growth. 
Asia has already slowed. 
Oil – from undersupply to oversupply – in a month! New US shale production can 
be switched on and off much faster than anywhere else. 
Interest rates – from “lower for longer” to “hikes as far as the eye can see”.  
U.S. politics – from unlimited presidential power to gridlock. 
 
With so many currents converging at once, it makes world conditions more 
uncertain than they have been in years. We had hoped that strong corporate 
earnings would shield stocks from sharp declines, but the waters have been 
more turbulent than we expected. 
 
 



 
 
 
   
 

Glimpses of a Bottom 
 
Since late 1985, when I entered the industry, I have lived through 24 declines of -
5% or worse (as defined by the S&P 500). Only three went beyond -20%, though 
I remember them as if they were yesterday. Such is the human mind’s propensity 
to recall great fear. 
 
With the exception of the Big Three declines (1987, 2000-2002, 2008-2009), 
virtually every correction reversed its losses with 1-2 years. And, we regretted not 
buying the bargains that appeared at the time. 
 
 



 
 
 
Canada’s index, the S&P/TSX is down -6.66% so far this year, and -9% from its 
high in July. The S&P 500 is still +2% this year, though it is -9.9% from its high in 
September. 
 
It feels worse. Why? 
 
Stocks rarely hit their highs and their lows within a month. Normally, a new high 
means the economy is doing well and won’t be derailed. Most corporate CEOs 
are also baffled by how quickly conditions have changed.  
 
•        This was the worst October for stocks since October 2009. 
•        This was the first consecutive 12-day decline in oil prices since the oil 
contract began trading in 1983. 
•        The Chinese stock market is -25% this year, and is back to where it traded 
in late 2006.  
 



As always, it is impossible to tell right now. We are definitely mindful of the 
weakness in global economies from China to Germany. However, the US and 
Canada remain far from recession. 
 
On the positive side, we are seeing encouraging signs. Here is how bottoms are 
formed: 
 

 Selling dries up. Stocks making new lows on Wednesday on the New York 
Stock Exchange stood at only 175 compared to the peak in late October of 
528. 

 Different groups end their bear markets. Utilities and grocery stores, for 
example, began falling late last year. Now – quietly – they are rising. 

 Capitulation in the worst-hit groups intensifies, then ends. Energy stocks 
as a group are nearing their lowest weighting in 14 years. This is the same 
for almost all commodities – copper, uranium, nickel, etc. Historically, a 
bull market occurs not long after.   

 
 

 
 

 



We remain of the opinion that we are close to the end of this decline. 
 

 
   

Thank you for your referrals this month! They are always 
handled with great care and discretion. 
 
 
  

Protecting You and Your Data 

 
China has a new system they call Social Credit. It is a points-based application 
you track on your smartphone that shows how well you are behaving. It can have 
serious consequences if you are not a good citizen. 
 
For example, the central government wants to crack down on such small crimes 
as jaywalking and spitting in public. How can they do this without hiring millions 
of police officers? 
The answer is technology. Overhead cameras now watch every intersection for 
jaywalkers (and spitters). They then identify them through facial recognition and 
even walking gait patterns. Once you are singled out, your Social Credit score 
loses points. At a certain level, you are no longer allowed to buy a bus ticket 
home at Chinese New Year. Even lower and your child is denied entry to the 
better public schools.   
 
To no one’s surprise, all forms of minor crimes have declined. Yet, one wonders 
what this form of state-mandated behaviour will do to the rebels and outcasts that 
often go on to great things. 
 
Steve Jobs of Apple was once so poor, he lived in his car. Would a vagrant be 
allowed to attend university in China? Elon Musk held raucous house parties to 
make enough money to pay his rent. Would that sort of behaviour be tolerated?  
 
Meanwhile, the unintended consequence of easy technology is that it is now 
easier to rob a bank from the comfort of your living room. In 1992, there were 847 
bank robberies in the UK. By 2012, there were just  26 (source: The Guardian). 
Where did all the bank robbers go? On-line. Cybercrime is now a $1 trillion per 
year business. 
 
Raymond James now has close to 17,000 employees worldwide. We use 12,000 
servers to provide over 25,000 e-mail mailboxes, among other things. There is an 



enormous amount of data to protect. As the saying goes in network security, “the 
bad guys get to fail a million times, but we only get to fail once.”  
 
The company – including Canada - benefits from being wrapped inside a world-
class cyber-defense perimeter, which works in layers: 
 
Firewalls - 530 firewalls are the outer walls of our castle. 
Intrusion Protection – these are our “moats and spikes” to make it very hard to 
even try getting inside our systems. 
Detection Sensors – to spot attack points. 
Real-Time Monitoring – to stop the serious attacks. 
 
How big a job is it?  
 
We receive 1.2 billion e-mails per year. 67% of these are malicious or unwanted, 
and are blocked. Some are very serious. On average, we get six malicious e-mail 
campaigns per day aimed at multiple groups of our people. 
 
And that is just e-mail. Our real-time Cyber Threat Centre (it looks like a NASA 
command room) detects 38 million network threats per day (14.1 billion ‘network 
detected threats’ per year). About 1,000 per day require our automated defenses 
to fire up, while about 54 per day require our human experts to thwart. We have a 
real-time schematic of the globe and can see where we are under attack and in 
which countries these originate. 
 
Very few companies in Canada can afford to build, staff, and maintain such 
powerful defenses. Unfortunately, this is what is required in the connected 
financial world of 2018. 
 
 
 
http://www.dividendvaluepartners.com 

  
We thank you for your business and your referrals and we hope you find our site 

user friendly and informative. We would welcome your comments. 
  
  
How to contact us: 

  
paul.siluch@raymondjames.ca  
lisa.hill@raymondjames.ca  
peter.mazzoni@raymondjames.ca 
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Disclaimers 
  
The information contained in this newsletter was obtained from sources believed to be reliable, however, we cannot 
represent that it is accurate or complete.  It is provided as a general source of information and should not be 
considered personal investment advice or solicitation to buy or sell securities.  The views expressed are those of the 
authors, Paul Siluch and Lisa Hill, and not necessarily those of Raymond James Ltd.  Commissions, trailing 
commissions, management fees and expenses all may be associated with mutual funds.  Please read the prospectus 
before investing.  The indicated rates of return are the historical annual compounded total returns including changes 
in unit value and reinvestment of all distributions and do not take into account sales, redemption, distribution or 
optional charges or income taxes payable by any security holder that would have reduced returns. Mutual funds are 
not guaranteed, their values change frequently and past performance may not be repeated.   This newsletter is 
intended for distribution only in those jurisdictions where Raymond James Ltd. is registered as a dealer in 
securities.  Any distribution or dissemination of this newsletter in any other jurisdiction is strictly prohibited.  This 
newsletter is not intended for nor should it be distributed to any person in the USA. Raymond James Ltd. is a member 
of the Canadian Investor Protection Fund.   
  
Raymond James does not accept orders and/or instructions regarding your account by e-mail, voice mail, fax or any 
alternate method.  Transactional details do not supersede normal trade confirmations or statements.  E-mail sent 
through the Internet is not secure or confidential.  We reserve the right to monitor all e-mail. 
  
Any information provided in this e-mail has been prepared from sources believed to be reliable, but is not guaranteed 
by Raymond James and is not a complete summary or statement of all available data necessary for making an 
investment decision.  Any information provided is for informational purposes only and does not constitute a 
recommendation.  Raymond James and its employees may own options, rights or warrants to purchase any of the 
securities mentioned in e-mail.  This e-mail is intended only for the person or entity to which it is addressed and may 
contain confidential and/or privileged material.  Any review, retransmission, dissemination or other use of, or taking of 
any action in reliance upon, this information by persons or entities other than the intended recipient is prohibited.   
  
This email newsletter may provide links to other Internet sites for the convenience of users. Raymond James Ltd. is 
not responsible for the availability or content of these external sites, nor does Raymond James Ltd endorse, warrant 
or guarantee the products, services or information described or offered at these other Internet sites. Users cannot 
assume that the external sites will abide by the same Privacy Policy which Raymond James Ltd adheres to. 
  
Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund 
investments.  Please read the prospectus before investing.  There can be no assurances that the fund will be able to 
maintain its net asset value per security at a constant amount or that the full amount of your investment in the fund 
will be returned to you.  Mutual funds and other securities are not insured nor guaranteed, their values change 
frequently and past performance may not be repeated.  
 
Apple Inc. - Raymond James & Associates makes a market in shares of AAPL. 
 
Prices shown are as of close November 15th, 2018. 
 
  
You are receiving this message because our records indicate that you have requested this information. If you no 
longer wish to receive research from Raymond James, please reply to this message with unsubscribe in the subject 
line and include your name and/or company name in the message. Additional Risk and Disclosure information, as 
well as more information on the Raymond James rating system and suitability categories, is available at 
www.rjcapitalmarkets.com/Disclosures/Index. 
  
____________________________________________________________________________________  

This email, and any files transmitted, is confidential and may contain privileged information. Any unauthorized 

dissemination or copying is strictly prohibited. If you have received this email in error, please delete it and notify the 

sender immediately. We may monitor and review the content of all email communications. Trade instructions by 

email or voicemail will not be accepted or acted upon. Please contact us directly by telephone to place trades. Unless 

otherwise stated, opinions expressed in this email are those of the author and are not endorsed by Raymond James. 

Raymond James accepts no liability for any errors, omissions, loss or damage arising from the content, transmission 

or receipt of this email. Raymond James Ltd. is a member of the Canadian Investor Protection Fund.  
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des renseignements privilégiés. Toute diffusion ou reproduction en est strictement interdite. Si vous avez reçu ce 

courriel par erreur, veuillez le supprimer et en informer immédiatement l'expéditeur. Nous pouvons surveiller et 

examiner le contenu de toutes les communications électroniques. Les instructions portant sur des opérations, 

données par courriel ou dans une boîte vocale, ne seront pas acceptées ni exécutées. Veuillez communiquer avec 

nous directement par téléphone pour donner des ordres en bourse. Sauf indication contraire, les avis exprimés dans 

le présent courriel sont ceux de l'auteur et ne sont pas avalisés par Raymond James. Raymond James décline toute 

responsabilité en cas d'erreurs, d'omissions, de pertes ou de dommages découlant du contenu, de la transmission ou 

de la réception du présent courriel. Raymond James Ltd. est membre du Fonds canadien de protection des 

épargnants.  

____________________________________________________________________________________  

 

 

  

To unsubscribe and no longer receive any email communications from 

this sender, including information about your account, please either click 

here or send a reply email to the sender with [UNSUBSCRIBE] in the 

subject line.  

 

Pour vous désabonner de cet expéditeur soit 

cliquer ici ou envoyer un e-mail de réponse à 

l'expéditeur avec [UNSUBSCRIBE] dans la ligne 

d'objet.  

 
 

mailto:paul.siluch@raymondjames.ca?subject=[UNSUBSCRIBE]&body=I%20wish%20to%20unsubscribe%20from%20all%20commercial%20electronic%20messages%20from%20this%20sender.%20%20There%20may%20be%20other%20employees%20or%20agents%20within%20Raymond%20James%20which%20communicate%20with%20me%20electronically%20and%20I%20understand%20that%20I%20may%20unsubscribe%20from%20these%20senders%20separately.
mailto:paul.siluch@raymondjames.ca?subject=[UNSUBSCRIBE]&body=Je%20souhaite%20me%20désinscrire%20de%20tous%20les%20messages%20électroniques%20commerciaux.%20Il%20peut%20y%20avoir%20d'autres%20employés%20ou%20agents%20dans%20Raymond%20James%20qui%20communiquent%20avec%20moi%20par%20voie%20électronique%20et%20je%20comprends%20que%20je%20peux%20vous%20désabonner%20de%20ces%20expéditeurs%20séparément.

