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This week’s articles and insights 

  
 

1. Polar Vortex 

2. Pandemics and Prices 

3. The Forgotten Beneficiaries of Electrification 

4. Are U-Leaving?  

  
  

“Democracy is two wolves and a sheep voting on what is for dinner.” 
 

  
  

   

Your Index Report 

 
Current 

Last 

Week 
Year-to-Date 

Dow Jones Ind. Avg. 31,493 + 0.20% +  2.90%  

S&P 500   3,914 -  0.06% +  4.20%     

TSX 18,274 -  0.65% +  4.82% 

 

 
Polar Vortex 

 

The biggest news of the last two weeks was the arrival of the Polar Vortex from 

Canada’s north. Americans always chortle at our horrible winter weather, until we 
send it their way. Then they curse us for it.  

 

 



This one was particularly harsh. It dumped a foot of snow on Victoria, the 
Canadian city that is least able to handle snow, and yet still has plows and winter 

equipment on hand. This vortex reached all the way down into Texas and 

Mexico, which are regions that are not at all prepared for such weather. The 
snow clogged highways, froze pipelines, and cut power to hundreds of thousands 

of homes.  

 
 

 
 

 

Much has been written about the frozen wind turbines unable to move in the ice, 
and how this affected power supplies in Texas. This is true, but an even bigger 

problem was that natural gas wells and pipelines also froze. The Lone Star State 

depends on natural gas even more than it does wind to warm its homes and 

keep its lights on.  
 

Why was Texas so hard hit? In Canada and colder parts of the U.S., wells are 

winterized and wind turbines insulated to operate in sub-zero temperatures. 
Since this rarely happens in Texas, they have been slow to upgrade their 

equipment. Also, Texas is so blessed with ample natural gas from the giant 

Permian basin, they burn today what they pumped yesterday, and store relatively 
little. Not a good plan when all the wells freeze up. The Texas grid was designed 

for hot summers, not freezing winters. 

 



Natural gas –the commodity - has been the biggest beneficiary of the cold snap. 
Frozen wells in Texas meant supplies from as far away as Canada had to be 

diverted south. Texas has since banned the export of natural gas to Mexico for 

the duration of the cold spell, prompting Mexico to consider shifting back to coal. 
Unlike natural gas, coal can be easily stored (see that big pile over there?) and 

fired up easily in just about any temperature.   

 
 

Pandemics and Prices 

 
A recent study by the Bank of England looked at all pandemics over the past 800 

years. One of the defining characteristics they found was that inflation rose in the 

year following the pandemic (source: the Economist). 
 

This makes sense, in that most pandemics see the population fall, which means 

fewer goods are produced and so scarcity occurs. Scarcity = higher prices = 

inflation. In a crisis like ours in 2020, we shifted our priorities from services such 
as travel, eating out, movies, and shopping to goods such as fuel, food, and raw 

materials. 

 
Or, in the case of Texas, natural gas to heat your home. The rising prices of 

goods may well lead to higher inflation now, just as it has in past pandemics. 

 
The topic of inflation is both timely and important. Many commodities, from 

copper to corn, have risen in price since the pandemic struck a year ago.  

 

 
 



 
 

 

Not a huge surprise, in hindsight. Mines closed and supply lines came to a halt. 
China was the first to re-open its economy and suddenly, almost every raw 

material was in shortage.  

 
On top of this, global governments flooded the world with stimulus money. An 

estimated $13 trillion was printed globally to offset the money lost by lockdowns.  

 
 

 



 
 
Not all of the new money was spent, however. We have seen savings accounts 

swell because of fewer vacations and dining out, to name just a few of the 

services most affected. Where has all the excess money gone? 
 

Residential real estate has been a big beneficiary. You can buy much more 

home with a 1% mortgage rate than you can with a 3% rate, and so house prices 
have responded by going up. 

 

The stock market has also done well, especially those companies with big growth 
rates and few profits. These companies – mainly “next generation” and “new era” 

companies tend to do well with interest rates close to zero. 

 
Interest rates are sneaking higher, though. The threat of rising interest rates 

could bring the long-anticipated correction in stock prices. 



 
 

 
 

 

 

The Forgotten Beneficiaries of Electrification  

 

Rising interest rates are not kind to boring, high dividend-paying utility stocks. 
Fortis (TSX FTS), one of Canada’s largest electricity and natural gas providers, is 

the same price it was a year ago while the rest of the stock market has gone up. 

 
The shares are flat, even as Fortis hiked its dividend by 6% last September, has 

doubled it in the past 12 years, and increased it every year for the last 47 years. 

It now yields 4% in a world where the best savings accounts get you 0.5%. 
 

And yet, the stock is ignored. 

 
 



 
 

 

The same can be said for all of Canada’s (and the U.S.’s) utilities. Low-growth 
utilities typically do not do well during periods of improving economies and rising 

inflation, as we are seeing now. 

 
We ignore the trend of electrification of the world and what impact this may have 

on these companies. In fact, they may be some of the prime beneficiaries, 

making electric utilities faster-growing companies than we think: 

 

 The bitcoin network requires the same power annually as Switzerland to 

maintain itself. 

 Electric vehicles could reach 20% of global auto sales by 2030. 

 Global data centres and cloud storage now consumer approximately 1% of 
world energy. This could rise to 3-13% by 2030 unless we can become far 

more efficient (On Global Electricity Usage of Communication Technology: 

Trends to 2030 by Anders S. G. Andrae) 
 

As with the race between the hare and the tortoise, sometimes it pays to bet on 

the plodder (electric utilities) over the rabbit (bitcoin, Tesla). 
 

   

Are U-Leaving?  

 

Many of us remember moving out for the first time. You rented a U-Haul, 

crammed everything you owned inside, and headed for the big city. Most of the 
time, it was for school, but then we stayed in the city to work.  

 

That’s why cities are big: they are magnets for young people.  



 
Except now, they aren’t. The cost to rent the smallest U-Haul truck to Houston, 

Texas from Los Angeles is more than triple than going from Houston to Los 

Angeles. To rent a U-Haul truck from  Phoenix to L.A. is $200 versus $1,200 from 
L.A. to Phoenix. The same dynamic is happening in Canada – it is triple the rate 

to rent a truck to go from Vancouver to the small town of Nelson than it is to go 

from Nelson to Vancouver.  
 

The reason for the difference is demand – so many more are leaving New York, 

Los Angeles, Chicago, Vancouver and Toronto that trailer rates to leave have 

skyrocketed. Same in Canada. Over 87,000 people left Toronto, Montreal and 
Vancouver between July 2019 and July 2020 as mainly younger people moved to 

the suburbs, smaller towns and rural areas (source: National Post, Statistics 

Canada). 
 

Some will say it is because of Covid-19, the attendant risk of living in crowded 

buildings and the new allure of working from home. Others say it is because of 
the high price of housing.  

 

Home can now be anywhere. Why not move to Florida, where is it warm and 
there is no state income tax? Why not move to Victoria, the warmest city in 

Canada (in Canada, warmth is a relative term)?  

 
Some of this flight from the cities will reverse itself once the pandemic fades. 

There are many jobs that can only exist in skyscrapers, so they will fill up again. 

 

But many of these trends, like work-from-home and social-distancing, could be 
longer lasting than we think. For example, the Bank of Nova Scotia (TSX BNS) 

announced this month that they are vacating the tops floors of Scotia Plaza in 

Toronto, the quadrangle of buildings named after the company. To those of us in 
the Canadian financial services sector, this is like the Catholics leaving the 

Vatican! Scotia Plaza has been the primest of prime real estate since the 1980s. 

Midland Walwyn, our firm in the 1990’s, maintained a trading floor in Scotia Plaza 
and we were proud to pay the exorbitant rent just to brag about our address. 

 

Banks and many other white-collar firms are rethinking their real estate needs. 
This started as automation allowed gradual downsizing, and has now been 

accelerated due to the pandemic. We haven’t yet seen dramatic drops in office 

rents yet, but we may, and this will affect landlords, building owners, and pension 
investors. Apartment rents too. Parts of downtown Manhattan are down as much 

as 45% from where they were just a year ago in some buildings. We have not 

seen this in Canada, thanks to lower virus counts and higher rent supports, but it 
is early days for landlords. 



 
The flip side of this is the enormous housing shortage in both Canada and the 

U.S. The Millennial generation has been stuck in their parent’s basement thanks 

to crushing student loans and a weak job market after the 2008-9 financial crisis. 
Add the 2020 pandemic to their list of roadblocks to owning a home. Many can 

no longer wait and are forming new households are an increasing clip. They have 

decided to move out and are bidding up the price of homes in the suburbs.  
 

The Ned Davis Research firm estimates there is a shortage of over 3.7 million 

homes in the U.S., largely due to the cessation of building after 2008-9. 

 

 
 

 

Throw in record-low interest rates and $6 trillion of stimulus money, and it is no 
wonder lumber prices are at all-time highs.  

 



The good news for renters is that rent increases could cool off as demand 
normalizes for apartments in the cities. The apartment REITs we follow and own 

are doing fine through all this. 
 

 
 

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

  
  
  

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 welcome your comments. 
  

  

How to contact us:  

  

paul.siluch@raymondjames.ca  

lisa.hill@raymondjames.ca  

peter.mazzoni@raymondjames.ca 

sharonmitchell@raymondjames.ca 
  

  

(250) 405-2417 
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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.  
  
Fortis, Inc. - Raymond James & Associates, Inc. makes a market in the shares of Fortis, Inc.  

 
Prices shown as of February 18th, 2021 
  
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. 
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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.  

  
____________________________________________________________________________________  
This message and any attachments are intended only for the use of the addressee or their authorized 
representative. It may contain information that is privileged and/or confidential. Any unauthorized dissemination, 
distribution or copying of this communication or any part thereof, in any form whatsoever is strictly prohibited. If 
you have received this communication in error, please delete permanently the original e-mail and attachments, 
destroy all hard copies that may exist, and notify the sender immediately. Raymond James 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. The 
designation Raymond James, mentioned in this notice and disclaimer, refers to and include the following divisions 
and entities: Raymond James Ltd., a member of the Investment Industry Regulatory Organization of Canada (IIROC) 
and of the Canadian Investor Protection Fund (CIPF); its divisions 3Macs, MacDougall, MacDougall & MacTier and 
Raymond James Correspondent Services; and its subsidiaries: Raymond James Financial Planning Ltd. registered as 
a l ife insurance agency in all provinces except the province of Québec where it is registered as Financial Services 
Firm with the Autorité des marchés financiers (AMF); Raymond James Investment Counsel Ltd., a firm primarily 
regulated and governed by the British Columbia Securities Commission but registered and regulated by securities 
commissions in other Canadian provinces, and also regulated by the U.S. Securities and Exchange Commission; 
Raymond James Trust (Canada), a trust company regulated by the Office of the Superintendent of Financial 
Institutions (OSFI); and, Raymond James Trust (Québec) Ltd., a trust company regulated by the AMF.  
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Ce message ainsi que le ou les fichiers qui y sont joints sont à l’usage exclusif du destinataire ci-dessus ou de son 
mandataire autorisé. Cette communication pourrait contenir de l’information privilégiée et confidentielle. Toute 
diffusion, distribution ou reproduction non autorisée de cette communication électronique, en tout ou en partie, 
sous quelque forme que ce soit, est strictement interdite. Si  vous avez reçu cette communication et toute pièce 
jointe par erreur, veuillez les supprimer de façon permanente de vos systèmes, en détruire toute copie et en 
informer immédiatement l 'expéditeur. Raymond James peut surveiller et examiner le contenu de toutes les 
communications électroniques. Les instructions portant sur des opérations, communiquées par courriel ou dans 
une boîte vocale, ne seront pas acceptées, ni exécutées. Veuillez communiquer avec nous directement par 
téléphone pour donner des instructions d’opérations boursières. Sauf indication contraire, les avis exprimés dans 
le présent courriel sont ceux de l 'auteur et ne sont pas approuvés 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. Le nom Raymond James utilisé dans le présent avis et clause 
de non responsabilité réfère et comprend les divisions et entités: Raymond James Ltd., une société membre de 
l ’Organisme canadien de réglementation du commerce des valeurs mobilières (OCRCVM) et du Fonds canadien de 
protection des épargnants (FCPE), ses divisions 3Macs, MacDougall, MacDougall & MacTier et Services de 
correspondants Raymond James; et ses fi liales : Planification financière Raymond James Ltée, société inscrite en 
tant que société d’assurance-vie en lien avec la vente de produits d’assurance dans toutes les provinces sauf dans 
la province de Québec où elle est inscrite en tant que Cabinet de services financiers auprès de l’Autorité des 
marchés financiers (AMF); Conseils en placement Raymond James Ltd., firme principalement réglementée et régie 
par la Commission des valeurs mobilières de la Colombie-Britannique mais également soumise à la surveillance et 
inscrite auprès des Commissions de valeurs mobilières d’autres provinces canadiennes) et est réglementée par la 
Commission des valeurs mobilières des États-Unis (SEC); Fiducie Raymond James (Canada), une société de fiducie 
inscrite auprès du Bureau du surintendant des institutions financières (BSIF); et, Fiducie Raymond James (Québec) 
Ltée, une société de fiducie inscrite auprès de l’AMF.  
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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.

