








Upcoming Client
Appreciation
Event

Be sure to join us during our
fun-filled Harvest Day on Saturday,
October 24th, at Pitt Meadows
Heritage Hall, 10am to 3:00pm. See
the enclosed invitation for further
details and to RSVP by October 16th
by phoning Stefanie at
604-468-0888. Don’t forget, we

will also be collecting ‘gently used’
winter coats during this special

event for those in need.
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- Companies are meeting earnings targets but this is on the heels of them having
lowered earnings forecasts by 40% on average and is on the back of aggressive
cost cutting.

- GDP (Gross Domestic Product - the most common way of measuring the total
value of goods produced in a year by a country) numbers are up globally across
the board, but that is as a result of massive government spending and stimulus.
In China it accounts for 80% of their GDP, where as normally consumer
spending makes up the bulk of GDP numbers (usually 70% or so).

- Consumers are paying down debt and savings rates are up but as good as that
may be for an individual, the economy needs consumers to start spending again
in order to expand. Consumers still need to deleverage more before they can
resume prior spending habits.

- Unemployment numbers seem to have stabilized but we have more people
currently unemployed than we have had in the last 60 years - and that doesn’t
include the “underemployed.” These are all those whose unemployment
benefits ran out and they took whatever work they could get regardless of their
profession (ie, guys with MBAs working at the GAP).

- The index which tracks the number of new home sales versus foreclosures
increased dramatically last quarter as new home sales picked up but it needs to
double again just to break even. In other words foreclosures are still twice the
rate of new sales which means more housing inventory is hitting the market
daily, than is being sold.

You can see wherein the confusion lies! Essentially the economic data coming

in looks good, but a lot of that is simply improved numbers relative to the truly
horrific numbers we were seeing a year ago. Right now, confidence is high that

the economy and market will continue to recover, but it is going to be a sluggish
recovery. Government stimulus is largely responsible for the economic recovery,
and there is still a lot of stimulus that hasn’t even hit the market yet. My feeling

is that the stimulus will sustain the economy and the market long enough for
consumers to take up the spending mantle again. I'd like to think that we have
learned a valuable lesson about living beyond our means, but I am pretty sure that
greed was not replaced by fiscal prudence, merely scared back into submission and
that spending will return as confidence comes back and eventually turns to hubris.
It is a pattern that has held true for hundreds of years and I don’t see it breaking
anytime soon!

Stocks aren’t cheap anymore. Companies are fairly valued for the most part and
in order for them to grow they will need the economy to recover. The economy is
recovering, but it is going to take some time and while it is in this fragile state it is
susceptible to economic shocks. I am going to reiterate my “cautiously optimistic”
outlook I had back in July. This is the financial equivalent to the weatherman
telling you it is “cloudy, with sunny breaks and a chance of rain.” I'll try and be

a little more definitive by saying I think that a year from now the market will be
significantly higher than where we

are today and we are due for a nice

three year run in terms of returns,

but I also think that it is extremely

unlikely that the TSX is going

straight back to 15,000. There will

be a retrenching or catching of

breath by the market at some point

in order to let the economy catch

up with stock prices.





