
April 2018Volume 29, No. 2

With the recent announcement that the U.S. economy 
expanded at an annualized +2.9% growth rate for the last 
three months of 2017, compared to an earlier estimated 
+2.5%, it appears that the world’s largest economy is 
“still chugging along.” 

This elevated growth rate was largely due to expanding 
American personal consumption spending and corporate 
inventory increases. It is our view that they were probably 
directly related. More importantly, with falling American 
unemployment and increased consumer optimism, we 
expect this positive momentum to continue. In fact, 
considering that approximately 70% of American 
economic activity relates to personal consumer 
expenditures, this trend should portend an elongated 
business cycle.

Moreover, the enhanced Q4/2017 growth is also notable 
in that it is highlighting the U.S. economy’s remarkable 
resilience, longevity and its ability to climb a formidable 
domestic political and geopolitical “wall of worry". For 
instance:

• Confronted by many obstacles over the past year the 
American economy continues to expand. This expansion 
has been impervious to the Trump administration 
missteps, resignations and controversies, the North 
Korean conflict, the Syrian civil war, a new Federal Reserve 
chairman, NAFTA and the potential implementation of 
international trade tariffs.

• In spite of the general expectation of rising interest 
rates, fears of a developing inverted yield curve, rising 
deficits, plus the exasperating day-to-day stock market 
price volatility, the U.S. economy is still chugging along.

• While many realize its maturity, this economic cycle, 
already into its ninth year of positive growth is only 
15 months from being the longest American economic 
expansion in modern times. Regardless of its skeptics 
there appears to be considerably more fundamental 
strength and momentum to carry this growth streak 
forward.

In summation, despite innumerable factors impacting 
the U.S. economy, its trajectory, albeit rather modest, 
has continued to endure. It is our view that its moderate 
“goldilocks” pace of growth and solid base partially 
explains its unusual longevity.  

Irwin A. Michael, CFA
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Main Street America

Noise

"I have never seen anything like this (market volatility) in 66 years... it is just noise."

John Bogle, 88 years old
Founder, Vanguard Investment Fund

Well Positioned

There have been ongoing investor concerns with regard to 
rising interest rates and the prospects of an inverted yield 
curve.  Although these issues might be legitimate worries 
at this stage of the economic cycle, Main Street America is 
reacting quite differently and rather positively. Clearly, falling 
unemployment, increasing consumer spending, relatively low 
inflation and interest rates, lower corporate tax rates, and 

Since the start of 2018, equity markets have experienced 
unprecedented market volatility. For instance, the Dow 
Jones Industrial Average is frequently showing daily price 
ranges between high and lows of over 500 points. Much 
of this volatility can be attributed to incessant presidential 
tweeting and the political uncertainity of North Korea, Syria,

Despite the present inordinate share price volatility we 
are very comfortable with our individual stock holdings 
within our five ABC Funds. The portfolios are composed of 
diversified American, Canadian, and international companies 
with excellent earnings and growth prospects. We remain 
positive on the North American and world economic 
prospects and expect common stocks will outperform bonds

improving earnings appear to be driving the American 
economy forward. Consequently, we believe that Main 
Street America, possibly the “coal miner’s canary”, should 
be closely monitored in gauging the health of economic 
prospects and consumer prosperity.

NAFTA, and possible international tariffs. The fact is 
while the present trading environment may be unusually 
volatile, there is a profound disconnect with the current 
macroeconomic stability.

in 2018. We are particularily optimistic on the global 
economy and continue to favour North American financial 
services, technology, health cares, and industrials.  
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time to time, have positions in securities mentioned in this letter. I.A. Michael Investment Counsel Ltd. is the manager and investment advisor of the ABC Funds, and as such, receives from the 
Funds certain management and investment advisory fees based on the net asset value of the Funds from time to time. Irwin Michael is the sole shareholder of I.A. Michael Investment Counsel Ltd.

Two Favoured ABC Common Stock Holdings

Administrative Information
·  We continue to request that clients assist in updating their “Know Your 
Client” forms. This information is a regulatory requirement to assess the 
suitability of our various ABC Funds to individual client’s needs.

·  RBCITS is the custodian of the ABC Funds and is responsible for providing 
our clients with account statements, tax slips and requested funds. We ask 
that you retain all statements for your records as there may be additional 
costs for retrieving historical data.

·  Please contact our office to inform us of any changes in mailing or email 
addresses. If we do not have your current contact information, you may not 
receive the information we are sending out.

·  There are units of the ABC North American Equity Fund & ABC Global 
Equity Fund available for purchase. Contact our office for more information.  

·  Purchase requests must reach our office by the last business day of the 
month and redemption requests (for our open funds) must reach our office 
no later than ten business days before the last business day of the month.

·  Clients that are invested in our closed-end funds are able to redeem their 
reinvested distribution units on a monthly basis. Also, you can participate 
in the annual 10% redemption right if you provide the completed form by 
November 30 for a December 29 transaction date. If you need assistance 
with either of these options, please do not hesitate to contact our office.

·  All cheques are to be made payable to RBC Investor Services.

·  All client requests are to be directed to ABC Funds.

Becton Dickinson and Co.:  is a New Jersey based global medical device company that develops, manufactures, 
and distributes a diverse range of products to institutions, laboratories, pharmaceutical companies and consumers. 
We believe Becton is well-positioned to service a growing worldwide aging population. More importantly, with 
its recent acquisition of its health care peer, CR Bard, Becton will broaden its clinical outcomes and disease 
management, accelerate its revenue and earnings growth and place itself as an important one-stop shop for 
hospitals. Furthermore, Becton is strongly positioned internationally with double digit growth in emerging markets 
and China, which should offer additional revenue opportunities.

Brunswick Corporation: is a diversified manufacturer of recreational consumer products including marine engines 
and higher performance boats, as well as fitness, fishing, and billiards equipment. We believe that Brunswick offers 
a solid investment opportunity, trading at a very inexpensive 13x forward price to earnings multiple combined with 
an impressive five year earnings and revenue growth track record. Moreover, the company generates considerable 
free cash flow, which it has been using to fund its dividend and to repurchase common stock. Of note, in its first 
quarter of 2018, Brunswick announced a proposal to spin off its fitness division, which holds the renowned Life 
Fitness brand. This event could be a very positive catalyst for the company, as we believe that Brunswick represents 
a prime example of the sum of the parts being worth more than the whole.
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