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Market Update: “On the Money” A Conversation with Senior Vice President & Portfolio Manager and Head of the 
Equity Income team Oscar Belaiche. With 23 years of investment experience Oscar shares his thoughts on the 
market environment and how he continues to invest in companies that deliver a dividend or distribution using 
his quality at a reasonable price (QUARP®) process within a capital preservation philosophy. 

 
You’ve approached this COVID crisis by saying you’re going down the fairway. Can you explain what that 
means and how that impacts how you’re investing? 
 
When COVID hit, there really wasn’t a lot of information about what might happen, and to this day there are a number 
of questions as to how this is all going to play out. If you think about it, there were two tails or two potential outcomes at 
the end of the probability spectrum. 
 
The first tail would be, we enter into a Great Depression, we have high unemployment, massive job losses, and it’s not 
a pretty picture. That was one of the risks that we faced. 
 
On the other hand, if we were able to find a solution to the COVID issue by science - i.e., a treatment or a vaccine - 
then we would move towards a recovery scenario very quickly. 
 
Given, at that time, we didn’t have the information that we do even today a couple of months later, the positioning of 
the portfolio was more, do you want to be exactly wrong by saying one of these tail events is going to happen, and/or 
exactly right; or do you want to go down the fairway or go down the middle and adopt more of a neutral positioning, so 
that whether one case or the other case goes, our primary mission is to protect capital. 
 
We didn’t want to be positioned for the extreme good case and then the worst case happened. We would always err 
more towards protecting capital and protecting the downside. By going neutral, we’re going down the fairway with very 
high quality securities. That’s how we look at going down the fairway. 
 
What does the recovery look like, and what are your expectations of a post-lockdown economy? More 
specifically, could you share some of your more macro-secular views on a post-pandemic world? 
 
As we’ve seen, everything has now come into question. We are in a world where economic disparity, income disparity 
is coming to the fore. We have to look at it like everything’s changed and we don’t know when we’re going to get back 
to how we were, so people are calling this the new normal; how do we move towards the new normal. 
 
Certain themes that were in place prior to COVID breaking out have been even more magnified. What do I mean by 
that? Well, in technology there was already a significant move towards digitalization - or the ability to work through 
Internet or email communications rather than in-person communications. That has accelerated, such that Microsoft’s 
CEO said that 10 years’ advancement in that area has been compressed into two years. That’s one example. 
 
Another example in terms of how we’re looking at investing in the future economy is a theme that I’ve also talked about 
that is being repeated more and more, which is the big get bigger, the strong get stronger, the rich get richer. 
Conversely, the poor get poorer, the small get smaller, and the weak get weaker. That theme has been accelerated 
and I think that is why in the stock market, particularly the companies that are public entities are very strong. They’ve 
been able to produce better returns than what you might expect when looking at what’s going on in the economy itself. 
 
As we look at different themes - I call them rabbit holes - there are rabbit holes everywhere. For example, as we’ve 
seen in senior’s housing, there’s implications on the care that’s been provided, the health aspects, the safety aspects, 
and how that may change now so we have cleaner facilities, better care, better oversight; that’s one area. 



 

 

 
Another area is whether people are going to want to live more urban or suburban, or what’s called exurban where they 
don’t necessarily want to live in a high-rise in a downtown setting. They may want to live in a home with some land and 
parking, have more than living in a condo. Everywhere you look, those are some of the issues; those are in real estate, 
for example. 
 
There are issues in regards to labour versus capital and if we’re going to be on-shoring or bringing back supply chains 
that have been pushed out to the rest of the world as part of globalization. We’re going the other way now, and as part 
of that we are going to bring factories closer to home, there’s going to be more automation, more robotics, more 
technology. 
 
There’s the issue of Universal Basic Income, and how you take care of these people. This is the left tail that I talked 
about, the Depression scenario, that that was mitigated by fiscal and monetary stimulus coming from the government 
and the central banks. How long can that keep going? Again, what are the implications? Right now you need that 
medicine, so to speak, to enable people to pay their rent or pay for their food or whatnot when they’re unemployed. 
The top up provisions have been very, very helpful in mitigating that Great Depression scenario and that left tail 
scenario. 
 
Those are some of the things that we’re looking at as we look towards an economic recovery. Certain areas of the 
market or the economy are doing extremely well. As I mentioned, technology is an example. Vacation homes could be 
another: instead of going on exotic vacations maybe you want a second home or a vacation home or you want to rent a 
cottage and stay more local, instead of flying off to some exotic place. 
 
Again, everything can change if there’s a treatment, a vaccine that eliminates the fear for older people. These are all 
part of what the economic recovery and the post-pandemic economy is going to look like. Every one of these rabbit 
holes requires real thought as to how to position your portfolio relative to the changes that are taking place before our 
eyes in our society, in our economy, and how companies and people are dealing with this pandemic and the results of 
the pandemic. 
 
Do you believe that the central bank action has put in a bottom or a safety net for the equity markets? How 
does this affect equity investors in search of income? 
 
There is no doubt that what’s commonly referred to as the bazookas of central bank actions and also government or 
fiscal actions that have been taking place, both fiscal and monetary, have helped put a safety net in the economy and 
for people. 
 
Now, the concern is how long can that last, and how long will it take for people to get re-employed? In my opinion, the 
reemployment levels are not going to accelerate that quickly, as long as people are reluctant to go out and do what 
they used to do, and as long as certain service areas of the economy and large gatherings in the economy are still 
curtailed. We would all love to go to a NHL hockey game or an NBA basketball game, or a concert or a riding show, or 
to whatever your interests are. However we can’t do that very easily, if at all, right now, and so there is a safety net. 
The question is how long will governments and central banks be willing to put the safety net in place? So far they have 
said it’s unlimited as to how long they’re willing to put that safety net in. 
 
In terms of equity income investors like ourselves the most important thing is the sustainability of the cash flow and the 
income stream or the dividends that we receive from the companies we invest in, so that we can have investments 
that, over time, can continue to pay their dividends. We’re focused on the largest of the large, the best of the best, and 
the strongest of the strong, as we look to position ourselves to be comfortable with the quality of our investments and 
the predictability and the security of those investments as we look forward into this uncertain future. 
 
 
 
 



 

 

Does this lower for longer interest rate environment force investors that are in need of income into equity 
positions they might not otherwise have looked at? 
 
Yes. The issue right now is that cash provides an incredibly low return: I think its 25 basis points or 0.25% that you can 
get on your cash in a high interest savings account. It’s difficult to retire and have enough money to live off of earning 
0.25% without eating into your principal, if you hopefully have enough principal to live off. If you don’t, the idea is to 
generate those income streams by using your principal to create an income stream.  
 
We believe that the value of those dividends, from companies that continue to pay them, has actually increased. The 
difference between the dividend yields today and the risk-free rate or the cash rate that you may be able to get on your 
money, whether it’s from a high interest savings account, short-term rate, or even a 10 year bond in the U.S. is 0.66% 
and in Canada a little bit less than that. 
 
There’s really not enough income in those choices, but there is security of capital. How do you blend the cash and the 
fixed income components of your portfolio with the dividend component? I believe that that dividend component is 
going to be even more important as we look forward, particularly as you’re moving towards your retirement years, or in 
your retirement years. 
 
What is the landscape right now for dividend-paying equities? What are you hearing about companies 
maintaining, reducing, or outright cutting their dividends? How’s that shaping your approach to choosing 
dividend-paying securities? 
 
The stock markets we primarily concentrate on are Canada and the U.S., with the other concentration we have is 
global or ex-North America, but only the developed markets not the emerging markets; again, the best of the best, the 
strongest of the strong. 
 
When we look at the landscape, there have been very few dividend cuts. As long as things can sustain themselves, the 
market is already anticipating a recovery and backed off from the worst case or that Depression scenario, as we’ve 
seen in terms of how it’s been performing. What we’re seeing is very little reducing or cutting of dividends in the type of 
companies we invest in. Of course, if we were invested in a restaurant that hasn’t been able to open, and when it 
opens, it has 25% or 50% capacity, it’s really hard for these businesses to make any money at anywhere near those 
levels. They need more like 65% to 75% occupancy just to break even. 
 
We think that the capital markets, the equity markets, are very attractive for dividend-paying equities, and that we’ve 
seen very little dividend cuts in the investments we’ve held. We’ve had one company suspend its distribution that we 
no longer own. One company cut its dividend in half; it’s an energy company that’s still a high quality company wanted 
to be prudent, and so they cut their dividend in half. Other than that, we have not seen any dividend cuts. 
 
As an example, the banks have not had any dividend cuts, in the main banks, the major banks that we’ve invested in. 
We believe that their dividends are sustainable. Something we’re constantly watching for, as we will continue to 
monitor the dividends and the ability of those companies to pay those dividends as we go forward. 
 
As we look towards the future, do you see an impact on how this pandemic could potentially change 
investment behaviour for different demographics? Specifically Millennials and Gen Z who need to focus more 
on savings, versus Boomers who are entering that retirement income phase of life. Are there any secular 
themes among the demographics themselves that you’re seeing? 
 
In terms of demographics, I would say what we’re looking at now can be described by a saying, wounds heal and scars 
last. Again as part of the rabbit holes, what will investor behaviour be demographically as we move forward? I put the 
demographics into three buckets, from a financial perspective. 
 
The first bucket is the younger people, the under 30 who are finishing University, or starting their first job, or have a few 
years’ work experience. For them, their financial position hasn’t really changed significantly unless they’ve lost their 



 

 

job, and then they’re just sort of hanging on, but they’re not investing because they don’t have that ability in a material 
way, either way you look at it. 
 
Then you have, let’s say, the 30 to 50 or 55 year olds. That would be those who have gotten married, who have 
families, who have a mortgage to pay, and have expenses. Their situation is where, I think, that there could be some 
scarring and that their approach is going to change as we go forward. If you were living your life well but had expensive 
leased cars or a big mortgage and now you’ve lost your job because it’s in an industry that’s been impacted then your 
life has completely changed. As you rebuild yourself and things hopefully get back to this new normal and we do find a 
cure - which I believe science will ultimately prevail - then as you get back you’re going to want to save more. 
 
We’re already seeing that, even though there’s money that’s been put into the system, people are saving their money 
now. They’re not going out as much, they’re not spending as much, and they’re becoming bigger savers. For those 
who may have experience going back to the Great Depression, that really scarred the people who lived through it - for 
the rest of their lives, they were frugal, they were careful of what they spent. 
 
I think there’s going to be an element of that with those who maybe didn’t save enough and weren’t as careful as they 
could have been in having money set aside for a rainy day that we’re going through now. 
 
Then the final group of people are those, they call 55-plus, who are either pre-retirement or in retirement. For the most 
part, if they’re in a retirement situation, they’re probably pretty well off. Their financial assets have not been destroyed 
in this market that we’ve seen to-date, but their concern is more about I’ve got to be very careful if I go out because I’m 
older and I could be more at risk. I have a pre-existing condition. 
 
They may just move to a more sheltering in place environment, wanting to take more local vacations, not necessarily 
wanting to go too far from home. Second homes, maybe having more amenities in their homes; those are sort of the 
implications demographically that I see, as we go forward. 
 
What would you say to investors today about working with an advisor to find and build a resilient portfolio that 
can produce income - a goal that, probably for many, seems more challenging based on where we are today? 
 
As we look forward, I think one of the most important things is that you’ve got to make sure you have proper 
diversification of your asset base. If you had all your money in a restaurant, let’s say, and you didn’t diversify, then 
you’d have some issues today. Whether it’s a restaurant, an airline company, a sporting event type of ownership, 
diversification is very important. 
 
Secondly, you have to look at what’s called outcome-based investing. What is it you’re trying to achieve, what are your 
goals? This is where working with an advisor is really critical - because advisors can ask about your goals and then 
tailor a financial plan to meet your goals. 
 
For my team, our outcome-based investing approach is that we’re going to invest in quality. We have an acronym 
called QUARP®, quality at a reasonable price. We’re going to do everything we can to protect your capital. Rule one 
from Warren Buffett is protect capital; rule two is never forget rule one. Then there are times that you can implement 
rule three, make hay when the sun shines - in other words there are times to make money. 
 
You always have to have a view in that area. For us, what’s more important is owning those companies that can 
continue to generate free cash flow, ideally, although certainly not today, can grow that free cash flow, although there 
are certain companies that are going to be able to maintain their cash flow a lot better than others, i.e. some of these 
tech companies that are pulling forward technology and digitization. 
 
What Dynamic’s always done is we’ve always prided ourselves on making sure that people invest with advice, and that 
clients work with an advisor to come up with their plans. It’s very easy to get shaken up by the news and by events that 
are taking place. As we see today, even though there are all kinds of events going on out there, the market’s actually 
been pretty resilient. 
 



 

 

It’s important to stay the course in terms of the plan you have and how you’re going to try to achieve that, but obviously 
make adjustments or tack, to use a sailing term, if you need to shift around a bit and readjust. 
 
These are all things that I believe are very, very important for an investor to consider, in terms of how they’re looking at 
building a resilient portfolio, and how they’re going to be positioned safely for the future.  
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