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The Lead Mare and Markets: Where She Goes, They Will Follow… 
 

Dear Friends and Clients: 
 

I hope this note finds you well and enjoying summer weather. 
 

Consider yourself as a rancher in the BC interior gathering up 
your range horses shown above.  How are you going to bring in 
about 10 when there is just you and the horse you are riding?  It 
isn’t actually that tough once you find them.  The horse in front 
is the lead mare and normally she would have a bell on her neck 
so you can hear her in brush cover.  If she doesn’t want to be 
caught, she will stand very still – clever girl! 
 

But suppose that you have caught her and here is the trick – the 
others will follow her.  If you caught any other horse in the 
group, the others would wander away, because they will usually 
only follow the lead mare.  These loose horses may frisk about 
or stop to grab a mouthful, but they will come, just maybe not 
right away.  I learned this from experience working at Chilko 
Lake in the summer of 1985. 
 

Long-time readers will sense a metaphor relating to the 
investments coming:  
 

The lead mare represents rising dividends and, despite the 
market turmoil, she is steadily marching higher toward home 

(see the dividend increases announced last month in an email 
from me).   
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The short answer is that they usually aren’t anyway, yet people continue to be perplexed by their disparate paths.  
You’d think that measuring business and other types of economic activity would be useful in predicting the direction 
of stock markets.  It isn’t, counter intuitive, but true.  As Warren Buffett has famously said, “Any company with an 
economist on staff has one too many employees.”  I don’t mean that pejoratively as economic theory has it uses in 
policy design, but it is hopeless as a predictor of stock market direction.  The market is generally forward looking 
and economic data is backward looking so the economic information is always behind the times.  The current market 
is looking past the pandemic and the US election.  Governments around the world are supporting their citizens and 
corporations (which includes the stock market) with stimulus to replace the regular income that has been curtailed by 
the virus induced lockdowns.   
 
The Continuing Pandemic: 
 
I expect that portfolios will continue their gradual “two steps forward one step back” with many now in positive 
territory year to date.  I have no crystal ball, but I believe that an effective vaccine may not be far off with multiple 
vaccine producers in the final phase 3 trials required for licensing.  The covid -19 vaccine trial results to date 
(published in multiple recognized journals) appear to be uniformly positive.   Further, they are already in vaccine 
production anticipating licensure and striking supply agreements with government agencies.  Please call me to 
discuss this further as you see fit. 
 
The US Presidential Election: 
 
The US presidential election is likely to be more acrimonious than usual.  The good news is that historically, 
elections do not have any lasting effects on the markets.   Democratic regimes (should that be the outcome) also tend 
to have better stock market performance as well.  Not that surprising really since both parties would be considered 
pro-business if they were located here in Canada. But what if the election is too close to call and is disputed?  In the 
2004 election, the vote counts were very close prompting Mr. Gore to challenge the results causing a few months of 
uncertainty.  I will allow that the mercurial nature of the incumbent may intensify that uncertainty if the election is 
close.  However, I also believe that the democratic institutions of the US will prevail and the loser will have to 
acquiesce, if not necessarily quietly. 
 
Where to Now? 
 
I am very pleased that a number of clients have called me recently to discuss their market concerns.  Their gut is 
telling them to sell now at the top and then buy back in at the bottom.  Sounds like a great idea and there are many 
professional and lay people who follow market timing models.  Unfortunately, it doesn’t work and can create 
significant tax bills as well.  I recently did reviews with three friends with similar portfolios.  Two follow my 
suggestions and we have experienced the downturns and the upturns through the years.  We know that downturns are 
inevitable, unpredictable but temporary when you own companies that produce a necessity.  The results have been 
pleasing.  The third person has on two occasions sold out his portfolio attempting to side step a downturn and buy 
back at lower prices.  The result has been a 37% underperformance relative to his peers since 2012 and the anxiet 
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The loose horses following are individual stock prices. The portfolio strategy I follow 
captures that lead mare of rising dividends (as time goes on). The stock prices may be 
spooked by inflation, wars, interest rates etc. but they should fall back in line with the “lead 
mare of dividends” in due course. 
 
We are currently in a period of market price adjustment due to temporarily higher inflation 
and interest rates.  This has caused a short term spooking of the horses, and they aren’t, in 
more characteristic fashion, placidly following the lead mare.  The dividends continue to tick 
higher and once the followers settle a bit, they should fall back into line. Similarly, when the 
market is finished adjusting, share/bond prices should begin their next leg up. 
 
I always look forward to your calls and now visits.  Please reach out to us.  
 
You may not have met Brooklyn Nikiforuk.  She joined my group during the lockdowns in 
July of 2020.  I look forward to introducing you to her and Tanner when I see you next in the 
office. 
 
Have a wonderful summer, 
 
 
Dr. Patrick O’Brien, DVM, Wealth Advisor and Senior Portfolio Manager 
 
Celine McKay, Senior Associate 
 
Tanner Hassell, BBA, CFP, CIM, Associate Advisor 
 
Brooklyn Nikiforuk, Associate 
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