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One marshmallow now or more later? How about now AND later!        
 

Dear Friends and Clients, 

 

I hope all is well with you as we slide, somewhat reluctantly, towards the cooler 

months.   

 

The Marshmallow experiment: 

 

In the 1970s, a study was performed where children about age 5 were individually 

seated in a room with a tantalizing treat placed in front of them.  They were told 

that they could eat that marshmallow now or wait a few minutes and they would 

get two.  I wonder if this protocol would receive the ethics committee’s blessing 

today.         

 

Cute, but How does this Relate to my Investment Portfolio? 

 

Let me contrast this experiment to my aging metaphor about “eating the eggs and 

not the chickens.”   

 

The single marshmallow on the plate is the dividend we receive.  You can eat 

(spend) it now, or you can let them accumulate and use the money to buy more 

shares and so produce even more dividends.  The investment program is a better 

deal than in the experiment with the children where it was “one and done” if you 

ate the marshmallow.  In fact, even if you ate (spent) every marshmallow, another 

set (of dividends) will appear in about 2 weeks.   

 

In the experiment, those children who waited received a second marshmallow a 

few minutes later.  What about these marshmallows that will appear unpredictably 

in the future?  These represent not just future dividends, but also capital gains i.e. 

the increase in share prices over time.  These happen haphazardly and unlike the 

dividends, they are unpredictable, but nice when the occur.  
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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. 

 

he 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 
 

 

 

 

So why not just go for capital gains since they are historically greater than the dividends? Unfortunately, capital gains are 

unreliable and fluctuate too much month to month, year to year to provide a steady income stream.  There have been 

multiple instances where a big group of profitable companies have been at the same level for more than a decade (2000 to 

2012 most recently).  I am uncomfortable with any investment program which assumes and relies on a steadily rising stock 

market to provide income.   

 

Timely Financial Planning Tips: 

 

If you haven’t made a contribution to your children’s or grandchildren’s education plan (RESP) in 2024, now is a good time 

i.e. before the end of the year.   

 

The TFSA (Tax Free Savings Account) can be topped up any time, but it’s best, in most cases, to top it up as soon as room 

becomes available (January first each year). 

 

RSPs are best to be topped up as soon as you know your room, likely when you receive your notice of assessment (NOA).  

The deadline will be March first, 2025. 

 

The FHSA (First Time Homebuyers Savings Account) program started in 2023.  It is almost too good to be true – a tax 

deduction to contribute, no tax on withdrawal of contributions, and growth when drawn to buy a home.  If you never buy a 

home, you can roll it into an RSP.  There are a lot more details, so please reach out to us for more information. 

 

In case you missed it in previous Client Notes, there are some very good planning options available to prevent probate fees 

and taxes for private corporations and individuals. A big part of our job is to help reduce taxes as well as earning 

investment income over long periods of time.  We are looking forward to helping you maximize your financial security and 

income.  Please reach out to us. 

 

As an aside, we encourage our clients’ children to piggyback on their parents, this can create a more cohesive 

intergenerational environment. It will help them benefit from resources they might not otherwise have access to considering 

their portfolio size may not qualify. 

 

I hope you have a great fall season! 
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