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During the summer, we opened a
new position in Certara Inc. in the
DM US Equity Portfolio. Certara
provides biosimulation technolo-
gy to customers operating in
drug discovery and preclinical
and clinical research.

FEATURE STOCK
Alphabet (GOOGL)

On the first day after Labour Day,
GOOGL received a landmark anti
-trust ruling. Actually, it wasn't the
ruling that was pivotal — in fact, it
was decided in 2024 that the
company has an illegal monopoly
in search — but rather the punish-
ment, or pittance thereof. The
judge rejected the Justic Depart-
ment's most severe proposals for
how the monopoly should be
dealt with and said that the gov-
ernment had “overreached in
seeking divestiture of key assets”,
such as the Chrome browser and
Android operating system. With
the US government having first
filed suit against GOOGL back in
October 2020, the spectre of an
adverse judgement has been
dogging the company for some
time and it's not unreasonable to
assume that it also weighed on its
stock; in fact, of the “Magnificent-
7" group of companies, GOOGL
is cheapest with a forward earn-
ings multiple of 20.3x, which is
also below that of the S&P 500 in
aggregate. On the day following
the ruling’s release, the stock
jumped by more than 9%. Now
that the dark cloud that had hung
over GOOGL for half a decade
has been lifted, it may be brighter
days ahead for the stock.
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YOU JUST SURVIVED 3 BEAR MARKETS — WHAT IF THERE'S ANOTHER??

As the days begin to shorten and our thoughts turn back to work, or
school, or whatever fills our time in the cooler months, some of us will al-
so ponder the onset of the market's most treacherous month. As shown in
the chart below, September has the worst track record for equity returns
by a fairly wide margin and this tendency was even more pronounced
over the past decade, when the harvest month averaged a loss of 1.9%
including a plunge of 9.3% in 2022. If the typical September incites trepi-
dation, the current one might be even more worrisome than usual, with
stocks having staged an historic recovery from their violent nosedive last
spring but now bumping up against several impediments, including:

Lofty valuations: while high US stock values have generally been support-
ed by rising corporate income, especially amongst tech companies with
exposure to the Al space, any collective pause in earnings growth would
likely lead to a market re-rating.

Rising bond yields: though a policy rate cut in the US is expected in the
days to come, longer bond yields have marched higher in just about eve-
ry developed country. This provides more investment competition for eg-
uities, while increasing the cost of business growth and expansion.

Fed drama: so far, stocks have largely shrugged off White House incur-
sions into US Federal Reserve independence but they may not remain so
sanguine if conflict between the two bodies escalates further.

Even though these factors could move markets in the weeks ahead, they
really shouldn’t drive decision making within a long-term investment plan.
The past half decade is illustrative in this regard, with investors having
had to brave the covid crash, the 25% drop in mid-2022, and last April’s
tariff-induced mini bear market. Despite these detours, if an investor had
bought the index at the end of 2019 just before the pandemic hit, they
still would have enjoyed annualized returns to date of 12.9% and 14.8% in
the TSX and S&P 500, respectively. So, no matter how rocky things might
get this fall, it will be worthwhile to remember the market’s very recent

history.
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