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A while ago, I used to be obsessed with the concept of 
potential GDP. So much so that I did a TED Talk on it, 
which is the worst watched TED Talk of all time, because 
who would watch a TED Talk on potential GDP? But it 
seemed like a good idea to me at the time.  
 
So, potential GDP is basically the run rate of your 
economy: how fast can an economy grow if everything is 
perfect, if everybody who wants a job has a job, if all 
companies are, you know, spending and growing as much 
as they want to grow. And we calculate it as the change in 
labour force participation rate, plus the change in 
productivity rates.  
 
Now, the different way to talk about it, as I do in my 
poorly watched, not critically acclaimed TED Talk, is I say, 
think about the economy like a McDonald's, and the GDP, 
the potential of that economy, is just how many 
hamburgers it makes, and how many hamburgers an 
economy makes is the amount of people you have behind 
the counter and how fast each one of them makes a 
hamburger. That's it. That's all of my overly expensive 
degrees, just a McDonald's metaphor. That's all they 
teach you effectively at the end of it, right?  
 
Now in Canada, we have one side of the equation very, 
very good, which is that we figured out a way to 
compensate for our very low replacement rate. Basically, 
Canadians don't have enough babies. I have two; I am so 
tired. I get it, okay? So, what are we doing? We're 

supplementing with immigration policy. Now let's assume 
that we figure out a better balance. We figure out the 
better number. What we're doing is raising one side of 
that equation so that we do have better potential in 
Canada. 
 
The problem with the youth component of it, is that what 
we tend to witness in practical terms, there are 
differences, of course, in individuals, is that more 
experienced individuals, they tend to be more productive 
because they have more knowledge. Example, Eric has so 
much experience, so, so much experience, Eric, that you 
might be more productive than me. In that particular 
situation, what we're seeing is that the productivity side 
in Canada is very low. But on net, potential growth in 
Canada may turn out to be higher than it is in the United 
States, and this is why we look for investment 
opportunities in Canada in the long run.  
 
We're a global firm; Eric sits is Boston. We talk about 
Canada because of that higher long run potential. So, 
Eric, how do you think about it when we as 
macroeconomists tell you there are opportunities in 
Canada in the longer run, how do you think about that 
economy as being investable? 
 
 
Eric Menzer 
Head of Advisory Solutions, Multi-Asset Solutions 
Team (MAST), Manulife Investment Management 
 
Yeah. I mean, well, I mean, we're always thinking about 
the longer run. I think, you know, you made the point in 
your, your talk about short termism, which I think was a 
very good point to make because there's so much noise 
out there right now that having that short term view from 
an asset allocation perspective is not the way to go. 
 
On the longer-term aspect of it, you know, we're very 
much focused on those downstream impacts into real 
estate, how that impacts home prices, how that impacts, I 
mean, everybody's talking about office now. Obviously, 
what is that going to look like in terms of labour that 
needs to come into the city centres and go to work, and 
whether that remote is going to be kind of the new norm. 
You know, how is that going to affect real estate prices? 
How is that going to affect production and new home 
building?  
 
So, when we think about real assets and timber, timber is 
very much directly related to housing starts and new 
construction. So, you know, those are factors that play 
into how we think about that asset class. And then when 
we go into, you know, things like farmland, you know, 
food prices and supply demand imbalances. You talked 
about the floods earlier in Brazil. You know, these climate 
issues are having a big impact on food production, and 
how does that... the supply-demand imbalances in terms 
of the growth and population, but also the demand for 
goods that's going to obviously, you know, have a 
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downstream impact into ultimately long-term valuations 
and prices. 
 
So, we take all that input and we factor it into valuations. 
Everything we think about is on a fundamental term and 
on a long-term basis and how it impacts growth and how 
it impacts the fundamentals are really, really critical to 
us. 
 
 
Leslie Brophy 
Assistant Vice President, Head of Investment and 
Head of Sales, Manulife Private Wealth 
 
So, if we look at sort of what the economists are saying, 
Sean, how does that affect what you do with your 
portfolios and the conversations you have with your 
clients? 
 
 
Sean Lasko 
Senior Investment Counsellor, Manulife Private 
Wealth 
 
I think, you know, what's really important and you know, 
these two individuals have already alluded to it, is that we 
need to focus on the long term. You know, right now I'll 
meet with a client and they'll tell me, “I can get 5 percent 
in a GIC right now. I can get five and a half percent in a 
GIC. I want to pull my money out of the portfolio, I want to 
lock in. I want to get this rate.” And you know what? For 
one year, you're going to be really happy. You're going to 
get this locked in rate of five to six percent. What could 
very well happen is that a year later, you've missed out on 
a 20 to 25 percent return in the stock market.  
 
You know, Frances alluded to that we're eventually going 
to get to a point where interest rates are going to start 
coming down. And if you look back at the five previous 
economic cycles, and I've mentioned this to clients 
before, you know, right at the 12-month period following 
peak rate, the average return in the US stock market for 
the 12 months following peak rate is 20 percent for the 
last five economic cycles over that 12-month time frame. 
 
In the Canadian market, the average return is 13 percent 
for the 12 months following peak rate. So, I always advise 
clients, you know, you need to focus on the longer-term 
aspect of things and try and take that short-term piece 
and block it up. 
 
 
Intended for Canadian Advisors and Accredited Investors. 
Manulife Private Wealth’s services are limited to Canadian 
Accredited Investors. Information is as of September 21st, 
2023, unless otherwise noted. This video was prepared 
for general information purposes only and should not be 
relied on for specific financial, legal or other advice and is 
not intended as an offer, or a solicitation of an offer, by 
Manulife Private Wealth to any person to buy or sell any 
investment or other specific product and is no indication 

of trading intent. Investing involves risks, including the 
potential loss of principal. Financial markets are volatile 
and can fluctuate significantly in response to company, 
industry, political, regulatory, market, or economic 
developments. Neither Manulife Private Wealth nor any 
other companies in the Manulife Financial Corporation 
(“MFC”) group are acting as an adviser or fiduciary to or 
for any recipient of this recording unless otherwise 
agreed in writing. Neither Manulife Private Wealth or its 
affiliates, nor any of their directors, officers or employees 
shall assume any liability or responsibility for any direct 
or indirect loss or damage or any other consequence of 
any person acting or not acting in reliance on the 
information contained herein. Nothing in this material 
constitutes investment, legal, accounting, tax or other 
advice, or a representation that any investment or 
strategy is suitable or appropriate to your individual 
circumstances, or otherwise constitutes a personal 
recommendation to you. Manulife Private Wealth does not 
provide legal or tax advice, and you are encouraged to 
consult your own lawyer, accountant, or other advisors 
before making any financial decision. Prospective 
investors should take appropriate professional advice 
before making any investment decisions. All opinions 
expressed were obtained from sources believed to be 
reliable and in good faith, no representation or warranty, 
expressed or implied, is made as to its accuracy or 
completeness.  
 
The information in this video, including statements 
concerning financial market trends, future events, 
targets, management discipline or other expectations, are 
based on current market conditions, which will fluctuate 
and may be superseded by subsequent market events or 
for other reasons. There is no assurance that such events 
will occur, and if they were to occur, the results may be 
significantly different than those shown here. This video 
may contain forward-looking statements about the 
markets, model portfolios and expected future 
performance. Forward-looking statements are not 
guarantees of future performance. Forward-looking 
statements involve inherent risks and uncertainties, both 
about the individual portfolio components and general 
economic factors, so it is possible that expectations, 
forecasts, projections and other forward-looking 
statements will not be achieved. Manulife Private Wealth 
cautions you not to place undue reliance on these 
statements as a number of important factors could cause 
actual events or results to differ materially from those 
express or implied in any forward-looking statement made 
herein. These factors include, but are not limited to, 
general economic, political and market factors in Canada, 
the United States and internationally, interest and foreign 
exchange rates, global equity and capital markets, 
business competition, technological changes, changes in 
laws and regulations, and catastrophic events. Before 
making any investment decisions, Manulife Private Wealth 
encourages you to consider these and other factors 
carefully. Should you have any questions, please contact 
or ask to speak to a member of Manulife Private Wealth.  
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Manulife Private Wealth is a division of Manulife 
Investment Management Limited and Manulife Investment 
Management Distributors Inc. Investment services are 
offered by Manulife Investment Management Limited 
and/or Manulife Investment Management Distributors 
Inc. Banking services and products are offered by 
Manulife Bank of Canada. Wealth & Estate Services are 
offered by Manulife Investment Management Limited, 
Manulife & Stylized M Design, Stylized M Design, and 
Manulife Private Wealth are trademarks of The 
Manufacturers Life Insurance Company and are used by 
it, and by its affiliates under license. This information 
does not replace or supersede KYC (know your client) 
suitability, needs analysis or any other regulatory 
requirements. 


