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Financial markets are restless
Market volatility took investors by surprise at the beginning of 
the year. Although the economic backdrop remained unchanged, 
the combined effect of further declines in oil prices, 
uncertainties surrounding China, and the beginning of the 
interest rate normalization process by the U.S. Federal Reserve 
caused investors’ aversion to risk to go up a notch around the 
world. The MSCI - World stock market index fell 5.4% during the 
month. However, we believe that fears of a world recession are 
exaggerated. The primary engine of the world economy, the 
Unites States, is still in good health, propelled by consumer 
spending and the service sector, while the Chinese economy is
in much better shape than its stock market suggests.

Canada: Bank opts for status quo

The Bank of Canada (BoC) did not judge it necessary, on 
January 20, to modify its key interest rate, currently at 0.5%. 
The BoC is waiting to see how much stimulation will be included 
in the next federal budget, to be presented by April latest. 
Although it lowered its GDP growth forecast from 2.0% to 1.4% 
for 2016 in light of the additional drop in commodity prices over 
the last few months, the Bank remains confi dent that economic 
activity in non-energy sectors will pick up speed.

The latest GDP fi gures show a 0.3% expansion for the month of 
November, the fi rst increase in three months. Production in the 

manufacturing sector, retail sales and wholesale trade were the 
main contributors to this rebound in growth. It will be interesting 
to see whether the much-anticipated increase in manufacturing 
will continue in 2016, as it could lessen the impact of the 
diffi culties suffered by natural resource-related industries.

United States: Sustained by services and consumption

A fi rst estimate for the fourth quarter shows that U.S. GDP grew 
at an annual pace of 0.7%, compared to 2.0% in the third 
quarter. A large part of this deceleration can be attributed to 
decreased exports (-2.5%) and business investment (-1.8%) in 
reaction to the strength of the U.S. dollar, the drop in oil prices 
and a weakening in foreign demand. Moreover, companies 
cleared more of their inventories, dragging GDP growth down 
0.5%.

Although the manufacturing sector is showing signs of slowing, 
the service sector is in good shape (see graph). In fact, the 
services’ share of the GDP continues to grow, now at more than 
68%, while manufacturing accounts for only 12%. Nearly 80% 
of the 5.8 million jobs created in the last two years in the U.S. 
were in the private service sector. The sturdiness of the job 
market, household confi dence and low prices at the pump 
continue to sustain consumption in the country, so much that 
the level of discretionary spending is at an historical high.

 Continued on page 3

 Economic and Financial Statistics

As at
2016-01-311

As at
2015-12-31

 Canada - Unemployment rate 7.1% 7.1%

Canada - CPI (year/year variation) 1.6% 1.4%

Canada - GDP (year/year variation) 0.2% -0.2%

U.S. - Unemployment rate 5.0% 5.0%

U.S. - CPI (year/year variation) 0.7% 0.5%

U.S. - GDP (year/year variation) 1.8% 2.1%

2-year Canada Bonds 0.42% 0.48%

10-year Canada Bonds 1.22% 1.40%

Oil (West Texas) ($US) 33.6 37.2

Gold ($US) 1,117.2 1,062.4

CRB Commodities Index ($US) 166.8 176.1

Exchange rate $CA/$US 1.3973 1.3841 So
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but the services sector remains strong
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1  Most recent data available at such date
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Total Return Reference indexes2

Returns as at January 31, 2016

Simple returns1 Compound annual returns
1 month

%
3 months

%
YTD
%

1 year
%

3 years
%

5 years
%

10 years
%

Indexes related to Income Funds
FTSE TMX Canada 91 Day T-Bill Index 0.1 0.1 0.1 0.5 0.8 0.9 1.7

FTSE TMX Canada Short Term Bond Index 0.2 0.7 0.2 0.9 2.5 2.8 3.9

FTSE TMX Canada Universe Bond Index 0.4 1.6 0.4 (0.7) 4.0 5.0 5.1

S&P/TSX Capped Income Trusts (Total Return) (0.6) (2.5) (0.6) (9.5) 3.1 8.7 7.6

SB - World Government Bonds (Can. $) 3.1 7.8 3.1 8.5 10.0 7.2 5.6

Indexes related to Canadian Equity Funds
S&P/TSX 60 (1.0) (4.2) (1.0) (9.2) 4.4 2.4 4.0

S&P/TSX Completion Index (1.8) (5.1) (1.8) (12.0) 0.8 0.3 3.2

S&P/TSX Composite Index (1.2) (4.4) (1.2) (9.9) 3.4 1.9 3.6

S&P/TSX Capped Composite Index (1.2) (4.4) (1.2) (9.9) 3.4 1.9 3.6

S&P/TSX SmallCap. Index (4.1) (7.2) (4.1) (17.3) (5.2) (6.4) (1.1)

Indexes related to U.S. & International Equity Funds
S&P 500 (Can. $) (3.3) 1.0 (3.3) 10.0 24.8 18.7 8.7

S&P 500 (Can. $) (Reuters) (3.7) 0.9 (3.7) 10.2 24.8 18.7 8.7

MSCI - World (Can. $) (4.4) (1.1) (4.4) 5.1 18.4 13.2 6.1

MSCI - EAFE (Can. $) (5.6) (3.0) (5.6) 1.4 12.9 8.7 3.8

MSCI - EAFE (Can. $) (Reuters) (6.0) (3.1) (6.0) 1.6 12.9 8.8 3.8

MSCI - Europe (Can. $) (5.0) (3.8) (5.0) 1.0 13.0 9.5 4.8

Index related to Specialty Funds
MSCI - AC Asian Pacific Free (Can. $) (6.4) (2.5) (6.4) (1.7) 11.7 7.5 4.1

MSCI - Emerging Markets (Can. $) (4.9) (5.4) (4.9) (12.1) 2.1 1.4 4.3

MSCI - World Health Care (Can. $) (6.3) (0.2) (6.3) 4.9 25.7 21.0 8.5

NASDAQ 100 (Can. $) (5.2) (0.9) (5.2) 14.2 30.2 21.4 11.9

S&P/TSX Capped REIT Index 1.0 (3.5) 1.0 (12.0) (0.1) 6.5 6.6

Variation Compound annual variation
1 month

%
3 months

%
YTD
%

1 year
%

3 years
%

5 years
%

10 years
%

Exchange Rate (Can. $ / US $)
As at January 31, 2016: 1.4080 1.7 7.6 1.7 10.7 12.1 7.0 2.1

Exchange Rate (US $ / Can. $)
As at January 31, 2016: 0.7102 (1.7) (7.1) (1.7) (9.7) (10.8) (6.6) (2.1)

1 The rates for the period are non-annualized.
2 Please refer to the Legal Notices at the end of this publication for more information about these Indexes.
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iA Financial Group is a business name and trademark of 
Industrial Alliance Insurance and Financial Services Inc. 

EcoStrategist in brief
IAG Savings and Retirement Plan

 Continued from fi rst page

Europe: More monetary stimulation coming in March?

With a new wave of decreasing natural resource prices and high 
volatility in the fi nancial markets, the European Central Bank 
(ECB) repeated in January its fi rm intention of bringing infl ation 
back to a more desirable level. It stated that there is no limit to 
the monetary stimulus measures that will be considered at its 
next meeting in March. One will recall that in December, the 
ECB lowered its key interest rate to -0.3% and extended its 
asset-purchasing program to March 2017.

World: Chinese stock market vs. economy

Uncertainty toward China has once again brought volatility to the 
international fi nancial markets. The Shanghai Composite Index 
plunged 22.6% in January, representing a 47% decline since its 
peak last June. However, although the defl ating of this bubble 
does translate into 3.1 trillion U.S. dollars, the impact of the 
stock market’s unknowns on the real economy remains modest. 
In fact, the role of stocks in business fi nancing is very minor in 
China, accounting for just 2%, and stocks account for about 1% 
in household balance sheets. It is clear that the current 
transition of the Chinese economy is pushing down GDP, but the 
situation cannot in any way be compared to what is happening 
on the country’s stock market!

Financial markets: A rough start to the year

• The S&P/TSX Composite Index was down 1.2% in January. 
The health care sector performed least well, with a return of 
-9.3%, while utilities delivered the best performance, with a 
return of 5.8%.

• The U.S. S&P 500 Index fell 5.0% during the month (-3.3% in 
Canadian dollars). The sector with the lowest return in the 
index was materials, at -10.6%. The fi nancial sector also did 
poorly, with -9.0%. The sector that offered the highest return 
was telecommunications, up 5.5%.

• World indices MSCI - EAFE and MSCI - World were down 
5.8% and 5.4% respectively in January (-5.6% and -4.3% in 
Canadian dollars). The emerging markets, measured by the 
MSCI - Emerging Markets Index, fell 5.2% (-4.9% in Canadian 
dollars).

• The Canadian bond market, measured by the FTSE TMX 
Canada Universe Bond Index, saw a gain of 0.4% for the 
month.
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Legal Notices

Industrial Alliance Investment Management Inc. is an affi liate of iA Financial Group and has entered into license agreements with the Index 
Providers (as defi ned below) to use the indexes and trademarks referred to in iA Financial Group’s publications. All rights in the indexes vest in 
the Index Providers and/or their respective licensors. 

S&P Dow Jones Indices LLC, FTSE International Limited, MSCI Inc., Salomon Brothers and Nasdaq is each an “Index Provider”.  The funds 
offered by iA Financial Group are not sponsored, endorsed, issued, sold or promoted by the Index Providers and/or their respective licensors. 
The latter shall bear no liability whatsoever with respect to any such funds and underlying data contained herein. Index Providers and/or their 
licensors make no express or implied warranties with respect to the funds, nor do they make any representation regarding the advisability of 
investing in the funds. No further distribution or use of the Index Providers’ Data is permitted without their express written consent.

Financial and economic publications of iA Financial Group are not written, reviewed or approved by the Index Providers. Holders should refer to 
the relevant documents of each Index Provider for more information on any index.

Attributions

FTSE

Where FTSE indexes are used or referenced: FTSE International Limited (“FTSE”) © FTSE [2015]. FTSE® is a trade mark of the London Stock 
Exchange Group companies and is used by FTSE under licence. “NAREIT®” is a trade mark of the National Association of Real Estate 
Investments Trusts and “EPRA®” is a trade mark of European Public Real Estate Association and all are used by FTSE under licence. 


