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Gregory Ross is Chief Investment Officer and 
Head of Fixed Income investments, with over 
25 years investment experience. As Head of 
Fixed Income, he oversees bond investments 
totaling more than $6 billion CAD on behalf 
of retail, institutional and insurance clients. 

In his role as CIO, he is responsible for firm-
wide investment management oversight, 
policy, direction and execution on portfolios 
totaling more than $11 billion CAD. Greg 
leads a team of investment professionals 
covering North American equities, fixed 
income, equity income, balanced, asset 
allocation, money market and ETFs. Greg 
also serves as Chair of FAM’s Asset Allocation 
Committee, and this report captures the 
salient points from our most recent asset 
mix discussion.

First Quarter 2016
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This past year, 2015, was a challenging year in the markets. 
It started with hopes of a rebound in oil back to 100 USD, but instead, prices collapsed and closed 

the year at $37.20, a 30% decrease. The Canadian dollar declined sharply shortly thereafter, 

ending the year at $1.3841, down approximately 16%. If financial markets were initially complacent 

regarding the decline, they were quickly awakened by the Bank of Canada (BoC) lowering interest 

rates for the first time on January 19. This rate announcement caught the markets off guard, as 

most market participants had forgotten that the BoC controls the front end of the yield curve, 

despite almost five years of inactivity in overnight rate intervention. 

As winter turned to spring, the Canadian investment community began to understand the depth of 

the BoC’s concerns, as reports of economic growth were moribund. Academics will debate whether 

the negative growth witnessed in the beginning of 2015 qualifies as a recession. From what we know 

at this time, there was negative growth in the first two quarters, but second quarter growth was very 

close to 0%. Suddenly, the BoC was perceived as prescient, not paranoid. The BoC lowered rates a 
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Economic Indicators

Period 
Reported Current Previous

GDP
Canada (Year over Year) Oct-15 -0.2% 0.1%
U.S. actual (Year over Year) Q3-2015 2.1% 2.2%

Unemployment
Canada Dec-15 7.1% 7.1%
U.S. Dec-15 5.0% 5.0%

Level Change 1 Year

Currency
USD/CAD  1.4216 -15.77%

Bond Markets

FTSE TMX Canada Universe Bond Index  1.96% 2.92%
FTSE TMX Canada All Corporate Bond Index  2.64% 2.43%
FTSE TMX Canada ST Overall Bond Index  1.13% 2.55%
Barclays U.S. Aggregate Investment Grade (USD)  2.49% 0.23%
Barclays U.S. Corporate HY Bond Index (USD)  8.97% -5.23%

Stocks Markets

Canada (S&P/TSX Composite Index (CAD))  12,319.25 -14.36%
U.S. (S&P500 Index (USD))  1,923.67 -3.93%
U.S. (S&P500 Index (CAD))  2,738.34 15.32%
Europe (Eurostoxx Index (EURO))  3,027.49 2.85%
China  (CSI 300 Index (USD))   485.61 -14.30%

Commodities

Gold (USD)  1,094.20 -10.55%
Oil - WTI NYMEX (USD)   31.41 -37.37%
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FOR INVESTMENT PROFESSIONAL USE ONLY

The information contained herein is intended 
for use by investment professionals only and this 
document is not to be distributed to investors. 
Securities laws in the provinces and territories of 
Canada prohibit such distribution. 

The information contained herein is intended for 
investment professionals for general information 
only and is compiled from sources believed to be 
reliable, but no representation or warranty, express  
or implied, is made as to its accuracy. All 
opinions contained in the document and/or 
commentaries and/ or expressed by portfolio 
managers are subject to change without notice 
and are provided in good faith without legal 
responsibility. This document and comments are 
(i) not intended to provide specific financial, tax, 
insurance, investment, legal or accounting advice 
and should not be relied upon in that regard, 
(ii) may be the opinion(s) of an individual only 
and are not necessarily those of Foresters Asset 
Management (FAM) or their affiliates, and (iii) do 
not constitute a specific offer to buy and/or sell 
securities or insurance. FAM and their affiliates 
cannot guarantee the accuracy or completeness of 
information presented and accept no responsibility 
for any loss arising from any use of or reliance on 
such information.

Certain statements in this market commentary 
may be viewed as forward-looking statements. 
Any statements that express or involve discussions 
with respect to expectations, beliefs, plans, 
intentions, projections, objectives, assumptions 
or future events are not statements of historical 
fact and may be forward-looking statements. 
These forward-looking statements are subject to a 
number of risks and uncertainties that could cause 
actual results or events to differ materially from 
those reflected in the forward-looking statements, 
including as a result of changes in the general 
economic or political environment and changes 
in applicable legislation. Accordingly, readers are 
cautioned not to place undue reliance on such 
statements due to the inherent uncertainty therein. 
Except as required by applicable securities laws, 
forward-looking statements speak only as of the 
date on which they are made and Foresters Asset 
Management undertakes no obligation to update 
publicly or otherwise revise any forward-looking 
statement whether as a result of new information, 
future events or other such factors which affect 
this information.
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second time, in July, and we believe that they 

stand poised to reduce rates again in the 

first quarter of 2016. GDP in Canada likely 

ended the year at 1.2%, (with the official rate 

scheduled to be released on March 1), which 

was significantly below expectations at the 

start of 2015. This reduced growth was largely 

influenced by oil prices, which are estimated 

to have reduced Canadian GDP by 2%.

These shocks to the markets resulted in 

wider spreads in corporate bonds and lower 

prices in Canadian equity markets. Returns in 

2015 were modest for bonds and disastrous 

for equities. The Canadian bond market 

return was 3.5%, as measured by the FTSE/

TMX Canadian Bond Universe Index and the 

Canadian equity markets returned -8.3%, as 

measured by the S&P/TSX Composite Total 

Return Index, which was led by widespread 

weakness in the Energy sector. 

As domestic markets began to adjust to the 

low growth and low return environment, the 

international community began to focus on 

global geo political events. The Greek crisis 

reached a conclusion in the third quarter, but 

was preceded by extreme volatility, as Europe 

toyed with the idea of withdrawing support to 

Greece and the Greek populace considered 

how much support and intervention by 

outsiders they could tolerate. As the summer 

waned, China moved to the front of the line 

of global market concerns, as their stock 

market fell precipitously and their Central Bank 

released the US$ peg on the Chinese Yuan. This 

was the result of a reduced growth profile for 

the Chinese economy. The volatility in Asian 

markets quickly spread across the globe, as 

markets in nearly all jurisdictions experienced 

increased equity market fluctuations. This 

prompted the U.S. Federal Open Market 

Committee (“FOMC”) to wait to raise 

administered rates. There had been widespread 

speculation that the FOMC would raise interest 

rates early in the fall, but global uncertainties 

and weak economic data led them to wait 

until December. On December 16, the Federal 

Reserve raised their target overnight interest 

rate by 0.25%. This completed the loop of 

North American Central Banks moving interest 

rates in 2015. However, owing to their opposing 

directions, monetary policy in Canada and 

the U.S has diverged. The FOMC felt justified 

to raise rates, given the performance of the 

U.S. economy over the course of 2015. GDP 

in the U.S. was double that of Canada, at 

2.4%. The American economy was buoyed 

by a healthy housing market and bolstered by 

consumer spending. The unemployment rate 

fell dramatically over the course of the year and 

the FOMC had regularly cited employment as a 

catalyst to increase administered rates. 

While the U.S. economy was more robust than 

the Canadian economy, this did not result 

in materially improved return performance, 

except when U.S. stock market returns were 

currency adjusted. The U.S. bond market 

returned just over 0.00% for the year, as 

measured by the Barclays U.S. Aggregate 

Bond Index, while the U.S. High Yield market 

was down in excess of 5%, as measured by 

the Barclays U.S. High Yield Bond Index. The 

S&P500 returned 1.4% in local currency terms, 

but an impressive 21% in Canadian dollar 

returns. This distinction was solely attributable 

to the poor performance of the Canadian 

dollar, relative to the U.S. dollar.

Outlook for 2016

As we look forward to 2016, there are still 

some clouds on the horizon. The drop in 

the price of oil a year ago was a precursor 

to widespread commodity price weakness 

around the world. This remains the greatest 

uncertainty for 2016. If the Chinese can stem 

their economic weakness and Latin America 

can once again produce meaningful economic 

activity to match that of the United States, then 

commodity prices will rise. This in turn will raise 

the longer term prospects for the Canadian 

economy. The BoC lowered rates for the first 

time, nearly a year ago. In conjunction with 

that, the Canadian dollar declined significantly. 

As we move through the year, the effects 

of those moves will begin to play out from 

a macro perspective. We believe economic 

growth in Canada will improve noticeably in 

the second half of the year, as the economy 

responds to lower rates and a lower Canadian 

dollar. Additionally, it will be buoyed by 

increased infrastructure spending, as promised 

by the newly elected Liberal Government 

in Canada. The combined effects of these 

developments should result in improved 

market returns domestically.


