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October in Review
Despite a slow start to October that saw a sell-off in equity 
markets, most Canadian and U.S. indices posted positive returns 
for the month. Meanwhile, the U.S. Federal Reserve Board (the Fed) 
announcement produced a surge in the U.S. dollar and a notable sell-
off in U.S. Treasuries. After pulling back 5% to 7% in the first half of 
October, most major indices in North America rebounded strongly in 
the latter half to end the month in positive territory, illustrating that 
the October Effect is simply a theory.

Declining oil prices ground the loonie, affecting short-term 
growth? The loonie fell to a five-year low in October on weakened 
oil prices. It is expected that Canada’s currency and short-term 
growth will continue to decline without a sustained turnaround in 
the commodity. In the long-term however, the Canadian economy 
remains on track for growth as the Bank of Canada projects the 
country’s gross domestic product (GDP) growth to average close to 
2.5% in 2015 before slowing gradually to 2% by the end of 2016. 

Federal Open Market Committee (FOMC) announcement; the 
hawks strike back. The Fed stuck to its script of announcing the 
end of its stimulus program in October. In addition, they indicated 
they were optimistic about the job market and less worried about 
inflation running below their 2% target. On employment, the Fed 
believes that the labour market is reaching its full potential, stating 
the “underutilization of labour resources is gradually diminishing”. 
Despite conceding that lower energy prices could hold down inflation 
over the short-term, the Fed still thinks that it will begin to increase 
towards its 2% target, stating that “inflation running persistently 
below 2% has diminished somewhat since early this year.”  

China: to grow, or not to grow? China posted GDP growth of 
7.3% in the third quarter, beating the consensus estimate of 7.2%. 
From a longer-term perspective, the country recorded its slowest 
expansion since 2009, leaving investors with mixed feelings. While 
it’s a positive sign that the latest GDP numbers beat expectations, the 
country is still considered at risk of missing its official target for the 
first time in 15 years.

European banks ease loan standards as the European Central 
Bank (ECB) begins stimulus program. Eurozone banks have 
recently eased lending standards to the private sector. This news 
indicates the banks are becoming more willing to offer funds to 
credit-starved firms and households – a positive sign for growth. The 
primary driver of this easing is the ECB’s promise of delivering its 
stimulus package to try to get the eurozone back on its feet, which 
officially started last month.

Change (%) Index 
LevelINDEX (C$)† 1 Mth YTD 1 Yr

Treasury bills 
(FTSE TMX Canada  
60 Day T-Bill) 

0.07 0.76 0.91 157

Bonds 
(FTSE TMX Canada  
Bond Universe)

0.57 6.53 5.83 941

Canadian equities 
(S&P/TSX Composite)

-2.07 9.87 12.56 14,613

U.S. equities 
(S&P 500)

3.08 17.78 26.80 2,275

Global equities  
(MSCI World)

1.31 11.57 18.28 1,926

Emerging markets  
(MSCI EM) 

1.82 10.12 9.17 1,145

Change (%)
Price COMMODITIES (US$)† 1 Mth YTD 1 Yr

Gold Spot ($/oz) -3.30 -2.83 -11.77 1,171.60

Oil WTI ($/barrel) -10.78 -13.14 -12.24 80.54

Natural Gas ($/MMBtu) -7.57 -10.18 -2.30 3.87

Change (%) Exchange 
RateCURRENCIES† 1 Mth YTD 1 Yr

C$/US$ -0.64 -5.73 -7.43 0.8875

C$/ Euro 0.24 3.49 0.44 0.7088

C$/ Pound 0.69 -2.43 -7.19 0.5547

C$/ Yen 1.82 0.58 5.74 99.6980

† As at October 31, 2014. Source: Bloomberg.
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Words from the Wise

“
“As we have witnessed time and time again, 
volatility can increase with sudden speed and very 
few are able to predict it in advance. However, it 
does provide opportunities to those who are patient 

and able to block out the media noise.”

Jason Gibbs, Vice President & Portfolio Manager, 
1832 Asset Management L.P., October 17, 2014



Keep Calm and Invest On
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While the ups and downs of equity markets are largely 
unpredictable, their effect on investor behaviour very 
often is. With recent volatility in the markets, investors 
have had the opportunity to do a “gut check” on their 
comfort level with risk. Spikes in market volatility, while 
unsettling for most, can prompt 
some to abandon their long-term 
plan for the short-term reprieve that 
cash and other liquid investments 
offer. When the temptation to 
retreat to the sidelines takes 
hold, ask yourself if the market 
or economic event fuelling the 
downturn changes your long-term 
goals. Odds are it doesn’t. Before 
making short-term changes to your 
long-term plan, consider reaching 
out to your advisor to share your 
concerns and talk through your 
options.

As you ponder your options, keep in 
mind the following:

• Taking on investment risk doesn’t need to be an all or 
nothing approach. Consider finding a middle ground 
with an investment solution that offers a balanced 
approach to risk and return.

• Instead of fearing a market correction, consider 
viewing it as an opportunity to purchase an 
investment, such as mutual funds, at a discount. 
Investing small amounts in regular increments through 
a Pre-Authorized Contribution (PAC) plan is a measured 

approach to taking advantage of 
market volatility.

• Be realistic and measured. When 
looking at historical rates of returns, 
don’t focus solely on the upside.

Although it’s practically impossible 
to forecast when the next upward or 
downward spike in the market will 
take place, having a well thought out 
investment plan can help provide a 
sense of confidence that you can ride 
out the volatility. 

Working through some of your 
concerns, either on your own or with 
an advisor, can allow you to make 

reasoned investment choices, view your portfolio with 
less unease and ultimately help keep you on track to 
meet your financial goals. Keeping an eye on the long-
term strategy will ultimately help keep you on the road 
during the short-term bumps and turns.
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