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February in Review
Canadian equities were impacted throughout the month by fluctuating 
oil prices, but managed to post a modest gain of 0.47%, thanks in 
part to increased optimism over the country’s economic outlook. The 
S&P/TSX Composite Index is one of the best-performing markets in the 
developed world this year. U.S. and global equities declined -3.69% 
and -4.21% respectively, driven mainly by China’s ongoing economic 
slowdown.

Mixed outlook for Canada’s economy. Canada’s economic growth is 
expected to lag most of its peers this year, says Scotiabank Deputy Chief 
Economist Aron Gampel. Tied for the lowest among G7 nations – along 
with Italy and Japan – Gampel believes “Canada’s output growth will 
be hard pressed to average just 1.1% in 2016.” The Bank of Canada 
weighed in on Canada’s growth prospects, saying the optimal way to 
stimulate the economy is to work with the federal government to avoid 
any “imbalances” within the public and private sectors, as interest rate 
hikes alone are too “blunt” a tool. While growth has been impacted 
by low oil prices and a falling loonie, it is worth noting that Canada’s 
economy has outperformed the G7 average in 12 of the past 16 years. 

Fed putting interest rate hikes on hold? After raising interest rates 
in December with plans to continue to raise rates over the course of this 
year, the U.S. Federal Reserve (Fed) now finds itself hampered by the 
fragile state of the global economy, and China in particular. Meanwhile, 
the U.S. economy is relatively robust – jobs creation is sound and the 
unemployment rate is edging below 5%. This illustrates the Fed’s 
dilemma of trying to slow a relatively strong economy in the midst of a 
global economic slowdown.

China continues focusing on economic growth. For the first time 
in 20 years, Chinese officials will be targeting economic growth in a 
range of 6.5% to 7%, as opposed to their recent practice of targeting 
a specific growth figure. This departure indicates that Chinese officials 
are less confident about their ability to achieve a specific growth rate, 
and are more comfortable aiming for a wider range. China is currently 
grappling with its slowest pace of growth in 25 years, a currency at 
five-year lows, and the effects of two stock market collapses in the 
past 12 months. Although the economic picture is bleaker than in 
recent history, its predicted growth is still higher than in the developed 
world, with Chinese officials reassuring markets that the economy 
“will maintain medium- to high-rate growth.” Economists, however, 
are generally expecting further cooling in the economy, even with the 
government’s proposed stimulus measures.
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Index 
LevelINDEX (C$)† 1 Mth YTD 1 Yr

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

0.04 0.09 0.53 158.35

Bonds 
(FTSE TMX Canada 
Universe Bond)

0.21 0.60 -0.33 1000.86

Canadian Equities  
(S&P/TSX Composite)

0.47 -0.71 -12.93 12,860.35

U.S. Equities  
(S&P 500)

-3.69 -7.12 1.48 2,614.89

Global Equities  
(MSCI World)

-4.21 -8.58 -3.10 2,093.79

Emerging Markets  
(MSCI Emerging 
Markets) 

-3.74 -8.65 -16.85 1,001.89

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

Gold Spot ($/oz) 10.57 16.37 1.34 1,234.40

Oil WTI ($/barrel) -4.34 -13.75 -45.52 33.75

Natural Gas ($/MMBtu) -26.63 -28.32 -44.27 1.71

Exchange 
RateCURRENCIES† 1 Mth YTD 1 Yr

C$/US$ 3.16 2.17 -7.65 0.7384

C$/Euro 2.72 2.03 -4.94 0.6790

C$/Pound 5.53 8.16 2.35 0.5304

C$/Yen -3.99 -4.19 -12.94 83.2220

†As at February 29, 2016. Source: Bloomberg
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Did you know?

Cash can be a drag.  
Consider the long-term  
costs of parking your RRSP  
contribution.

For more information, read Shift from Park to Drive 
on page 2. 
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Shift from Park to Drive
A cold winter can dampen spirits and make it harder to 
get out of bed in the morning. Then there is the chore 
of brushing snow off the car, and letting it idle for a few 
minutes just to get it warmed up. Just as an idling car 
costs money, the opportunity costs of an investment that is 
parked on the sidelines can also add up. 

Every year a large portion of Canadians make RRSP  
and Tax-Free Savings Account (TFSA) contributions,  
with some choosing the option of cash as a temporary 
parking spot. While the potential to pay less tax is 
appealing by itself, it’s important to not lose sight of  
the bigger picture – for instance, a comfortable retirement. 
For the long-term investor, an RRSP or TFSA contribution 
left underinvested for the long run can’t earn its full 
potential and could mean a shortfall in retirement savings.

Fully investing your contribution from day one can 
potentially provide a better outcome. For example,  

if you invested $10,000 – and stayed invested for 10 years 
earning a 6% annual compound return – the accumulated 
savings would reach $16,894. If 50% of the funds were 
parked in cash, and only 50% were invested, the initial 
contribution would have grown to $14,164. If 100% was 
invested in cash over a 10 year period, the portfolio would 
have grown to $11,433 – over $5,400 less than if it was 
fully invested (see chart below).

It may not be apparent at first, but when looking at the 
numbers, it’s clear that parking your RRSP or TFSA funds 
on the sidelines can cost a lot more than an idling car on a 
frigid day. 

Being fully invested can potentially enhance your prospects 
for a more comfortable retirement by putting your money 
into drive.

For illustrative purposes only. Assumes a lump sum contribution of $10,000, reinvestment of all income and no transaction costs or taxes. For this 
illustration, an annual compound rate of return of 6% for a fully invested portfolio, a 4% blended return for a 50% invested and 50% parked in 
cash, and a 1.5% annual compound rate of return for an all cash portfolio have been used. The rates of return are hypothetical in nature and not 
indicative of any specific investment. 
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Cash and its Long-term Impact on Your Portfolio


