
For most Canadians, the 

main topic of conversation 
this summer has been the 
weather. From Vancouver to 
St. John’s, everyone has a 
story to tell. This is especially 
true for Calgary, which suf-
fered from a catastrophic 
flood. The Calgary Stampede 
was almost cancelled but the 
city’s positive spirit prevailed 
and the festivities went 
ahead as best they could. 

Kudos to all in Calgary. 

In Toronto, the summer 
has not been very summer-
like. Lots of rain and many 
cool days with temperatures 
in the 20s (vs. normal highs 

in the mid– to high 30s). 

When comparing Canada’s 
capital market results with 
other countries, our perfor-

mance has been chilly too.  

A peek into U.S. markets 
reveals that equities are 
posting big gains. On a year-
to-date (YTD) basis, the DJIA 
and the NASDAQ100 are 
both up over 18% (in $US 
terms). The S&P 500 is up 
almost 20% and the S&P 
Small-Cap index has gained 
25%. The best sectors are 
Biotech (up 40.8%) and U.S. 

banks (up 30%). 

The story is similar else-
where. The MSCI EAFE in-
dex (in local currency terms) 
is up over 16% whereas the 
MSCI Far East index is up 
32% (largely due to Japan’s 
equity market which rose by 
an eye-popping 39.7%). With 
the exception of Italy (down 

0.66%), no other PIGS coun-
tries registered a negative 
return. Greek equities rose 

14.5%. Yes, Greece! 

And what about Canada? 
The S&P/TSX Composite 
rose by a measly 1.4% YTD. 
What might explain our mar-
ket’s weakness? For starters, 
Canada is still viewed as a 
commodity nation by some 
foreign investors. Looking at 
TSX sectors, you can see red 
ink in many commodity areas 
(Materials down 31%, Metals 
& Mining down almost 29%, 

and Gold down 42%).  

So what sectors are doing 
well in Canada? Healthcare 
(up 36%) and Consumer Dis-
cretionary and Staples (up 
27% and 22% respectively). 
However, these sectors rep-
resent a relatively modest 
weight in the index so they 

have a minimal net impact. 

Now turning our attention 
to Emerging Markets, how 
did they fare? Not well. Latin 
American EM is down around 
9%, Far East EM is down 3% 
and China is down from 8%-
15% depending on which 

index you look at. Despite 
this, there are bright spots 
like Philippines, Indonesia 
and Malaysia which have all 

had positive results this year. 

Focusing on the fixed in-
come area, we see lots of 
red ink. In May, North Ameri-
can yields started rising. For 
bond investors, this pro-
duced short-term negative 
returns. Going forward, in-
vestors will now earn higher 

returns from bond portfolios. 

Conclusion: 

There seems to be shift in 
sentiment about growth pro-
spects in various regions. 
The EM growth outlook is 
being lowered (as in China, 
India, Brazil, etc.) whereas 
developed nations (USA, 
Japan and Europe) are being 

revised upwards. 

Canadian markets were 
caught in the middle of these 
shifts. This explains why our 
commodity and interest sen-

sitive sectors were hit hard. 

So what impact does a 
faster growing USA (or Eu-
rope or Japan) have on Can-
ada? Given our geography 
and trade history, we should 
slowly benefit from these 
strengthening economies. 
Given current weak com-
modity prices, any uptick 
could lift our markets sharp-
ly. Also, certain high-flying 
markets might prove unsus-
tainable. So for long-term 
patient investors, Canada 
might be a relatively low risk 

contrarian bet.   
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ASI — What we do: 

 

Alternativ Solution Inc. offers 

advice on capital market relat-

ed issues for institutional cli-

ents (pensions, endowments, 

etc.) on an assortment of 

topics from investment strate-

gy, risk management, asset 

allocation and manager review. 

The firm also provides advice 

to Trustees and Boards.   

ASI is focused on the asset 

side of the ledger to assist in 

achieving better investment 

results while seeking to con-

tain risk.  

Mr. Klar is an advisor to a 

Board committee at York 

University’s $1.5 billion pen-

sion plan. 

....Cheers, GMK 
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