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Capital markets were unsettled in the first quarter of 2016, with stocks exhibiting heightened  
volatility  and  selling  off  through  January  and  February  before  recovering  in  March.  While  
markets were initially affected by  the familiar themes of slow global growth, low commodity  
prices  and  uncertainty  over monetary  policy, investors  appeared  to  gain  confidence  as  the  
quarter progressed.  

Here at home, Canada’s S&P/TSX Composite Index offered a bright spot among global markets.  
The index gained 4.5% including dividends, as oil rallied strongly into the end of the quarter after  
dipping to multi-year lows in mid-February. The S&P 500 Index in the U.S. posted a modest gain  
of 1.4%, which translated to a loss of 5.0% in Canadian dollars as the loonie appreciated 6.7% in  
value relative to its U.S. counterpart.  

The MSCI World Index finished the quarter nearly flat with a return of -0.2% in U.S. dollars (or  
-6.5% in Canadian dollars), with results for local markets varying widely. Stock markets in Europe,  
Japan and China, for example, were mostly down for the quarter despite central banks’ efforts to 
boost liquidity and keep borrowing rates low, while others including Taiwan and South Korea  
made small gains. Stock markets in Latin American countries such as Brazil, among the worst  
performers in 2015, rallied from their lows to post strong increases. 

Bond markets, meanwhile, finished the first quarter with mainly positive results. In the U.S.,  
economic data remained encouraging, with strong employment numbers, moderate inflation and a  
rebounding housing sector. But after announcing its first interest rate increase in nearly a decade  
in December, the U.S. Federal Reserve sounded a cautious note and left rates unchanged in the  
first quarter, citing risks including sluggish global growth. Overseas, several other central banks  
introduced measures to stimulate their economies during the quarter, including negative interest  
rates  by  the  Bank  of Japan, key  rate  cuts  by  the  European  Central  Bank  and  policies  to  
encourage lending in China. These actions, along with muted inflation, helped to drive yields for  
longer-maturity government bonds lower throughout the period.  

The Bank of Canada also left rates unchanged in the first quarter as the Canadian economy  
defied expectations to post a broad-based 0.6% GDP increase in January, its best month since  
mid-2013. The FTSE TMX Canada Universe Bond Index, a measure of Canadian government  
and investment-grade corporate bonds, returned 1.4% for the three-month period. 

Overall, global capital markets have exhibited a higher level of volatility over the past several  
quarters, and this may continue to be the case during 2016. Nevertheless, conditions that support  
the expansion of the global economy and individual businesses, including low inflation and low  
interest rates, persist. Although it may be tempting to try to limit losses by exiting the markets  
during more turbulent periods, history also tells us that keeping an eye on the long-term horizon  
and staying true to a sound, diversified financial plan is the best course of action.  

Sources: CI Investments, Signature Global Asset Management, Cambridge Global Asset Management, Globe and Mail, National Post, Bloomberg, Yahoo Canada Finance, and Trading 
Economics. Index information was provided by TD Newcrest and PC Bond, and all quoted equity index returns are on a total return basis (including dividends) except for the Shanghai 
Composite. 

The information contained herein is current as at April 18, 2016. 

The views, recommendations and opinions expressed herein are those of Melinda Burgess, Investment Advisor, and do not necessarily reflect those of TD Wealth Private Investment 
Advice and are not specifically endorsed by TD Wealth Private Investment Advice. The views, recommendations and opinions are subject to change based on market and other 
conditions and are for information purposes only. 
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The information has been drawn from sources believed to be reliable. Where such statements are based in whole or in part on information provided by third parties, they are not 
guaranteed to be accurate or complete. Graphs and charts are used for illustrative purposes only and do not reflect future values or future performance of any investment. The 
information does not provide financial, legal, tax or investment advice. Particular investment, trading or tax strategies should be evaluated relative to each individual’s objectives and risk 
tolerance. TD Wealth Private Investment Advice, The Toronto-Dominion Bank and its affiliates and related entities are not liable for any errors or omissions in the information or for any 
loss or damage suffered. 

Certain statements in this document may contain forward-looking statements (“FLS”) that are predictive in nature and may include words such as “expects”, “anticipates”, “intends”, 
“believes”, “estimates” and similar forward- looking expressions or negative versions thereof. FLS are based on current expectations and projections about future general economic, 
political and relevant market factors, such as interest and foreign exchange rates, equity and capital markets, the general business environment, assuming no changes to tax or other 
laws or government regulation or catastrophic events. Expectations and projections about future events are inherently subject to risks and uncertainties, which may be unforeseeable. 
Such expectations and projections may be incorrect in the future. FLS are not guarantees of future performance. Actual events could differ materially from those expressed or implied in 
any FLS. A number of important factors including those factors set out above can contribute to these digressions. You should avoid placing any reliance on FLS. 

All insurance products and services are offered by life licensed advisors of TD Waterhouse Insurance Services Inc., a member of TD Bank Group. 

TD Wealth Private Investment Advice is a division of TD Waterhouse Canada Inc., a subsidiary of The Toronto-Dominion Bank. TD Waterhouse Canada Inc. – Member of the Canadian 
Investor Protection Fund. 

All trademarks are the property of their respective owners. 

® The TD logo and other trade-marks are the property of The Toronto-Dominion Bank. 
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