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Past performance is no guarantee of future results. All investments involve risk including loss of principal.

After an exuberant start to the new year and an extended period of market calm, volatility reasserted 
itself in February. Financial markets were jilted after newly-instated Federal Reserve Chair Jerome 
Powell embraced a constructive outlook on the US economy and rekindled fears of an accelerated pace 
of rate hikes, with investors growing concerned that higher interest rates will erode both global growth 
and corporate profitability. Meanwhile, after a steady stream of growth-friendly policy announcements 
from the Trump administration, the President roiled the marketplace and took his first big step towards 
fulfilling his protectionist agenda after announcing his intension to impose tariffs on steel and aluminum 
imports, sparking fears of a global trade war.

The 15-month winning streak in global equity markets came to a halt 
in February, with the MSCI All Country World index posting its first 
monthly decline since October 2016 – even despite ongoing global 
economic strength and accelerating corporate profits. The monthly 
rout in equity prices spread broadly across the world, with no region 
left unscathed. The S&P 500 tumbled lower and posted its worst 
monthly return in over two years, while the negative undertone in the 
marketplace also spread more broadly, with notable declines across 
Canadian, European, and Emerging Market bourses.

Meanwhile, US fixed income markets sold off aggressively during the 
month. Bond yields pushed higher across the curve as investors digested 
the prospect for higher borrowing costs following Chair Powell’s hawkish 
economic assessment, which was compounded further by a revival in 
inflation expectations. Notably, investors are now fully-pricing three 
rate hikes from the Federal Reserve in 2018, though have even begun 
to ponder a fourth rate hike this year. In contrast, Canadian bond yields 
inched lower during the month as some weak domestic data provided 
a soft handoff to 2018.

The US dollar was mainly stronger versus its global peers in February, 
with higher bond yields increasing the attractiveness of the greenback.  In 
contrast, the Canadian dollar declined to a 2018 low amid widening US-
Canada interest rate differentials, while lingering NAFTA uncertainties 
also added to the defensive tone.  The euro retreated as some benign 
inflation results fuelled expectations for ongoing accommodation from 
the European Central Bank, while the pound was hindered by increasingly 
contentious Brexit negotiations. Finally, the yen bucked the global 
trend and strengthened after the Bank of Japan curtailed its purchases 
of longer-term bonds and hinted at a timeframe for a potential exit 
strategy from its extraordinary stimulus program.

In commodity markets, crude oil posted its first monthly drop since 
August amid growing concerns that rising shale production will add 
to the supply glut in the US - particularly after government reports 
indicated that stockpiles rose more than expected in late-February. 
Copper prices also joined the broad based flight from risk assets, while 
even gold retreated on the prospect for an accelerated pace of rate 
hikes in the US, though reversed course somewhat at month-end after 
fears of a global trade war prompted investors to seek out safe haven 
assets such as bullion.

FINANCIAL MARKET DASHBOARD

FEB. 28,
2018 FEB. YTD 1 YEAR

EQUITY MARKETS % PRICE CHANGE (LC)

S&P 500 2,714 -3.89% 1.50% 14.82%

S&P/TSX 15,443 -3.19% -4.73% 0.28%

MSCI EAFE 2,052 -4.71% 0.05% 17.04%

MSCI EM 1,195 -4.73% 3.17% 27.64%

FIXED INCOME (%) BASIS POINT CHANGE

US 10 Year Bond Yield  2.86 15.6 45.5 47.1

US 2 Year Bond Yield  2.25 10.9 36.7 99.0

CA 10 Year Bond Yield  2.24 -5.4 19.0 60.0

CA 2 Year Bond Yield  1.79 -5.1 9.8 102.9

CURRENCIES % PRICE CHANGE

CAD/USD 0.78 -4.04% -2.04% 3.66%

EUR/USD 1.22 -1.77% 1.57% 15.30%

USD/JPY 106.68 -2.30% -5.33% -5.40%

COMMODITIES % PRICE CHANGE

WTI Oil (USD/bbl) 61.64 -4.77% 2.02% 14.13%

Copper (USD/pound) 3.11 -2.75% -5.85% 14.92%

Gold (USD/oz) 1,317.9 -1.58% 0.66% 5.10%
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In response to a stellar economic performance in 2017, underlying pricing pressures in 
Canada are finally resurfacing, with the average of the Bank of Canada’s three core 
inflation gauges rising to 1.83% (versus the 2% target).

Canada GDP (YoY)  Core CPI – Median (YoY)
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CANADA

The Canadian economy rounded out an impressive year and grew at a 
1.7% annualized pace during the fourth quarter of 2017, taking annual 
GDP to a 3.0% pace for the year as a whole.  While the consumer 
indeed pulled-back to more sustainable levels, both business and 
residential spending accelerated, while government spending also 
provided a boost.  In contrast, trade detracted as export growth came 
in shy of imports.  Meanwhile, we are finally seeing some convincing 
signs of underlying pricing pressures in response, with the core gauges 
followed by the Bank of Canada indicating some firming trends.  That 
being said, newly-announced protectionist measures from President 
Trump (which have also arguably complicated NAFTA negotiations) 
are likely to afford the central bank to adopt a patient approach to 
monetary policy normalization this year.

US Industrial Production (MoM)
ISM Manufacturing IndexUS Retail Sales (MoM)

-1.0

-0.5

0.0

0.5

1.0

1.5

2.0

 2015 2016 2017 2018

Jan.Nov.Sep.JulyMayMar.Jan.Nov.Sep.JulyMayMar.Jan.

While both retail sales and factory production came in shy of expectations at the beginning 
of 2018, leading economic indicators suggest that growth should remain buoyant for the 
coming year.
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USA

The outlook for the US economy remains reasonably bright for 
2018, notwithstanding any negative ramifications stemming from 
President Trump’s protectionist agenda.  While the combination of 
a tighter labour market, rising wages, and newly-implemented tax 
cuts are expected to prop up consumer spending, the weaker dollar 
and strong global demand should bolster exports.  Encouragingly, 
inflationary pressures appear to be building, which has been the 
missing piece of the puzzle at the Federal Reserve.  As such, Fed 
Chair Powell argued that the economic outlook remains robust and 
even went so far as to open the door to a possible fourth rate hike 
this year if the economy gains momentum and inflationary pressures 
rise, while stating that recent headwinds have now translated into 
tailwinds for the US economy (fiscal expansion).

Japan GDP (YoY) Japan Headline CPI (YoY)

After years of unprecedented monetary and fiscal support, Japan finally appears to be 
escaping its deflationary spiral – allowing the Bank of Japan to consider exiting its 
ultra-accommodative stance if it achieves its inflation target in 2019.
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INTERNATIONAL

Looking abroad, economic growth remains both durable and 
increasingly self-sustaining, allowing central bankers to slowly reign-
in their stimulative monetary policies after years of unprecedented 
support.  The European economy continues to fire on all cylinders and 
grew at a stronger than expected pace in the final quarter of 2017, 
with broad based gains across both sectors and regions.  Similarly, the 
Japanese economy reported its eighth consecutive quarterly advance 
during the fourth quarter, while headline consumer prices jumped 
to a three-year high.  In response, the Bank of Japan has joined its 
central bank peers in acknowledging that a plan to begin unwinding 
its massive stimulus program is forthcoming, hinting that the central 
bank will begin thinking about how to proceed around the next fiscal 
year starting April 2019.



3 MARCH 2018

MARKET UPDATE FROM THE  
GLOBAL CIO OFFICE

The information and opinions herein are provided for informational purposes only and are subject to change. The information provided herein does not constitute investment advice and it should not 
be relied on as such. It should not be considered a solicitation to buy or an offer to sell a security. Performance figures pertaining to composites are aggregations of the performance of one or more 
client portfolios or pooled funds that represent similar investment strategies. Further information on the investment strategy of composites and pooled funds managed by Fiera Capital Corporation or 
its affiliates can be found at www.fieracapital.com. All performance data is time weighted and assumes reinvestment of all distributions or dividends and does not take into account other charges or 
income taxes payable that would have reduced returns. Valuations and returns are computed and stated in Canadian dollars, unless otherwise noted. Past performance is no guarantee of future results 
and other calculation methods may produce different results. Individual account or fund performance will vary. Information pertaining to Fiera pooled funds is not to be construed as a public offering 
of securities in any jurisdictions of Canada. The offering of units of Fiera pooled funds is made pursuant to the funds’ respective trust agreements and only to those investors in jurisdictions of Canada 
who meet certain eligibility or minimum purchase requirements. Important information about Fiera pooled funds, including a statement of the fund’s investment objective, is contained in their trust 
agreements, a copy of which may be obtained from Fiera Capital Corporation. Unit values and investment returns will fluctuate. Please read the trust agreement of the pooled funds before investing. 
Pooled funds are not guaranteed, their values change frequently and past performance may not be repeated. Unless otherwise noted, index returns are presented as total returns, which reflect both 
price performance and income from dividend payments, if any, but do not reflect fees, brokerage commissions or other expenses of investing. The index comparisons in this presentation are provided 
for informational purposes only and should not be used as the basis for making an investment decision. Furthermore, the performance of the composite and the index may not be comparable. There 
may be significant differences between a composite and the indices referenced, including, but not limited to, risk profile, liquidity, volatility and asset composition.

Legal Notice to U.S. Persons: Fiera Capital Corporation (“Fiera Capital”) does not provide investment advisory services, or offer investment funds, in the United States or to U.S. persons. Investment 
advisory services for U.S. persons are provided by Fiera Capital’s U.S. affiliates (the “U.S. Advisers”). Any investment advisory services of Fiera Capital provided to U.S. persons are (or were) provided by 
the U.S. Advisers, in each case pursuant to a “participating affiliate” arrangement with Fiera Capital in accordance with applicable guidance of the staff of the U.S. Securities and Exchange Commission 
(the “SEC”). The U.S. Advisers are SEC-registered investment advisers. 

Fiera Capital is not authorized to conduct regulated activities in the United Kingdom and any such activities are only conducted by Charlemagne Capital (UK) Limited (“CCUK”), an indirect wholly 
owned subsidiary of Fiera Capital. Fiera Capital is not authorized to conduct regulated activities in the Isle of Man and any such activities are only conducted by Charlemagne Capital (IOM) Limited, 
an indirect wholly owned subsidiary of Fiera Capital. Fiera Capital is not authorized to conduct regulated activities in Germany. CCUK maintains a branch office which is registered with the regulator 
in Germany. Unless otherwise indicated, all dollar figures are expressed in Canadian dollars.


