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PED (Performance Enhancing Discipline)

This month’s note is about PEDs — not the performance-enhancing drugs linked to some athletes, but rather, 
“Performance Enhancing Discipline” for your portfolio.

One of the most common mistakes made by individual investors is chasing performance — reading about the hot stock, 
sector or fund in the media or hearing friends discuss it over cocktails and buying the security with hopes that the blowout 
returns will continue. Unfortunately, those stratospheric returns are typically not sustainable, and once it receives attention 
in the press and among your social circles, the best days have passed — there is an adage in investing: to sell the story on 
page 1, and buy the story on page 15 that is on its way to page 1.

As the table below illustrates, performance leadership among asset classes changes year-to-year and it is often the case 
that the laggards in one year are the stars in the next (and vice versa). By chasing after what has previously done well and 
eschewing the underperformers, investors often leave themselves worse off — and the public tends to buy the most at the 
top and the least at the bottom.

Emotional responses can drive investors to become short-sighted and undisciplined — the “fear of missing out” on an 
upswing can be strong, as can excessive risk aversion in periods of broad-based market turbulence — and this carries 
significant (negative) implications for long-term portfolio performance. 

A seasoned investor knows it is always better to remain unemotional with respect to investing. Instead, taking a disciplined 
and long-term approach to asset mix decisions — with long-term strategic portfolio allocations serving as a tether to rein 
in impulses, selling or trimming what is expensive (and has performed well), buying what is cheap (and unperformed). It 
may sound simple, but can prove deceptively difficult in practice once emotions are involved. A useful tool in this regard 
is to set an appropriate Investment Policy Statement that provides guidelines for periodic rebalancing across asset classes. 
By buffering the emotional urges that percolate at market extremes, the benefit of this discipline can serve to enhance 
investment performance for investors over the long-term.

Calendar Year Asset Class Total Returns (%, C$)
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

EM Equity HY Bonds Gov't Bonds HY Bonds US Equity US Equity US Equity Canadian Equity EM Equity US Equity
54.0 22.0 9.6 15.9 41.7 24.4 20.7 21.1 28.4 3.7

Canadian Equity Canadian Equity IG Bonds EM Equity EAFE Equity Canadian Equity EAFE Equity HY Bonds EAFE Equity Gov't Bonds
35.1 17.6 7.9 14.8 31.5 10.6 18.1 16.1 17.0 2.5

HY Bonds EM Equity US Equity EAFE Equity Canadian Equity Gov't Bonds Gov't Bonds US Equity US Equity HY Bonds
31.9 12.8 4.5 13.9 13.0 7.5 3.7 8.7 14.0 2.0

IG Bonds US Equity HY Bonds US Equity HY Bonds IG Bonds IG Bonds EM Equity Canadian Equity IG Bonds
15.3 9.2 2.4 12.7 5.8 7.4 2.7 8.0 9.1 1.0

EAFE Equity IG Bonds Canadian Equity Canadian Equity EM Equity EM Equity EM Equity IG Bonds HY Bonds EAFE Equity
13.7 7.3 -8.7 7.2 4.3 7.0 1.3 3.6 8.5 -6.5

US Equity Gov't Bonds EAFE Equity IG Bonds IG Bonds EAFE Equity HY Bonds Gov't Bonds IG Bonds EM Equity
9.1 6.2 -10.1 6.5 0.8 4.0 -2.4 -0.4 3.5 -7.3

Gov't Bonds EAFE Equity EM Equity Gov't Bonds Gov't Bonds HY Bonds Canadian Equity EAFE Equity Gov't Bonds Canadian Equity
-1.5 2.2 -16.5 2.2 -2.3 1.2 -8.3 -1.9 0.1 -8.9

Source: Bloomberg, Guardian Capital; Canadian Equity=S&P/TSX; US Equity=S&P 500; EAFE Equity=MSCI EAFE; EM Equity=MSCI Emerging Mar-
kets; Gov’t Bonds=ICE BAML Canada Government; IG Bonds=ICE BAML Canada Corporate; HY Bonds=ICE BAML Canada High Yield
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This document includes information and commentary concerning financial markets that was developed at a particular point in time. This information 
and commentary are subject to change at any time, without notice, and without update. This commentary may also include forward looking statements 
concerning anticipated results, circumstances, and expectations regarding future events. Forward-looking statements require assumptions to be made 
and are, therefore, subject to inherent risks and uncertainties. There is significant risk that predictions and other forward looking statements will not prove 
to be accurate. Investing involves risk. Equity markets are volatile and will increase and decrease in response to economic, political, regulatory and other 
developments. The risks and potential rewards are usually greater for small companies and companies located in emerging markets. Bond markets and 
fixed-income securities are sensitive to interest rate movements. Inflation, credit and default risks are also associated with fixed income securities. Diver-
sification may not protect against market risk and loss of principal may result. This commentary is provided for educational purposes only. It is not offered 
as investment advice and does not account for individual investment objectives, risk tolerance, financial situation or the timing of any transaction in any 
specific security or asset class. Certain information contained in this document has been obtained from external parties which we believe to be reliable, 
however we cannot guarantee its accuracy. Guardian Capital Advisors LP provides private client investment services and is a wholly-owned subsidiary of 
Guardian Capital Group Limited, a publicly traded firm listed on the Toronto Stock Exchange.


