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2020 Vision
Equity Markets
 
Developed equity markets continued their positive momentum over the fourth quarter of 2019, with the domestic S&P/
TSX Composite Index adding another 3.2%, the S&P 500 index rising 6.8% and the MSCI EAFE index increasing 5.9%, 
all in Canadian dollar terms. The gains conclude what has been a great year for equities across the board, with full-year 
returns of 22.9% in Canada, a sparkling 24.8% in the US, and 15.8% in international markets. Yet again, the gains in the 
quarter materialized despite jarring political headlines such as the US House of Representatives voting to impeach the 
President and a UK election that bolstered the odds of a “Brexit” in coming years.

Information Technology led the way in Canada over the quarter and also the year, with the sector rising 10.8% and 64.9%, 
respectively. Cyclical sectors such as Energy, Materials, and Industrials also posted superior returns for the quarter, while 
classically defensive groups such as Communication Services and Utilities were essentially flat and Consumer Staples and 
Real Estate both declined just over 2.0%. For the year, all domestic sectors rose except one, Health Care, whose 10.9% 
decline in 2019 reflects a wholesale reversal of the 34.7% positive returns posted at the halfway mark for the year. In the 
US, strength was also broad-based in the quarter, led by Information Technology rising 12.2% and Health Care rising 
12.2%, the latter on relief that odds for a “Medicare For All” government health initiative waned alongside diminished 
expectations of an Elizabeth Warren nomination for Democratic party leader. The only sectors with unimpressive returns 
in the quarter were those replete with slow but steady dividend growers, such as Utilities (-1.2%) and Real Estate (-2.5%).   
For the year, all eleven sectors of the market posted gains, led by a 43.1% rise in the Information Technology sector. The 
complexion of performance was similar in international markets, with Information Technology capping an excellent year 
by rising 10.3% in the quarter, bringing full year gains for the sector to 30.7%. Potential signs of stabilizing economic 
activity in major European countries spurred the Industrial sector to gain 7.7% in the quarter, resulting in full-year returns 
of 19.8% for the sector. The only weak spots in the quarter were, again, the classically defensive groups such as Consumer 
Staples (-0.2%) and Real Estate (+2.7%).  
 
Fixed Income Markets
 
Canadian government bonds and investment-grade bonds returned -1.2%   and 0.1%, respectively in the fourth quarter, 
and high yield bonds returned 1.4%. Bond performance continued to contribute positively to balanced portfolios. Over 
the year, Canadian bonds represented by the FTSE Canada Universe Bond Index were up 6.9%; US bonds, represented by 
the Barclays Capital US Aggregate Bond Index were up 8.7% (US $). This year’s performance was among the best in the 
decade. 

Both the Canadian and US Treasury yield curves began the quarter inverted, with shorter-term government bonds offering 
greater yields than longer-term bonds, both curves ended the year in the more typical greater term, greater yield structure. 
The Bank of Canada undertook no policy action in the quarter, holding their rate at 1.75% throughout the period, the 
normalization of the curve came from clarity surrounding global trade policy, leading to a modest rise in longer-term rates 
alongside a more modest fall in short-term rates; while the yield curve is upwardly sloping, the yield differential is mere 
single digits.  
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The US Federal Reserve (Fed) trimmed their benchmark rate from 2% to 1.75%, on the heels of their 0.25% cut in 
September. Many viewed this second cut as a “shoot first, ask questions later” move, taking a more accommodative stance 
despite reasonably robust US data flies in the face of the Fed’s mid-term hopes of interest rates returning to non-emergency 
levels. The reduction in rates at the front end alongside neutral-to-good economic data returned the US curve to upwardly 
sloped, its more normal state, with long bonds offering roughly 1.5 times the overnight deposit rate.  

Fixed income markets will remain sensitive to headlines and events in the near-term, as markets continue to shift the tone 
from risk-on to risk-off and back again. Spreads on corporate bonds continue to be reasonably attractive, reflective of the 
time and effort put into balance sheet repairs ten years post-financial crisis. High yield bonds have offered attractive all-in 
returns, reflecting both the ease of credit and the neutral-to-good broad economy.
 
Commentary
 
For a year that started amidst a large market correction and widespread expectations of an imminent recession, 2019 really 
ended up as close to a best case scenario for investors as could be hoped. Effectively every major asset class ended the year 
solidly in positive territory — global equities turned in their best year since 2013 with gains in excess of 20%, while bonds 
generated their best returns in five years, nearly doubling their average performance over the preceding decade in the 
process. 

This occurred against a broad-based slowing in global growth and a backdrop of persistent and significant geopolitical risks 
that stifled business sentiment and clouded the outlook. That makes the performance all the more notable.

Shifting from hindsight to 2020, when faced with a year that seems too good to be true, it is reasonable to look forward 
with trepidation — after all, history shows 20%+ gains are not sustainable. But at the same time, there is ample reason to 
not get too bearish on the prospects of the coming 12 months.

A first point worth considering is related to these “outsized” returns of the past 12 months. The strong performance of 2019 
likely does not come in the absence of the panic-induced correction that brought 2018 to close. For example, the Canadian 
S&P/TSX closed 2018 down a whopping 14% from the high it registered in mid-July of that year; the domestic market 
may have rallied 20% over the past 12 months (its best calendar year since 2008), but it is up just a meagre 3% relative to 
that prior peak — the performance is similar for the global benchmark MSCI World Index, which is up 20% for 2019, but 
just 7% above its 2018 high. In other words, the moves over the last 12 months may seem outsized, but are much more 
appropriately-sized in the context of the last 18 months.

Shifting gears to the outlook, the chief risks that have hampered activity for much of the last few years are showing 
significant signs of ebbing. 

For one, after three years of unrelenting uncertainty, there is finally some clarity with respect to the Brexit ordeal. The 
British Conservative Party’s decisive win in the December UK election sets the stage for the divorce between the UK and 
EU finally reaching a resolution — and while it is arguable that the direction may not be the most beneficial for Britons, the 
pure fact that an actual outcome is within reach is a welcome development for an economy that has been stuck on pause. 
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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. Diversification 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.

More notably, the spectre of an ever-escalating and expanding trade war that has loomed large over the global 
macroeconomic outlook has been exorcised (or at least warded off for now). While the situation clearly remains fluid and 
details still sparse, the indications that the first stage of a broader deal between the US and China, the world’s two largest 
economies, has been agreed upon, has let the many exposed to the globally integrated supply chains take a tentative sigh of 
relief.

With these risks moving to the backburner (at least for a little bit), the focus can again return to the fundamentals driving 
underlying growth. On this score, the developments in recent months have been encouraging, with the dataflow pointing 
to activity stabilizing across the globe — indeed, there are even signs that a nascent pickup in growth is gaining traction 
through the end of the year (albeit, a modest one). Add to that the likelihood that central bank policymakers will continue 
to err on the side of caution and keep monetary conditions highly accommodative the outlook for the coming months 
appears to be constructive for financial markets to continue to perform; though hopes for a repeat of 2019’s outsized 
performance should be tempered and the road to the end of the year will likely be a bumpy one given the preponderance of 
risk events that litter the political landscape over the next 12 months.

Optometrists will, no doubt, relish a year that is 2020 or 20/20 as they would say. We, as market participants, suffer from 
hyperopia (we have difficulty seeing things in the near term) but don’t suffer from myopia (the ability to see things over 
the long-term). By this, we mean that over the long-term, markets will be higher, but in the near-term, we have, well, less 
clarity. 

The bottom line is that while the last few years have taught investors to expect the unexpected, absent such a shock, the 
table looks set for 2020 being another decent year for those that remain invested. 


