
Source: Guardian Capital based on data from Bloomberg and the Bank of Canada from September 30, 2024 to January 31, 2025 
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The currency of our discontent 
One of the more interesting developments in financial markets over the last few months is that, despite 
the significant and growing potential for changes in US economic policy to negatively impact Canada, 
domestic stocks and bonds have held up remarkably well. Case in point, the S&P/TSX Composite 
Index has generated a 7.4% total return since the end of September, outpacing the American S&P 
500 Index’s 5.3% gain in local currency terms. 

Of course, as snowbirds can attest, one area where negativity appears to be getting to Canada is 
the currency. The Canadian dollar has declined 7% versus the US dollar over the past four 
months, which is a nearly two-standard deviation move over that period based on the last half-century 
of data. While that boosted foreign asset returns in Canadian dollars — the S&P 500 return since 
September 30, 2024 jumps north of 12.0% when translated into the domestic currency — it also 
means that travelers get less bang for their buck south of the border. 

What is noteworthy, though, is that while the loonie has dived against the mighty US dollar, it is 
pretty much unchanged against other major Developed Market currencies. The Canadian dollar 
rose 0.5% since September against a trade-weighted basket of the euro, yen, pound, Swiss 
franc, Australian dollar and Swedish krona — strengthening against all six of those currencies. 

Loonie diving in the US but flying overseas 
(percent change in foreign exchange cross rate) 
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The depreciation in the Canadian dollar is less a reflection of domestic weakness and more a 
testament to American exceptionalism. The US economy has persistently been the top performer, 
interest rates have declined by comparatively less than their peers, and its markets have been at the 
top of the league tables, all of which is attracting international investment dollars. Compounding this 
trend is a threat of a burgeoning and broad-based trade war that will do more to spin the dial of 
America’s trade partners than it will within its own borders. 

The outlook and rhetoric out of Washington suggest little reason to expect a reversal of the broad US 
dollar strength anytime soon. The underlying health of the US economy is reducing expectations of 
policy easing stateside and widening the interest rate differentials, while the threat of tariffs looms 
large.  

Clever Canadians may well continue to keep their portfolios in the US markets, and use those gains 
to better explore Canada “from sea to sea” or perhaps stretch their wings to take in the old world.  

 

 

 

 

 

 

 

 

 

 

 

 

 

Follow us on LinkedIn and stay in the know. 

https://www.linkedin.com/company/guardian-capital-advisors/


 

  

 

 

 

 

 

 

 

This commentary is for general informational purposes only and does not constitute investment, financial, legal, 
accounting, tax advice or a recommendation to buy, sell or hold a security. It shall under no circumstances be 
considered an offer or solicitation to deal in any product or security mentioned herein. It is only intended for the 
audience to whom it has been distributed and may not be reproduced or redistributed without the consent of 
Guardian Partners Inc. (“GPI”). This information is not intended for distribution into any jurisdiction where such 
distribution is restricted by law or regulation. 

The opinions expressed are as of the published date and are subject to change without notice. Assumptions, opinions 
and estimates are provided for illustrative purposes only and are subject to significant limitations. Reliance upon this 
information is at the sole discretion of the reader. This document includes information and commentary concerning 
financial markets that were 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 a 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. Investments 
in foreign securities involve certain risks that differ from the risks of investing in domestic securities. Adverse political, 
economic, social or other conditions in a foreign country may make the stocks of that country difficult or impossible to sell. 
It is more difficult to obtain reliable information about some foreign securities. The costs of investing in some foreign 
markets may be higher than investing in domestic markets. Investments in foreign securities also are subject to currency 
fluctuations. 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. These sources include Bloomberg, 
Bank of Canada and National Bank Independent Network for the relevant periods cited in this commentary. 

GPI is a wholly owned subsidiary of Guardian Capital Group Limited, a publicly traded firm listed on the Toronto Stock 
Exchange. GPI operates as Guardian Capital Advisors and Guardian Partners. All trademarks, registered and 
unregistered, are owned by Guardian Capital Group Limited and are used under license. 
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