
In the last few months, various 
financial market stakeholders 
have been trying to figure out the 
future direction of the world 
economies. How much further 
will the economy of the major 
nations sink? Even more signifi-
cantly, when will signs of stabili-
zation emerge?  
 
In periods of great economic 
unrest, such as the one we are 
experiencing at the moment, 
markets are in tune with the news 
- usually bad but occasionally 
encouraging - and the changing 
investment horizons - sometimes 
short but more often very short. 
This explains the persistently 
high volatility that has character-
ized the markets since last fall. 
At the beginning of March, world 
stock markets were down almost 
25% in 2009, following a setback 
of approximately 42% in 2008. A 

small, albeit growing, amount of 
economic data signalling a cer-
tain level of hope, as well as the 
unveiling of details of the recov-
ery plans from governments and 
central banks, are gradually re-
storing hope in the markets that 
the worst is not in front of us. 
Buoyed to some extent, the mar-
kets were given a boost recover-
ing of almost 15% from mid-
March to the end of the quarter. 
  
The MSWI world stock market 
index is down 12.5% for the 
quarter, the American S&P 500 
down 11.7% and the Canadian 
TSX down 3.0%. The equity 
component of our typical client’s  
portfolio rose +2.1% in the last 
three months (including +11.6% 
in March), a good performance 
considering the situation. Our 
outside of Canada stocks did 
even better with +8.2% during 

the quarter. 
  
Despite the recovery in stock 
indices at the end of the quar-
ter, we are still far from the 
potential for appreciation over 
the next few years if, as we are 
expecting, the economic con-
text gradually improves over 
the next quarters. 
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Month Canada 
Short- 
Term 

Canada 
Mid- 
Term 

Canada 
Long-
Term 

 CAN 
TSX/
SPX 

USA 
DJII 

Intern. 
EAFE 

 USA$ EURO YEN 

Dec. 
2008 

0.83 1.69 2.68  8987 8777 1237  0.8183 0.5806 73.96 

Jan. 
2009 

0.86 2.10 3.05  8695 8000 1115  0.8129 0.6315 72.90 

Feb. 
2009 

0.64 2.06 3.13  8123 7063 998  0.7939 0.6254 77.62 

Mar. 
2009 

0.39 1.75 2.78  8721 7609 1056  0.8007 0.6064 77.90 
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lar has gained almost 3% in 
February, stimulated by fears 
about global risks, particularly 
the economic and financial 
situation of emerging Euro-
pean countries and the worsen-
ing recession in Japan. 
  
The loonie has gained some 
ground since. Following the 
American Federal Reserve’s 
decision to inundate the mar-
ket with liquidity, the loonie 
has risen by 3.5%; the Cana-
dian dollar was valued at 
$81.65 following the Federal 
Reserve announcement, up 
from $78.84 a few days be-
fore.  
  

While, in the past, negative 
statistics with respect to the 
American economy were para-
doxically favourable to the 
American dollar, the latter be-
ing considered a safe haven, the 
trend seems to have reversed. 
Unsurprisingly, the Fed’s deci-
sion, on March 18, to inflate the 
money supply by monetizing 
the debt, has lead to a drop of 
the American dollar. This pol-
icy is perceived as inflationary 
and lost the American dollar its 
status as a safe haven, which 
had contributed to its recent 
appreciation.  

As most economists antici-
pated, the Bank of Canada 
lowered its overnight rate on 
March 3rd from 1% to 0.5%, 
an historical low, signalling 
that the global economy has 
continued to deteriorate and 
that Canada was not spared by 
the global slump.   
  
Since December 2007, the 
central bank has met eleven 
times to discuss the overnight 
rate and has decided to lower 
it nine times. Over this period, 
the overnight rate has been 
lowered to 0.5% from 4.5%. 
  
In addition to maintaining its 
federal fund rate in a range 
between 0.00% and 0.25%, 
the Federal Reserve an-
nounced on March 18 that it 
would buy up to $300 billion 
in long-term Treasury bonds. 

In buying Federal Govern-
ment debt, the Fed is in es-
sence increasing the amount 
of dollars in circulation, since 
it will have to print new 
money to buy these bonds. 
The objective of the move, 
which should have the effect 
of lowering long-term rates, is 
to "help improve conditions in 
credit markets" indicates the 
Fed in its communiqué fol-
lowing its last meeting. 
  
Markets seem to have appre-
ciated these announcements 
and the details emanating 
from the Fed. More impor-
tantly, the Fed’s decision also 
had the desired effect on the 
bond markets. The 10-year 
Treasury bond yield was 
down to 2.53% from 3.03% 
and the 30-year bond yield 
was down to 3.57% from 

3.80%. In step with this drop, 
Canadian bond yields also 
retreated by roughly ten basis 
points. 
  
Despite a favourable environ-
ment for low risk securities, 
American and Canadian bond 
yields have increased over the 
last few months. However, 
the Fed policy has been able 
to lower yields somewhat. 
  
As measured by the DEX 
index, which reflects the over-
all performance of Canadian 
bonds, the Canadian bond 
market has posted a return of 
+1.52% for the quarter. The 
return has been –1.44% south 
of the border.  

The loonie lost over 3.5% 
against the American dollar in 
February due to growing 
world aversion to risk (which 
benefited the US dollar), the 
decrease in the price of com-
modities and rumours of 
monetary easing. 
  
On March 9th, the loonie fell as 
low as $76.53 US, its lowest 
value in four and a half years. 
In October, November and 
December, the loonie ap-
proached this level, but re-
sisted. This weakness is 
mostly due to the indiscrimi-
nate infatuation that investors 
have for the greenback. The 
trade-weighted American dol-
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The loonie falls as low as 
$76.53 US in March.  
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The Bank of Canada lowers 
its overnight rate from 1% 
to 0.5%, an historical low....    



Human nature feeds on fear 
and the lure of gain. The alter-
nation between these two emo-
tions explains economic cy-
cles. Responsible investors 
have not been spared from the 
financial crisis. But the mood 
of general indignation has 
given them new ammunition 
to continue their fight against 
immoral business practices. 
With the financial crisis, it is 
time to make a clean sweep 
and restart with a healthy 
foundation. On the Toronto 
Stock Exchange, where the 
announced sale of Petro Can-
ada to Suncor has already 
stimulated the markets, the  
announcement of the Ameri-
can Government’s buy-back of 
$500 billion of toxic bank as-
sets has been well received by 
North American and European 
investors. This announcement 
has invigorated the S&P/TSX 
index, since the index rose 
18.4% from March 9th to the 
20th. However, the latter still 
ends the quarter down 2.97%. 

The consumer staples sector 
closes the quarter at –6.65%. 
The recession has not pre-
vented Wal-Mart sales from 
growing. February was a posi-
tive month for the Wal-Mart 
retailer, which reported a 2.8% 
gain in worldwide same-store 

sales compared to the same 
month in 2007. 

The telecommunications sec-
tor ends the quarter at –8.82%. 
Nortel Networks will eliminate 
3,200 more jobs worldwide in 
the next few months. These 
layoffs add to the 1,800 an-
nounced earlier but which 
have yet to take effect. The 
corporation has undertaken a 
vast restructuring process last 
January 14, filing for creditor 
protection in Canada and the 
United States.  

The industrials sector closes 
the quarter at –10.96%.  Pratt 
& Whitney Canada, an aircraft 
engine manufacturer, is also 
feeling the repercussions of 
the recession. The company 
has had to cut back 1,000 em-
ployees from its workforce 
worldwide. According to 
AITA, the association repre-
senting overseas and interna-
tional air carriers, the world’s 
air carriers could lose almost 
$5.8 billion in 2009. Since 
2001, this industry has lost 
almost $52 billion.  

The consumer discretionary 
sector ends the quarter at –
8.56%. The car industry will 
not post any growth. Layoffs 
are continuing in Ontario. Car 
manufacturers have listed the 

economic slowdown and the 
lack of consumer credit to 
explain their decisions. These 
factors are at the center of the 
crisis that both the Canadian 
and the American car indus-
tries are facing.  

 
The materials sector ends the 
quarter at +7.68%. Con-
fronted with a significant drop 
in the price of aluminum on 
international markets, Alcoa 
Canada will reduce its work-
week by 15% for all its 3,600 
employees. The drop in de-
mand for aluminum has lead 
to a 60% decrease in the price 
of the metal since the summer 
of 2008. This fall in demand 
has also lead to a significant 
increase in the company’s 
inventory levels.  
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Has the economy hit rock 
bottom?  

More Movement Within  
the Dalpé-Milette 

Group! 
 

Mrs. Audrey Grenier has joined our team.  
  
Audrey has occupied various administrative 
functions in several Desjardins Securities de-
partments before joining our ranks in March 
2009. 
  
Her responsibilities are similar to the ones 
held by Audrey Sanchez, who is taking a one-
year maternity leave to take care of her second 
child born in March. 

 



The energy sector closes the 
quarter at –1.18%. Crude oil 
prices are benefiting from 
signs  that supply and demand 
are once again finding a bal-
ance, essentially due to steps 
taken by OPEC. Its members 
are continuing to reduce pro-
duction so as to fully respect 
decisions taken at the end of 
2008. Oil prices ended the 
week with a gain of almost $7 
on Friday March 20th at 
$52.13, a peak not seen since 
November 28th.  

The financial sector ends the 
quarter at –7.66%. Canadian 
bank stocks have shed 20% 
since the beginning of the year 
whereas the S&P/TSX index 
has decreased only half as 
much. After disclosing their 
financial results in February, 
Canadian banks continue to 
surpass their industry peers 
worldwide due to a more sta-
ble economic horizon,  higher 
quality assets, few toxic assets, 
solid capitalization and much 
better returns. 

 
The technology sector closes 
the quarter at +8.80%. The 
utilities are down –13.09% and 
the healthcare sector up 
1.99%.  

Canadian Stocks (cont’d) 
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Our Canadian shares have  bounced back quite nicely from the bottom versus the S&P/TSX index. 
They have all increase in value by more than the Canadian market in general, and the average 

return was 53% compared to 15% for the Canadian index. 

Our Canadian Close as at Low Date of Low Increase 
Stocks 31-Mar-09 Last 12 Months of Last 12 Months from Low

Power Corporation $19.65 $14.70 09-03-2009 34%
Banque Toronto Dominion $43.46 $32.37 20-02-2009 34%
Banque Royale $36.78 $25.52 24-02-2009 44%
Banque Nouv.-Écosse $31.07 $23.99 24-02-2009 30%
Financière Manuvie $14.20 $9.02 13-03-2009 57%
Canadien National Railway $45.20 $37.85 06-03-2009 19%
Teck Cominco $7.05 $3.35 05-03-2009 110%
Potash Corp. $101.95 $61.81 05-12-2008 65%
Hudbay Minerals $5.91 $2.70 21-11-2008 119%
SNC-Lavalin $32.05 $26.00 27-10-2008 23%
Canadian Oils Sands $24.25 $16.65 29-01-2009 46%

Average increase of our stocks 53%
from low of last 12 months

Increase of S&P/TSX 15%
from low of last 12 months



steepest drop of all times, as 
companies were forced to re-
duce their production and post-
pone their investments. 
  
In the United Kingdom, house 
sales fell to their lowest level 
since 1978, registering the big-
gest price drop ever. In effect, 
the increase in unemployment 
and difficulty in getting credit 
are discouraging buyers. The 
level of consumer confidence, 
at its lowest in four years, re-
flects this reality very well. The 
Bank of England has conse-
quently reduced its key rate to 
0.5%.  The benchmark index 
ends the quarter down 11.5%. 
 
In Asia, the Hong Kong Hang 
Seng index and the Tokyo Nik-
kei 225 index end the quarter at 

–5.6% and –8.5% respectively. 
In Japan, the fall in global de-
mand as well as the strength of 
the currency are major issues 
affecting any eventual eco-
nomic recovery. In China, con-
sumer prices have fallen for the 
first time since 2002, bringing 
the inflation  to its lowest level 
since 2006.  On the other hand, 
Chinese motor vehicle sales 
have surpassed sales in United 
States for the first time ever in 
January.  

Despite their relative stability at 
the end of December and at the 
beginning of January, leading 
US indices experienced quite a 
ride in this first quarter of 2009. 
After posting negative returns 
in January and February and 
reaching new lows in March, 
the various indices have no-
ticeably rebounded in mid-
March. Despite the rebound, 
the S&P500, the Dow Jones 
and the Nasdaq indices end the 
first quarter down 11.7%, 
13.3% and 3.1% respectively. 
  
Since the current crisis is far 
from over, the American Gov-
ernment is pursuing its inter-
ventionist measures. For exam-
ple, the benchmark rate remains 
unchanged and various pro-
grams, such as the purchase of 

securities (mortgage loans, third
-party securities, long-term 
Treasury bonds, etc.), have all 
seen their budgets increased to 
help the economy exit the crisis 
faster. 
 On the other hand, as indicated 
by various economic data, the 
fate of the American economy 
remains precarious. The unem-
ployment rate rose to 8.1%, its 
highest reading since 1983, with 
over 4.3 millions layoffs since 
the beginning of recession. 
Similarly, household confidence 
is at an historical low, showing 
that the arrival of the new presi-
dent in January did not have the 
expected impact on households. 
  
The real estate market, for its 
part, remains as fragile as ever. 
Construction starts and existing 

home sales are down, while the 
number of foreclosures jumped 
30% in February against the 
same time last year, resulting in 
an increase in sales at reduced 
prices and a decrease in overall 
prices.  
  
Whether it is a glimmer of hope 
or just luck, retail sales are up 
1.8% in January, the first in-
crease since June 2008. Is this  
simply the outcome of holiday 
gift certificates? Only the future 
will tell.   

The trend of the European mar-
kets during the first quarter is a 
carbon copy of the indices in 
Uncle Sam’s country.  
  
German consumer sentiment 
unexpectedly hit its highest 
level in two years following the 
reduction in the cost of borrow-
ing by the European Central 
Bank. Its benchmark index, the 
DAX, ends the quarter down 
15.1%. 
  
In France, the CAC-40 index, 
and in Italy, the MIB-30 index, 
dropped 12.8% and 16.2% re-
spectively this quarter. The 
European Central Bank, for its 
part, cut its key interest rate to 
0.5% and is not excluding an-
other reduction in April. Indus-
trial production posted its 
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A "yoyo" market, heavily 
influenced by economic news.  

And no end in sight … 



As stock markets tank around 
the world, it is wise to put a 
little historical perspective 
into the analysis of whether 
investing in equities is still 
worth while. 

The following presents ab-
stracts of an annual historical 
review by Credit Suisse. 

• When equities bottomed 
in November 2008, the 
MSCI World index had 
fallen 55% – a global loss 
of over USD 21 trillion, 
or USD 21,000 for every 
man, woman and child in 
the developed world. 
Faith in equities was 
shaken as investors had 
been told that stocks of-
fered the best returns.  

 
• We believe the basic 

principles remain true – 
that stocks still offer the 
best long-term returns 
despite their volatility – 
and that investors should 
keep faith with stocks. 

 
• What should we expect 

from equities? To answer 
this requires a long-term 
perspective. A week may 
be a long time in politics, 
but even a decade is too 
short to judge stock re-
turns. Some decades are 
depressingly poor, while 
others are tantalizingly 
good.  

 
• To understand equity 

returns, the long term 
must be long indeed. For-
tunately, the Yearbook 
database meets this test 
with 109 years of data for 
17 countries that together 
represent some 90% of 

world stock market value. 
 
• The last decade has been 

the lost decade. The 21st 
century began with a sav-
age bear market. By its 
nadir in March 2003, US 
stocks had fallen 45%, 
UK and Japanese equities 
had halved, and German 
stocks had fallen by two-
thirds. Markets then 
staged a remarkable re-
covery, only to plunge 
again late in 2007 into 
another epic bear market 
fuelled by the credit and 
banking crisis. Since 
2000, the MSCI World 
index has lost a third of 
its value in real (inflation
-adjusted) terms, while 
the major markets all 
gave negative real returns 
of an annualized –4% to 
–6%. 

 
• The demons of chance 

are meant to be more 
generous than this. Eq-
uity investors require a 
reward for risk. At the 
end of 1999, investors 
cannot have expected, let 
alone required, a negative 
risk premium from equi-
ties, otherwise they 
would simply have 
avoided them. Looking at 
the nine years that fol-
lowed does not tell us 
that risk premiums have 
decreased, but just that 
investors were unlucky. 
Indeed, they received a 
savage reminder that the 
very nature of the risk for 
which they sought a re-
ward means that events 
can turn out badly, even 
over multiple years. 

 

• 21st century returns have 
fallen far short of inves-
tors’ expectations. In 
contrast, the 1990s was a 
golden age. Inflation fell 
from the high levels of 
the 1970s and late 1980s, 
lowering interest rates 
and bond yields. Mean-
while, expected profits 
growth accelerated. This 
led to strong performance 
from equities (except in 
Japan), bonds and even-
bills. 

 
• The 1990s contrast 

starkly with the opening 
years of the 21st century. 
Yet the 1990s are just as 
misleading. Golden ages, 
by definition, recur infre-
quently. To understand 
risk and return in the 
markets – which is the 
Yearbook’s underlying 
rationale – we need to 
examine much longer 
periods than one, or even 
two, decades. This is be-
cause stock markets are 
so volatile. 

 
• Figure 1 show real re-

turns over our full 109-
year back history. These 
returns are much less 
favourable than those for 
the 1990s, but equally, 
they contrast sharply with 
the poor returns over 
2000–08. They demon-
strate the more realistic 
perspective that longer 
periods of history can 
bring. They also provide 
a reassuring reminder 
that, over the long run, 
there has been a reward 
for the higher risk from 
investing in stocks. 
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21st century returns have 
fallen far short of investors’ 
expectations. In contrast, the 
1990s was a golden age.  



• An initial sum of USD 1 
invested in US equities 
in 1900 grew, with divi-
dends reinvested, at an 
annualized rate of 9.2% 
per year to become USD 
14,276 by the end of 
2008. Such is the power 
– over 109 years – of 
compound interest, “the 
most powerful force in 
the universe” (a phrase 
incorrectly attributed to 
Albert Einstein). 

 
• Since US consumer 

prices rose by almost 25
-fold over this period, it 
is more helpful to com-
pare returns in real 
terms. An initial invest-
ment of USD 1 would 
have grown in purchas-
ing power by 582 times. 
The corresponding mul-
tiples for bonds and 
bills are 9.9 and 2.9 
times the initial invest-
ment, respectively. 
These terminal real 
wealth figures corre-
spond to annualized 
real returns of 6.0% on 
equities, 2.1% on bonds 
and 1.0% on bills. 

• Besides revealing impres-
sive long-run equity re-
turns, it also sets the vari-
ous bear markets of the 
last century in perspec-
tive. Events that were 
traumatic at the time now 
appear just as setbacks 
within a longer-term 
secular rise. It highlights 
the extremes of stock 
market performance since 
1900, both negative  and 
positive. 

 
 
• The lower boxes high-

light real equity returns in 
the World Wars and the 
four worst bear markets – 
the Wall Street Crash, the 
1973–74 oil shock/world 
recession, the bursting of 
the internet bubble, and 
the credit/banking crash 
that (for equities) began 
in earnest in November 
2007. They show that the 
two world wars were less 
damaging to world equi-
ties (real returns of –18% 
and –12%) than the 
peacetime bear markets 
(real returns of –44% to –
54%). The worst bear 

market to date was the 
Wall Street Crash from 
1929 to 1931, when the 
world index fell by 54% 
in real, US dollar terms. 
However, this remains a 
close call. The peak to 
trough real return during 
the current banking/credit 
crash stands at –53%. If 
the current remission 
falters and we hit new 
lows, it could yet become 
the worst bear market on 
record. In its short nine-
year life, the 21st century 
already has the dubious 
honour of hosting two of 
the four worst bear mar-
kets in history. 
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An initial investment of USD 1 
would have grown in 
purchasing power by 582 
times. The corresponding 
multiples for bonds and bills 
are 9.9 and 2.9 times the 
i n i t i a l  i n v e s t m e n t , 
respectively.  
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