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Q4 2018 Market Summary
Volatility resurfaces in 2018
After an unusually calm year of solid performance for capital markets in 2017, investors
experienced a much bumpier ride in 2018. Downward volatility resurfaced in the first
quarter, and though markets moved generally higher through the summer months, a
sharp sell-off in the fourth quarter meant that most asset classes registered negative
returns for the year.
For Canadian investors in foreign markets, losses were mitigated somewhat by the weakness of the Canadian dollar,
which declined about 8% relative to the U.S. dollar for the year. Here is a brief summary of how some of the major
markets and asset classes performed during the period:
Capital market results
• U.S. equities posted some of the best results among global assets in 2018, with the S&P 500 Index reaching an
all-time high and setting a record for the longest bull market on record in the third quarter. After the fourth
quarter sell-off, however, the index finished the year with a loss of 4.4% (a gain of nearly 4% in Canadian dollar
terms).
• Canada’s S&P/TSX Composite Index, meanwhile, was weighed down by themes that included plunging energy
prices as well as weakness in materials and financial services. The Canadian benchmark finished the year with a
loss of 8.9%.
• The MSCI World Index, a broad measure of developed market equities, fell 8.2% in U.S. dollars (-0.2% in
Canadian dollars).
• Central banks in North America continued to gradually raise interest rates throughout 2018. Ten-year U.S. and
Canada government bond yields rose and peaked early in the fourth quarter, but fell through November and
December to end lower for the year. The FTSE TMX Canada Universe Bond Index, which broadly reflects results
for the Canadian government and investment-grade corporate bond market, gained about 1.4% over the 12month period.
Some perspective on volatility
• Although it is always difficult to pinpoint a single reason, several economic and geopolitical developments
have been linked to 2018’s market gyrations. These include increasing trade friction between the U.S. and its
trading partners, particularly China, and the fraught Brexit negotiations between the U.K and the European
Union. Rising short-term interest rates in North America are leading to tighter financial conditions, while slower
economic activity has weighed on commodity prices – particularly oil – and the materials and energy sectors.
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• Regardless of the cause, there is no doubt that market turbulence can be unsettling for investors, and last
year’s volatile performance was particularly surprising following 2017’s steadiness. The reality, however, is that
downside market volatility is normal.
• The chart below shows that in most years, the S&P 500 will experience several days in which the value of the
index drops by 2% or more. In this context, 2017 was an outlier with nearly non-existent volatility. Last year,
with 15 days registering losses of 2% or more, the level of volatility for the index returned to a more “normal”
range.

Downside volatility is normal
The number of days the S&P 500 fell by -2% or more

The outlook for 2019
• In contrast to last year’s consensus outlook that pointed to a synchronized global economic expansion,
many experts now believe we are in the late stages of the economic cycle, with global growth slowing and
downside risks increasing. Nevertheless, developed economies are expected to grow throughout the
coming year and inflation remains moderate. Global interest rates are low by historical standards, allowing
corporations the flexibility to strengthen their balance sheets and invest in the future of their businesses.
These conditions suggest a cautiously optimistic outlook for markets in 2019.
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This document is provided as a general source of information and should not be considered personal, legal, accounting, tax or investment advice, or an offer or a solicitation to buy or sell
securities. Every effort has been made to ensure that the material contained in this document is accurate at the time of publication. However, CI Investments Inc. and its affiliates and related
entities cannot guarantee its accuracy or completeness and accepts no responsibility for any loss arising from any use or reliance on the information contained herein. All charts and
illustrations in this document are for illustrative purposes only. They are not intended to predict or project investment results. Individuals should seek the advice of professionals, as
appropriate, regarding any particular investment. Investors should consult their professional advisors prior to implementing any changes to their investment strategies.
The information in this summary is derived from various sources, including CI Investments, Signature Global Asset Management, Cambridge Global Asset Management, Globe and Mail,
National Post, Bloomberg, Yahoo Canada Finance, and Trading Economics. Index information was provided by TD Newcrest and PC Bond, and all quoted equity index returns are on a total
return basis (including dividends).
Certain statements in this document are forward-looking. Forward-looking statements (“FLS”) are statements that are predictive in nature, depend upon or refer to future events or
conditions, or that include words such as “may,” “will,” “should,” “could,” “expect,” “anticipate,” “intend,” “plan,” “believe,” or “estimate,” or other similar expressions. Statements that look
forward in time or include anything other than historical information are subject to risks and uncertainties, and actual results, actions or events could differ materially from those set forth in
the FLS. FLS are not guarantees of future performance and are by their nature based on numerous assumptions. Although the FLS contained herein are based upon what CI Investments Inc.
and the portfolio manager believe to be reasonable assumptions, neither CI Investments Inc. nor the portfolio manager can assure that actual results will be consistent with these FLS. The
reader is cautioned to consider the FLS carefully and not to place undue reliance on FLS. Unless required by applicable law, it is not undertaken, and specifically disclaimed that there is any
intention or obligation to update or revise FLS, whether as a result of new information, future events or otherwise.
®CI Investments and the CI Investments design are registered trademarks of CI Investments Inc.
Published January 15, 2019.

