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January in Review

Markets got off to a slow start for the year, with equities and bonds
generally declining in January. U.S. markets dipped, with the S&P 500
down 1.0% and the Dow Jones Industrial Average down 2.0%. The
EAFE index, representing international developed markets, lost 11%.
The MSCI Emerging Markets index was an outlier, with a strong gain of
3.0% led by performance in Hong Kong and South Korea. In Canada,
the S&P/TSX Composite declined 0.3%, with notable weakness in
Consumer Staples, Materials, and Industrials sectors, which were down
5.3%, 3.5%, and 2.9%, respectively. WTI crude oil continued to gain, up
7.3% in January, and up 41.1% over the past three months. Gold moved
lower by 2.6%. Bonds moved lower, with the FTSE Canadian Universe
Bond index down 11%.

Here are some of January’s most notable headlines:

U.K. approved COVID-19 vaccine developed by Oxford University
and AstraZeneca. Britain is the first country to approve this vaccine.
While the country has already administered hundreds of thousands

of shots of the vaccine developed by Pfizer and BioNTech, this new
vaccine is expected to play an important role in quickly getting people
vaccinated. Prime Minister Boris Johnson’s government has ordered
100 million doses of the new vaccine, which is notable for being cheaper
and easier to distribute than some of its rivals.

Oil prices surged on news of OPEC+ deal. The Organization of
Petroleum Exporting Countries (plus Russia) surprised the market in
January with a deal to cut production. While Russia and Kazakhstan
will make tiny production increases, Saudi Arabia will cut production
by one million barrels per day. Saudi Arabia’s move to lift prices can
be viewed as an effort to take pressure off weaker OPEC members’
budgets, to ensure compliance and discipline with OPEC agreements.
Oil prices rallied on the news, with WTI and Brent crude rising to nine-
month highs.

The “Reddit rally” caused volatility among stocks championed on
online forums. A handful of previously out-of-favour stocks with large
short interest saw wild volatility in January, led by retail traders. The
shares of companies such as GameStop, AMC, Koss, and BlackBerry
rallied, as investors attempted to drive the prices higher to create a
“short-squeeze”’, whereby investors who had bet against the stocks
would be forced to buy the shares to cover their positions, thus driving
the share prices higher still. The stocks involved were discussed on
online forums, such as on Reddit. Hedge funds and other short sellers
suffered large losses, and were forced to sell other unrelated stocks to
cover the losses.

Did you know?

Retirement is Leading Financial
Priority for Canadians

Arecent Scotia Global Asset
Management Investor Sentiment
survey indicated retirement savings
ranked as Canadian’s most important
financial priority. The survey
revealed 45% of respondents believe
contributing to their long-term
investments as their top focus, up
from 41% in May 2020. Day-to-day
cashflow and expense management
and paying down debt ranked as the
most important priority for 16% and
15% of Canadians, respectively. The
survey also indicated that personal
savings is the leading income source
that Canadians expect to rely onin
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retirement. Seventy-nine percent of
non-retired and 75% of semi-retired
and retired Canadians expect to rely
on personal retirement savings such
as RRSPs, TFSAs and savings accounts
as a source of income in retirement.
The Canada Pension Plan or Quebec
Pension plan also ranked highly with
68% of non-retired and 82% of semi-
retired and retired Canadians citing
these as a source of income they
expect torely onin retirement.

March 1,2020 is the deadline to make
your RRSP contribution for the 2020
tax year. This year’s maximum is 18% of
your 2020 income (minus any pension
adjustment) to a maximum of $27,230,
plus any unused contribution room.
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