
 

 
 

Commentary for the Third Quarter of 2015  
 
The third quarter of 2015 proved to be a bumpy ride for global markets. The major factors contributing 
to the volatility include the continued slump in oil prices, slowing growth in China, and fears surrounding 
the U.S. Federal Reserve’s (Fed) first interest-rate hike. The U.S. stock market corrected in August, with 
the S&P 500 falling 12.5% from its recent high, and recovering slightly to end the quarter down 6.44%.  It 
was the market’s first correction since 2011.  
 
The Canadian economy continued to experience the effects of the oil price collapse and slow global 
growth. The S&P/TSX Composite Index experienced weak performance during the quarter, down 7.86% 
on a total return basis, and the loonie depreciated by 6.6% against the U.S. Dollar over the quarter, now 
down 14.2% year to date. The continued contraction of the Canadian economy has caused a flurry of 
recession talk. However, despite the recent economic weakness, employment numbers and specific 
regional strength suggest the fundamentals of the economy are solid enough to avoid a recession. 
 
 A major focus of global investment markets this quarter was whether or not the Fed would raise rates 
this quarter. In the end, the Fed’s decision was to leave interest rates unchanged.  The Federal Open 
Market Committee released a statement indicating that “recent global economic and financial 
developments may restrain economic activity somewhat and are likely to put further downward 
pressure on inflation in the near term”.  The facts support this position as inflation is still far below the 
2% Fed target compared to past cycles, and domestic GDP growth is much lower than it was during 
previous rate hikes.  Our fixed income managers’ view is that interest rates are going to stay lower for 
longer.  As a result, they have generally increased the duration of their portfolios over the past two 
quarters.  
 
International markets experienced elevated volatility, especially during the month of August.  EAFE 
(Europe, Australasia, and Far East) equities ended the quarter down 10.19% in local currency terms.  
While there is no single catalyst for the volatility, there was a mix of interrelated factors: the slump in 
commodities, the collapse in global growth and inflation expectations, and the slowing Chinese 
economy.  China’s slowdown has posed a serious challenge to global growth, particularly in emerging 
market economies. 
 
In fact, much of the change we saw over the past quarter is related to China. They are rebalancing their 
economy toward services and consumption while trying to keep up growth previously fuelled by credit 
and investment. The Chinese currency was devalued, and many Chinese economic indicators continued 
to slow. The slowdown is largely centered in the northern part of China, a region known for heavy 
mining and commodity production and, therefore, vulnerable to low commodity prices. It is also worth 
noting that China’s economy has been slowing for several years; not surprising given that no economy 
can grow at double-digit growth rates indefinitely.  Our International investment managers have 
recognized this fact and, as a result, have avoided investing in China and emerging market economies 
that export commodities to China as they would be most vulnerable to the slowing growth. Instead, our 
investment managers have been focusing on economies with good internal demand and those that 
would be beneficiaries of low commodity prices such as Korea and India.  All emerging market countries 
have been painted with the same negative brush. However, according to our global bond specialist 
many emerging markets are in a strong fiscal position. As a result, we have taken this opportunity to 
increase exposure selectively.   
 



 

 
 

As we enter the fourth quarter, it is important to remember that long-term financial plans are designed 
to allow for short-term volatility – and we do expect this heightened volatility to persist. It is impossible 
to eliminate all risk and generate reasonable returns. Counsel’s investment approach combines sound 
portfolio construction and asset allocation strategies designed to minimize risk, and improve long-term 
stability. Through the contribution of Counsel Global Trend Strategy, our portfolios have taken a 
defensive position in this volatile environment by shifting a portion of assets to cash. In addition, we are 
reorienting the asset mixes of our Strategic portfolios to emphasize a greater weight in non-North 
American markets, a decrease in small cap equities, and an increase in the weight of Counsel Global 
Trend Strategy. Ultimately, the best investment strategy is to have a sound financial plan that reflects 
your unique investor profile and long-term financial goals. Speak with your Financial Advisor to ensure 
your portfolio is properly diversified and positioned to meet your investment objectives under any 
market conditions.   
 
Sincerely,  
 

 
Corrado Tiralongo, 
Chief Investment Officer 
Counsel Portfolio Services 
 
 
 
DISCLAIMERS 
 
This report may contain forward-looking statements which reflect current expectations or forecasts of future 
events. Forward-looking statements include statements that are predictive in nature, depend upon or refer to 
future events or conditions, or include words such as: “expects”, “anticipates”, “intends”, “plans”, “believes”, 
“estimates”, “preliminary”, “typical” and other similar expressions. In addition, these statements may relate to 
future corporate actions, future financial performance of a fund or a security and their future investment 
strategies and prospects. Forward-looking statements are inherently subject to, among other things, risks, 
uncertainties and assumptions which could cause actual events, results, performance or prospects to differ 
materiality from those expressed in, or implied by, these forward looking statements. These risks, uncertainties 
and assumptions include, without limitation, general economic, political and market factors in North America and 
internationally, interest and foreign exchange rates, the volatility of global equity and capital markets, business 
competition, technological change, changes in government regulations, changes in tax law, unexpected judicial or 
regulatory proceedings, catastrophic events and the ability of the investment specialist to attract or retain key 
employees.  The foregoing list of important risks, uncertainties and assumptions is not exhaustive. Please consider 
these and other factors carefully and not place undue reliance on forward-looking statements. The forward-
looking information contained in this report is current only as of the date of this report. There should not be an 
expectation that such information will in all circumstances be updated, supplemented or revised whether as a 
result of new information, changing circumstances, future events or otherwise.  Commissions, trailing 
commissions, management fees and expenses all may be associated with mutual fund investments. Please read 
the Simplified Prospectus before investing. The indicated rates of return are the historical annual compounded 
total returns including changes in unit value and reinvestment of all distributions and do not take into account 
sales, redemption, distribution or optional charges or income taxes payable by any security holder that would have 
reduced returns. The indices cited are widely accepted benchmarks for investment performance within their 
relevant regions, sectors or asset class, represent non-managed investment portfolios, exclude management fees 
and expenses related to investing in the indices, and are not necessarily indicative of future investment returns. 
Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated.  


