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Every year brings its share of surprises. But how many of us could have imagined/predicted that 
2016 would see the Chicago Cubs win the World Series, Bob Dylan receive the Nobel Prize in Liter-
ature,  Britain voting to leave the European Union , Donald Trump elected president, and the Dow 
Jones Industrial Average close out the year a whisker away from 20,000?

A Look Back at 2016

The answer is very few—a lesson that investors would be 
wise to remember. 

At year-end 2015, financial optimists seemed in short 
supply.  Not one of the nine investment strategists 
participating in the January 2016 Barron’s Roundtable 
expected an above-average year for stocks.  Six expected 
US market returns to be flat or negative, while the 
remaining three predicted returns in single  digits at best.  
And according to the same group of experts, prospects for 
global markets appeared no better.     

Results in early January 2016 appeared to confirm the 
pessimists’ viewpoint as markets fell sharply around 
the world; the S&P 500 Index fell 8% over the first 10 
trading sessions alone.   The 8.25% loss for the Dow Jones 
Industrial Average over this period was the biggest such 
drop throughout the 120-year history of that index.  Then 
things seemingly got worse.  
  
By February 11th, the S&P 500 was down 11% in what 
was termed, ‘the worst first six weeks in equity market 
history’.  Plunging share prices for leading banks had 
many observers worried that another financial crisis was 
brewing.   Shares of the five largest US banks slumped 
nearly 5%, down 23% for 2016 (Dimensional Fund 
Advisors).

Oil prices fell sharply. Worries about an economic debacle 
in China re-entered the news cycle. Stock markets in 

France, Japan, and the UK registered losses of more than 
20% from their previous peaks, one customary measure 
of a bear market. 

Meanwhile, a number of well-regarded professional 
investors argued that the next downturn was fast 
approaching. One prominent activist in May predicted a 
“day of reckoning” for the US stock market, while another 
reportedly urged his fellow hedge fund managers at a 
conference to “get out of the stock market”.

In June, the market went down nearly 6% in a (trading) 
day and half following the Brexit vote.

And there was a moment in November, somewhere 
around 2am eastern time after the U.S. presidential 
election, that futures on the Dow Jones Industrial Average 
went down nearly 800 points as investors expressed fear 
that no one would emerge victorious along with concerns 
about the inherent uncertainties brought on by a Trump 
White House. 

It might be surprising then that by year’s end, 2016 turned 
out to be a positive year for equity markets around the 
world.   Then again, why should we be surprised?  After 
all, going back to 1980, the annual returns of the S&P 500 
have been positive 28 out of these 37 years and the index 
has gone from 106 at the beginning of 1980 to 2238 at 
year-end 2016 (JP Morgan Asset Management).  
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Once again, we are reminded of a great lesson to be drawn 
from all this data – ‘temporary market declines have been 
very different from permanent loss of capital and that the 
most effective antidote to volatility has simply been the 
passage of time’.
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Figure 2

Over the long-term, pessimism has always turned out 
horribly wrong and has usually done so sooner rather 
than later – turns out, it pays to be an optimist.
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Annualized Performance
as of Dec 31/16  (Cdn$)

  Benchmark Index 1 Yr 5 Yr 10 Yr 15 Yr 20 Yr

  Citi World Gov't Bond Index 1-5 Years (hedged to CAD) 1.34 1.98 3.01 3.25 3.92

  FTSE TMX Canada Universe Bond Index -0.50 3.22 4.78 5.39 5.82

  MSCI EAFE plus Emerging Markets Index (net div.) 0.20 11.24 2.30 4.56 n/a

  Russell 3000 Index 9.41 21.18 8.60 5.90 7.75

  S&P/TSX Composite Index 21.08 8.25 4.72 7.43 7.31

  S&P Global REIT Index (net div.) 2.65 16.00 3.58 7.56 n/a

Sources:
Citigroup (Citi World Government Bond Index 1-5 Years), Scotia Capital (FTSE TMX Canada Universe Bond Index), MSCI (MSCI EAFE plus Emerging Markets Index), Russell 
Investment Group (Russell 3000 Index ), S&P Dow Jones Indices LLC (S&P / TSX Composite Index),  Standard & Poors Index Services Group (S&P Global REIT Index).

Core Beliefs:

We don’t forecast the economy, we make no attempt to 
time the markets, and we cannot consistently project 
future relative performance of specific investments based 
on past performance.

We are planners and not prognosticators.  Therefore, we 
practice the principles of long-term investing that have 
most reliably yielded favourable long-term results over 
time:  planning; a rational optimism based on experi-
ence, patience and discipline.

We will never have all of the information we want, in 
terms of what is about to happen because we invest in 
and for an essentially unknowable future.    

Successful investing is goals-focused and planning driv-
en – for important things such as education, retirement, 
and legacy planning.   Current events in the economy 
and the markets serve as a distraction of one sort or 
another.   

Successful investors act based on changes in financial 
goals – tuning out fears and fads of the moment – while 
unsuccessful investors tend to continually react to eco-
nomic and market news.

Our highest value services are planning and behavioural 
coaching – helping you avoid overreacting to market 
events both negative and positive.

These are the fundamental building blocks of our wealth 
management & investment advice and we look forward 
to continue serving you and your family in 2017 and in 
the years and decades to follow.

Wishing you a healthy, happy, and prosperous 2017!!

Danielson Group Wealth Management


