
January 2018

At the beginning of 2017, a common view among money managers and analysts was that the 
financial markets would not repeat their strong returns from 2016. Many cited the uncertain 
global economy, political turmoil in the US, implementation of Brexit, conflicts in the Middle East, 
North Korea’s weapons buildup, and other factors. The global equity markets defied their predic-
tions, with major equity indices in the US, developed ex-US, and emerging markets posting strong 
returns for the year.

2017 Market Review

The broad global advance underscores the 
importance of following an investment approach 
based on diversification and discipline rather 
than prediction and timing. Attempting to predict 
markets requires investors to not only accurately 
forecast future events, but also predict how markets 
will react to those events. The 2017 markets were a 
good reminder that there is little evidence suggesting 
either of these objectives can be accomplished on a 
consistent basis.

Instead of attempting to make predictions about 
future events, investors should appreciate that today’s 
price reflects the expectations of market participants 
and information about future expected returns. The 
following quote by the late Merton Miller, Nobel 
laureate, describes this view:
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“Everybody has some information. The function of 
the markets is to aggregate that information, evaluate 
it, and get it incorporated into prices.”   

- Merton Miller

The chart below highlights some of the year’s 
prominent headlines in the context of global stock 
market performance as measured by the MSCI All 
Country World Index-Investable Market Index 
(MSCI ACWI IMI). These headlines are not offered 
to explain market returns. Instead, they serve as a 
reminder that investors should view daily events 
from a long-term perspective and avoid making 
investment decisions based solely on the news.



The chart below offers a snapshot of the Canadian stock market based on the S&P/TSX Composite Index. 
The headlines should not be viewed as determinants of the market’s direction but as examples of events 
that may have tested investor discipline during the year.



GLOBAL DIVERSIFICATION IMPACT

Developed ex US markets and emerging markets generally outperformed US equities. As a result, a market 
cap-weighted global equity portfolio would have outperformed a US equity portfolio. 

Delving into individual countries, country level returns were mostly positive. Using the MSCI All Country 
World Index (IMI) as a proxy, 45 out of the 47 countries posted positive returns. Country level returns were 
dispersed even among those with positive returns. In developed markets, returns ranged from +10.36% in 
Israel to +51.39% in Austria. In emerging markets, returns ranged from –24.75% in Pakistan to +53.56% in 
Poland—a spread of almost 80%. Without a reliable way to predict which country will deliver the highest 
returns, this large dispersion in returns between the best and worst performing countries again emphasizes 
the importance of maintaining a diversified approach when investing globally. 

2017 MARKET PERSPECTIVE

Global equity markets posted another positive year of returns in 2017.  

In the U.S., the Russell 3000 Index recorded a 13.36% total return.   Returns among non-US equity markets 
were strong.  The MSCI EAFE Plus Emerging Markets returned +19.84%.     In contrast, the Canadian equity 
market had a moderately positive year - the S&P/TSX Composite Index returned 9.10%. 



This material is provided for general information and is subject to change without notice. Every effort has been made to compile this material from reliable sources 
however no warranty can be made as to its accuracy or completeness. Before acting on any of the above, please make sure to see me for individual financial advice 
based on your personal circumstances. Assante Capital Management Ltd. is a member of the Canadian Investor Protection Fund and is registered with the Investment 
Industry Regulatory Organization of Canada.

Past performance is no guarantee of future results. This information is provided for educational purposes only and should not be considered investment advice or a 
solicitation to buy or sell securities. There is no guarantee an investing strategy will be successful. Diversification does not eliminate the risk of market loss.

1 Dimensional Fund Advisors, “New Market Highs and Positive Expected Returns,” Issue Brief, 5 Jan. 2017.

Dimensional Fund Advisors LP is an investment advisor registered with the Securities and Exchange Commission.

danielsongroup.ca

ARE WE AT THE TOP?

As the S&P 500 and other indices reached all-time 
highs during the year, a common media question 
was whether markets were poised for a downturn.  
History tells us that a market index being at an 
all-time high generally does not provide actionable 
information for investors. 

For evidence, we can look at the S&P 500 Index 
for the better part of the last century. From 1926 
through 2017, the frequency of positive 12-month 
returns following a new index high was similiar 
to what is observed following months of any level. 
In fact, over this time period, almost a third of the 
monthly observations were new closing highs for 
the index. The data shows that new index highs 
have historically not been useful predictors of 

CONCLUSION

The year of 2017 included numerous examples of the difficulty of predicting the performance of markets, 
the importance of diversification, and the need to maintain discipline if investors want to effectively pursue 
the long-term returns the capital markets offer. 

With Best Wishes for 2018!
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