
 

 
 
 
 
 
 
 
 

 

2017 Fourth Quarter and Year End Summary 

 
 

Happy New Year. We wish you continued health and prosperity throughout 2018. 
 
This summary will be broken down into three segments including a review of our investment process, an overview of the 
markets globally and our portfolios during 2017. 
 
Process Overview 
 
2017 was one of the least volatile stock markets results in history. In fact, during the past year the S&P 500 did not 
experience a correction of 3% even once. With the US market moving steadily upwards, it is easy for investors to forget that 
markets are normally volatile, and sometimes violently so. 
 
The great financial crisis of 2008 is now a distant memory for most investors as the global stock markets have now enjoyed 
one of the longest bull markets since 1900. The current bull market which began in March 2009 is now 104 months in 
duration, while the average since 1900 is approximately 41 months. Given this extended bull market it is easy to forget the 
peak to trough 50% market declines during 2000-2003 and 2007-2009. The average bear market decline is approximately 
30%. 
 
Can we expect another nine years of this current bull market? Probably not. One key to successful long term investing is to 
minimize portfolio losses during bear markets, which also helps to reduce anxiety and poor investment behavior.   
 
To help minimize this behavior we created a number of global portfolios that adapt to changing market conditions, as well 
as utilize a variety of assets classes beyond traditional stocks and bonds. Global exposure is important as it provides 
opportunities beyond Canada’s borders. Canada represents just 3% of the world stock markets market capitalization, and 
has produced approximately 1/3 of the returns of the S&P 500 in Canadian dollars during the past five years. 
 
Our process focuses on the universal law of supply and demand. Assets with demand exceeding supply will rise in value, 
and will fall when supply exceeds demand. As demand and supply is constantly changing our process measures these 
changes and adjusts the portfolios accordingly. 
 
The process works exceptionally well over time. It works best when there are long term trends occurring within the various 
markets. However, it is less effective when the markets rotate from one asset to another, or during choppy or trendless 
markets. 
 



 

 

The goal of the process is to minimize the portfolios downside volatility, while aiming to capture most of the upside returns. 
 
Market Overview 
 
It was a quiet end to the year for North American stocks, as the Santa Claus Rally failed to pad investors’ portfolios 
following the Christmas holiday. However, a soft end to 2017 wasn’t enough to dent an otherwise stellar year for securities 
and speculators more generally.  
 
Canadian stocks underperformed their Wall Street and global counterparts for 2017. Although the outlook remains 
somewhat mixed, the bottoming of the oil-price collapse combined with a stronger economy could provide a catalyst for the 
slow-moving TSX.   
 
The major U.S. stock averages returned between 18% and 25% over the course of 2017. That included 71 record highs for 
the Dow Jones Industrial Average.1 It was also the first time ever that the Dow reached four 1,000-point milestones in a 
year.2  
 
The so-called Trump reflation trade largely sustained the equities surge, with investors rallying behind a cocktail of pro-
growth policies designed to revamp the domestic economy. Along the way, markets benefitted from strong corporate 
earnings and signs of a rebounding global economy. 
 
Domestically, the economy produced its fastest six-month expansion in three years. This included back-to-back quarters of 
at least 3% growth.3 The growth, which was largely guided by stronger business investment, defied weather-related 
disruptions in the Gulf of Mexico and Florida peninsula during late summer.  
 
Despite a slow end to 2017, the bulls have regained control at the start of January, with the Dow, S&P 500 and Nasdaq 
hitting multiple record highs through the first week of the year. 
 
After a difficult first year in office, U.S. President Donald Trump scored his first major legislative victory in December after 
both houses of Congress approved a $1.5 trillion tax reform bill. The president officially signed the new piece of legislation 
Dec. 22 after the House and Senate gave their blessings.  
 
“All of this, everything in here, is really tremendous things for business, for people, for the middle class, for workers,” Trump 
said as he signed the bill in Washington. “I consider this very much a bill for the middle class and a bill for jobs.” 
 
The new legislation, which came into effect this month, slashed corporate taxes to 21% from 35% and made sweeping 
changes to how income taxes are bracketed. Analysts say the vast majority of taxpayers will see relief through 2025, when 
certain measures are set to expire. 4  
 
Canadian Stocks 
 
Canadian stocks had a disappointing year by comparison, and it was only until September that the TSX returned to growth. 
The benchmark index returned roughly 6% for 2017, including a 1% gain for the December. Since the start of the month, 
the TSX has registered new all-time highs, a sign that the equities euphoria was finally spreading north.  
 
The TSX’s large energy component was one of the biggest drags on growth during 2017, as oil producers in Alberta slowly 
recovered from a multi-year downturn that had earlier pulled the region into a minor recession. Canadian stocks with heavy 



 

 

exposure to U.S. markets were also adversely affected by a stronger loonie, which rose more than 7% against the 
greenback throughout 2017.5 
 
Portfolio Overview 
 
We utilize a variety of asset classes and stock portfolios within our Global Growth, Balanced and Income Portfolios. The 
actual percentage of the portfolio allocated to each asset class changes throughout the year depending on the relative 
demand and supply of each asset class. As you would expect, some of the asset classes produced positive returns while 
others produced negative. 

 
 
 
 
 
 
 
 
 
 
 
 

In each of our Global portfolios we maintain a number of core positions including Canadian stocks, U.S. stocks, bonds and 
preferred shares. As well, the portfolios have a “rotation” portion that is dependent on the supply and demand relationship 
of the various asset classes we monitor. The top three asset classes globally garner additional weightings, and change over 
time when the demand changes.  
 
During 2017, the US stock market was ranked the #1 asset class for the majority of the year, while international markets 
such as the emerging markets was ranked #2 most of the year. Canadian equity or Canadian real estate garnered the third 
position. Interestingly, with the anticipation of rising interest rates in Canada, Canadian bonds as an asset class never 
ranked in the top three beyond January 2017. 
 
In anticipation of higher interest rates, in February we reduced our exposure to Canadian bonds in favour of owning more 
preferred shares through individual holdings as well as through the iShares Preferred Exchange Traded Fund. This 
transaction provided higher fixed income returns, as well as a more favourable tax treatment when outside of registered 
accounts. 
  
Our Global portfolios maintain a core position in Canadian and U.S. stocks. We use the same process for selecting stocks 
in each market. The results of each portfolio illustrate the tale of two markets and identifies the strengths and the  
weaknesses of the process. The process is designed to capture strong trends in stocks and sectors. In the US market, very 
strong ongoing trends occurred in semiconductor and technology stocks leading to very strong returns. In our universe of 
large cap Canadian stocks, the markets did not experience significant sector or stock leadership. Rather, many of our 
stocks experienced short burst of strength only to be followed by bursts of weakness resulting in weak performance for the 
Canadian stock portfolio. As in the past, new leadership will eventually be established and we expect to participate in strong 
ongoing trends when they do appear. 
 
 
 

  Equity Growth Balanced Income 2017 
  Portfolio Portfolio Portfolio Portfolio Results 

Asset Class 
Weight 
% 

Weight 
% 

Weight 
% 

Weight 
% 

(Before 
fees) 

US Stock Portfolio (CDN$) 30% 20% 15% 10% 28.0% 
Canadian Preferred Shares 0% 21% 21% 32% 6.4% 
Rotation Portfolio 40% 39% 39% 19% 5.6% 
Bond Portfolio 0% 0% 10% 29% 2.4% 
Canadian Focused Growth 30% 20% 15% 10% 0.6% 
Total 100% 100% 100% 100%   



 

 

You can view the results of all our Global Multi Asset Portfolios and individual stock portfolios here. 
  
 
2018 Looking Ahead 
 
Market momentum is strong heading into the first week of 2018. This will likely continue for the foreseeable future, at least 
until the spring/early summer when seasonality begins to favour the bears. Over that period, market movement could 
become range bound with periodic spikes like the one we saw at the start of the year.  
 
In the United States, valuations remain on the higher side of the historical norms, and it remains to be seen whether the 
Trump administration can deliver on a range of other policies tied to infrastructure, healthcare and deregulation.  
 
Domestically, speculators are gearing up for the cannabis boom as the federal government gets set to legalize recreational 
marijuana on Canada Day. Appetite for speculation is high, as demonstrated by the meteoric rise of bitcoin and the broader 
cryptocurrency market. By the first week of January, the total value of all cryptocurrencies in circulation crossed $750 
billion, with lesser known ‘altcoins’ making their presence known. This is definitely one market to keep an eye on throughout 
the course of 2018.  
 
We look forward to helping you achieve your goals and dreams in 2018. If you have any questions regarding this summary, 
or your investment portfolio, please call us. 
 
Sincerely, 
 

Ferrie Petruccelli Wealth Management Group 
 
David Ferrie, Portfolio Manager, Managing Director 
T: 416-590-7667 david.ferrie@nbpcd.com  
 
Anthony Petruccelli, Portfolio Manager, Financial Planner 
T: 416-590-7675 anthony.petruccelli@nbpcd.com  
 
Gabriela Boada, Investment Representative 
T: 416-590-7637 gabriela.boada@nbpcd.com 
 
Our Partners 
Tim Simpson, Estate & Insurance Advisor 
T: 416-359-7798 timothy.simpson@nbpcd.com 
 
Tracy McClure, Director, Wealth Planning 
T: 905-404-8929 tracy.mcclure@bmonb.com 
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The comments included in this publication are not intended to be a definitive analysis of tax applicability or trust and estates law. The comments contained herein are 
general in nature and professional advice regarding an individual's particular tax position should be obtained in respect of any person's specific circumstances. 
BMO Wealth Management is the brand name for a business group consisting of Bank of Montreal and certain of its affiliates, including BMO Nesbitt Burns Inc., in 
providing wealth management products and services. ®"BMO (M-bar roundel symbol)" is a registered trade-mark of Bank of Montreal, used under licence. ® "Nesbitt 
Burns" is a registered trade-mark of BMO Nesbitt Burns Inc. BMO Nesbitt Burns Inc. is a wholly-owned subsidiary of Bank of Montreal.  
If you are already a client of BMO Nesbitt Burns, please contact your Investment Advisor for more information. BMO Nesbitt Burns Inc. is a Member-Canadian 
Investor Protection Fund. Member of the Investment Industry Regulatory Organization of Canada. 

 
 
_______________________________________________________________ 
 
Sources 

1 Ryan Vlastelica (Dec. 28, 2017). “Dow ends at 71st record close of 2017 as U.S. stocks end modestly higher.” Market Watch. 

2 Kimberly Amadeo (Jan. 4, 2018). “Dow Highest Closing Records.” The Balance.  

3 Jeffry Bartash (Nov. 29, 2017). “Third-quarter GDP raised to 3.3% to mark fastest U.S. economic growth in three years.” Market Watch. 

4 BBC News (Dec. 20, 2017). “Trump hails 'largest tax cut' in US history.” 

5 Fergal Smith (Dec. 29, 2017). “Canadian dollar strengthens, climbs more than 7 per cent in 2017.” The Globe and Mail.  

 

 



 

 

 


