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K E Y  T A K E A W A Y S

Many stock indexes worldwide 
rallied to record highs at the 
end of 2020.

In response to the pandemic, 
global central banks injected 
nearly $8 trillion of monetary 
support into financial markets 
in 2020.

The most prominent economic 
harm caused by the pandemic 
is rising government debt.

Governments eventually will 
need to consider a combina-
tion of tax hikes and spending 
cuts to balance their budgets.

The Capitol riot makes evident 
that right-wing nationalism is 
on the rise in the U.S. and 
could be a cause of political 
and market instability for years 
to come.

Canada is well-positioned for a 
post-vaccine rebound. Unlike 
the U.S., political gridlock isn't 
a concern, nor is fiscal support 
for the recovery.

2020 was a year of extraordinary economic and 
market turbulence, capped by a winter resur-
gence in coronavirus spread. Yet, thanks to 
substantial monetary and fiscal interventions, 
the year ended with a roaring stock market and 
relatively little evidence of long-term damage to 
the major economies.

In response to the pandemic, global central 
banks injected nearly $8 trillion of monetary 
support into financial markets, mostly in the 
form of quantitative easing.

As a result, interest rates fell and asset prices 
went up. With the U.S. election in the rear-view 
mirror and vaccine distribution underway, 
investors have become more bullish than ever, 
pushing indexes to record highs.

On the fiscal side, governments rolled out 
generous wage subsidies and job-retention 
programs, keeping vulnerable businesses afloat 
and preventing unemployment rates from 
rising significantly in most countries.

The most prominent economic harm caused by 
the pandemic is rising government debt. Gross 
government debt for the G7 economies will 
increase by 23% of gross domestic product 
(GDP) in 2020, according to a projection by the 
International Monetary Fund (IMF).

Historically, the higher their debt levels, the 
more vulnerable governments are to future 
interest-rate hikes. Still, any severe repercus-
sions are unlikely to arrive soon, given that the 
U.S. Federal Reserve has said it will keep rates 
near zero until it's confident that the economy 
has weathered recent events.
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Governments eventually will need to consider a combination of tax hikes and spend-
ing cuts to balance their budgets, but concern over slowing the recovery makes this 
improbable for the near future.

Risk factors

The ending of the uncertainty around the U.S. election has removed one significant 
near-term risk for investors. However, the Capitol riot makes evident that right-wing 
nationalism is on the rise in the U.S. and could be a cause of political and economic 
instability for years to come.

The successful development of effective vaccines and the start of the vaccine rollout 
have been confidence builders for investors and the economy. But the virus resur-
gence, as well as the emergence of new, faster-spreading variants, means health-re-
lated risks to sentiment and economic growth are likely to remain elevated until 
vaccine distribution is widespread.

Global outlook

Many stock indexes worldwide rallied to record highs at the end of 2020, and most 
major economies entered 2021 with recovery momentum following the global econo-
my shutdown. If things stay on track, prospective economic reopenings will likely lead 
to broadening expansions as the year unfolds.

Currently, the virus' winter resurgence has many countries battling near-term, pan-
demic-driven headwinds, but China is off to a faster start due to its more effective 
containment measures.

Although Europe is currently contending with a spike in COVID-19 cases, the pan-
demic's negative effects on economic activity have lately been less severe than 
during the spring, and major business cycle momentum indicators, such as business 
confidence and manufacturing, have remained buoyant.

Spotlight on the U.S.

As the coronavirus sped around the globe in 2020, the U.S. stock market took a wild 
ride of its own, crashing more than 33%, recovering in record time and then soaring 
to new highs.
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At this time, riskier assets, which are trading near the top of their historical ranges, 
would appear to have priced in the positive news associated with the vaccine rollout 
and the end of the election cycle.

Futures indexes reached all-time highs under the Trump presidency, but it's uncer-
tain that the bull market will continue under the Biden presidency. Biden has pledged 
to reverse the Trump administration's corporate tax cuts, credited by analysts with 
helping drive the market gains. Biden has also talked about raising capital gains rates 
for the country's high earners.

In a recent CNBC poll of more than 100 chief investment officers and portfolio man-
agers, 67% said they believe the first four years of a Biden administration will be 
more challenging for stocks than Trump's first four years.

At the end of 2020, the U.S. government approved roughly $900 billion of additional 
emergency fiscal stimulus, and the new Biden administration will quickly come under 
intense pressure from its left flank to help steer an even more generous stimulus bill 
through the Democratic Congress. 

Canada's performance

2020 was a roller coaster ride for Canadian investors, too. The S&P/TSX Composite 
dropped 21.6% in Q1 before ending the year 2.17% in the positive. The index 
returned a healthy 8.1% in Q4.

Information technology was the top-performing sector at +54.6 for the year. Signifi-
cantly, the gains were driven primarily by Shopify, which alone accounted for more 
than twice the entire market cap gain for the TSX in 2020 (the TSX was down for the 
year without Shopify.)

Canada is well-positioned for a post-vaccine rebound. Unlike the U.S., political grid-
lock isn't a concern, nor is fiscal support for the recovery.

Further, Canada's commodity exports, particularly oil, will benefit from the rebound 
in the global economy, and the strong housing market should serve as a foundation 
for economic activity.

The near-term risk is that virus cases are rising at a worrying pace, forcing provincial 
policymakers to reimpose business restrictions.
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What's next?

In 2020, disciplined investors once again were rewarded for staying invested in the 
financial markets despite troubling headlines and a challenging environment.

For 2021, the wisdom will be to maintain that same level of discipline, patience and 
long-term focus, while acknowledging returns may moderate from the past.

Getting Advice

Are you looking for additional perspective on the financial markets and how they 
might affect your portfolio?

We encourage you to talk to us. Speak to your Financial Advisor or contact investor 
services at 1-800-608-7707.

M A R K E T  M O N I T O R   (Returns in CAD)

MARKET INDICATORS

S&P/TSX Composite

Dow Jones

MSCI World

MARKET CLOSE*

17433.36

30606.48

2690.04

*As at Dec 31, 2020

2019 ANNUAL RETURN

 +19.13%

+16.54%

 +19.25%

2020 Q4 ACTUAL*

+ 8.14%

+ 10.17%

+ 13.63%

2020 YTD ACTUAL*

+2.17%

+ 7.25%

+ 14.06%


	01
	02
	03
	04

