
  

 

 

  

 

 

 

 

Market Update  
February 2020  

Important Topic: 
Benefits of Diversification  
First and foremost, diversification argues that 
one should not put all of one’s eggs in one basket.  
Not knowing which basket will outperform in the 
short term, and knowing that each basket plays 
a role in the long term success of the portfolio,  
we invest across a broad range of asset classes.  

Second, one attempts to combine asset classes 
that are not correlated.  What this means is that 
while some asset classes are performing poorly 
others are performing well.  This has two very  
important benefits.  

The first benefit is that one has a less volatile 
experience.  Instead of violently rising and falling 
at the mercy of one asset class, additional asset 
classes dampen the volatility and allow one to 
sleep better at night.  

The second benefit comes from our rebalancing.  
Assuming, as shown over time, that asset class 
returns revert back to their long term averages,  
we want to sell parts of those asset classes 
performing above their long term average and 
we want to buy parts of those asset classes 
performing below their long term average.  By 
doing this we are able to buy pieces that are 
‘cheap’ and sell pieces that are ‘expensive’.  This 
is not always easy.  Emotionally we like to buy 
more of what is doing well and find it hard to 
buy that which is performing poorly.  

Importantly, note that switching from one to 
another is not a matter of market timing.  It is 
a matter of market performance.  If we put $50 
dollars in two different asset classes and after 
two years one has $60 and the other has $52,  
we move $4 form one to the other – regardless 
of what is going on in the market. 

It is the discipline to act that is difficult.  But that  
is one of the reasons we are here.  

Market Update – February 2020  
The last week of February saw one the fastest, if 
not the fastest, 10% declines in the stock market. 
Additionally the decline was broad based.  
While the decline has been attributed to the 
heightened fear over continued spread of the 
Coronavirus, companies that have no or limited 
connection to the virus and its repercussions 
where equally hit.  

I am therefore of the belief that the much of 
what we saw was a selling of the indices.  Over 
the past few years Index investing has become 
very popular.  It offers quick diversification and 
a broad exposure to a basket of stocks.  It is 
less risky than trying to pick one or two stocks 
and the price of the indices has gotten quite 
low.  However, now when one is panicked, one 
sells the index, sells the entire market, without 
distinction of which stocks should be sold and 
which should not.  
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The result is that some excellent stocks have 
been sold to levels that our managers are 
finding attractive. 

While we all know that this 'correction' will 
fade into the history books (though it may take 
time), in the present, the change in mood feels 
permanent.  But it is not.  Prices can only fall 
so far before buying begins again.  And we are 
starting to see that.  We have been through 
many downturns in the past and we will see this 
one through as well.  

As always, I ask that we focus first on your long-  
term plan – which was built specifically with the 
expectations of unexpected market downturns,  
exactly as the one now playing out. 

Second, to remind ourselves of the long 
term history of markets ups and downs - and 
appreciate that every downturn (whatever the 
cause) passes and markets rise to new highs.  

Our plans are all based on simulations of the 
future where the future is bleaker than the past.  
We are planning to experience equity markets 
that go through 10% corrections more than 
once a year, 20% corrections more than once 
every three years and 50% corrections at least 
every 40 years.  In other words we built a plan 
to weather these storms.  Such corrections are 
painful, and in some, induce real fear, but we 
must remain focused on our use of the markets 
to provide attractive returns over the long-term 
knowing they will not do so, many times, over 
the short term.  

Looking forward, we believe the economy will 
take a hit from the effects of the coronavirus but 
that while earnings will be lower they remain 
at acceptable levels.  Political uncertainty and 
volatility remain high (as always), inflation 
remains benign and interest rates are now even 
lower.   As a result, we remain concerned in the 
short term, neutral to positive in the medium 
term and positive in long term.  We continue to 
hold our positions and invest cautiously. 

Lastly, it is time to consider preparing any 
additional savings and cash holdings for 
investment.  The markets fall 10% on average 
every year, but if markets fall further we will 
have the rare opportunity to invest.  

Portfolio Update  
For the Month, the bond market was up 0.5%, 
the Canadian market was down 5.9%, the US 
market was down 7.9%, International markets 
were down -7.7%, the Emerging markets were 
down 1.8%, the Real Estate market was down 
7.9% and the preferred market was down 3.8%. 
(Reuters 2/28/20)  

Year-to-date, the bond market was up 3.2%, 
the Canadian market was down 3.7%, the US 
market was down 7.8%, International markets 
were down -10.2%, the Emerging markets were 
down 5.8%, the Real Estate market was down 
7.3% and the preferred market was down 3.6%. 
(Reuters 2/28/20)  

Have a great month and let us know if there is  
anything we can do for you,  

Meir  
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Meir J. Rotenberg, MBA, CFA®  
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TD Wealth Private Investment Advice  
5140 Yonge Street, Suite 1600  
North York, Ontario M2N 6L7  
Tel: 416 512 6689  
Fax: 416 512 6224 
Cell: 416 602 1614  
Toll: 800 382 4964  

The information contained herein has been provided by TD Wealth Private Advice and is for information purposes only. The information  
has been drawn from sources believed to be reliable. The information does not provide financial, legal, tax or investment advice. Particular  
investment, tax, or trading strategies should be evaluated relative to each individual’s objectives and risk tolerance.  Prices, yields and  
availability subject to change; rate of return assumes held to maturity.  
Certain statements in this document may contain forward-looking statements (“FLS”) that are predictive in nature and may include words  
such as “expects”, “anticipates”, “intends”, “believes”, “estimates” and similar forward looking expressions or negative versions thereof.  
FLS are based on current expectations and projections about future general economic, political and relevant market factors, such as  
interest and foreign exchange rates, equity and capital markets, the general business environment, assuming no changes to tax or other  
laws or government regulation or catastrophic events. Expectations and projections about future events are inherently subject to risks and  
uncertainties, which may be unforeseeable. Such expectations and projections may be incorrect in the future. FLS are not guarantees of  
future performance. Actual events could differ materially from those expressed or implied in any FLS. A number of important factors including  
those factors set out above can contribute to these digressions. You should avoid placing any reliance on FLS.  
TD Wealth Private Investment Advice is a division of TD Waterhouse Canada Inc., a subsidiary of The Toronto-Dominion Bank. All trademarks  
are the property of their respective owners. ® The TD logo and other trade-marks are the property of The Toronto-Dominion Bank.           BC-289  

mailto:meir.rotenberg@td.com
mailto:adam.shona@td.com
mailto:nelson.gordon@td.com

	Market Update
	Important Topic: Benefits of Diversification
	Market Update – February 2020
	Portfolio Update





Accessibility Report





		Filename: 

		Feb%202020.pdf









		Report created by: 

		



		Organization: 

		







[Enter personal and organization information through the Preferences > Identity dialog.]



Summary



The checker found no problems in this document.





		Needs manual check: 2



		Passed manually: 0



		Failed manually: 0



		Skipped: 1



		Passed: 29



		Failed: 0







Detailed Report





		Document





		Rule Name		Status		Description



		Accessibility permission flag		Passed		Accessibility permission flag must be set



		Image-only PDF		Passed		Document is not image-only PDF



		Tagged PDF		Passed		Document is tagged PDF



		Logical Reading Order		Needs manual check		Document structure provides a logical reading order



		Primary language		Passed		Text language is specified



		Title		Passed		Document title is showing in title bar



		Bookmarks		Passed		Bookmarks are present in large documents



		Color contrast		Needs manual check		Document has appropriate color contrast



		Page Content





		Rule Name		Status		Description



		Tagged content		Passed		All page content is tagged



		Tagged annotations		Passed		All annotations are tagged



		Tab order		Passed		Tab order is consistent with structure order



		Character encoding		Passed		Reliable character encoding is provided



		Tagged multimedia		Passed		All multimedia objects are tagged



		Screen flicker		Passed		Page will not cause screen flicker



		Scripts		Passed		No inaccessible scripts



		Timed responses		Passed		Page does not require timed responses



		Navigation links		Passed		Navigation links are not repetitive



		Forms





		Rule Name		Status		Description



		Tagged form fields		Passed		All form fields are tagged



		Field descriptions		Passed		All form fields have description



		Alternate Text





		Rule Name		Status		Description



		Figures alternate text		Passed		Figures require alternate text



		Nested alternate text		Passed		Alternate text that will never be read



		Associated with content		Passed		Alternate text must be associated with some content



		Hides annotation		Passed		Alternate text should not hide annotation



		Other elements alternate text		Passed		Other elements that require alternate text



		Tables





		Rule Name		Status		Description



		Rows		Passed		TR must be a child of Table, THead, TBody, or TFoot



		TH and TD		Passed		TH and TD must be children of TR



		Headers		Passed		Tables should have headers



		Regularity		Passed		Tables must contain the same number of columns in each row and rows in each column



		Summary		Skipped		Tables must have a summary



		Lists





		Rule Name		Status		Description



		List items		Passed		LI must be a child of L



		Lbl and LBody		Passed		Lbl and LBody must be children of LI



		Headings





		Rule Name		Status		Description



		Appropriate nesting		Passed		Appropriate nesting










Back to Top



