
The impact of currencies on your portfolio.

Unlike your investments in stock indexes, bonds, or gold, 

you will never see the presence of different currencies 

shown black and white in your portfolio statement. 

Maybe they go unnoticed, but the currencies have a 

real impact on the behavior of your wallet. We have 

had an example in recent months when a sharp decline 

in the US dollar and the Japanese Yen had their impact 

on the Canadian dollar returns of the portfolios.

Any investment decision also involves a decision on 

the currency. The purchase of Canadian shares implies 

the use of Canadian dollars. The purchase of US stocks 

involves the purchase of US dollars. Given that Canada 

represents only a tiny portion of global investment 

opportunities, it is inevitable to invest beyond our 

borders if we want a well-diversified portfolio.

Exchange Traded Funds (ETFs) are the ideal vehicle 

for accessing different asset classes and currencies 

associated with them. In addition, many ETFs are 

offered with hedge protection. These products with 

hedges are very useful because they allow us to diversify 

the portfolio to international markets without always 

exposing ourselves to foreign currencies, allowing us 

to manage with great precision the desired exposure 

to different currencies.

Currencies offer an excellent opportunity for 

diversification. There is no doubt that diversification 

among a large number of asset classes reduces the 

risk of a portfolio. The different currencies offer the 

same advantage given the low correlation between 

them and the asset classes in the portfolios. Like all 

asset classes we hold in the portfolio, currencies are 

rebalanced systematically depending on positive or 

negative deviations. So when a currency decreases in 

value, we never succumb to the temptation to react 

emotionally and get rid of it. As always, we rebalance 

the position knowing that the return to the average 

will be sooner or later.
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Market Review

The news has been particularly hectic in the last three months. On the American political scene, President Trump 

continues to be as unpredictable and improvised as ever in his management of the country. His inability to reach 

agreement with even his own party is blocking any legislative progress in Washington. Increasingly perceived 

as an inability to properly manage the country, this stalemate is starting to impact the US dollar. His handling of 

tense relations with North Korea does nothing to reassure. Despite all these negatives on the geopolitical scene, 

markets have been more than resilient. Although the political situation in Spain worries all of Europe, the impact 

on the stock markets is currently limited to the Spanish index.

In fact, stock market indices all posted positive returns for the third quarter of 2017, encouraged by stronger 

growth in both North America and Europe. On the other hand, currency fluctuations have had a significant 

impact in recent months. The US dollar fell 3.64% against our currency while the Japanese Yen fell 4.88%. The 

Euro remained stable, down 0.19%. The 4.64% local currency gain of the S & P 500 becomes a small gain of 0.68% 

when converted to Canadian currency. For its part, the TSX rose 3.68% for the quarter. International equities rose 

1.57% in Canadian dollars. Emerging countries posted the best performance among equity indices, gaining 4.11% 

in Canadian dollars.

Bond markets are currently going through a period of rising interest rates. Given the relative robustness of growth 

everywhere, it follows that central banks are gradually starting to raise their key rates. During such periods of 

increases, it is important to be diversified among several types of bonds and other fixed income assets that are 

not all negatively affected by such rate increases. Fixed-rate bonds of good quality (such as federal and provincial 

bonds) will be more sensitive to a rate hike, especially if they have a long maturity. The bond index, which 

represents this segment, decreased by 1.84% during the quarter. In contrast, Canadian preferred shares increased 

1.73% during the quarter.

Rebalancing of the quarter
The markets have been relatively quiet during the last three months and there have been few rebalances:

BALANCED SIGMA:

Sales:  S&P 500 Index;

 Emerging country indices;

 Canadian Preferred Stock Index;

 Gold.

Purchases:  Index of floating rate loans;

 Bond index of emerging countries;

 US dividend index.

SIGMA INCOME:

Sales:  Canadian Preferred Stock Index;

 High Yield Bond Index.

Purchases:  Index of floating rate loans.



Old Age Security (OAS) Pension: Strategies to Consider
As retirement approaches, annuitants have many questions about the sources of income that will be available to 
them. In fact, both at the level of the Régie des Rentes du Québec (QPP), employer-sponsored pension plans and the 
old age security pension (OAS), decisions must be made as to when a person chooses to begin the payment of these 
annuities. This decision has important implications for the standard of living of annuitants, both now and for many 
years to come.

For example, an individual may, under certain conditions, opt for a voluntary postponement of the PSV between 
65 and 70 years. Indeed, for each month of deferral of the PSV, the annuity is increased by 0.6%, for an annual total 
of 7.2%. (Maximum 36% over 5 years). We also know that the individual must repay all or a portion of his VSP if the 
individual’s net income in the previous year exceeds the amount of $ 74,788. PSV must be repaid at 15 cents for every 
dollar of income that exceeds this threshold. Under these circumstances, could it be advantageous to voluntarily 
defer the payment of the PSV? People who can potentially benefit from such deferral measures are, for example:

■  Persons who will realize a substantial capital gain between the ages of 65 and 70, following the sale of real estate, 
business, or any other major source of income.

■  Persons who will have a substantial income in the year of his 65 years, and whose income will decline thereafter.

There are several planning strategies to optimize pension payments. In addition to voluntarily postponing the PSV 
one can opt for a strategy of making a “late” PSV request. Indeed, it is possible to take advantage of the (limited) 
retroactivity of the PSV payments to avoid a pension recovery in a year for which the income is exceptionally high. 
However, this strategy is valid in very specific situations. In certain circumstances, it may not be advisable to defer 
payment of the pension. A life expectancy reduced by disease, or significant financial needs usually call for an 
immediate annuity. To determine if these strategies are appropriate for your situation, we will be happy to discuss 
them with you, as well as answer any questions about your retirement.

Our mission
Our mission is to offer our clients a higher reliability of results thanks to our index-based portfolio management 
solutions with a rigorous client service process. 

Bulletin board
We are happy to announce that we will be changing location in the spring of 2018. We will be in Kirkland, a few 
steps from our current building. We will advise our clients in the next few months as soon as the address and the 
date of the move will be official. We anticipate this change with a lot of excitement!

Do you know of anyone that could benefit from our services?
Don’t hesitate to contact a member of our team!

We have prepared this commentary to give you our thoughts on various financial aspects and considerations. This commentary 
reflects our opinion alone, and may not reflect the views of National Bank Financial Group. In expressing these opinions, we bring 
our best judgement and professional experience from the perspective of someone who surveys a broad range of investments. 
Therefore, this report should be viewed as a reflection of our informed opinions rather than analyses produced by the Research 
Department of National Bank Financial. • National Bank Financial is an indirect wholly-owned subsidiary of National Bank of 
Canada. The National Bank of Canada is a public company listed on the Toronto Stock Exchange (NA: TSX). 
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