
Month in Review: FEBRUARY 2014

What Moved the Markets

Emerging market concerns from January 
extended into February; however, this faded 
quickly as a spate of economic data took center 
stage. On balance, these releases were better than 
expected and pushed Government of Canada 
yields higher during the month, reversing most of 
January’s downward move. In the U.S., economic 
data was generally less constructive; however, the 
weaker data was blamed largely on poor weather 
conditions that blanketed much of the U.S. As a 
result, expectations for the pace of Fed tapering 
were largely unchanged. The 10-year government 
bond yield was essentially unchanged at 2.66%.

Credit spreads tightened to levels not seen since 
pre-2008, reversing January’s sell-off as the 
search for yield continued. A number of large 
corporations took advantage of strong demand 
for corporate bonds driving up issuance during 
February. Elevated issuance was used at least 
in part to fund share buybacks, which likely has 
helped to contribute to the rally in equities. The 
fact that we are now seeing shorter maturity 

issues as vehicles for share buybacks may indicate 
that corporations are becoming less concerned 
with refinancing risk.

In February, the S&P/TSX and the S&P 500 
generated total returns of 3.9% and 4.6%, 
respectively. All S&P/TSX sectors generated 
positive returns for the month.  The Materials 
sector surged ahead 6.4%, while the Financials 
(4.3%) and Energy (4.2%) sectors also performed 
well.  The Telecom Services sector saw the 
smallest increase of just 0.1%.  In the US, all S&P 
500 sectors generated positive returns except for 
the Telecom Services sector, which decreased 
1%.  The Materials sector jumped 6.9%, while the 
Consumer Discretionary and Health Care sectors 
each rose 6.2%. 

Overseas, indices were mostly positive in 
February.  The FTSE, DAX and Hang Seng 
increased 5.1%, 4.1% and 3.7%, respectively.  
Meanwhile the Nikkei saw a negative return of 
0.4%.  

All indices and figures priced in local currency as at February 28, 2014  
(unless otherwise stated).
For Important Disclosures, see page 10.
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Gold stocks have been the primary driver of TSX 
performance, climbing 26% since the start of the 
year. Most other sub-groups are up less than 5% for 
the year, while banks, which are by far the largest 
weighting in the index, are virtually unchanged year 
to date. 

Fixed incoMe-speciFic developMents

February was busy for economic developments in 
the U.S. In her first public address, Federal Reserve 
Chair Janet Yellen reiterated that the FOMC intends 
to continue to pare back its stimulus by $10 billion 
per month. Notably, it was indicated that despite the 
unemployment rate sitting only marginally above 
the target level of 6.5%, the labour market has not 
fully recovered. In addition to the unemployment 
rate, Yellen signalled that the FOMC will consider 
a range of data in future policy decisions. The U.S. 
Senate also passed a bill allowing the debt ceiling to 
be raised into March of 2015, alleviating concerns of 
another prolonged debt ceiling debate.

Stronger than expected economic data in February 
was encouraging for the Canadian economy 
pushing Government of Canada bond yields higher 
after yields fell in January. Inflation data increased 
at the fastest rate in almost two years and was 
complimented by an employment report that 
revealed job growth that exceeded expectations. 
These developments were reflected in futures 
markets, which had initially priced in the possibility 
of a rate cut, but later trended towards a neutral 
stance. The Federal budget was tabled and contained 
no major surprises. It outlined the expectation of a 
Federal surplus in 2015-2016. It is also highlighted 
that the Government will take advantage of low rates 
by continuing to issue longer dated bonds, which 
may include a 50-year maturity deal at some point.

Equity Indices* Month YTD*

S&P/TSX Composite Index TR 3.9% 4.8%

Dow Jones Industrial Average TR 4.3% -1.1%

S&P 500 Index TR 4.6% 1.0%

NASDAQ Composite Index TR 5.1% 3.4%

MSCI EAFE TR (USD) 5.6% 1.3%

MSCI World TR (USD) 5.1% 1.2%

S&P/TSX Sector Performance* Month YTD*

S&P/TSX Financials TR 4.3% 1.1%

S&P/TSX Energy TR 4.2% 4.2%

S&P/TSX Materials TR 6.4% 16.3%

S&P/TSX Industrials TR 3.4% 2.4%

S&P/TSX Consumer Discretionary TR 1.6% 1.3%

S&P/TSX Telecom Services TR 0.1% 1.9%

S&P/TSX Information Technology TR 3.7% 10.5%

S&P/TSX Consumer Staples TR 3.3% 5.1%

S&P/TSX Utilities TR 0.5% 4.3%

S&P/TSX Healthcare TR 2.1% 20.7%

Commodities (US$) Spot Price Month YTD*

Crude Oil (WTI per barrel) $102.59 5.2% 4.2%

Natural Gas  
(per million btu)

$4.61 -6.8% 9.0%

Gold (per ounce) $1,326.44 6.6% 10.0%

Silver (per ounce) $21.23 10.7% 9.0%

Copper (per pound) $3.21 -0.2% -4.0%

Nickel (per pound) $6.66 5.5% 6.2%

Aluminum (per pound) $0.78 2.9% -2.5%

Zinc (per pound) $0.94 5.1% 0.9%

*   All returns are on a Total Return basis All indices are in local currency  
unless otherwise noted. Source: Bloomberg

nuMber crunching

What Moved the Markets

continued from page 1

Currencies  
(in Canadian Dollars)

Exchange Month YTD*

US Dollar 1.1064 -0.6% 4.2%

Euro 1.5271 1.7% 4.6%

British Pound 1.8527 1.3% 5.3%

Japanese Yen (100) 0.0109 -0.4% 7.7%
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Source: Bloomberg
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What Moved the Markets

continued from page 2

global developMents

Escalating violence and unrest in Ukraine and 
Turkey captured investor attention in February. 
Deepening unrest and risk aversion seemed to move 
in tandem as emerging market currencies sold off 
and bond spreads widened early in the month. 
Despite the unrest, markets were able to retrace 
most of their losses as spreads grinded tighter 
from their widest levels. At the G20 summit, world 
leaders announced they are shifting their focus from 
austerity to growth, but comments were lacking any 
indication that unrest in emerging markets would 
have an effect on future policy decisions.

Outside of emerging markets, global economies 
continued to improve in February on balance. 
Fourth quarter Eurozone growth exceeded 
expectations and manufacturing data printed 
comfortably in expansion territory. Generally 
positive data pulled 10-year yields on bonds 
in Portugal, Italy and Spain in tighter relative 
to German bunds. The Bank of England raised 
its growth and employment expectations 
despite benign inflation data and an uptick in 
unemployment which currently sits at 7.2%. 
However, Governor Mark Carney struck a similar 
tone to the FOMC indicating that measures other 
than the unemployment rate will be considered in 
future policy decisions.  
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February	  13:	  	  Goodyear	  (GT)	  surged	  
11.5%	  a7er	  it	  reported	  an	  89.7%	  rise	  in	  
EPS,	  beaCng	  analyst	  expectaCons.	  4	  	  

February	  27:	  Just	  Energy	  (JE)	  slid	  
4.7%	  a7er	  the	  surprise	  resignaCon	  of	  
CEO	  Ken	  Hartwick.1	  	  	  
	  
	  

February	  6:	  MEG	  Energy	  (MEG)	  jumped	  
2.7%	  a7er	  beaCng	  street	  consensus	  on	  Q3	  
earnings1	  

February	  3:	  Yum	  Brands	  (YUM)	  
shares	  increased	  8.9%	  a7er	  
earnings,	  adjusted	  for	  one-‐Cme	  
costs,	  beat	  expectaCons.3	  

February	  19:	  	  Forest	  Labs	  (FRX)	  shares	  soared	  
27.5%	  a7er	  Actavis	  (ACT)	  announced	  it	  would	  buy	  
FRX	  for	  US$25B.1	  	  
	  
	  

February	  12:	  Air	  Canada	  (AC.B)	  shares	  
slumped	  20.5%	  a7er	  missing	  analyst	  
esCmates	  on	  account	  of	  a	  weaker	  
Canadian	  dollar.2	  
	  

February	  20:	  	  Loblaw	  (L)	  increased	  
4.8%	  a7er	  higher	  margins	  led	  to	  
beber-‐than-‐expected	  Q4	  earnings.2	  	  	  

February	  26:	  Apache	  (APA)	  dropped	  almost	  4%	  
a7er	  concerns	  about	  the	  growing	  cost	  of	  laying	  
the	  groundwork	  for	  a	  potenCal	  liquid	  natural	  gas	  
plant	  in	  KiCmat,	  BC.	  2	  

1	  Wall	  Street	  Journal	  	  	  2Globe	  and	  Mail	  	  	  3New	  York	  Times	  	  	  4NASDAQ	  	  	  
	  	  	  	  	  	  	  	  	  	  

north aMerican equity highlights – February 2014

Source: Bloomberg



   5   MONTH IN REVIEW

World Markets – February 2014

The majority of global indices had positive returns in February, with the exception of Brazil’s Bovespa and Japan’s Nikkei, which decreased by 1.1% and 
0.4%, respectively.  The MSCI World Index increased 5.1% in February.   

All returns are on a total return basis unless otherwise noted
All returns calculated in local currency except for MSCI World
** These indices are calcuated on a price return basis
Source: Bloomberg

Canada: S&P/TSX
M/M:    3.9%
YTD:      4.8%

MSCI World Index: Global
USD               
M/M:  5.1%    
YTD:     1.2%   

U.S.: S&P 500
M/M:     4.6%
YTD:       1.0%

Brazil: Bovespa**
M/M:   -1.1%
YTD:      -8.6%

U.K.: FTSE 100 
M/M:  5.1%
YTD:    1.5%

Japan: Nikkei
M/M:  -0.4%
YTD:    -8.8%

Germany: DAX
M/M:      4.1%
YTD:        1.5%

India: Sensex
M/M:  3.0%
YTD:     0.0%

Australia:  
S&P/ASX 200
M/M:   5.3%
YTD:     2.1%

China:   
Shanghai Index 
M/M:   1.1%
YTD:     -2.8%

Hong Kong:  
Hang Seng
M/M:  3.7%
YTD:    -2.0%
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canadian & u.s. equities – February 2014

Source: Bloomberg
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canadian and u.s. econoMic data – February 2014

Release Date Economic Indicators: Canada Period Consensus Actual Prior

02/28/2014 Gross Domestic Product (m-o-m, SA) Dec -0.30% -0.50% 0.20%

02/28/2014 Gross Domestic Product (y-o-y, SA) Dec 2.50% 2.30% 2.70%

Labour market

02/07/2014 Net Change in Employment (000, SA) Jan 20.0 29.4 -44.0

02/07/2014 Participation Rate (SA) Jan 66.40% 66.30% 66.40%

02/07/2014 Unemployment Rate (SA) Jan 7.10% 7.00% 7.20%

Housing market

02/10/2014 Housing Starts (000, SAAR) Jan 185.0 180.2 187.1

02/13/2014 New Housing Price Index (y-o-y) Dec 1.30% 1.30% 1.40%

02/14/2014 Existing Home Sales (m-o-m) Jan -- -3.30% -1.80%

02/12/2014 Teranet/National Bank HPI (m-o-m) Jan 0.00% 0.40% 0.10%

Consumer & Manufacturing

02/21/2014 Retail Sales (m-o-m, SA) Dec -0.40% -1.80% 0.50%

02/21/2014 Retail Sales Less Autos (m-o-m, SA) Dec -0.10% -1.40% 0.30%

02/14/2014 Manufacturing Sales (m-o-m, SA) Dec 0.00% -0.90% 0.50%

Trade

02/06/2014 Merchandise Trade (billion, SA) Dec -0.65 -1.66 -1.53

Prices

02/21/2014 Consumer Price Index (m-o-m) Jan 0.10% 0.30% -0.20%

02/21/2014 Consumer Price Index (y-o-y) Jan 1.30% 1.50% 1.20%

02/21/2014 Bank of Canada CPI Core (m-o-m) Jan 0.10% 0.20% -0.40%

02/21/2014 Bank of Canada CPI Core (y-o-y) Jan 1.30% 1.40% 1.30%

02/03/2014 Industrial Product Price (m-o-m) Dec 0.30% 0.70% 0.20%

02/03/2014 Raw Materials Price Index (m-o-m) Dec 2.00% 1.90% -4.20%
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Other Indicators

02/19/2014 Wholesale Sales (m-o-m, SA) Dec -0.40% -1.40% -0.20%

02/06/2014 Ivey Purchasing Managers Index (SA) Jan 51.0 56.8 46.3

02/05/2014 Building Permits (m-o-m, SA) Dec 1.50% -4.10% -6.60%

Release Date Economic Indicators: U.S. Period Consensus Actual Prior

02/28/2014 GDP (q-o-q, SAAR) 4Q S 2.50% 2.40% 3.20%

02/28/2014 GDP Price Index (q-o-q, SAAR) 4Q S 1.30% 1.60% 1.30%

02/28/2014 Core PCE (q-o-q, SAAR) 4Q S 1.10% 1.30% 1.10%

Labour market

02/07/2014 Change in Nonfarm Payrolls (000, SA) Jan 180.0 113.0 75.0

02/07/2014 Unemployment Rate (SA) Jan 6.70% 6.60% 6.70%

Housing market

02/19/2014 Building Permits (000, SAAR) Jan 975.0 937.0 991.0

02/19/2014 Housing Starts (000, SAAR) Jan 950.0 880.0 1048.0

02/26/2014 New Home Sales (000, SAAR) Jan 400.0 468.0 427.0

02/21/2014 Existing Home Sales (million, SAAR) Jan 4.67 4.62 4.87

02/18/2014 NAHB Housing Market Index (SA) Feb 56.0 46.0 56.0

02/03/2014 Construction Spending (m-o-m, SA) Dec 0.00% 0.10% 0.80%

Consumer & Manufacturing

02/13/2014 Advance Retail Sales (m-o-m, SA) Jan 0.00% -0.40% -0.10%

02/13/2014 Retail Sales Less Autos (m-o-m, SA) Jan 0.10% 0.00% 0.30%

02/25/2014 Consumer Confidence (SA) Feb 80.0 78.1 79.4

02/28/2014 U. of Michigan Confidence Feb F 81.2 81.6 81.2

02/28/2014 Personal Consumption (q-o-q, SAAR) 4Q S 2.90% 2.60% 3.30%

02/27/2014 Durable Goods Orders (m-o-m, SA) Jan -1.70% -1.00% -5.30%

02/04/2014 Factory Orders (m-o-m, SA) Dec -1.80% -1.50% 1.50%

econoMic data

continued from page 6

Release Date Economic Indicators: Canada Period Consensus Actual Prior
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econoMic data

continued from page 7

Trade

02/14/2014 Import Price Index (m-o-m) Jan -0.10% 0.10% 0.20%

02/14/2014 Import Price Index (y-o-y) Jan -1.80% -1.50% -1.10%

02/06/2014 Trade Balance (billion, SA) Dec -36.0 -38.7 -34.6

Prices

02/20/2014 Consumer Price Index (m-o-m, SA) Jan 0.10% 0.10% 0.20%

02/20/2014 Consumer Price Index (y-o-y) Jan 1.60% 1.60% 1.50%

02/20/2014 CPI Core Index (SA) Jan 235.88 235.84 235.54

Other Indicators

02/03/2014 ISM Manufacturing Index (SA) Jan 56.0 51.3 56.5

02/28/2014 Chicago Purchasing Manager Index Feb 56.4 59.8 59.6

02/20/2014 Philadelphia Fed Index Feb 8.0 -6.3 9.4

02/20/2014 Leading Indicators (m-o-m) Jan 0.30% 0.30% 0.00%

02/13/2014 Business Inventories (m-o-m, SA) Dec 0.40% 0.50% 0.40%

Source: Bloomberg
SA = Seasonally Adjusted; SAAR = Seasonally Adjusted Annual Rate; m-o-m = Month-over-month % change;
q-o-q = Quarter-over-quarter % change; y-o-y = Year-over-year % change.

Release Date Economic Indicators: U.S. Period Consensus Actual Prior



   10   MONTH IN REVIEW

required disclosures

Explanation of RBC Capital Markets Rating System
An analyst’s “sector” is the universe of companies for which the analyst 
provides research coverage. Accordingly, the rating assigned to a particular 
stock represents solely the analyst’s view of how that stock will perform over 
the next 12 months relative to the analyst’s sector.

Ratings:
Top Pick (TP):  Represents best in Outperform category; analyst’s 

best ideas; expected to significantly outperform the 
sector over 12 months; provides best risk-reward ratio; 
approximately 10% of analyst’s recommendations.

Outperform (O):  Expected to materially outperform sector average  
over 12 months.

Sector Perform (SP): Returns expected to be in line with sector average  
over 12 months.

Underperform (U):  Returns expected to be materially below sector  
average over 12 months.

Risk Ratings
As of March 31, 2013, RBC Capital Markets suspends its Average and Above 
Average risk ratings. The Speculative risk rating reflects a security’s lower level 
of financial or operating predictability, illiquid share trading volumes, high 
balance sheet leverage, or limited operating history that result in a higher 
expectation of financial and/or stock price volatility.

Distribution of Ratings, Firmwide
For purposes of disclosing ratings distributions, regulatory rules require 
member firms to assign all rated stocks to one of three rating categories−Buy, 
Hold/Neutral, or Sell−regardless of a firm’s own rating categories. Although 
RBC Capital Markets’ stock ratings of Top Pick/Outperform, Sector Perform 
and Underperform most closely correspond to Buy, Hold/Neutral and 
Sell, respectively, the meanings are not the same because our ratings are 
determined on a relative basis (as described above). 

In the event that this is a compendium report (covers six or more subject 
companies), RBC Dominion Securities may choose to provide specific 
disclosures for the subject companies by reference. To access current 
disclosures, clients should send a request to RBC Dominion Securities, 
Attention: Manager, Portfolio Advisory Group, 155 Wellington Street West, 
17th Floor, Toronto, ON  M5V 3K7.

Dissemination of Research
RBC Capital Markets endeavours to make all reasonable efforts to provide 
research simultaneously to all eligible clients. RBC Capital Markets’ equity 
research is posted to our proprietary websites to ensure eligible clients 
receive coverage initiations and changes in rating, targets and opinions in a 
timely manner. Additional distribution may be done by the sales personnel via 
email, fax or regular mail. Clients may also receive our research via third party 
vendors. Please contact your investment advisor or institutional salesperson 
for more information regarding RBC Capital Markets research.

 
Important Disclosures
RBC Capital Markets Conflicts Disclosures
To access our disclosures, clients should refer to https://www.rbccm.com/
global/file-414164.pdf or send a request to RBC CM Research Publishing, P.O. 
Box 50, 200 Bay Street, Royal Bank Plaza, 29th floor, South Tower, Toronto, 
Ontario M5J 2W7.  We reserve the right to amend or supplement this policy at 
any time.

The author(s) of this report are employed by RBC Dominion Securities Inc., a 
securities broker-dealer with principal offices located in Toronto, Canada.

With respect to the companies that are the subject of this publication, clients 
may access current disclosures by mailing a request for such information to 
RBC Dominion Securities, Attention: Manager, Portfolio Advisory Group, 155 
Wellington Street West, 17th Floor, Toronto, ON  M5V 3K7.

The information contained in this report has been compiled by RBC Dominion 
Securities Inc. (“RBC DS”) from sources believed by it to be reliable, but no 
representations or warranty, express or implied, are made by RBC DS or any 
other person as to its accuracy, completeness or correctness. All opinions and 
estimates contained in this report constitute RBC DS’s judgment as of the date 
of this report, are subject to change without notice and are provided in good 
faith but without legal responsibility. 

This report is not an offer to sell or a solicitation of an offer to buy any 
securities. Additionally, this report is not, and under no circumstances should 
be construed as, a solicitation to act as securities broker or dealer in any 
jurisdiction by any person or company that is not legally permitted to carry on 
the business of a securities broker or dealer in that jurisdiction. This material 
is prepared for general circulation to Investment Advisors and does not have 
regard to the particular circumstances or needs of any specific person who 
may read it. RBC DS and its affiliates may have an investment banking or other 
relationship with some or all of the issuers mentioned herein and may trade 
in any of the securities mentioned herein either for their own account or the 
accounts of their customers. RBC DS and its affiliates may also issue options 
on securities mentioned herein and may trade in options issued by others. 
Accordingly, RBC DS or its affiliates may at any time have a long or short 
position in any such security or option thereon. 

Neither RBC DS nor any of its affiliates, nor any other person, accepts any 
liability whatsoever for any direct or consequential loss arising from any use 
of this report or the information contained herein. This report may not be 
reproduced, distributed or published by any recipient hereof for any purpose. 
RBC Dominion Securities Inc.* and Royal Bank of Canada are separate 
corporate entities which are affiliated. *Member–Canadian Investor Protection 
Fund. ®Registered trademark of Royal Bank of Canada. Used under licence. 
RBC Dominion Securities is a registered trademark of Royal Bank of Canada. 
Used under licence. ©Copyright 2014. All rights reserved.

Distribution of Ratings
RBC Capital Markets, Equity Research

 Investment Banking
 Serv./Past 12 Months

Rating  Count Percent Count Percent

Buy (Top Pick/Outperform) 769 50.99 271 35.24
Hold (Sector Perform)  656 43.50 179 27.29
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