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I am sure you will all join me in welcoming 2021 and 
finally put 2020 to rest! The markets were a bit more 
volatile in January as we balanced a slow vaccine 
rollout and persistently high COVID case counts with 
improving corporate earnings and North American 
indices testing all-time highs. Fourth quarter earnings 
are coming in daily, and we are seeing a substantial 
improvement in actual results versus what was 
estimated just a few quarters ago. For example, in 
July 2020 estimates for 2020 fourth quarter earnings 
growth for the S&P 500 were at -13.2%, whereas as 
recently as January 1st, estimates had improved 
somewhat to -10.3%. As of the first week of February, 
well over half of the S&P had reported and the actual 
result is a positive +2%, and with further reporting 
this figure is almost certain to continue moving 
upward. This improvement as we ended 2020 is 
making the outlook for corporate earnings in 2021  
a bit brighter, which partly explains the good market 
performance we have seen to start 2021.     

Besides company earnings, we had some additional good 
news in January with the long-awaited release of the  
Johnson & Johnson vaccine. The vaccine has an overall 
effectiveness of 66% but was 85% effective in preventing 
more serious symptoms and “demonstrated complete 
protection again hospitalization and death”. To my surprise, 
these results were initially viewed as underwhelming when 
compared against headline numbers (90%-95% efficacy)  
for the Pfizer and Moderna vaccines. We need to remember 
that this vaccine is one dose, can be safely stored at 
refrigerator temperature for up to three months, and that 
Johnson & Johnson plans to manufacture one billion doses for 
use in 2021. This vaccine will unquestionably speed up the date 
we reach herd immunity worldwide, which would be a 
tremendous accomplishment. Instead of celebrating this great 
achievement, most business news outlets that day were 
focused on the retail/Robinhood/bitcoin trading frenzy. 
Sometimes it pays to focus on the big picture!      
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One area of the market we are watching closely is 
Canadian energy. Oil prices had been very strong into 
year-end since we had the Pfizer vaccine announcement in 
November and are already up another 19% year to date. 
We’re now sitting at a price of $58 U.S./barrel for WTI, 
which we would argue is a very healthy level for most 
producers. However, Canadian energy stocks have badly 
lagged behind their U.S. peers in the recovery. There are a 
few possible reasons for the underwhelming stock price 
performance. First, Canada has not done a good job of 
creating access for oil and gas to make it to market, 
meaning producers will face extra costs in order to move it 
to where it’s needed. In addition, more investors are 
questioning the long-term demand trajectory of oil,  

which could be factoring into investors’ calculation of future 
cash flows. On the bright side, we have seen a material 
positive change in the capital allocation framework of senior 
management teams. In past cycles, if commodity prices 
moved well above breakeven levels, we usually saw sharply 
increased capital budgets and high levels of mergers and 
acquisitions in order to show how quickly the company can 
grow production. This time around, management teams are 
refusing to increase spending, they continue to cut costs, 
and instead, are using excess cash flow to pay down debt, 
pay dividends, and even repurchase their own shares. It will 
remain to be seen if energy companies will be rewarded by 
the market for these shareholder-friendly activities! 
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—   Principal asset manager for iA Financial Group

—   Major player in the asset management industry

—    Manages $97 billion in general portfolios and 
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professionals (including 44 CFA charterholders)
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DISCLAIMER

This document was prepared by iA Investment Management. Unless otherwise indicated, the segregated funds presented in this document 
are offered by iA Financial Group and the Mutual Funds presented are offered by iA Clarington Investments Inc.

The opinions expressed herein are based on current market conditions and may change without notice. They are not intended to provide 
investment advice. The forecasts provided herein are not guarantees of future performance, and include risks, uncertainty and assumptions. 
While these assumptions appear reasonable, there is no guarantee that they will be confirmed.

An investment in the mutual fund or the segregated fund may result in commissions, trailing commissions, management and other fees. 
Please read the prospectus or the Information Folder before making an investment. Each rate of return indicated is a historical annual 
compounded total rate of return that takes into account fluctuations in the value of units or shares and the reinvestment of all distributions 
and does not take into account buying commissions or redemption fees, investment fees, optional fees or tax on payable income by a unit 
holder, which would contribute to poor performance. Mutual Funds are not guaranteed and the segregated funds are guaranteed in part, 
under certain conditions. The value often fluctuates upward or downward, at the risk of the subscriber, and past performance is not indicative 
of future performance.

The rate of return is used to illustrate the effects of the compound growth rate only and is not intended to reflect the future values of the 
investment fund or the return on an investment in the investment funds.

iA Financial Group is a business name and trademark of Industrial Alliance Insurance and Financial Services Inc. iA Investment Management  
is a trademark and business name under which Industrial Alliance Investment Management Inc. operates. iA Investment Management and  
iA Clarington Investments Inc. are wholly owned subsidiaries of iA Financial Group.

This publication contains information provided by companies not affiliated with iA Financial Group (“Third Party Content Providers”), including, 
but not limited to, ratings, stock indexes and company-classification systems (“Third Party Content”) Third party Content is the property and 
trademarked by the relevant Third Party Content Providers and has been licensed for use by iA Financial Group. The use of Data received from 
Third Party Content Providers by iA Financial Group is authorized under licence.

This publication contains information provided by companies not affiliated with iA Financial Group (“Third Party Content Providers”), including, 
but not limited to, ratings, stock indexes and company-classification systems (“Third Party Content”) Third party Content is the property  
and trademarked by the relevant Third Party Content Providers and has been licensed for use by iA Financial Group. The use of Data received 
from Third Party Content Providers by iA Financial Group is authorized under licence. 

The information presented in this publication is provided for informational purposes only. iA Financial Group and Third Party Content Providers 
make no representations or warranties as to the information contained herein and no not guarantee its originality, accuracy or completeness. 
iA Financial Group and Third Party Content Providers disclaim all liability in respect of this information or the use or misuse thereof. 

The investment funds offered by iA Financial Group (“Funds”) are not sponsored, endorsed, sold or promoted by Third Party Content 
Providers. Third Party Content Providers make no representation as to the relevance of investing in the Funds, offer no guarantee or  
conditions in respect thereof, or assume liability in respect of their design, administration or negotiation. 

Financial and economic publications of iA Financial Group are not written, reviewed or approved by Third Party Content Providers. 

Any information contained herein may not be copied, used or distributed without the written consent of iA Financial Group and/or  
the relevant Third Party Content Provider.

Where FTSE indexes are used, or referenced: FTSE International Limited (“FTSE”) © FTSE [2018] ® is a trademark of the London Stock 
Exchange Group companies and is used by FTSE under licence. “NAREIT®” is a trademark of the National Association of Real Estate 
Investment Trusts and used by FTSE under licence. “EPRA®” is a trademark of the European Public Estate Association and used by FTSE 
under licence. “TMX” is a trademark of the TSX Inc. used by FTSE under licence.

NASDAQ®, OMXTM, NASDAQ-100® and NASDAQ-100 Index® are registered trademarks of NASDAQ Inc. and are licensed for use  
by iA Financial Group. 

Where the Global Industry Classification Standard (GICS) is used or referenced: the GICS was developed by MSCI Inc. (“MSCI”)  
and Standard & Poor’s Financial Services LLC (“S&P”) and is licensed for use by iA Financial Group.

The International Equity Index Fund, the Global Equity Index ACWI Fund, the Global Stock Account, the European Stock Account and  
the International Stock Account are each indexed to an MSCI index. MSCI indexes are licensed for use by iA Financial Group. For more 
information about the MSCI indexes, visit htpps://msci.com/indexes.
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iA Financial Group is a business name and trademark of  
Industrial Alliance Insurance and Financial Services Inc. ia.ca


