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Economic Indicators 
Canada 

 Dec. 
2007 

Mar. 
2008 

 

GDP(1) 2.7  1.5(2)  
CPI(1) 2.4 1.4  
Unemployment 5.9 6.0  

 
United States 

 Dec. 
2007 

Mar. 
2008 

 

GDP(1) 2.2 2.5  
CPI(1) 4.1 4.0  
Unemployment 5.0 5.1  

 

(1) Year-over-year % variation 
(2) February 2008 
 
Sources: Statistics Canada, U.S. Dept. of 
Commerce, U.S. Dept. of Labor Statistics. 
 

Equity Indices 
 

% Change  
 

2008 
in local 

currency 

2008 
in 
C$ 

 

S&P/TSX - - - 
S&P500 -5.3 -3.7  
Russell 
2000 -6.2 -4.6  
Nikkei -9.5 -1.7  
S&P 350 
Europe -12.1 -4.7  

 
 

 

In recent weeks, the rising price of commodities has been abundantly 
documented by the press. Populations of poor countries are struggling to 
cover the rising cost of feeding their family. Steel producers are paying 
hefty price increases to iron ore producers in order to secure supply. Here 
at home, Canadians are paying ever rising prices to fill their car tank. But 
commodities have also caught the eye of many institutional investors; this 
article will identify some of the key reasons of this interest. 

1- Diversification: The graph below depicts the yearly returns for both 
the S&P500 Stock Index and the Dow Jones AIG Commodity Index 
from 1991 to 2007. In a majority of instances, these indices exhibit very 
different returns. 
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2- Protection against inflation: Rising inflation is often, if not always, 

associated with rising commodity prices. Investing in commodities 
ensures that at least some part of the portfolio will benefit (rather than 
suffer) from inflation increases. 

3- (Presumably) equity-like expected returns: All sorts of studies, both 
empirical and theoretical, have led some investors to believe that 
holding a diversified basket of commodities for the long term is likely to 
produce a high return (like equities) rather than a low return (like 
bonds). 

This article overviewed the main reasons for the interest of institutional 
investors in commodities. Next month, we will review how these institutions 
typically implement their commodity investments. 

Raymond Kerzérho, Director of Research 

 

This article is provided for your information. Conclusions and opinions given do not guarantee future events or performance. Facts and data 
provided are from sources we believe to be reliable, but we cannot guarantee they are complete or accurate. This article is not intended to provide 
legal, accounting or tax advice and should not be relied on in that regard. Before making an investment or adopting an investment strategy, each 
investor should review his investment objectives with his financial advisor. PWL Capital Inc. and individuals and companies who are related may, 
at any time, buy or sell securities that are hereby described in this newsletter as a market maker or a broker.  
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