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CSS investment funds

Over the third quarter of 2016, the unit price of the Balanced Fund increased from $19.989627 to $20.820880 for a gain of 4.16%. Over the same period, the 
Bond Fund gained 1.01%, the Equity Fund earned 6.17% and the Money Market Fund rose 0.23%. 

Balanced Fund

3rd quarter returns (%)* One-year returns (%)*

CSS Index CSS Index

4.16% 3.89% 10.20% 8.72%

*Returns in Canadian dollars net of fees

Quarterly Update

Mandate return vs. benchmark
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Investment performance

Bond Fund

3rd quarter returns (%)* One-year returns (%)*

CSS Index CSS Index

1.01% 1.17% 6.05% 6.31%

Equity Fund

3rd quarter returns (%)* One-year returns (%)*

CSS Index CSS Index

6.17% 6.15% 13.09% 10.41%

Money Market Fund

3rd quarter returns (%)* One-year returns (%)*

CSS Index CSS Index

0.23% 0.11% 0.80% 0.46%

Third quarter returns

Third quarter mandate performance

Short t
erm



The Canadian economy shrunk in the second quarter of 2016 with 

real GDP falling 1.6% (annualized) mainly due to weaker trade figures, 

which saw exports of goods and services fall by 16.7% (annualized). 

However, the economy did show signs of recovery beginning in the 

second half of the year as indicated by July’s GDP figures which were 

released at the end of September showing that the economy expand-

ed by 0.5% in July from the previous month on the back of a rebound 

in oil and gas output following the Fort McMurray wildfires.

 

The Canadian equity market rose in Q3/16 as the S&P/TSX returned 

5.5% (15.8% YTD), aided by a recent recovery in the commodi-

ty-based energy and materials sectors. The real estate industry group 

was separated from financials, bringing the total number of sectors 

to 11, up from 10. Ten of the 11 S&P/TSX sectors posted positive re-

turns. Large-cap Canadian stocks outperformed small-and mid-caps, 

and growth stocks outperformed their value counterparts.

Fixed income (bonds) U.S. equities

Market commentary

The Canadian government bond index posted gains and outper-

formed relative to the U.S. government bond index as the Canadian 

index advanced 1.0% Q/Q, compared to the -0.3% Q/Q return for 

U.S. Treasuries.

On September 7, 2016, the Bank of Canada maintained its target for 

the overnight rate at 0.5%, stating that the Canadian economy should 

rebound in the third quarter as oil production recovers, rebuilding 

commences in Alberta and consumer spending gets an additional 

lift from Canada Child Benefit payments. As federal infrastructure 

spending starts to have more impact, growth in the fourth quarter is 

projected to remain above potential. 

Canadian and U.S. investment grade corporate bond indices reg-

istered returns of 1.60% Q/Q and 1.4% Q/Q, respectively. Credit 

markets held up very well, with investment grade (IG) credit spreads 

trending tighter during the quarter as the markets digested the U.K. 

vote to exit the European Union.

Canadian equities (stocks)

The S&P 500, a benchmark for U.S. large-cap equities, rose 3.9% 

Q/Q (7.8% YTD) with gains led by the information technology sector 

which rose by 12.9% Q/Q (12.5% YTD). Investors were focused 

on central bank policy during the third quarter as the prospect of a 

rate hike increased but as broadly expected the Fed kept the rates 

unchanged in its September meeting. U.S. economic growth, as mea-

sured by real GDP, is forecasted to rise above 2% (annualized) over 

the second half of this year by TD Economics. 

U.S. mid-cap stocks, as measured by the S&P 400 Index, rose 4.1% 

Q/Q (12.4% YTD). 

The strengthening of the U.S. dollar versus the Canadian dollar 

enhanced returns for Canadian investors during Q3/16. On a year-to-

date basis, however, the Canadian dollar rose by 5.4% against the 

U.S. dollar, detracting from relative returns for Canadian investors. 

The Plan uses a dynamic currency hedging strategy to reduce the 

impact of currency movements.

International equities
Most major developed international markets rose in Q3/16 while 

central banks continued their accommodative monetary policies. In 

August, the Bank of England (BoE) cut interest rates for the first time 

in more than seven years to weather the impact of the Brexit vote 

while the European Central Bank (ECB) left its main refinancing rate 

at zero and the deposit rate at -0.4%. Meanwhile, the Bank of Japan 

(BoJ) Policy Board left interest rates unchanged but shifted the focus 

of its asset purchases program from expanding the money supply to 

controlling interest rates. 

The MSCI Emerging Markets Index gained 7.7% Q/Q (11.6% YTD) 

outperforming most developed markets as near-zero interest rates 

boosted demand for riskier assets and the U.S. Federal Reserve main-

tained its accommodative policy. The surge in oil prices after OPEC 

members agreed on a preliminary deal to cut production boosted 

shares in energy-producing nations such as Russia and Brazil. The 

Chinese Shanghai Composite PR Index experienced heightened 

volatility during the third quarter but managed to end with a 2.6% Q/Q 

(-15.1% YTD) gain. Chinese second quarter real GDP grew by 6.7% 

(year-on-year) with services contributing to the recent growth.

*Commentary provided by TDAM, manager of the Plan’s passive bond and 
short term mandates. Returns in local currency unless otherwise stated.



Investment funds

The Plan offers four funds to CSS members for the investment of their 

pension savings. These include a Balanced Fund, Money Market Fund, 

Bond Fund and Equity Fund. Details on the number of members using, 

and total dollars invested in each fund as of October 19, 2016, appear 

below.

Balanced Bond Equity Money Market

$3,284

$45 $66 $110

$ million

Fund Members* Average age $ Millions

Balanced 37,994 46.64 $3,284

Bond 394 53.73 $45

Equity 746 43.91 $66

Money Market 676 59.94 $110

*Some members are invested in more than one fund
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Investors generally tend to reduce risk by decreasing the percentage of 

their retirement savings invested in equities as they age and approach re-

tirement for two reasons:      

• older investors have less time to make up market losses; 

• retirees need steadier returns to provide regular retirement income.

Plan updates

New Executive Director announced

On September 29, 2016, the CSS Board announced that Mr. Martin 

McInnis will become the Plan’s Executive Director on January 2, 2017, 

following the retirement of General Manager Bill Turnbull. 

A seasoned manager and leader, Martin is a veteran of the credit union, 

management consulting and financial services industries. Martin holds 

a Bachelor of Commerce (Honours in Computer Science) from the Uni-

versity of Saskatchewan, a Chartered Financial Analyst (CFA) designa-

tion and is a Chartered Professional Accountant (FCPA, FCMA).

Pension program review

The Plan’s most recent triennial valuation was filed with the Superinten-

dent of Pensions in July. The valuation report showed that CSS pensions 

continue to be fully funded with a surplus on a going concern basis 

and on a solvency basis. However, a reduction in the Pension Fund’s 

solvency surplus suggested that it is time to review the Plan’s fixed 

pension program. For more information about the review please see the 

fall TimeWise.

The review will take several months and will involve an outside consul-

tant. As the matter progresses, members will be kept advised. In the 

meantime, the plan will continue to offer pensions as usual.

Employer delegates replaced

Each year, 18 employer delegates are appointed to represent the Plan’s 

employer members. They are not required to be Plan members and 

generally serve one-year terms, although employer delegates can be 

replaced by the appointing employer at any time. Over the past three 

months, Federated Co-operatives has notified the Plan that three new 

employer delegates have been appointed to replace Randy Boyer, 

Tony Steier and John Guselle. Appointed in their place to represent the 

Co-operative Retailing System are Angela Pomazon, Erik Hyde and 

Darrell McKee.

Board reorganization

Randy Boyer retired as Executive Vice President Finance of Federated 

Co-operatives Limited (FCL) effective September 30, 2016. FCL has 

requested that Shannan Corey, another FCL employer delegate, be 

appointed by the CSS Board to replace Randy as an FCL employer 

director until the 2017 Annual Meeting.  

Shannan is the Director of Total Rewards at FCL and has an actuarial 

background. We are all looking forward to working with Shannan on the 

CSS Board. We also offer our best wishes to Randy on his retirement.
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Upcoming workshops

The RIO workshop discusses all of the retirement income options available 

for your funds in the CSS Pension Plan. It also provides an overview of the 

monthly pensions available from the Canada Pension Plan (CPP) and the 

Old Age Security (OAS) program. All RIO workshops are held on a weekday 

in the evening.

RIO workshops for the remainder of 2016 are scheduled as follows:

Location RIO workshop date

Lloydminster, SK November 8, 2016

Saskatoon, SK November 15, 2016

Retirement Income Options (RIO) workshops


