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Overall Highlights 
 S&P/TSX declines. September has traditionally been known as the worst month of 

the year for the Composite and this year was no exception. For the month, the 
S&P/TSX Composite Index ended at 13,307, down 552 points or -4.0%. In addition 
to the continued weakness seen in energy and commodities, August’s global 
volatility spilled over into September increasing investors’ nervousness toward 
equities. As well, a surprise non-action by the Federal Reserve on interest rates 
provided a temporary reprieve for stocks, but added to the uncertainty that the U.S. 
economy may not be strong as many had expected. 

 Loonie falls. The dollar touched an 11-year low during the month and remains at 
the mercy of the ebbs and flows of energy and commodity prices. In September, 
the Loonie lost 94/100ths of a U.S. cent, to close at US74.93 cents per Canadian 
dollar, a drop of 1.2%. The surge of the U.S. greenback is mainly to blame for our 
currency’s depreciation of 12.9% year to date; however, the silver lining is that 
Canadian goods become more competitive on the global markets, thus boosting 
manufacturing, and increasing international visits stoking the tourist sector. 

 Gold dulls. The yellow metal fell during the month as little direction by the Federal 
Reserve on its interest rates position pushed prices to another monthly loss. At 
month’s closing, gold shed US$20.20, a decline of 1.8%, to close at US$1,113.90 
per ounce. Investors remained sensitive to economic data for any signs of a 
possible hike that would keep them away from the resource, since it is a non-
interest bearing asset. 

 Oil drops. West Texas Intermediate (WTI) traded lower again as excess supply 
remains high, with little signs of declining, and little hopes of increased global 
demand. For the month of September, WTI retreated US$2.72, or -5.7%, to end at 
US$45.39 a barrel. Oil is well over 68% off its high of US$145.31 set in July 2008. 

 No change by the Bank of Canada. With the economy falling into a technical 
recession, the central bank opted to maintain its trendsetting rate at 0.50% at its 
latest meeting. This follows July’s surprise interest rate cut, the second this year, 
and an outlook downgrade as global volatility increases and oil weakness persists. 

 GDP grows. Despite being in a technical recession, the Canadian economy 
expanded for a second straight month. In the month of July, GDP grew by 0.3%, 
beating expectations of 0.2% economists predicted, and suggesting a rebound from 
a very weak first half of 2015. 

 Inflation holds. Annual inflation in Canada was unchanged in the August holding, 
at 1.3%, which provided fodder for the Bank of Canada to continue to keep interest 
rates low. 

 Unemployment rises. Twelve thousand new jobs were added to the labour 
markets in August, with most of them being of a full time nature. However, at the 
same time, more people were looking for employment resulting in the 
unemployment rate rising to 7.0% from 6.8% where it has held steady for the last 
six months. 

 U.S. second quarter GDP stronger than estimated. The Commerce Department 
reported its third estimate of the second quarter GDP. 

 Fed keeps interest rate unchanged. After much speculation by global market 
participants in the past few weeks, the U.S. Federal Reserve decided not to make a 
move. 

 U.S. job growth slows but unemployment rates down as well. Being seen as 
one of the major indicators for the Fed to determine whether to raise its near-zero 
interest rates, the U.S. Department of Labor reported a slower than expected job 
number. 

 Euro-zone inflation turns negative. Inflation within the Euro-zone dropped 
below negative territory in September, the first time it has been below zero since 
March this year. 

 China’s imports tumble. China’s imports took a dive in August, posting a year-
over-year decline of 13.8% in August. It was the tenth consecutive monthly drop, 
reflecting lower commodity prices and sluggish consumer demand. 

 Japan Nikkei turns negative for the year. After a strong run in the early part of 
the year, Japan’s Nikkei 225 index year-to-date (YTD) return turned negative in 
September. 

 

 
 

 

 

  

Index/Commodity/Currency 

Close Month Change YTD Change 

S&P/TSX Composite 

13,306.96 -552.2 -1,325.5 

 -4.0% -9.1% 

BMO Nesbitt Burns Small Cap 

648.83 -39.1 -105.0 

 -5.7% -13.9% 

Dow Jones Industrial Average 

16,284.70 -243.3 -1,538.4 

 -1.5% -8.6% 

S&P 500 

1,920.03 -52.2 -138.9 

 -2.6% -6.7% 

NASDAQ Composite 

4,620.16 -156.4 -115.9 

 -3.3% -2.4% 

MSCI-EAFE Index 

1,644.40 -92.4 -130.5 

 -5.3% -7.4% 

WTI Crude Oil (per barrel, in $US) 

45.39 -2.7 -8.2 

 -5.65% -15.2% 

Gold (per ounce, in US$) 

1,113.90 -20.2 -69.6 

 -1.8% -5.9% 

Canadian Dollar (¢ per US$) 

74.93 -0.9 -11.1 

 -1.2% -12.9% 

Sources: Bloomberg, PC Bond 



Canadian Markets 
 No change by the Bank of Canada. With the economy falling into a technical 

recession, the central bank opted to maintain its trendsetting rate at 0.50% at its 
latest meeting. This follows July’s surprise interest rate cut, the second this year, 
and an outlook downgrade as global volatility increases and oil weakness persists. It 
does, however, come after recent upbeat economic data and is expected to post 
modest growth for the balance of the year. In a statement, Governor Poloz said, 
“The simulative effects of previous monetary actions are working their way through 
the Canadian economy.”  

 GDP grows. Despite being in a technical recession, the Canadian economy 
expanded for a second straight month. In the month of July, GDP grew by 0.3%, 
beating expectations of 0.2% economists predicted, and suggesting a rebound from 
a very weak first half of 2015. The latest report comes during a federal election 
campaign where the economy has been hot issue for all political parties. The oil 
sands was the main source of the recent growth followed by manufacturing, 
specifically in the auto industry. 

 Inflation holds. Annual inflation in Canada was unchanged in the August holding, 
at 1.3%, which provided fodder for the Bank of Canada to continue to keep interest 
rates low. Also for the month, prices were higher for seven of the eight components 
tracked, with food seeing the largest increase of 3.6%, which helped offset a 12.6% 
decline in gasoline. Core inflation, which omits volatile components, fell from July’s 
2.4% to 2.1% in August.  

 Unemployment rises. Twelve thousand new jobs were added to the labour 
markets in August, with most of them being of a full time nature. However, at the 
same time, more people were looking for employment resulting in the 
unemployment rate rising to 7.0% from 6.8% where it has held steady for the last 
six months. Economists had expected a decline of 4,500 positions for the month and 
provided some optimism that the recent economic dip would be temporary and the 
economy would see some growth in the second half of the year.  

 PPI falls. The index that gauges the price manufacturers receive when goods leave 
their plants fell in August mainly due to two sectors: energy and petro products. Of 
the 21 sectors tracked, these were the only two that fell, collectively accounting for 
a 4.7% decline, taking the index lower by -0.3% during the month, but better than 
the -0.5% expected by economists. For year-over-year ending in August, the 
producer price index fell 0.4%, led by energy and raw materials. 

 Retail sales rise. Retail sales climbed for the third straight month in July, thanks 
to increase in sales from car dealers and clothing stores. Sales rose by 0.5% in July, 
matching economists’ forecast. New car sales increased by 2.7%, the sixth straight 
monthly increase. Sales at clothing and accessories stores rose 2.5%, the first 
increase in three months. 

 Bank of Canada addresses commodity cycle. In s speech in Calgary Economic 
Development’s 2016 Economic Outlook event, Governor of Bank of Canada, Stephen 
Poloz, indicating that Canada has experience in riding through large movements in 
commodity prices.  A floating exchange rate helps absorbing some of the impact of 
the price movements. A lower Loonie at this time helps reducing risk of deflation. 

 Canada wholesale trade flat. The value of wholesale trade was unchanged in July as gains in sectors such as machinery and motor 
vehicles were offset by a drop in the food industry. Economists predicted a rise of 0.7%. The machinery and motor vehicle sector rose 
by 1% and 0.2% respectively; the food industry fell by 0.5% to offset those gains. 

 Manufacturing sales rise. Output at Canada’s factories rose in July, providing some hope that the economy may be turning a bend to 
a recovery. For the month, sales rose 1.7% to $52.2B led by the automobile sector. This beat both expectations of 1% by economists 
and the previous month’s 1.5% gain. Of the 21 sectors tracked, twelve were up with vehicles rising 5.6% and auto parts increasing 
12.1%,as both the strength of the U.S. economy and our weak dollar helped the month’s reading. 

 Security purchases fall. Foreigners shied away from Canadian investments as they sold off $10.12B in assets in July, mainly in 
equity holdings. This was the largest monthly sell off in seven months as data pointed to a recessionary environment in Canada’s 
economy resulting in equities comprising $9.72B of the decline. On the other side of the table, Canadians exit their foreign holdings by 
selling $4.24B in equities, but then picked up $4B in U.S. Treasuries for a net decline of $0.24B. This was a huge turnaround from 
June’s asset purchase of $8.9B. 

 Housing news: 
o Starts rise. A condo boom in Toronto helped lift housing starts for August by 12% to a level not seen since September 2012. 

CMHC reported, on a seasonally-adjusted basis that groundbreakings rose to 216,924 units from July’s count of 193,253 
beating median forecasts of 190,500. The housing market continues to defy expectations as the economy posts back-to-back 
quarters of negative growth.  

o Permits decline. The value of building intentions in Canada fell in July to $7.74B, a decline of 0.6%. This exceeded 
expectations that called for a monthly decline of 5%. Most of the decline was attributed to a 13.9% drop in commercial permits 
while residential buildings, mainly in multi-unit structures, increased 8.9% but was not enough to offset. Geographically, most 
activity was seen in Ontario and B.C. mostly in condo activity. 

o Home prices higher. The country’s robust housing market continued to tread higher as Statistics Canada reported their new 
home price index rose 0.1% in July, just below analysts’ 0.2% estimate. Toronto, Oshawa, and Vancouver led all cities traced 
with 0.3% gains where market conditions and higher input costs contributed to an increase in prices. StatCan’s index is up 
1.3% on an annualized basis and omits multi-family dwellings. 

o Existing home sales rise. Vancouver and Toronto remain the country’s real estate hotspots as these two markets 
compensated for weakness in other regions. For the month, sales activity rose 0.3% from July and 4% from the same period 
last year, on a non-seasonally adjusted basis. CREA forecasts that the 2015 housing market will see a 3.3% growth, with 
average home prices rising 6.2% to $433,600. 
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U.S. Markets 
 Worst quarter in four years for the U.S. market. 3rd quarter turned out to be the 

worst quarter in four years for the U.S. market. All three major indices recorded 5%-
plus drop in the quarter - the S&P 500 index fell by 6.9%; the Dow Jones Industrial 
Index lost 7.6%; Nasdaq fell by 7.4%. September was another volatile month for the 
stock market; triple-digit inter-day or even intra-day swings were not uncommon 
during the month. The Dow Jones Industrial Average fell 1.5% or 243 points, closing 
the month at 16,285. The S&P 500 index lost 2.6% or 52 points, ending at 1,920. 
Nasdaq was hit the hardest in September, losing 3.3% or 156 points, ending the 
month at 4,620. 

 U.S. second quarter GDP stronger than estimated. The Commerce Department 
reported its third estimate of the second quarter GDP. The third estimate was 
reported to be 3.9%, slightly higher than the second estimate of 3.7% from last 
month. The third estimate also beat economists’ forecast of 3.7%. The higher 
reading was bolstered by higher consumer spending. 

 Yellen expects the Fed to raise rates this year. Federal Reserve Chair Janet 
Yellen spoke in an event in Massachusetts and mentioned that the Fed is still likely to 
raise interest rates this year, despite previous week’s decision to keep interest rates 
at its lowest level in nearly a decade. Yellen said, “Most FOMC participants, including 
myself, currently anticipate that achieving these conditions will likely entail an initial 
increase in the federal funds rate later this year, followed by a gradual pace of 
tightening thereafter.” 

 Fed keeps interest rate unchanged. After much speculation by global market 
participants in the past few weeks, the U.S. Federal Reserve decided not to make a 
move. After a two-day meeting, the Fed announced on Thursday that it would keep 
its interest rates unchanged, due to worries about the global economy, financial 
market volatility, and weak domestic inflation. Fed Chair Janet Yellen said in the 
press conference, “in light of the heightened uncertainty abroad…the committee 
judged it appropriate to wait.” 

 CPI falls. U.S. consumer prices fell for the first time in seven months due to lower 
gasoline prices and a strong U.S. dollar. The Labor Department reported its 
Consumer Price Index (CPI) slipped 0.1% in August; economists expected the gauge 
to stay flat. Year-over-year, the CPI rose 0.2% after a similar move in July. The core 
CPI, which strips out food and energy costs, rose 0.1% in August; year-over-year, 
the core CPI rose 1.8% in August. 

 U.S. job growth slows but unemployment rates down as well. Being seen as one of the major indicators for the Fed to 
determine whether to raise its near-zero interest rates, the U.S. Department of Labor reported a slower than expected job 
number. Non-farm payrolls were reported to increase by 173,000 in August, missing economists’ forecast for a gain of 220,000. 
Despite the miss, the unemployment rate declined to a 7½-year low of 5.1%. 

 Consumer sentiment drops. The University of Michigan reported its final consumer sentiment index for September. The index 
fell to 87.2 for September, the lowest reading since October 2014 and was the third monthly decline in a row. Despite the decline, 
it was better than economist’ forecast for a reading of 86.5 and was higher than the reading of 84.6 from a year ago. 

 U.S. ‘flash’ manufacturing PMI remains flat. Markit reported its ‘flash’ manufacturing purchasing managers’ index for 
September. The reading was 53, the same as August and was in line with Economists’ expectation. A reading above 50 indicated 
the sector were still in growing mode, but a flat and two-year low reading also indicated that the pace of the growth was not 
increasing and was less than desired.  

 U.S. retail sales increase. Core retail sales, the gauge closely corresponds to consumer spending, increased in August, another 
piece of solid economic data for the U.S. economy. The gauge that excludes automobiles, gasoline, building materials and food 
services rose 0.4% in August, after a revised 0.6% increase in July. Overall retail sales rose 0.2% in August. 

 U.S. PPI remains unchanged. The Labor Department reported that its producer price index (PPI) remained unchanged in August 
compared to a 0.2% increase in July. The strong U.S. dollar and low energy prices offset the gain coming from the retailing sector. 
Year-over-year, PPI fell 0.8% in August, the seventh decline in a row.  

 Wholesale inventories drop. Wholesale inventories fell in July for the first time since 2013, an indication that businesses might 
start to pare down on existing merchandise. The Commerce Department reported that wholesale inventories fell by 0.1% in July 
compared to a 0.7% increase in June. It was the first decline since May 2013 and was a lot lower than economists’ forecast for a 
rise of 0.3%. 

 U.S. housing news: 
o Home price grows steadily. The S&P/Case-Shiller Home Price Index rose sharply by increasing 4.7% year-over-year in 

July, outpacing the 4.5% increase in June. Month-over-month, prices increased at a more modest pace, gaining 0.4% 
between June and July after seasonal adjustment. 

o Pending home sales fall. The National Association of Realtors reported that August’s pending home sales fell by 1.4% 
in August compared to July. Year-over-year, sales are still 6.1% higher, but the pace of the increase was slowing down. It 
was believed that the tight supply of homes in the market and the rising prices were the main factors explaining the 
slowdown. 

o Existing home sales drops. Existing home sales fell by 4.8% in August to a seasonally adjusted annual pace of 5.31 
million units. The drop was worse than economists’ forecast for a drop of 1.1% to a seasonally adjusted annual rate of 
5.53 million. The tumble was believed to be attributed to the recent price increase where potential buyers might be priced 
out of the market. Nationwide, the median home price rose to $228,700 in August, a 4.7% increase over a year ago. 

o Housing starts drop but permits rise. Housing starts fell 3% in August to a seasonally adjusted annual pace of 1.13 
million units, missing economists’ estimate for an annual pace of 1.17 million units. In contrast, a number of building 
permits increased 3.5% to a 1.17 million-unit pace, after a 15.5% decline in July. 
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European Markets 
 Euro-zone inflation turns negative. Inflation within the Euro-zone dropped below negative territory in September, the first time 

it has been below zero since March this year. Prices fell by 0.1% on an annual basis, missing economists’ prediction for no change. 
Tumbling oil prices was considered one of the major factors for the sluggishness in price increase. Excluding energy prices, inflation 
rose by a more respectful 1%.  

 Euro-zone unemployment hits three-year low. Euro-zone’s unemployment rate fell to 10.9% in July, the lowest level since 
February 2012. Italy was the lone bright spot as its unemployment rate unexpectedly dropped from 12.5% reported in June to 
12%; that was after two consecutive months of troubling increases. The economic locomotive within the 19-member bloc, 
Germany, recorded the lowest unemployment rate at 4.7%. 

 More QE from ECB? Due to a faded inflation outlook and worries about the global economy, ECB’s President Mario Draghi said for 
the first time that the QE program within the Euro-zone could be expanded if needed. Mr. Draghi announced at a news conference, 
“There aren’t special limits to the possibilities that the ECB has in gearing up monetary policy.” The ECB projected the Euro-zone 
headline inflation to average around 0.1% in 2015, down from its previous estimate of 0.3%. 

 Euro-zone ‘flash’ PMI falls. Research firm Markit reported that its ‘flash’ composite purchasing managers’ index (PMI) for the 
Euro-zone fell from August’s final reading of 54.3 to 53.9 in September; economists’ predicted the gauge to fall to 54.1. Despite the 
slight dip in September, the index was still above the 50 level and had been so since mid-2013. 

 Euro-zone industrial output up. Industrial production in the Euro-zone increased more than economists’ estimate, a sign of 
momentum for the 19-member bloc’s economy. Industrial production rose 0.6% in July, beating economists’ forecast for a rise of 
0.3%. Year-over-year, the gauge was 1.9% higher than last July. The increase in July was widespread, with France being the main 
exception which had a fall of 0.8% in production. Greece was a pleasant surprise, with an increase of 4.3%, which ranked second 
best among the group. 

 Greece election. Alexis Tsipras won another term as the Prime Minister for the debt-laden country. The difference this time around 
was that his mandate is to support a bailout agreed upon with creditors, instead of fighting with them. Tsipras’s left-wing party, 
Syriza, received over 35% of the vote from Greek voters, beating its closest rival New Democracy by close to seven percentage 
points. It was expected that Tsipras will start a big economic overhaul to address Greece’s debit issues. 

 

Asian Markets 
 China’s imports tumble. China’s imports took a dive in August, posting a year-over-year decline of 13.8% in August. It was the 

tenth consecutive monthly drop, reflecting lower commodity prices and sluggish consumer demand. A surprised devaluation in the 
yuan in August and slowing consumer demand did not provide the market with a lot of optimism that the downward trend is 
reversing any time soon.  

 China’s CPI rises, but PPI falls. China’s consumer price and producer price ran in opposite directions. The consumer price index 
(CPI) rose by 2% in August, thanks to a jump in pork prices. Economists expected the CPI to increase by only 1.8%. However, the 
producer price index (PPI) fell by 5.9% in August, worse than economists’ forecast for a drop of 5.4%. It was the 42nd consecutive 
month of decline for the gauge.  

 China ‘flash’ PMI falls. The Markit/Caixin ‘flash’ purchasing managers’ index (PMI) was reported to be 47.0 in September, a drop 
from August’s final reading of 47.3 and was below economists’ estimate for a small bounce to 47.5. It was also the gauge’s six-year 
low. Recent worries about China’s economic health were deepened by the decline of the closely-watched gauge. 

 Japan Nikkei turns negative for the year. After a strong run in the early part of the year, Japan’s Nikkei 225 index year-to-date 
(YTD) return turned negative in September. At the end of September, the Nikkei 225 index posted a negative return of 0.36% YTD 
compared to a YTD return of 18% recorded back in July. The tumble was mostly attributed to the weakening global economic 
outlook, especially the health of China’s economy since China is Japan’s biggest trading partner. 

 Japan’s GDP shrinks less than expected. Japanese’s GDP shrank less than initially thought in the second quarter. Q2 GDP was 
reported to shrink by 1.2% in Q2, better that the first estimate of a 1.6% contraction. In an attempt to spur business growth, Prime 
Minster Shinzo Abe promised that he will follow through with a corporate tax cut. Abe said in an event in Tokyo that he would lower 
the corporate tax rate by at least 3.3% next year and would do more if needed. Japan was estimated to have the second highest 
corporate tax rate among the G7 nations currently.  

 Japan service PMI rises. Japan’s service Purchasing Managers’ Index (PMI) went up in August, indicating that the service sector 
of the world’s third largest economy was gaining some steam. The Markit/Nikkei service PMI rose from July’s final reading of 51.2 to 
53.7 in August, the highest reading since October 2013. 
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