
For the month ended October 31st, 2015

 S&P/TSX advances. After a dismal September, the country’s largest equity 
market had a solid month as energy and commodities recovered recent losses. 
For the month, the S&P/TSX Composite Index ended at 13,529, a gain of 222 
points or 1.7%. A gain, albeit slow, in economic growth in Canada helped 
move the index higher coupled with a surprise interest rate move by China’s 
central bank providing some fodder for equities to advance. As well, no rate 
hike by the U.S. Federal Reserve kicked the possibility of an increase to mid-
December, the final FOMC meeting of 2015. 

 Loonie soars. The dollar bounced back after touching an 11-year low in 
September as energy and commodity prices rose. For the month, the Loonie 
gained one and 41/100ths of a U.S. cent, to close at US76.48 cents per 
Canadian dollar, a rise of 1.9%. The retreat of the U.S. greenback following its 
central bank’s non-action on interest rates and a rate cut by the People’s Bank 
of China sent our currency higher as the world’s two largest economies do 
what is necessary to stave off a global slowdown. 

 Gold shines. The yellow metal rose during the month as global economies 
struggle to achieve growth momentum, sending investors to the safe-haven 
asset. At the month’s closing, gold gained US$27.80, an advance of 2.5%, to 
close at US$1,141.70 per ounce. Gold was near a multi-week low as markets 
remained close to the sidelines following hawkish comments by the Federal 
Reserve and weak economic data provided no firm direction on interest rates 
heading into the next and last Fed meeting for the year in December. 

 Oil up. West Texas Intermediate (WTI) traded higher in October as it remains 
plagued by oversupply and softening demand. For the month, WTI gained 
US$1.00, or 2.2%, to end at US$46.39 a barrel. Reported output declines in 
some OPEC members, such as Saudi Arabia and Iraq, and lower oil rig counts 
in the U.S. provided some loft to prices but global production remains at near 
record highs with Iran poised to add to the supply problems. 

 Economy squeezes a gain. Canada’s GDP managed a gain in August for the 

third straight month, but was an indication that growth may be hard to come 
by going forward. For the month, Statistics Canada reported 0.1% month-
over-month growth from July putting the economy on track for a 2.5% 
annualized pace in the third quarter. 

 No change in interest rates. Following two rate cuts during the year, the 
BoC surprised no one by keeping its overnight lending rate at 0.5%. Lower oil 
and commodity prices continue to hamper business investment and economic 
growth, as cited by the BoC in a statement, and were the main reasons for 
their cut in outlook for the Canadian economy. 

 Inflation falls. Lower gasoline prices sent the nation’s inflation rate lower in 
September. Predictions had called for a 0.1% decline but Statistics Canada 
reported a -0.2% decline despite increases in seven of the eight tracked 
sectors by the Agency. 

 Unemployment higher. The economy added more than 12,000 new jobs in 
September; however, the unemployment rate ticked up higher as more people 
were seeking work. For the month, the jobless rate rose to 7.1%, a high not 
seen since February 2014. 

 U.S. Federal Reserve stays put. The Fed decided not to make a move in 
October but hinted that it can still do so in December. After its two-day policy 
meeting, the Fed said that it was still monitoring the global economic 
developments but did not mention that the U.S. economy would likely be 
impacted significantly, different from what it warned in the last meeting. 

 IMF downgrades global growth forecast. The International Monetary Fund 
(IMF) downgraded its global growth forecast for the second time this year. It 
forecasted that the world economy would grow by 3.1% this year and by 3.6% 
in 2016. 

 China reports better than expected GDP growth. China reported its third 
quarter GDP grew at 6.9%, a figure that drew a lot of skepticism from 
economists around the world. 

 

 

 

 

 

  

Index/Commodity/Currency 

Close 
Month 

Change 

YTD 

Change 

S&P/TSX Composite 

13,529.17 222.2 -1,103.3 

 1.7% -7.5% 

BMO Nesbitt Burns Small Cap 

677.09 28.3 -76.8 

 4.4% -10.2% 

Dow Jones Industrial Average 

17,663.54 1,378.8 -159.5 

 8.5% -0.9% 

S&P 500 

2,079.36 159.3 20.5 

 8.3% 1.0% 

NASDAQ Composite 

5,053.75 433.6 317.7 

 9.4% 6.7% 

MSCI-EAFE Index 

1,771.66 127.3 -3.2 

 7.7% -0.2% 

WTI Crude Oil (per barrel, in $US) 

46.39 1.0 -7.2 

 2.20% -13.4% 

Gold (per ounce, in US$) 

1,141.70 27.8 -41.8 

 2.5% -3.5% 

Canadian Dollar (¢ per US$) 

76.42 1.4 -9.8 

 1.8% -11.3% 

Sources: Bloomberg, PC Bond 



 Economy squeezes a gain. Canada’s GDP managed a gain in August for the third 
straight month, but was an indication that growth may be hard to come by going 
forward. For the month, Statistics Canada reported 0.1% month-over-month growth 
from July putting the economy on track for a 2.5% annualized pace in the third 
quarter. However, the sluggishness may persist for the rest of the year as energy 
aftershocks continued to be felt throughout the economy. Forecasts called for a 
monthly gain of 0.3%. 

 No change in interest rates. Following two rate cuts during the year, the BoC 

surprised no one by keeping its overnight lending rate at 0.5%. Lower oil and 
commodity prices continue to hamper business investment and economic growth, as 
cited by the BoC in a statement, and were the main reasons for their cut in outlook 
for the Canadian economy. For 2016, the BoC forecasts 2% growth, down from an 
earlier 2.3%, and 2.5% in 2017, a drop from 2.6%. This spurred any discussions of 
an interest rate hike for the time being, unlike its U.S. counterpart, the Federal 
Reserve, which is looking to increase its interest rates in the near future. 

 Inflation falls. Lower gasoline prices sent the nation’s inflation rate lower in 
September. Predictions had called for a 0.1% decline but Statistics Canada reported 
a -0.2% decline despite increases in seven of the eight tracked sectors by the 
Agency. On an annualized basis, the CPI was 1%, marking the 10th time in a row 
the rate was below the Bank of Canada’s target of 2%. Meanwhile, core inflation, 
which omits volatile components, was unchanged at 2.1%, in line with forecasts. 

 Unemployment higher. The economy added more than 12,000 new jobs in 

September; however, the unemployment rate ticked up higher as more people were 

seeking work. For the month, the jobless rate rose to 7.1%, a high not seen since 

February 2014. All of the gains were of a part-time nature as employers shied away 

from full-time hirings due to the weakness of the Canadian economy. The 

participation rate continues to hold at 65.9%. 

 Producer price index lower. Weak gasoline prices declined despite advances in 
raw materials as the producer prices fell 0.3% in September. Expectations were for 
a 0.1% decline for the month as 15 of the 21 sectors tracked rose and only four 
declined. A 3.6% fall in energy and petroleum, led by a 0.7% decline in gasoline, 
proved to be too deep of a hole to climb out of. Had energy been excluded, the PPI 
would have risen 0.2% in September. On an annualized basis, producer prices are 
lower by 0.4%. 

 Wholesale sales flat. Wholesale trades declined in August, surprising economists 
who anticipated a gain of 0.2%. For the month, lower trade in autos and machinery 
sent sales lower by 0.1%, on par with the previous month’s revised number. On a 
volume basis, it was also lower by 0.5% while inventories increased 0.6% to 
$73.2B. 

 Retail sales higher. Increased purchases in automobiles boosted retail sales 
higher in August. During the month, Statistics Canada reported sales of $43.6B, up 
0.5% from July and the fourth straight month of increases. Expectations were for a 
gain of 0.1%. The low cost of borrowing is apparently stoking consumer 
consumption and hopefully increased job activity as we head into the holiday 
shopping season. Had the auto sector been ignored, sales would have been flat in 
August. In volume terms, retail sales rose 0.7%. 

 Manufacturing sales decline. After three months of advances, factory sales fell in August, but less than forecasted. For the month, 
receipts tallied to $52.1B, a drop of 0.2% as the oil, coal, auto, and aircraft sectors saw declines on weak demand. Expectations were 
for a decrease of 1.0%. Analysts do see rosier times ahead with the balance of 2015 and into 2016 thanks to expectations of strong 
U.S. growth and a weaker dollar to help boost the manufacturing industry. 

 Manufacturing PMI falls. Typically seen as a leading indicator for the economy, the RBC Manufacturing PMI Index contracted again 

in September. For the month, the measure fell to 48.6, from August’s 49.4, the lowest since 2010 when the survey was created and a 

sign of deteriorating business conditions following the economy’s back-to-back negative quarters. Many blame the low Canadian dollar, 

which is supposed to boost exports and manufacturing, but instead resulted in higher costs of inputs. 

 Housing News: 

o Home sales fall. Activity in the sales of existing homes fell in September on declines in the Vancouver and Toronto markets. For 
the month, sales dropped 2.1%, to just under 42,000 units, as reported by the Canadian Real Estate Association, with Vancouver 
falling 3.8% and Toronto by 3.5%. Nationally, sales in September were up just 0.7% from the same period last year with prices 
up 6.1% to $433,639. 

o Building permits decline. Fewer intents to build were seen as both commercial and residential demand fell. In August, the value 

of building permits fell by 3.7% to $7.55B, brought down by a 5.1% decline in residentials and a 1.3% in non-residential 

construction. Expectations called for an advance of 0.3% for the month. 

o New home price higher. The cost of a new home, as reported by Statistics Canada, rose 0.3% in August on strong demand in 

Ontario. Expectations called for a monthly increase of 0.2%. Regionally, Toronto/Oshawa rose 0.6% while Vancouver ticked up 

0.1%. Annually, prices are higher by 1.3%. 
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 U.S. market rebounds strongly. After suffering the worst quarterly performance in 

four years, the U.S. stock market rebounded strongly in October. All three major 

indices posted strong gains during the month. The broad-based S&P 500 index 

gained 159 points or 8.3%, ending the month at 2,079. The Dow Jones Industrial 

Average went up by 1379 points or 8.5%, closing at 17,664. Nasdaq was the best 

performer among the three, moving up by 434 points or 9.4%, finishing the month 

above the 5000-level at 5,054. 

 U.S. Federal Reserve stays put. The Fed decided not to make a move in October 

but hinted that it can still do so in December. After its two-day policy meeting, the 

Fed said that it was still monitoring the global economic developments but did not 

mention that the U.S. economy would likely be impacted significantly, different from 

what it warned in the last meeting. It also repeated that “underutilization of labor 

resources has diminished”, a statement indicating that despite the recent slowdown 

in job growth, the Fed still had faith in the labour market.  

 U.S. GDP growth slows in the 3rd quarter. U.S. GDP growth slammed on the 

brakes in the third quarter, after a robust 3.9% annual growth reported in the 

second quarter. The Commerce Department reported that GDP was growing at an 

annual rate of 1.5% in the third quarter on its first estimate. Business paring down 

their inventories put a dent on the GDP figure, but consumer spending, which 

accounts for more than two-third of the U.S. economy, maintained its momentum. 

 U.S. CPI drops. The Labor Department reported that the Consumer Price Index 
(CPI) fell 0.2% in September, the biggest drop in eight months. The drop was 
believed to be caused by cheaper gasoline prices which fell 9% in September. Year-
over-year, the CPI was unchanged. The core CPI, which excludes food and energy 
costs, rose 0.2% after an uptick of 0.1% in August. Year-over-year, core CPI 
increased by 1.9%, the largest gain since July 2014. 

 Unemployment rate unchanged. The addition of 142,000 non-farm jobs kept the 

U.S. unemployment rate unchanged at 5.1% in September, below expectations of 

200,000. Most of the new hirings occurred in the healthcare and information sectors 

while the mining sector shed the most during the month. 

 U.S. consumer spending rises slightly. Consumer spending rose slightly in September, suggesting some cool off in domestic 

demand. Accounting for two-thirds of U.S. economic activity, consumer spending edged up 0.1% in September, compared with a 

0.4% increase record in August.  

 Retail sales lose steam. U.S. retails sales rose less than expected, an indication that consumers might start tightening up their 
purse strings. Retails sales rose 0.1% in September, missing economists’ estimate for a rise of 0.2%. The core retails sales, which 
excludes sales of automobiles, gasoline, building materials, and food services, dropped 0.1% in September after a downwardly 
revised gain of 0.2% in August. 

 U.S. PPI falls. The Labor Department reported that the Producer Price Index (PPI) fell 0.5% in September, the largest monthly 
decline since January this year. Year-over-year, the PPI fell 1.1% in September after falling 0.8% in August; it was the eighth 
straight drop for the year-over-year figure.  

 Industrial production falls. Industrial production fell for the second month in September. Output dropped 0.2% after a 0.1% 
dip reported in August, on par with economists’ forecast. A slowing global economy and strong U.S. dollar has been a drag on the 

industrial sector as demand for U.S. manufactured goods slows. Low oil prices also led to reduction of capital spending by the 
energy sector. 

 ISM service PMI slows. Despite staying above the 50 separation mark between expansion and contraction for the 68th month, 

the Institute for Supply Management’s (ISM) non-manufacturing purchasing managers index (PMI) fell in September. The gauge 

for the health of the service sector in U.S. fell to 56.9 from August’s reading of 59.0. The index made its all-time high at 60.3 in 

July.  

 U.S. wholesale inventories rise. The Commerce Department reported that wholesale inventories increased by 0.1% in August, 

higher than economists’ forecast for a flat reading. The increase came mostly from business equipment, including computers. At 

August’s sales pace, it would take 1.31 months to clear the inventories. A high inventory-to-sales ratio usually means an 

unwanted inventory build-up. 

 U.S. Housing News: 
o Housing starts increase, permits fall. The Commerce Department reported that housing starts increased by 6.5% to a 

seasonally adjusted pace of 1.21M units in September, beating economists’ forecast for an annual pace of 1.15M units. It was 
believed that the strong demand from the rental market was one major factor explaining the solid growth. On the flip side, 
building permits fell more than anticipated to a seasonally adjusted 1.10M units, a drop of 5.0%. 

o Single-family home prices rise. Single-family home prices in U.S. rose at a slightly faster pace in August than in July. The 

S&P/Case Shiller composite index of 20 metropolitan areas increased by 5.1% in August on a year-over-year basis, compared 

with a 4.9% increase recorded in July. August’s figure was in line with economists’ expectation. 

o New home sales fall. Single-family home sales dropped to one-year low in September. The Commerce Department reported 

that sales fell by 11.5% to a seasonally-adjusted annual pace of 468,000 units, the lowest level since November 2014. 

Economists expected new home sales to fall by 7.8% to an annual pace of 550,000 units. 

o Pending home sales down. The National Association of Realtors reported that its pending home sales index dropped 2.3% 

to a seasonally adjusted reading of 106.8 in September, the second-lowest level of the year and the second consecutive 

monthly drop. Economists had forecasted a rise of 1%. Some economists blamed the decline on shortage in properties and 

the volatile stock market in the last quarter. 
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 Euro-zone‘s inflation unchanged. Eurostat reported that year-over-year inflation within the Euro-zone was unchanged in October, 

adding more pressure for the ECB to ease monetary policy further. The main factor preventing prices from increasing was low energy 

prices, which fell 8.7% year-over-year. Excluding the volatile energy and food elements, the core inflation was 0.9%, a slight 

increase from September’s 0.8%. 

 ECB is open to more stimulus. ECB’s president Mario Draghi said that he is open to expand on its stimulus program, including 
possibly cutting the already-negative deposit rate. Mr. Draghi said “We are ready to act if needed, and we are open to the full menu 
of monetary policy.” The 19-member bloc’s inflation slipped by 0.1% in September, which prompted talks about whether the ECB 
would need to do more to stimulate the economy. 

 IMF downgrades global growth forecast. The International Monetary Fund (IMF) downgraded its global growth forecast for the 

second time this year. It forecasted that the world economy would grow by 3.1% this year and by 3.6% in 2016. The IMF mentioned 

that after $7 trillion in quantitative easing programs by different countries, investment, growth, and productivity remain stuck at 

pre-crisis levels. The IMF also expressed concern over the growth in developing economies, especially China, and the timing of the 

much-discussed Fed rate hike.  

 

 China reports better than expected GDP growth. China reported its third quarter GDP grew at 6.9%, a figure that drew a lot 
of skepticism from economists around the world. Many economists believed that the actual growth was one or two percentage 
points below the official figure. Despite better than expected growth reported, the 6.9% growth rate still casts doubts on whether 
China will be able to meet the 7% growth target it set for year 2015, which would already be its slowest pace in a quarter century.   

 China cuts interest rates. The People’s Bank of China (PBOC) cut its one-year lending and deposit rate by 25bps each to 4.35% 
and 1.5%, respectively. In addition, PBOC also reduced the reserve requirement ratio (RRR) for all financial institutions by 50bps. 
It was the fourth RRR cut and the sixth interest rates cut since November last year.  

 China’s inflation. China’s Consumer Price Index (CPI) and Producer Price Index (PPI) continued to move in different directions. 
Year-over-year September CPI rose 1.6%, less than economists’ forecast for a rise of 1.8%. Food price inflation, which had been 
driving up consumer inflation, rose 2.7% in September compared to an increase of 3.7% in August. In contrast, September PPI fell 
by 5.9%, in line with economists’ expectations, but it was the 43rd straight month of declines; spare capacity and sluggish domestic 
demands were believed to be the factors.  

 China’s imports slump. China’s imports continued to slump in September. Imports fell 20.4% in September from a year earlier 
to US$145.2 billion, and it was the 11th straight month of declines. It has been widely expected that China will post its slowest GDP 
growth in a quarter of a century this year due to weak global demand, overcapacity, and cooling business investments.  

 
 Japan holds off on stimulus. Despite some expectations from the market that Bank of Japan (BOJ) would expand on its 

monetary stimulus to aid its still-struggling economy, the central bank said not yet. BOJ decided to stay put on its current stimulus 

program but said it would “study risks to economic activity and make adjustments as appropriate.” Despite continuous support 

from the central bank and the government, recently released economic data had not been very encouraging for the world’s third 

largest economy. 

 Japan’s exports slow. Japan’s annual exports slowed significantly in September as shipment volume to China shrank. Ministry of 
Finance reported that export rose 0.6% in September, missing economists’ forecast for a gain of 3.4% by a wide margin. It was 
the slowest growth since August last year. If upcoming economic data continues to be weak, it is expected that Bank of Japan may 
have to expand on its stimulus program. 

 Japan’s retail sales improve. Japan’s retail sales data for the third quarter provided some relief for the struggling economy. 

Retails sales increased by 1.8% during July-September, compared to a 0.2% increase in the previous quarter. It was believed the 

increase in the third quarter was attributed to falling prices and gradual wage gains. 

 Japanese PM urges corporations to increase capital spending. Japan Prime Minster Shinzo Abe urged corporations in Japan 
to use their cash piles on capital investment instead of hoarding it. This move followed Abe’s intervention in the labour market 
earlier to press firms to raise wages. Both moves were attempts to boost growth of the economy. Abe’s talks come at a time when 
his “Abenomics” seemed to be losing momentum. The government has been reducing corporate tax rates in hope that corporations 
would reinvest the extra cash; however, capital expenditures grew by only 5 trillion yen in the past two years while corporations’ 
cash reserves increased by 50 trillion yen during the time span. 
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