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Overall Highlights 
 S&P/TSX falls. The unknowns of the Greek debt crisis provided the catalyst for 

an overall decline in the S&P/TSX Composite Index in June. At month’s end, the 
Index had a net decline of 3.1% or -461 points to close at 14,553. Year-to-date, 
at the end of the second quarter, the TSX is down 0.5%. In addition to the 
problems in Europe, sluggishness in China’s economy — as well as our own — 
added to the lacklustre monthly performance as energy, resource, and commodity 
demand begins to wane. 

 Loonie lower. A flight to the safety of the U.S. greenback sent the Loonie lower 
overall for the month as investors moved their money from Europe. The decline in 
our dollar was minimal, giving back 17/100ths of a U.S. cent to end at US80.13 
cents per Canadian dollar, a drop of 0.2%. Weakness in commodities and 
resources added to our currency’s decline as key global economies begin to see 
slower growth. 

 Gold drops. The yellow metal fell for a third straight month as unprecedented 
strength in the U.S. dollar had investors flocking to it instead of this traditional 
safe-haven asset. At the end of June, gold fell off US$18.40, a decline of 1.5%, to 
close at US$1,172.10 per ounce. Demand in the world’s largest consumers, China 
and India, remains strong and helped prop up the metal from further decline; 
however, gold may be losing its luster as a “go-to” investment in times of 
uncertainty or political instability. 

 Oil down. West Texas Intermediate (WTI) held steady for the month declining 
US$0.89, or -1.5%, to end at US$59.40 a barrel. The commodity dropped as 
news on three fronts indicated over-supply will continue to persist in the near 
future. Firstly, output from OPEC members is expected to increase their 
production to 32.13M barrels daily. Second, an agreement with Iran and curbs to 
their nuclear program would see millions of barrels hitting global markets in a 
short time. And lastly, the slowing number of oil rig closures in the U.S. signals 
increased output from reserves in the Gulf of Mexico. 

 Economy cools again. For a second month in a row, Canada’s GDP fell again in 
April by 0.1% as weakness in mining and energy were the common drivers as in 
the past. 

 Jobless rate steady. The economy surged pass analyst estimates gaining 
59,000 new jobs in May, mainly in the private sector. 

 Inflation rises. The higher cost of food pushed the consumer price index higher 
by 0.9% in May. 

 Manufacturing sales fall. Disappointing sales from the manufacturing sector 
showed the Canadian economy is slower to recover than many had hoped. 
 

 U.S. Q1 GDP revised upward. The Commerce Department revised its estimate 
of the first-quarter GDP from -0.7% to a slightly better -0.2%. 

 Fed expects to raise rates by the end of the year. The Fed maintained the 
current interest rates at historical-low level but re-assured that a rate hike is 
coming this year. 

 Consumer sentiment rises. In June, the University of Michigan’s consumer 
sentiment rose to its highest level since January, gaining sharply from May’s 
reading of 90.7 to 96.1. 

 Euro-zone back to inflation. Eurostat reported that the consumer prices in the 
19-member bloc increased by 0.2% month-over-month and 0.3% year-over-
year in May. 

 S&P cuts credit ratings. Standard & Poor’s Ratings Services (S&P) downgraded 
Greece’s credit rating to triple-C-minus with a negative outlook. 

 China cuts interest rates again. It was the fourth rate cut by the world’s 
second largest economy in recent months. 

 Exports and imports fall in China. Both imports and exports fell in China, 
adding to the challenges of policy makers’ attempt to maintain the 7% annual 
growth target. 

 Japan’s ‘flash’ manufacturing PMI falls. Japan’s ‘flash’ manufacturing 
Purchasing Managers Index (PMI) fell in June as new orders fell and output 
growth slowed. 

 

 
 

 

 

  

Index/Commodity/Currency 

Close MonthChange YTDChange 

S&P/TSX Composite 

14,553.33 -460.8 -79.1 

 -3.1% -0.5% 

BMO Nesbitt Burns Small Cap 

760.97 -28.5 7.1 

 -3.6% 0.9% 

Dow Jones Industrial Average 

17,619.51 -391.2 -203.6 

 -2.2% -1.1% 

S&P 500 

2,063.11 -44.3 4.2 

 -2.1% 0.2% 

NASDAQ Composite 

4,986.87 -83.2 250.8 

 -1.6% 5.3% 

MSCI-EAFE Index 

1,842.46 -56.5 67.6 

 -3.0% 3.8% 

WTI Crude Oil (per barrel, in $US) 

59.40 -0.9 5.9 

 -1.48% 10.9% 

Gold (per ounce, in US$) 

1,172.10 -18.4 -11.4 

 -1.5% -1.0% 

Canadian Dollar (¢ per US$) 

80.13 -0.2 -6.1 

 -0.2% -7.0% 

Sources: Bloomberg, PC Bond 



Canadian Markets 
 Economy cools again. For a second month in a row, Canada’s GDP fell again in 

April by 0.1% as weakness in mining and energy were the common drivers as in the 
past. Expectations by analysts called for a 0.1% increase as oil’s shock continues to 
reverberate through the economy. Following a first quarter decline of 0.6% on an 
annual basis, the month’s reading opens the possibility of another Bank of Canada 
rate cut this year. 

 Jobless rate steady. The economy surged pass analyst estimates gaining 59,000 
new jobs in May, mainly in the private sector. For the fifth consecutive month, the 
unemployment rate was unchanged at 6.8%, with the participation rate also holding 
steady at 65.9%. Most of the month’s gains were seen in Ontario as the province 
added 44,000 positions, pushing its jobless rate lower to 6.5%, followed by B.C. 
with 31,000 new hirings. Sector-wise, manufacturing was the winner, gaining 
22,000 following months of decline. This provides optimism that the low Loonie is 
starting to benefit from exports. 

 Inflation rises. The higher cost of food pushed the consumer price index higher by 
0.9% in May. A lower dollar pushed the price of fresh fruit and vegetables higher by 
3.8%, while energy’s 11.8%, annualized, helped dampen a higher inflation increase 
for the month. Core CPI, which specifically excludes these sectors, was reported to 
be 2.2% for the year, down 0.1% from April. 

 Manufacturing PMI gains. Economic output rose to its highest level since the 
beginning of the year as the RBC Manufacturing PMI ended May at 49.8. During the 
month, export orders gained and provided some optimism that a growth trend may 
be starting for the economy — especially with the Loonie staying depressed and 
input costs remain low. However, business conditions continue to be weak putting 
the possibility of monetary stimulus back on the Bank of Canada’s radar. 

 Manufacturing sales fall. Disappointing sales from the manufacturing sector 
showed the economy is slower to recover than many had hoped. For the month of 
April, factory sales fell 2.1% on sales of $49.8B, a 7.3% decline from highs in July 
2014. Most of the decline was due to lower food, energy and aerospace sales as the 
strength of the Canadian dollar was partly to blame. This was the third decline four 
months as sales remain sluggish following negative growth of the economy in the 
first quarter. 

 Wholesale sales climb higher. Statistics Canada reported surprise April numbers 
as wholesales receipts gained 1.9%, a second straight monthly increase, to $55.2B. 
Expectations called for only a 0.3% gain as four of the seven sectors tracked rose, 
led by the auto sector’s 9.3% increase. Excluding autos, sales would have risen 
0.4%. In terms of volume, sales increased 2.0% with most coming from Ontario, 
one of seven provinces seeing gains for the month. 

 Retail sales drop. Consumers were less open to spending in April as retail sales 
fell 0.1% on lower food and electronic sales. Forecasts called for a 0.7% increase 
following two months of gains as four of the 11 subsectors monitored, accounting 
for 43% of the month’s trade, dropped to $42.5B in receipts. Excluding the volatile 
auto sector, sales would have fallen further to 0.6%. 

 PPI gains. The Producer Price Index managed to reverse the previous month’s 
decline by rising 0.5% in May as higher gasoline and energy prices led the advance. 
However, of the 21 sectors tracked, only three were positive while 15 sectors 
declined led by autos, auto parts, and aerospace. Excluding energy costs, the PPI, 
which measures the prices received by producers for their goods, would have fallen 
0.2% for the month. 

 Housing News: 
o Starts ride higher. Housing activity rose again in May, as multi-unit dwellings led the monthly rush. In May, over 201,000 

homes annualized broke ground, a 10% increase from April. Specifically, condominiums and apartment construction rose 
16.9%, with much of the growth coming from Eastern Canada. Expectations had called for starts of 185,000 units, which 
touched a 10-month high, as the low interest environment is helping build confidence. 

o Permits soar higher in April. The number of intentions to build rose, as the value of permits increased 11.6% to $7.8B. 
The bulk of permits came from Ontario, which included increased demands for medical facilities and government buildings, 
and surpassed economist predictions of a 5% decline for the month. The commercial sector rose 30.2% in April, similar to 
the previous month, while residential homes rose 1.2%. 

o New home prices edge up. The price of a new home in Canada rose 0.1% in April, with all markets increasing except for 
Calgary, which declined for the second straight month. The month’s increase was led by a 0.2% growth in the 
Toronto/Oshawa regions, while Calgary continues to struggle, falling 0.4%. On an annualized basis, prices are up 1.1%, 
which is the slowest year-over-year growth since February 2010. 

o Existing home prices rise. The Teranet-National Bank Home Price Index saw a 0.9% increase in April for the largest 11 
cities in Canada. Prices were higher in 10 of the 11 cities, led by Halifax and Montreal, with Calgary being the lone laggard, 
due to weak oil prices. Compared to the same period last year, prices were higher in nine of the 11 regions, leading with 
Toronto, Vancouver, and Hamilton. 

o Existing home sales rise.  For the fourth straight month, gains were seen in the sales of existing homes in May, as 
reported the Canadian Real Estate Association. For the month, the number of homes sold rose 3.1% from April as 
homebuyers take advantage of the low interest rates sending the sales to a five-year high. Vancouver and Toronto remain 
the country’s hot spots with 9.4% and 8.9% gains compared to year earlier.  
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U.S. Markets 
 U.S. market drops. The U.S. stock market had a bad June; all three major market 

indices retreated. The broad-based S&P 500 shed 44 points or 2.17%, closing the 
month at 2,063. The Dow Jones Industrial Average closed the month at 17,620, 
losing 391 points or 2.2%. Nasdaq was the best performer among the three, but 
still lost 83 points or 1.6%, ending the month below the 5000-level at 4,987. 

 U.S. Q1 GDP revised upward. The Commerce Department revised its estimate of 
the first-quarter GDP from -0.7% to a slightly better -0.2%. Stronger than expected 
Q1 consumer spending growth pace, 2.1% versus the previously reported 1.8%, 
helped lift up the gauge of economic growth. The GDP revision was in line with 
economists’ forecast. 

 Inflation increases. U.S. consumer prices posted its largest gain in more than two 
years in May as gasoline prices jumped. The Labor Department reported that 
Consumer Price Index (CPI) rose 0.4% after a 0.1% gain in April; economists 
expected the CPI to rise 0.5% in May. Gasoline prices jumped 10.4% in May, 
accounting for most of the increase in CPI. The so-called core CPI, excluding food and 
energy costs, increased by 0.1% in May; year-over-year, the core CPI rose by 1.7%. 

 U.S. job market growth accelerates sharply. U.S. employment had a stellar 
month in May. Non-farm payrolls increased 280,000, the largest gain since 
December last year and was way higher than economists’ forecast for an increase of 
225,000. The payroll gains were broad-based. Unemployment rose slightly to 5.5% 
from 5.4% in the previous month, but the increase was believed to be due to new 
college graduates joining the labor force. 

 Fed expects to raise rates by the end of the year. The Fed maintained the 
current interest rates at historical-low level but re-assured that a rate hike is 
coming this year. After its two-day meeting, the Fed said in its policy statement 
that, “Economic activity has been expanding modestly,” and “The pace of job gains 
picked up while the unemployment rate remained steady….” The Fed also lowered 
its 2015 economic growth forecast from 2.3%-2.7% to 1.8%-2.0%. 

 IMF urges the Fed to delay rate hike. The International Monetary Fund (IMF) made a call for the U.S. Federal Reserve to think 
twice before raising benchmark interest rates for the first time since late 2008. In a statement, the IMF said, “There is a strong 
case for waiting to raise rates until there are more tangible signs of wage or price inflation than are currently evident.” Along with 
this statement, the IMF also slashed U.S. GDP growth forecast of 2015 from the previous estimate of 3.1% to 2.5%. 

 U.S. factory orders drop. New orders for factory goods fell in April as demand for transportation goods weakened, an indication 
that a strong dollar and a spending cut in the energy sector are taking its toll on the manufacturing sector. New orders slipped 
0.4% in April, compared with March’s 2.2% increase. Factory orders have declined in eight of the past nine months. 

 Retail sales jump. The Commerce Department reported that retail sales increased 1.2% in May, beating economists’ forecasts 
for a rise of 1.1%. The so-called core retail sales figure, excluding automobiles, gasoline, building materials and food services, 
increased by 0.7%, also beating economists’ estimates for a rise of 0.5%. 

 U.S. industrial production falls. The industrial production index fell 0.2% in May, the sixth straight month the index was in 
negative territory. Accounting for three-quarters of the index, the manufacturing sector also declined by 0.2% in May. Sharp 
appreciation of the U.S. dollar was believed to be the main reason for the weakness. 

 Durable goods orders down. The Commerce Department reported that orders for durable goods in May declined by 1.8%, 
missing economists’ forecast for a smaller drop of 1%. The closely watched proxy for business spending plans, the core capital 
goods orders excluding the transportation sector, increased by 0.4% last month, also missing economists’ estimate for a rise of 
0.5%. A strong U.S. dollar and a weak energy sector were believed to be major headwinds for durable goods. 

 U.S. consumer spending jumps. The Commerce Department reported that consumer spending increased by 0.9 in May, the 
largest gain since August 2009; economists estimated a 0.7% rise only. When adjusted for inflation, spending rose by 0.6%, the 
largest gain since last August. 

 Consumer sentiment rises. In June, the University of Michigan’s consumer sentiment rose to its highest level since January, 
gaining sharply from May’s reading of 90.7 to 96.1. Economists forecast the gauge to rise to 94.6 in June. 

 U.S. housing news: 
o Building permits surge. Permits for future home construction surged to near eight-year high, suggesting the housing 

market is building up momentum. Building permits increased 11.8% to a seasonally adjusted annual pace of 1.28 million 
units, the highest reading since August 2007. The number also beat economists’ forecast for an annual pace of 1.1 
million units. Permits have been above the 1 million-unit mark since July. 

o Housing starts drop. Housing starts fell 11.1% in May to a seasonally adjusted annual pace of 1.04 million units after 
a strong April, seeing a surge of 22% to an annual pace of 1.17 million units. Economists forecast housing starts falling 
to a 1.1 million-unit pace in May. Despite the fall, economists were positive on the market in the near future as housing 
supplies have been tight in the U.S. 

o Home prices rise. The Federal Housing Finance Agency reported that home prices in April rose 0.3% on a seasonally 
adjusted basis from March, missing economists’ call for an increase of 0.5%. It was also reported that home prices rise 
5.3% year-over-year in April. 

o Existing home sales surge. Existing home sales increased by 5.1% to an annual rate of 5.35 million units, the highest 
level since November 2009. Economists expected existing home sales to rise to a 5.26 million-unit pace. A tightening 
labour market was starting to push wage growth, which should provide a boost to the housing market. 

o New home sales surge too. New home sales rose to its seven-year high, another sign that the housing market is 
gaining steam. New home sales increased 2.2% in May to reach an annual pace of 546,000 units, the highest level since 
February 2008. Sales of new homes have soared 24% year to date in May. 

o Pending home sales surge. The National Association of Realtors reported its index of pending sales increase 0.9% to a 
seasonally-adjusted 112.6 in May, the highest level since April 2006. Economists forecast a 1.2% increase in May. The 
trend also looked promising as it was the fifth straight month that pending sales had gone up. 
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European Markets 
 Euro-zone back to inflation. Eurostat reported that the consumer prices in the 19-member bloc increased by 0.2% month-over-

month and 0.3% year-over-year in May. Core inflation, excluding food and energy costs, rose 0.1% month-over-month and 0.9% year-
over-year in May. Eurostat said that price increases in areas such as vegetables, restaurants, cafes, and tobacco pulled up overall year-
over-year inflation. 

 Euro-zone ‘flash’ PMI rises. The large-scale stimulus program by the ECB seemed starting to pay dividend. Markit’s Composite ‘flash’ 
Purchasing Managers’ Index surged to its 4-year high in June, rising from May’s final reading of 53.5 to 54.1. Two of the economic 
forces within the 19-member bloc, Germany and France, were leading the way with a reported PMI reading of 54.0 and 53.4 
respectively. 

 Euro-zone retail sales increase and unemployment down. Eurostat reported that retail sales within the Euro-zone rose 0.7% from 
the previous month and 2.2% year-over-year; economists forecast sales to rise by only 2% year-over-year. Eurostat also reported that 
April’s unemployment rate within the 19-member bloc dropped to 11.1% from March’s 11.2%; it was the lowest rate in three years. 

• No bailout extension for Greece. Right after calling the referendum to determine whether to accept creditors’ proposal and just 
hours before the deadline to make a 1.5 billion euro repayment to the IMF, Prime Minster Alexis Tsipras made another unexpected 
move by asking the Euro-zone rescue fund for a third bailout of €29.1B. The proposed dollar amount would have covered Greece’s 
needs for the next two years. The request was immediately rejected by the Euro-zone finance ministers. German Chancellor Angela 
Merkel ruled out negotiation with Greece until the Greeks cast their votes on whether to accept the creditors’ cash-for-reform proposal. 

• S&P cuts credit ratings. Standard & Poor’s Ratings Services (S&P) downgraded Greece’s credit rating to triple-C-minus with a 
negative outlook. The rating agency also speculated a 50% chance of the debt-ridden country exiting the Euro-zone. The cut marked 
the fourth cut to Greece’s credit ratings this year. 

 

Asian Markets 
 China cuts interest rates again. It was the fourth rate cut by the world’s second largest economy in recent months. The People’s 

Bank of China said it would cut the rate on a one-year loan by commercial banks by 0.25% to 4.85%; on the flip side, the interest paid 
on a one-year deposit was also lowered by 0.25% to 2%. The central bank also lowered the deposit-reserve ratios by 0.5% for some 
banks that lend to small businesses and agriculture-related businesses. 

 China’s inflation remains soft. Both consumer and producer inflation remained subdued for the world’s second largest economy. 
Annual consumer inflation eased to 1.2% in May, due to drop in food prices, while economists expected a drop of 1.3%. Producer Price 
Index (PPI) slid 4.6% year-over-year in May, making this the 39th straight month of declines.  Economists’ forecasted a fall of 4.5% 
explaining overcapacity was the main cause of the decline. 

 China service PMI rises. The HSBC/Markit China services Purchasing Managers’ Index (PMI) rose to 53.5 in May from April’s 52.9. 
The reading was an eight-month high and represented the fourth straight month of acceleration, a positive sign for the slowing-down 
economy.   

 China ‘flash’ manufacturing PMI rises. The HSBC ‘flash’ manufacturing PMI rose slightly in June but remained under the 50-mark 
separating between expansion and contraction. The gauge for manufacturing activity improved slightly from May’s final reading of 49.2 
to 49.6, beating economists’ forecast for a reading of 49.4.   

 Exports and imports fall in China. Both imports and exports fell in China, adding to the challenges of policy makers’ attempt to 
maintain the 7% annual growth target. Exports in May fell 2.5% from a year ago, a smaller fall than the estimated 5% by economists. 
Imports, however, tumbled by 17.6% versus economists’ expectations for a drop of 10.7%.  Weak demands from overseas and 
domestically have been causing a sluggish condition for trades. 

 Japan’s CPI increases slightly. Japan’s core consumer price index (CPI) rose 0.1% year-over-year in May, beating economists 
forecast for the gauge to remain unchanged. The so-called core-core inflation, excluding food and energy, rose 0.4% year-to-date in 
May. 

 Japan’s ‘flash’ manufacturing PMI falls. Japan’s ‘flash’ manufacturing Purchasing Managers Index (PMI) fell in June as new orders 
fell and output growth slowed. The Markit/JMMA ‘flash’ manufacturing PMI fell to 49.9 in June from May’s final reading of 50.9. New 
orders index fell from May’s final reading of 50.9 to June’s preliminary reading of 49.4; output index fell from May’s final reading of 
51.9 to June’s preliminary reading of 50.5. 

 Yen is “very weak” already states Kuroda. Bank of Japan Governor Haruhiko Kuroda told a parliamentary committee that the 
Japanese currency was already “very weak” and that he was not foreseeing any further retreat even if the U.S. Federal Reserve raises 
interest rates. After Kuroda’s comment, the Yen shot up 1.3%, from its 13-year low.   
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