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Overall Highlights 

 S&P/TSX drops. Canada’s primary equity markets showed some promise 
during the month with multiple day advances, but retreated following the 
holiday break. For the month of December, the S&P/TSX Composite index fell 
460 points to close at 13,010, a drop of 3.4%. A sell-off in oil to price levels 
not seen in 11-years, sent oil companies and the Index lower. For the year, 
the S&P/TSX is down 11.1% on a price return basis, which is a decline of 
1,622 points compared to 2014. 

 Loonie dips. The dollar took a hit in December as energy and commodity 
prices slipped. At month-end, the Loonie lost 3.6% to close at US72.25 
cents, a loss of 2.66 cents, and after closing below the 72-cent mark during 
the middle of the month, a level not seen since 2004. For the year, the dollar 
was off by 16.2%, which is a loss of 13 and 95/100ths US cents to end the 
year. 

 Gold slightly lower. The yellow metal had a small loss for the month as 
investors exited the safe-haven asset following the much anticipated U.S. 
Federal Reserve’s interest rate hike. At month’s closing, gold dropped 0.3% 
to close at US$1,060.50 per ounce, or US$3.30. Overall though, gold 
continues to tumble from its all-time high in 2011, as the bulls continue their 
run in the equity markets. For the year, gold has fallen 10.4% or US$123.00 
per ounce. 

 Oil sputters. West Texas Intermediate (WTI) fell to multi-year lows as 
discouraging news from OPEC early in the month sent valuations tumbling. In 
December, WTI lost -11.2% to end at US$37.07 a barrel, a loss of US$4.67 
after bouncing back from an 11-year low mid-month. A decision by OPEC on 
December 4 to keep its current output policy did little to stem the oversupply 
that continues to burden the commodity. For 2015, WTI is down US$16.48 
per barrel, a 30.8% declined from the end of 2014. 

 No change in interest rates. The central bank left its key interest rate 
unchanged at its last meeting of the year. Most expected the Bank of Canada 
(BoC) to leave the trend-setting rate at 0.5% as it reported the economy was 
adapting to lingering low oil prices. 

 Employment disappoints. The economy lost 35,700 jobs in November, 
mainly of a part-time nature of individuals that helped in running October’s 
federal election. 

 GDP flat. Economic output for the country was unchanged in October 
following a 0.5% decline in September. 

 Inflation lower. The monthly Consumer Price Index (CPI) fell in November 
due to an unexpected drop in wholesale sales. 

 U.S. third-quarter GDP revised down slightly. The government revised 
the 3rd quarter GDP growth slightly down to 2% from the second estimate of 
2.1%. 

 U.S. Federal Reserve raises interest rates. After a lot of speculation in 
the past couple of years, the Fed finally made its big move-raising the range 
for its federal funds rate to between 0.25% and 0.5%. 

 U.S. consumer sentiment remains strong. The University of Michigan 
consumer sentiment index was reported to be 92.6, higher than the 
preliminary reading of 91.8 and November’s final reading of 91.3. 

 Euro-zone GDP grows. GDP within the 19-member bloc grew in the third 
quarter. Eurostat reported that economic growth in the 19 countries sharing 
the euro, increased by 0.3% quarter-over-quarter, between July and 
September. 

 ECB is extending QE. In an effort to fight low inflation and sluggish 
growth, the ECB announced a number of changes to its current stimulus 
program. ECB President Mario Draghi announced that the central bank will 
extend its 60-billion euro monthly asset purchase program to at least March 
2017. 

 China’s exports and imports fall. Both exports and imports in China fell 
in November, but the pace of drop in imports moderated. 

 

 
 

 

 

  

Index/Commodity/Currency 

Close MonthChange YTDChange 

S&P/TSX Composite 

13,009.95 -459.9 -1,622.5 

 -3.4% -11.1% 

BMO Nesbitt Burns Small Cap 

650.18 -18.1 -103.7 

 -2.7% -13.8% 

Dow Jones Industrial Average 

17,425.03 -294.9 -398.0 

 -1.7% -2.2% 

S&P 500 

2,043.94 -36.5 -15.0 

 -1.8% -0.7% 

NASDAQ Composite 

5,007.41 -101.3 271.4 

 -2.0% 5.7% 

MSCI-EAFE Index 

1,716.28 -24.7 -58.6 

 -1.4% -3.3% 

WTI Crude Oil (per barrel, in $US) 

37.07 -4.7 -16.5 

 -11.19% -30.8% 

Gold (per ounce, in US$) 

1,060.50 -3.3 -123.0 

 -0.3% -10.4% 

Canadian Dollar (¢ per US$) 

72.18 -2.7 -14.0 

 -3.6% -16.3% 

Sources: Bloomberg, PC Bond 



Canadian Markets 
 No change in interest rates. The central bank left its key interest rate unchanged 

at its last meeting of the year. Most expected the Bank of Canada (BoC) to leave the 
trend-setting rate at 0.5% as it reported the economy was adapting to lingering low 
oil prices. As well, the BoC said the strength of the U.S. economy, low Canadian 
dollar, and its two rate cuts earlier this year helped increase exports from the 
manufacturing sectors. The BoC expressed renewed concerns on high consumer debt 
levels with the resource sector struggling and inflation near the bottom of its target 
band of 1-3%. With a possible U.S. rate hike later this month, it’s not expected that 
Governor Stephen Poloz will do the same with Canada’s rate. 

 Employment disappoints. The economy lost 35,700 jobs in November, mainly of a 
part-time nature of individuals that helped in running October’s federal election. The 
decline was four times more than the 10,000 estimated and was seen across all 
provinces, as the jobless rate rose to 7.1% from 7% in October. Overshadowed by 
the monthly decline was the addition of 36,000 full-time positions indicating 
favourable job growth and stronger fundamentals in the labour market. The largest 
job loss was seen in Alberta, which shed 15,000 workers, increasing its 
unemployment rate to 7%, higher by 0.4%. For the month, the participation rate 
declined 0.2% to 65.8% 

 GDP flat. Economic output for the country was unchanged in October following a 
0.5% decline in September. Gains in resources and commodities were equally offset 
by losses in utilities, retail, and manufacturing, which has been struggling to gain 
momentum in the last few months. The lackluster growth to start the last quarter of 
the year conjured rumors of possibly another rate cut by the central bank. 

 Inflation lower. The monthly Consumer Price Index (CPI) fell in November due to 
an unexpected drop in wholesale sales. Forecasts called for an increase of 0.1%, but 
StatCan’s inflation reading was reported to be 0.1%. On an annual basis, however, 
CPI rose sharply from 1% in October to 1.4% due to higher meat & produce and 
housing prices. With a year having passed since the start of energy’s downfall, 
inflation readings should more accurately reflect consumer price changes. Speaking 
of omitting volatile components, core inflation dropped a notch to 2% annually for 
the month. 

 Retail sales inch higher. Heading into the holiday season, retail sales rose less 
than anticipated according to Statistics Canada. In October, retail receipts were 
higher by 0.1%, below expectations of 0.4%, as purchases of cars and clothing were 
the bright spots for the month, while food purchases were lower. On an annualized 
basis, retail sales are higher by 1.9% for the month. 

 Manufacturing sales decline. Statistics Canada reported lower sales from 
manufacturing in October, which illustrates the difficulties being experienced in the 
sector. For the month, sales were down 1.1% to $50.4B due to lower sales in 
petroleum, coal, airplane, and machinery. This was the third straight month of 
decreases, but an improvement over the previous month’s 1.5% drop, as it the 
forecast for October was for a 0.5% drop. 

 Wholesales sales lower. As wholesale trade fell for a fourth straight month and missed forecasts, it is stoking concerns of the 
health of Canada’s economy and recovery. In October, trade fell 0.6%, below predictions for a 0.1% gain, to $54.7B. Sales in food, 
tobacco, autos and parts, were lowered again during the month, which suggests that fourth quarter data will be weak just after the 
Canadian economy exited its technical recession from the first half of 2015. 

 Manufacturing PMI higher. RBC’s monthly survey measuring overall business conditions improved in November, after touching a 
record low in October. As demand for Canadian exports improved, the Manufacturing PMI was reported to be 48.6, up from a 
reading of 48.0 from last month. However, lower commodity and prices and falling new orders kept the Index in contractionary 
territory, meaning below the 50 mark for eight of the 11 months in 2015. 

 Canada housing news: 
o Existing home sales rise. The number of homes changing hands was higher in November, as the hot Toronto and 

Vancouver markets compensated for weakness in other areas of Canada. During the month, existing sales rose 1.8% from 
October, while annually, sales were higher by 10.9%, on a non-seasonally adjusted basis. 

o Housing starts higher. The pace of starts rose more than expected in November as the housing market defies all reason 
as the economy waivers. CMHC reported that for the month, 211,916 units on an annualized basis were started, which is 
higher than October’s 197,712. Multi-unit dwellings accounted for most of the gain, rising 13.2%, while single homes fell 
3.6%. Geographically, most of the activities took place in the Prairies, Ontario, and Maritimes, while declines were seen in 
the remaining regions. 

o Building permits bounce back. Intents to build surged in October, mainly in Alberta as contractors flocked to apply 
before new regulations take effect in that province. Statistics Canada reported the value of building permits jumped 9.1% 
to $7.7B during the month, which is comfortably above expectations of 2.9%. If Alberta’s one-time event had been 
omitted, permits valuations would have declined 1.9%. 

o New home prices rise. The hot Toronto market led all regions in October, as home prices rose 0.3% nationally above the 
0.1% forecast. Canada’s largest metropolitan rose 0.5% and is to blame due to market conditions and the rising price of 
land. On an annualized basis, prices were 1.5% higher, the largest annual gain since Statistics Canada reported in 
December 2014. Progressively rising home prices have stoked concerns that due to low interest rates, Canadians may be 
assuming more debt than they can manage. 

 

 
 
  

S&P/TSX Composite Index 
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U.S. Markets 
 U.S. market retreats. The U.S. stock market fell in the final month of the year 

with all three major indices posting negative returns. The broad-based S&P 500 
index dropped 1.8% in December, closing the year at 2,059. The Dow Jones 
Industrial Average lost 1.7%, ending at 17,425. Nasdaq gave back 2%, ending the 
year barely above the 5000-level at 5,007. On a one-year basis for 2015, the S&P 
500 index and the Dow Jones Industrial Average lost 0.7% and 2.2%, respectively. 
Nasdaq was the lone gainer of 2015, posting a positive return of 5.7% in U.S. dollar 
terms. 

 Third-quarter GDP revised down slightly. The government revised the 3rd 
quarter GDP growth slightly down to 2% from the second estimate of 2.1%. 
Reduction in exports, due to a strong U.S. dollar and buildup of inventories during 
the first half of the year, were proved to be the headwind in the 3rd quarter. 
Plunging oil prices also caused some energy companies to curtail new capital 
investments. Consumer demand had been solid though, rising at a rate of about 3% 
in the 3rd quarter.  

 U.S. Federal Reserve raises interest rates. After a lot of speculation in the past 
couple of years, the Fed finally made its big move-raising the range for its federal 
funds rate to between 0.25% and 0.5%. It was the first interest rate hike in nearly 
a decade, as the last rate increase took place in June 2006. The Fed also made clear 
that the path of the interest rate increase will be gradual. Janet Yellen said in the 
press conference, “the process is likely to proceed gradually.”  

 Inflation remains unchanged. The headline consumer inflation remained flat in 
November, but the core figure increased, according to the report by the Labor 
Department. The Consumer Price Index (CPI) stayed flat in November after a 0.2% 
increase reported in October. The core CPI, which excludes food and energy, 
increase by 0.2% in November, the third consecutive monthly increase. In the 12 
months through November, headline CPI increased by 0.5%, the largest gain since 
last December; core CPI moved up by 2% in November, after rising 1.9% in 
October. 

 Job market maintains momentum in November. U.S. job market remained 
robust in November. The Labour Department reported that the economy pumped 
out 211,000 jobs in November, better than economists’ forecast for an increase of 
200,000. Unemployment rate was held at 5%, the lowest figure in 7.5 years. The 
robust job data strengthened the view that the Fed will likely hike interest rate in its 
upcoming meeting on December 15 and 16. 

 U.S. durable goods orders stay flat. Orders for durable goods were unchanged in November; however, the core capital goods 
orders, proxy for business spending plans, dropped more than economists expected. The so-called core capital goods, excluding 
the volatile aircraft sector, fell by 0.4% in November, more than the 0.1% dip estimated by economists. Again, a strong U.S. 
dollar and businesses’ attempt to get rid of excess inventories were believed to account for the weakness. 

 U.S. consumer sentiment remains strong. The University of Michigan consumer sentiment index was reported to be 92.6, 
higher than the preliminary reading of 91.8 and November’s final reading of 91.3. It was also higher than economists’ forecast for 
a reading of 92.0. December’s reading was also the highest since July. 

 U.S. retail sales increase. Retail sales increased by 0.2% in November, missing economists’ estimate for an increase of 0.3%, 
as reported by the Commerce Department. However, the core retail sales figure, the gauge that corresponds more closely with 
the consumer spending component of the GDP figure, beat estimates. The core retail sales, which exclude automobiles, gasoline, 
building materials and food services, increased by 0.6%, higher than October’s 0.2% gain and economists’ forecast for a 0.4% 
increase. 

 U.S. manufacturing shrinks. The manufacturing sector shrank for the first time since November 2012. The Institute of Supply 
Management (ISM) reported that its national factory index fell to 48.6 in November from 50.1 in October. Falling below the 50-
mark meant that the sector was in contraction mode. Currently, manufacturing accounts for about 12% of U.S. GDP, with the 
sector being dampened by a strong U.S. dollar and recent efforts by businesses to reduce inventory build-up. 

 U.S. housing news: 
o Housing starts rebound. Housing starts rebounded in November from a seven-month low. The Commerce Department 

reported that groundbreaking surged 10.5% in November to a seasonally adjusted annual pace of 1.17 million units, 
better than economists’ forecast for a pace of 1.14 million units. It was the eighth month in a row that housing starts 
were more than 1 million units. 

o Building permits jump. Building permits surged to a five-month high in November as the number of permits increased 
11%, to a seasonally adjusted 1.29 million units, which is up from the October’s 1.16 million units. The number also 
surpassed economists’ expectations for a decline of 1% to 1.15 million units. 

o Existing home sales plummets. The National Association of Realtors (NAR) reported that existing home sales in 
November dropped to a level not seen since April 2014. Sales fell by 10.5% to a seasonally adjusted annualized rate of 
4.76 million units, well below economists’ estimate for a pace of 5.32 million units. The decline was the biggest fall since 
July 2010. NAR attributed the deep decline to the new mortgage disclosure rules, which is causing delay of closings, and 
the lack of supply in the market. 

o New home sales rise. New U.S. single-family home sales rose 4.3% to a seasonally adjusted annual pace of 490,000 
units, according to the Commerce Department, which was less than economists’ forecast for a 505,000-unit pace. 
October’s sales pace was also lowered to 470,000 units from the 495,000 units reported previously. 

o Home prices rise. According to the S&P/Case-Shiller National Home Price Index, home prices rose by 5.2% year-over-
year in October, compared to a 4.9% increase in September. San Francisco, Denver, and Portland recorded the highest 
year-over-year gains among the 20 major cities. Tight supply in homes for sale was believed to be the major factor 
driving up prices. 
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European Markets 
 Euro-zone GDP grows. GDP within the 19-member bloc grew in the third quarter. Eurostat reported that economic growth in the 

19 countries sharing the euro, increased by 0.3% quarter-over-quarter, between July and September. On a year-over-year basis, 
the region grew by 1.6%. Both figures were on par with the original estimates, citing household spending, inventories, and 
government spending as contributors.  

 Euro-zone inflation unchanged. Inflation within the Euro-zone remained unchanged in November, missing economists’ forecast 
and adding pressure to the ECB to expand its stimulus program. Eurostat reported that the consumer prices within the 19-member 
bloc rose by 0.1%, the same pace as October, and was lower than economists’ estimate of 0.2%. The main drag for inflation 
continues to be low energy costs, which was 7.3% lower than compared to a year ago. 

 ECB is extending QE. In an effort to fight low inflation and sluggish growth, the ECB announced a number of changes to its 
current stimulus program. ECB President Mario Draghi announced that the central bank will extend its 60-billion euro monthly 
asset purchase program to at least March 2017. The ECB also cuts deposit rate further into negative territory, slashing it by 10 bps 
to -0.3%. The European equity market tumbled after the announcement though, as the ECB’s action was deemed not enough to 
stimulate growth. 

 Lending improves within Euro-zone. Good news for the ECB, which has been fighting slack credit within the region, as lending 
activities improve within the Euro-zone in November.. Lending to companies and households increased by 0.9% and 1.4% 
respectively year-over-year in November. 

 Euro-zone “flash” PMI drops slightly, but remains strong. Despite a slight drop from November’s final reading, December 
“flash” composite purchase managers index (PMI) showed that the euro-zone economic recovery remained on track. December 
“flash” reading was reported to be 54.0, a slight retreat from November’s final reading of 54.2. Despite the pull back, the three 
most recent readings had been the strongest (on average for four and-a-half years) and were all above the 50-mark, which 
separates the region’s economy between expansion and contraction. 

 Euro-zone manufacturing PMI rises. Euro-zone manufacturing growth reached a 19-month high in November, but the pace was 
still considered modest given price-cutting by firms and depreciation of the Euro. The Markit’s manufacturing purchasing managers’ 
index (PMI) rose from 52.3 in October to 52.8 in November. The gauge for growth in manufacturing activity within the region has 
been above the 50-mark for more than two years. 
 

Asian Markets 
 China’s exports and imports fall. Both exports and imports in China fell in November, but the pace of drop in imports 

moderated. Exports declined by 6.8% in November, lower than economists’ estimate for a fall of 5%. Imports also dropped, for the 
13th straight month, but at a much slower pace. November’s import fell by 8.7%, a much smaller drop than the 18.8% slump 
reported in October. 

 Inflation stabilizes. Due to price gains in food and services, China’s consumer inflation picked up in November. The consumer 
price index advanced by 1.5% in November from a year ago, slightly higher than economists’ estimate for an increase of 1.4% and 
October’s 1.3%. Food prices climbing up 2.3% and services increasing by 2.1%, both contributed to the increase.  

 China’s industrial production grows. China’s Industrial production rose faster than economists expected in November. The 
National Bureau of Statistics reported that China’s industrial production rose 6.2% in November year-over-year, a faster pace than 
October’s 5.6% growth, and was the strongest pace since June. It also beat economists’ expectation for a 5.7% growth. 

 China’s foreign exchange reserves shrink. Money is leaving China. China’s foreign exchange reserves were reported to be 
$3.43 trillion in November, a fall of $87 billion from the previous month and one of the biggest drops ever. Money has been flowing 
out of the world’s second largest economy since August, when China shocked the whole world by depreciating its currency. The 
reserve had fallen nine of the eleven months this year. 

 
 Japan’s 3rd quarter GDP revised up. Japan was not really in a recession, at least not in technical terms. The world’s third 

largest economy revised its 3rd quarter GDP to be growing at a 1% annualized rate, instead of the fall of 0.8% reported in its first 
estimate. The contraction reported initially had put Japan in a technical recession, which is defined as having two consecutive 
quarters of economic contraction. A reverse of the business investment segment from a quarterly drop of 1.3% to a gain of 0.6%, 
contributed to the revision. 

 Mixed economic data out of Japan. Japan released a number of economic data near the end of the month, and they didn’t 
provide a clear direction as to where the economy of the world’s third largest economy is going. On the negative side, retail sales 
fell 1% in November year-over-year, worse than economists’ consensus for a drop of 0.6%. Industrial output also dropped by 1% 
in November from the previous month, more than the estimated decline of 0.5%. One positive sign was the increase in consumer 
inflation. Core consumer price index (CPI), excluding fresh food prices, rose 0.1% in November year-over-year, beating 
economists’ forecast for a flat reading. 

 Japan adjusts its QE. After denying, several times, that Japan’s QE program would need to be expanded, the Bank of Japan 
(BOJ) made a move last week, tweaking instead of “expanding” the QE program. The first major adjustment was to lengthen the 
maturity of the Japanese government bond that it is buying, from 7-10 years to 7-12 years. The second major adjustment was to 
increase its annual purchase of exchanged-traded funds (ETFs) by 3 billion yen; BOJ‘s existing scheme is to buy 3 trillion yen of 
ETFs a year. 
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