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Overall Highlights 
 S&P/TSX gains. Canada’s main equity index was able to muster a monthly 

gain amidst soft economic data reported during the month. Gains in energy 
and commodities help to buoy the index higher by 128 points, or 0.9%, to 
end at 14,726. Dovish sentiment by the central banks of the U.S. and Japan 
to remain accommodative helped equity markets as well. 

 Loonie lower The Loonie was slightly lower from the previous month’s 
close, ending at US76.20 cents per Canadian dollar, down 4/100ths of a U.S. 
cent, or -0.1%. Mixed data from Canada and abroad as well as comments 
from the U.S. Federal Reserve had our dollar riding a roller coaster of highs 
and lows during the month. 

 Gold higher. The world’s largest economy showed signs of slowing down, 
fueling rumours that the Federal Reserve may take a step back from the 
hawkish tone seen at the start of the year. With no change in U.S. rates 
coming until at least after the presidential elections in November, investors 
sought the yellow metal. At the end of September, gold gained US$7.20, or 
0.5%, to close at US$1,318.80 per ounce. 

 Oil up. West Texas Intermediate (WTI) crude got a big lift during the month 
as the latest meeting in the Algiers between OPEC members ended in an 
agreement - in principal - to cut oil production. Markets welcomed the news, 
sending oil higher by US$3.20, or 7.2%, to end at US$47.99 a barrel. 
However, analysts were quick to point out that despite the output cuts, the 
proposal may not be enough to draw down the existing supply glut that has 
persisted since late 2014. 

 GDP higher. A bound in oil helped the economy as GDP grew by 0.5% in 
July providing some optimism of economic recovery after Alberta’s May 
wildfires. 

 Rate left unchanged at 0.5%. Weak economic data from the wildfires 
despite increases in commodity and resource valuations was the reason for 
the Bank of Canada holding interest rates at their latest policy meeting. 

 U.S. Q2 GDP revised up. Economic activities in the U.S. grew faster than 
previously estimated. Q2’s GDP was revised up from its second estimate of 
1.1% to 1.4%. 

 Fed keeps rate unchanged. The Fed decided to maintain status quo for the 
time being. Federal Reserve Chairwoman Janet Yellen said in the news 
conference that the Fed will keep its benchmark interest rates between 
0.25% to 0.50%. 

 ECB maintains status quo on stimulus. In a news conference, ECB 
President Mario Draghi said that he was not too concerned about the current 
state of the Euro-zone economy and decided to stay put on the stimulus 
program. 
 

Key Take-aways: 
 First U.S. presidential debate. Hilary Clinton and Donald Trump had their first Presidential debate on September 26 where 

support for each of the candidates was almost even prior to the broadcast. Afterwards, according to a NBC news poll of likely 
voters who watched or followed the debate, 52% had said Hillary Clinton won, while 21% thought Donald Trump had the 
edge, and 26 percent said it was a draw. With some weakness seen in the U.S. economy lately, this topic will be closely 
watched in the second and final debate on October 9, with the possibility of markets remaining volatile leading up to the 
November election. 

 Economy still in low gear. Following the May wildfires, hopes of a recovery in Canada and in Alberta were pinned in part 
on the rebuilding of the Fort McMurray region. Unfortunately, the latest economic data fell short of analysts’ expectations. 
Lower inflation in August pointed to lower consumer demand for goods, supported by sluggish retail sales numbers that 
showed contraction in July. With falling consumer spending on top of an already struggling manufacturing sector, the green 
pastures of economic growth is further out of reach, despite positive GDP news for July. So much so that rumours of a 
further rate cut by the Bank of Canada have returned. Earlier in the month, with little empirical data to rely on, it was no 
surprise that the Bank of Canada held off on raising their key rate at the latest monetary policy meeting. The benchmark 
rate has remained at 0.5% since the last BoC cut in July 2015. 

 

 
 

 

 

  

Index/Commodity/Currency 

Close MonthChange YTDChange 

S&P/TSX Composite 

14,725.86 127.9 1,715.9 

 0.9% 13.2% 

BMO Nesbitt Burns Small Cap 

854.36 24.20 204.2 

 2.9% 31.4% 

Dow Jones Industrial Average 

18,308.15 -92.7 883.1 

 -0.5% 5.1% 

S&P 500 

2,168.27 -2.7 124.3 

 -0.1% 6.1% 

NASDAQ Composite 

5,312.00 98.8 304.6 

 1.9% 6.1% 

MSCI-EAFE Index 

1,701.69 16.1 -14.6 

 1.0% -0.8% 

WTI Crude Oil (per barrel, in $US) 

47.99 3.2 10.9 

 7.2% 29.5% 

Gold (per ounce, in US$) 

1,318.80 7.2 258.3 

 0.5% 24.4% 

Canadian Dollar (¢ per US$) 

76.20 0.0 4.0 

 -0.1% 5.6% 

Sources: Bloomberg, PC Bond 



Canadian Markets 
 GDP higher. A bound in oil helped the economy as GDP grew by 0.5% in July 

providing some optimism of economic recovery after Alberta’s May wildfires. 
For the month, the oil and gas sector rose 3.9% as oil sands activity ramps 
back to norm. The manufacturing sector, which has been in a slump recently, 
rose 1% during the month, with the services sector also gaining by 0.3%. 

 Rate left unchanged at 0.5%. Weak economic data from the wildfires 
despite increases in commodity and resource valuations was the reason for the 
Bank of Canada holding interest rates at their latest policy meeting. With Q2 
GDP disappointing, the central bank was optimistic forecasting a rebound in the 
second half of 2016. However, they did express disappointment in the export 
sector, which had experienced weakness along with the manufacturing sector. 

 Unemployment rate higher. The national jobless rate rose again in August 
by 0.1% to 7% as more people started looking for work. StatCan data pointed 
to a much improved labour market picture as 26,200 jobs were added during 
the month, exceeding expectations of 15,000 and compared to July’s 31,200 
loss. The participation rate, the percentage of the population eligible for 
employment, rose a notch to 65.5%. 

 Inflation declines. Price pressures on the economy were muted as the 
Consumer Price Index fell in August by 0.2%, despite predictions of a 0.1% 
gain. Fuel costs were the big drag on the measure, and annualized inflation fell 
closer to the low end of the Bank of Canada’s target ending at 1.1%, down 
from 1.3% in July. Core inflation touched a two year low as it fell to 1.8%, well 
below the 2% anticipated. 

 PPI falls. The costs to manufacture goods by producers fell in August as meat 
and dairy goods led decliners. Raw material prices also dropped again but 
slower than the previous month. The Producer Price Index for the month was 
down 0.5%, below expectations of a 0.1% increase, as 11 of the 21 sectors 
tracked by the index declined and only two advanced. 

 Wholesales sales move higher. Factory sales were higher in July as 
reported by Statistics Canada. For the month, sales rose 0.3% led by the auto 
sector and its parts, as five of the seven subsectors tracked were positive, and 
on a volume basis, auto sales were unchanged from June. Expectations from 
analysts called for a 0.2% increase. 

 Manufacturing sales rise. Factory sales in July edged higher by 0.1%; 
however, was far short of the 1% expected by analysts. Gains seen in food and 
energy were countered by declines in the machinery and aerospace sectors. Of 
the 21 industries tracked by StatCan, only nine saw monthly increases. On a 
volume basis, sales were 0.6% higher. 

 Retail sales fall. Consumers were in less of a spending mood as retailers 
reported lower sales in July, the first decline in four months. Receipts totalled 
$44.1B in July, or a 0.1% decline from the previous month, with a 3% drop in 
gasoline leading all declines. Economists forecasted a 0.1% increase as five of 
the 11 sectors followed were lower. 

 Canada Housing News: 
o An increase in the commercial and industrial sector helped drive building permits higher by $6.5B in July, a 

0.8% increase from the previous month. Non-residential permits rose 5.6%, while residentials fell 2%. Single-
family dwellings dropped 3% and multi-families fell 0.4%. Home starts unexpectedly fell in August with 
weakness in all regions, except Québec, led by Alberta and Manitoba. For the month, CMHC reported 182,703 
starts against a revised 194,663 units in July. Nationally, existing home sales fell again in August for the fourth 
consecutive month led by a steep decline in Vancouver. For the month, sales fell 3.1% annualized as reported by 
CREA with the West Coast city falling 19% from July following the government’s introduction of a 15% foreign 
buyers tax. This leaves Toronto as the sole hot pocket for the real estate market as it continued to tighten. Even 
with a cooling of sales in Vancouver, it continues - along with Toronto - to lead the nation as home prices rise. 
As reported by a Teranet-National Bank index, home prices have risen 1.5% from July, or 11.4% year-over-year. 
Of the 11 markets tracked, seven rose during the month with Calgary continuing to lag, down 4.5% from a year 
ago. 

U.S. Markets 
 Dow Jones and S&P 500 flat, but Nasdaq shines. U.S. stock markets moved in different directions. Two major indices 

remained almost flat while Nasdaq made record highs. The broad-based S&P 500 index fell slightly by 0.1%, closing the 
month at 2,168. The Dow Jones Industrial Average declined 0.5%, ending the month at 18,308. The tech-heavy Nasdaq 
Composite Index hit record-highs on September 22, reaching 5,340 that day. At the end of the month, the index jumped 
1.9%, wrapping up the month at 5,312. 

 U.S. Q2 GDP revised up. Economic activities in the U.S. grew faster than previously estimated. Q2’s GDP was revised up 
from its second estimate of 1.1% to 1.4%. Economists were expecting the figure to be revised up to 1.3%. Despite a strong 
labour market and robust housing market, the U.S. economy continued to be sluggish. Q2’s GDP growth was the third 
straight quarter of growth below the 1.5% pace. 
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U.S. Markets cont’d 
 Fed keeps rate unchanged. The Fed decided to maintain status quo for the 

time being. Federal Reserve Chairwoman Janet Yellen said in the news 
conference that the Fed will keep its benchmark interest rates between 0.25% 
to 0.50%. Some officials dissented the decision, with three members voting 
against the non-action. “We are generally agreed that gradual increases in the 
federal funds rate to remove what is a modest degree of accommodation will 
be appropriate, but we don't see the economy as overheating now" Yellen said. 

 U.S. creates fewer jobs than expected. The U.S. economy pumped out 
fewer jobs than expected in August, likely putting the Fed on hold for a rate 
hike. The Labor Department reported that non-farm payrolls increased by 
151,000, compared to economists’ forecast of 180,000 jobs created. 
Unemployment remained unchanged at 4.9%. 

 Inflation rises. Consumer prices rose in August, not by energy and food but 
instead, by medical care commodities and services and housing costs. For the 
month, inflation rose 0.2% after a flat July reading and doubling economists’ 
expectations, while on an annual basis, rose to 1.1% from 0.8%. Core 
inflation, which strips out volatile components rose 0.3% for the month and 
2.3% annualized. 

 Industrial production declines. Factory production fell in August as the 
economy showed signs of slowing, resulting in lower demand of manufactured 
products. Industrial production fell 0.4% seasonally adjusted, below the 0.3% 
estimated. Utilities output led decliners falling 1.4%. This was the largest 
monthly decline since the first quarter of this year. 

 U.S. consumer sentiment improves. Consumers’ sentiment in the U.S. 
improved in September, according to the Michigan University’s index of 
consumer sentiment. The index’s final reading for September was 91.2, an 
increase from August’s reading of 89.8. It was also higher than economists’ 
forecast of 90.0. 

 Retail sales fall. Soft retail numbers in automobiles and other goods sent 
retail receipts lower in August, possibly cooling rumours of a September rate 
hike by the Federal Reserve. For the month, sales fell 0.3%, reversing a 0.1% 
increase in July. However, the measure is higher by 1.9% when compared to 
the same period a year ago. Consumers continue to be the fuel for the 
economy, accounting for roughly two-thirds of GDP activity. 

 U.S. ‘flash’ services PMI rises. September’s ‘flash’ services PMI rose more than expected, according to Markit’s data. 
The ‘flash’ services purchasing managers’ index (PMI) was reported to rise to 51.9 in September, up from August’s final 
reading of 51.0 - better than economists’ forecast of 51.1. It was also the sharpest increase since April this year. 

 U.S. housing news: 
o The number of housing starts took a breather in August after two straight months of solid increase. The 

Commerce Department reported that housing starts dropped 5.8% in August to a seasonally adjusted annual 
pace of 1.14M units. Building permits also declined, slipping 0.4% in August to a 1.14M annual pace. The 
Commerce Department reported that new home sales, which account for 10% of the real estate market, fell 
by 7.6% in August to a seasonally adjusted annual pace of 609,000 units. Pending home sales dropped in 
August to the lowest level since January. The National Association of Realtors reported that its pending home 
sales index fell by 2.4% to 108.5 in August after a jump in July. Year-over-year, the index was down 0.2%. 
Housing prices in the U.S. continued to climb in July but at a slower pace. According to the S&P CoreLogic 
Case-Shiller 20-City Composite index, prices were up 5% year-over-year in July, slower than the 5.1% increase 
reported for June. Portland, Oregon, Seattle, and Denver continued to lead the pack in terms of percentage 
gains. Existing home sales unexpectedly dropped in August due to shortage in supply. The National 
Association of Realtors reported that existing home sales declined 0.9% in August to an annual pace of 5.33M 
units. Inventories were down 10.1% compared to a year ago. 

European Markets 
 Eurozone inflation edges higher. Consumer prices in the Euro bloc rose 0.1% in August, a marked improvement 

over July’s 0.6% decline. Price increases were seen in fresh fruit and vegetables and in the food services sectors, while 
the losses in energy pared the month’s gains. Core inflation declined slightly to 0.8% from 0.9% in the previous month. 

 ECB maintains status quo on stimulus. In a news conference, ECB President Mario Draghi said that he was not too 
concerned about the current state of the Euro-zone economy and decided to stay put on the stimulus program. Market 
participants had expected the ECB to extend its bond-purchase program which sets to expire in March 2017. However, 
as Mr. Draghi said in the conference “For the time being, the changes are not so substantial as to warrant a decision to 
act.” Euro-zone’s inflation has been falling short of ECB’s 2% target for three years. 

 Eurozone ‘flash’ PMI falls. Euro-zone business activity grew at its weakest pace in September since the beginning of 
2015, according to the ‘flash’ PMI. Statistic firm Markit reported that September’s ‘flash’ composite purchasing 
managers’ index (PMI) of the 19-member region fell from August’s final reading of 52.9 to 52.6, missing economists’ 
forecast for a reading of 52.8. It was the lowest reading since January 2015. 
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European Markets cont’d 
 Economic sentiment improves. Economic sentiment within the 19-member bloc was better than expected, thanks to 

improvement in sentiment in some of the biggest economies within the region, including Germany, France, Italy, and Spain. 
The economic sentiment index calculated by Eurostat rose to 104.9 in September from August’s 103.5, beating economists’ 
forecast for a no change. 

 Eurozone factories slow. Industrial output at the Eurozone’s factories provided little hope of recovery traction for the 
bloc’s economy. In July, production in the 19 countries slumped 1.1%, after expanding 0.8% in a month earlier. Capital 
goods declined the most during the month as the sector remains stalled on continued lower demand. 

 PMI drops. Markit’s final composite purchasing managers’ index for the 19-member bloc dropped to 52.9 from July’s 53.2, 
the lowest reading since January. The final reading was also lower than the ‘flash’ reading of 53.3 released earlier. 

 Eurozone consumer sentiment rises. The European Commission reported that its consumer confidence indicator moved 
up to -8.2 in September from -8.5 in August. It was in line with economists’ forecast. The rebound snapped a three-month 
slide of the index. 

 Eurozone retail sales rise. Euro-zone retail sales posted the largest monthly increase of the year in July. EU Statistics 
reported that retail sales within the 19-member block rose 1.1% in July from the previous month and rose 2.9% year-over-
year; both figures were higher than 

Asian Markets 
 China consumer inflation slows. Consumer inflation in China continued to slow for the fourth straight month in August, 

mainly due to falling food prices. The National Bureau of Statistics reported that the consumer price index increased by 
1.3% year-over-year in August, a slowdown from July’s pace of 1.8%; economists were expecting a 1.6% gain. On the 
other hand, producer prices fell less, declining by 0.8% year-over-year in August compared to July’s drop of 1.7%. 

 Manufacturing PMI rebounds. The Markit/Caixin manufacturing purchasing managers’ index (PMI) bounced back after a 
drop in August. The manufacturing PMI increased slightly from August’s 50.0 to 50.1, in line with forecast. 

 China factory output up. The world’s second largest economy’s outlook improved as factory production rose 6.3% from a 
year earlier, beating expectations and providing support for the government’s target GDP range of between 6.5 to 7% in 
2016. The month’s growth was the strongest in five months as demand for goods was broad-based. 

 China retail sales higher. Consumers were in a spending mood as retail sales rose in August by 10.6% annually, bettering 
expectations of a 10.3% annualized increase. Auto sales drove retail sales higher touching a 3.5 year high for the sector as 
buyers rushed their purchases ahead of a tax cut on cars set to expire at year’s end. 
 

 BOJ changes strategy. After three years of enormous asset purchase program, the Bank of Japan (BOJ) decided to 
change its approach. Instead of adding to its already-large asset purchases or deepening interest rates further into negative 
territory, BOJ said that it will switch its focus to “yield curve control”. BOJ will continue its annual purchase of government 
bonds at the current 80-trillion annual pace and will maintain the -0.1% interest rate charged on the excess reserves banks 
hold. However, BOJ will shift its focus to “yield curve control” where it will exert control over short- and long-term interest 
rates. BOJ also said that it would allow inflation to overshoot its 2% target before any tapering. 

 Japan’s consumer inflation falls. Japan’s consumer prices fell for the sixth straight month, another trouble sign for the 
sluggish economy. Consumer prices excluding food prices (the Bank of Japan’s (BOJ) preferred gauge of inflation) declined 
by 0.5% in August. BOJ announced earlier this month that it will change its stimulus strategy and will allow inflation to 
overshoot before any tapering. However, inflation remained far off the target set by the central bank. 

 PPI falls. In the largest monthly drop since April, production costs fell 0.3% in August, with triple downward forecasts after 
no change in July. Annually, PPI continued to show contraction, falling 3.6% from the same period last year, more than 
expectations of 3.4%. 

 Japan industrial production declines. Factory activity fell unexpectedly in July after strong gains seen in June. For the 
month, industrial production fell 0.4% on flat growth estimates, while on an annualized basis, output declined 4.2%. This 
data may be important for policy makers at the Bank of Japan when they meet next week to review their current monetary 
policy. 

 Japan’s retail sales drop. Japan retail sales dropped for the first time in three months, another signal that its economy 
remained struggling. Retail sales fell 1.1% in August, worse than economists’ forecast for a 0.6% drop. Year-over-year, 
retail sales declined by 2.1%, also missing economists’ estimated fall of 1.7%. 
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