
For the month ended November 30th, 2016

 S&P/TSX gains. Canada’s main equity index rose on the backs of positive 

economic data reported during the month. In addition, rising commodity prices, 

namely oil, helped move the Composite higher as the TSX closed at 15,083, a 2% 

increase for the month. The Trump rally that set record highs in the U.S. markets 

also helped the TSX edge closer to its all-time high of 15,625 (set in 2014). 

 Loonie drops. The Loonie fell slightly in November while its U.S. counterpart 

continued to surge higher; investors headed towards the U.S. currency due to 

Trump’s spending plans once he steps into office in January. Optimistic economic 

news at home helped offset the U.S. dollar’s strength as one Canadian dollar was 

worth US74.47 cents, a 0.1% decline from the previous month end. 

 Gold drops. With the uncertainty of the U.S. election in the past, and a likely 

announcement of an interest rate rise by the Federal Reserve, investors sold off 

the safe-haven asset, favouring equity markets instead. For the month, gold ended 

at US$1,168.60 per ounce, a drop of 8.5% in November. 

 Oil rises. West Texas Intermediate (WTI) crude rebounded during the month as 

OPEC members, at their latest meeting in Vienna, reached an accord to alleviate 

the global oil glut that’s persisted since 2014. On the close, oil rose to US$49.16 a 

barrel, a gain of 2.4%. 

 GDP strengthens. Canada’s economy grew in September, beating economist 

forecasts, for the fourth consecutive month. 

 Inflation on the rise. National CPI rose to 1.5% in October, on par with 

economist expectations and higher than the 1.3% seen in September. 

 Unemployment holds steady. The national jobless rate was unchanged at 7% in 

October, on par with market expectations. 

 Manufacturing PMI rises. The manufacturing sector continued to show signs of 

strength, registering a 51.1 reading on the RBC Manufacturing PMI index in 

October, edging higher than the 50.3 shown in the previous month. 

 Retail sales higher. Automobiles drove September retail sales higher by 0.6%, 

on par with analyst expectations. 

 U.S. Q3 GDP revised up. The Commerce Department released its second 

estimate of the Q3 GDP growth. 

 U.S. creates 161,000 jobs. The U.S. economy pumped out fewer jobs than 

expected in October but saw hourly wages move higher. 

 Fed could raise rates “relatively soon”. In her first remarks since Donald 

Trump was elected president, Fed Chair Janet Yellen indicated that recent 

economic data had strengthened the case for a December interest rate hike. 

 Draghi hints at extension of the bond-purchase program. ECB President 

Mario Draghi sent a signal to the market that ECB is likely to extend its €1.7T 

bond-purchase program. 

 Euro-zone economic sentiment improves. The European Commission reported 

that its economic sentiment indicator increased slightly to 106.5 in November from 

October’s 106.4. 

 No further rate cut in U.K. The Bank of England (BOE) decided not to raise rate 

as the damage from Brexit had so far been less than what the policymakers 

predicted. 

 China exports drop. Exports in the world’s second largest economy continued to 

fall. China’s total exports in October were reported to drop 7.3% year-over-year to 

US$178B, after a 10% decline reported in September. 

 Japan Q3 GDP grows. Japan’s third quarter GDP grew more than expected. 

Government data showed that Q3 GDP grew at an annualized rate of 2.2%, much 

higher than the 0.9% expected by economists. 

 

 

 

 

 

  

Index/Commodity/Currency 

Close 
Month 

Change 
YTD Change 

S&P/TSX Composite 

15,082.85 295.6 2,072.9 

 2.0% 15.9% 

BMO Nesbitt Burns Small Cap 

852.58 15.1 202.4 

 1.8% 31.1% 

Dow Jones Industrial Average 

19,123.58 981.2 1,698.6 

 5.4% 9.7% 

S&P 500 

2,198.81 72.7 154.9 

 3.4% 7.6% 

NASDAQ Composite 

5,323.68 134.6 316.3 

 2.6% 6.3% 

MSCI-EAFE Index 

1,629.67 -36.1 -86.6 

 -2.2% -5.0% 

WTI Crude Oil (per barrel, in $US) 

49.16 2.4 12.1 

 5.13% 32.6% 

Gold (per ounce, in US$) 

1,168.60 -109.2 108.1 

 -8.5% 10.2% 

Canadian Dollar (¢ per US$) 

74.47 -0.1 2.3 

 -0.1% 3.2% 

Sources: Bloomberg, PC Bond 



 GDP strengthens. Canada’s economy grew in September, beating economist 
forecasts. This was the fourth consecutive month of advances as both 
manufacturing and services sectors contributed to the expansion, led by mining and 
oil and gas production. On a quarterly basis, the economy posted its strongest 
growth in two years with an increase of 0.9% or 3.5% on an annualized basis. 

 Inflation on the rise. National CPI rose to 1.5% in October, on par with economist 
expectations and higher than the 1.3% seen in September. Higher transportation 
and housing costs contributed to the 0.2% month-over-month increase, as six of 

the eight major components rose. Food prices recorded their largest decline since 
January 2000 falling 0.7% in October. 

 Unemployment holds steady. The national jobless rate was unchanged at 7% in 
October, on par with market expectations. All of the month’s 43,900 new jobs were 
of a part-time nature as employers sought temporary help in preparation for the 
upcoming holiday season. The participation rate moved a notch higher to 65.8%. 

 PPI climbs. The Producer Price Index rose in October as higher energy prices 
(+6.6%) added to the cost of manufacturing. Thirteen of the 21 commodity groups 
rose while four declined as PPI rose 0.7% compared with 0.4% in September, and 
with expectations of 0.6%. Annually, PPI increased 0.8%, besting the previous 
month’s 0.4% decline. 

 Wholesale sales dip. Statistics Canada reported a decline in factory sales in 
September by 1.2% to $56B, the first decline in five months. Five of the seven 
sectors tracked fell for the month led by machinery, equipment and supplies, which 
fell 4%. Economists expected a month gain of 0.4%. On a volume basis, wholesale 
sales declined 1.5% during the month. 

 Manufacturing sales up. Factory sales were more active than forecasted in 
September rising 0.3%, against estimates of 0.1%. Bolstered by the transportation 
and metal fabrication sectors, total receipts tallied to $51.5B. Of the 21 sectors 
tracked by Statistics Canada, 12 saw increases with gains seen in Ontario and 
Québec. 

 Manufacturing PMI rises. The manufacturing sector continued to show signs of 
strength, registering a 51.1 reading on the RBC Manufacturing PMI index in 
October, edging higher than the 50.3 shown in the previous month. New orders 
helped boost the index but export orders and domestic demand slowed compared to 
September. 

 Retail sales higher. Automobiles drove September retail sales higher by 0.6%, on 
par with analyst expectations. This was the first gain for the sector in three months, 
which climbed 2.4%, and provided positive signs of the strengthening of the 
economy, as seven of the 11 sectors rose. 

 Canada Housing News: 
o Starts up. A big drop in BC, leading all decliners, sent the annual rate of 

housing starts lower in October to almost 193K units, down from 219K in 
September. Multiple unit starts fell 15.3% while single detached homes 
declined 5.4%. 

o Permits fall. The value of building permits had its largest drop in eight months 
as intentions for non-residential buildings fell 22.4% despite a 2.6% rise in 
residential starts. For September, overall permits fell 7%, exceeding economist 
estimates of a 5.6% drop. 

o New housing prices gain. StatCan’s index of new home prices rose by 0.2% 
in September, an 18th straight monthly gain, led by the Toronto and Vancouver 
markets as the government moves to tighten mortgage rules and close real 
estate tax loopholes. Not part of this index is data relating to multi-unit 
dwellings, which makes up a third of new homes. 

 

 Market rally after the U.S. election result. President-Elect Donald Trump victory was not expected, but so far Wall Street has 
responded well. The U.S. stock markets surged to record highs in November after the election result. The broad-based S&P 500 index 
moved up 3.4%, closing the month at 2,199. The Dow Jones Industrial Average surpassed the 19,000-level for the first time ever, 
closing the month at 19,124, up 5.4% from October. Nasdaq was the laggard, moving up 2.6% for the month, ending at 5,324.  

 Trump defeats Clinton. At 290—228 in favour of Donald Trump, the final vote result of the 45th U.S. presidential election came as a 
shock to pollsters after an election that was full of surprises and controversies. On November 8th, Republican candidate Donald Trump 
defeated Democrat Hillary Clinton to become the 45th president of the United States. The outcome was a surprise as polls predicted a 
Clinton victory. Trump’s unique style and lack of political experience will likely translate to uncertainties in the market. 

 U.S. Q3 GDP revised up. The Commerce Department released its second estimate of the Q3 GDP growth. GDP was reported to 
increase at a 3.2% annual pace in the third quarter, an upward revision from the first estimation of 2.9%. Economists were expecting 
a smaller revision to 3.0%. An increase in consumer spending, which accounts for more than two-thirds of economic activity, was 
revised up to 2.8% from the first estimate of 2.1%.  

 U.S. creates 161,000 jobs. The U.S. economy pumped out fewer jobs than expected in October but saw hourly wages move higher. 
According to the report by the Bureau of Labor Statistics, 161,000 jobs were created in October, less than the 175,000 forecast by 
economists. The unemployment rate ticked down to 4.9%. Average hourly wages recorded an annualized increase of 2.8%.  
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 CPI rises. U.S. consumer prices continued to climb in October. The Labor 
Department reported that its Consumer Price Index (CPI) rose 0.4% in October, 
matching last month’s pace of increase. Core CPI, which excludes food and energy 
costs, advanced by a milder 0.1%. Year-over-year, CPI and core CPI moved up 

1.6% and 2.1% respectively in October. Higher energy prices, utilities cost, and 
shelter costs were the main contributors to the gain. 

 Fed could raise rates “relatively soon”. In her first remarks since Donald Trump 
was elected president, Fed Chair Janet Yellen indicated that recent economic data 
had strengthened the case for a December interest rate hike. Yellen said in a 
written testimony “As the labor market strengthens further and the transitory 
influences holding down inflation fade, I expect inflation to rise to 2%.” A 2% 
inflation rate had been the Fed’s target rate of inflation for many years. 

 U.S. ‘flash’ manufacturing PMI rises. The Markit ‘flash’ manufacturing PMI rose 
more than expected in November. The gauge of manufacturing activity in the U.S. 
was reported to be 53.9 in November, higher than the estimated 53.4 by 
economists. November’s reading was the highest reading in 13 months. 

 PPI remains flat. The Labor Department reported that its Producer Price Index 
(PPI) remained unchanged in October, after posting an increase of 0.3% in 
September. Year-over-year, PPI increased by 0.8%, a slight tick up from 
September’s 0.7% rise. 

 U.S. industrial output flat. Industrial production, a measure of output from 
factories, power plants, and mines, remained unchanged in October after posting a 
decline of 0.2% in September. Economists were expecting an increase of 0.2%. 
Drop in utilities production due to warm weather was offset by gains in factory 
output and mining production. 

 Durable goods orders rise. The Commerce Department reported that durable 
goods orders jumped up 4.8% in October, the biggest rise since October last year. 
A 12% rise in transportation equipment was the main contributor for the increase. 
Economists were expecting orders to gain 2.7% only. Core capital goods, which 
exclude aircraft orders, rose in line with forecast for a 0.4% gain, reversing the 
decline of 1.4% registered in September.  

 Consumer sentiment improves after the election.  U.S. consumers seemed to 
have a sense of relief after the uncertainties around the election were gone. The 
University of Michigan’s final index of sentiment rose to 93.8 in November from 
October’s 87.2. November’s sentiment reading was the first reading after Donald 
Trump was elected president on November 8th. Economists estimated a reading of 
91.6 for November. 

 Consumer spending rises. The Commerce Department reported that consumer 
spending, which accounts for 70% of U.S. economic activity, rose 0.3% in October. 
It was slightly less than the 0.4% gain forecast by economists. It was also a 
pullback from September’s 0.7% increase. 

 U.S. retail sales rise. Retail sales in U.S. rose in October, strengthening the case 
for a December rate hike. Retail sales jumped 0.8% in October, after a 1% increase 
reported for September. Economists were expecting retail sales to rise only 0.6%. 
In the past twelve months, retail sales rose 4.3%, the best annual gain in almost 
two years. 

 U.S. Housing News: 
o U.S. housing starts jump. Housing starts surged to 9-year high in October, a 

sign that the housing market remained robust in the U.S. The Commerce 

Department reported that housing starts increased by a whopping 25.5% to a 
seasonally adjusted annual pace of 1.32M units, the highest level since August 
2007. Economists expected housing starts to advance with an annual pace of 
1.16M units. 

o U.S. home price climbs. U.S. home prices climbed back to its pre-crisis level. 
According to the S&P CoreLogic Case-Shiller U.S. National Home Price index, 
average home prices rose 5.5% year-over-year in September, up from the 
5.1% reported in August. The index now surpassed the previous peak recorded 
back in July 2006. 

o U.S. pending home sales rises. The National Association of Realtors reported 
that its pending home sales index ticked up 0.1% to a seasonally adjusted 
reading of 110.0 in October. The reading was in line with economists’ 
expectations. Year-over-year, the index was up 1.8%, the highest since July. 

o New home sales decline. New home sales unexpectedly fell in October. The 
Commerce Department reported that new home sales dropped 1.9% to a 
seasonally adjusted annual pace of 563,000 units in October. That compared to 
a pace of 574,000 units reported in September. Economists were expecting 
new home sales to stay flat.  

o Existing home sales rise. Sales of previously owned homes surged to their 

highest level since February 2007 in October. Existing home sales jumped up 

2% in October from the previous month to a seasonally adjusted annual pace of 

5.60 million units, beating economists’ forecast of 5.45 million units. Year-over-

year, existing home sales advanced by 5.9% in October. 
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 Euro-zone GDP grows in Q3. Euro-zone’s economy continued to grow in the third quarter. Quarter-over-quarter, GDP expanded 
0.3%, boosted by the rebound in some of the smaller countries, including Portugal which posted its fastest growth since 2013. Year-
over-year, GDP of the 19-member region expanded by 1.6%. 

 Euro-zone inflation climbs. Euro-zone annual inflation climbed to its highest level since early 2014 in November. Eurostat reported 

that consumer prices within the 19-member bloc rose 0.6% year-over-year in November, after increasing 0.5% in October. It was 
the highest level since April 2014. The core rate of inflation, which excludes food and energy, remained at 0.8% for the fourth 
straight month. 

 Draghi hints at extension of the bond-purchase program. ECB President Mario Draghi sent a signal to the market that ECB is 
likely to extend its €1.7T bond-purchase program. At a banking conference, Mr. Draghi said “We cannot yet drop our guard. The ECB 
will continue to act, as warranted, by using all the instruments available until inflation picks up sustainably”. ECB policy makers are 
set to meet on December 8 and are expected to make the decision on whether to extend the program beyond its expiry next March. 

 Euro-zone economic sentiment improves. The European Commission reported that its economic sentiment indicator increased 
slightly to 106.5 in November from October’s 106.4. It was lower than the 107.0 reading expected by economists. Among the largest 
economies, France and Spain posted increase in confidence, while Germany and Italy reported decline. 

 Euro-zone ‘flash’ PMI rises. Statistic firm IHS Markit reported that the Eurozone’s ‘flash’ composite purchasing managers’ (PMI) 
index rose to 54.1 in November from October’s 53.3. It was the highest level since December last year and was above economists’ 
forecast of 53.4. 

 Euro-zone composite PMI rises. Markit’s composite purchasing managers’ index (PMI) rose to its highest level since January. The 
gauge of business activity within the 19-member trading bloc moved up to 53.3 in October from September’s final reading of 52.6. 
Economists were expecting a reading of 52.8. The gauge has been above the 50-mark since mid-2013. 

 Euro-zone industrial output falls. Eurostat reported that industrial output fell by 0.8% in September, in line with economists’ 
expectations. In Germany, the biggest economy within the zone, output fell more than the aggregate figure by dropping 1.9%. 
Despite the September drop off, industrial output was up 0.4% during the third quarter. 

 No further rate cut in U.K. The Bank of England (BOE) decided not to raise rate as the damage from Brexit had so far been less 
than what the policymakers predicted. BOE left its benchmark interest rates at 0.25%. BOE cut its benchmark rates in August in 
order to shore up confidence around the Brexit vote in late June. After the August rate cut, BOE provided guidance that if the 
economic outlook deteriorated quickly, it would reduce rates further to about 0.1%; BOE called this guidance “expired” in this 
meeting. 

 China exports drop. Exports in the world’s second largest economy continued to fall. China’s total exports in October were reported 
to drop 7.3% year-over-year to US$178B, after a 10% decline reported in September. Imports fell 1.4% year-over-year, slightly 
improving from September’s decline of 1.9%. Global trade surplus expanded to US$49B in October from September’s US$42B. 

 Japan Q3 GDP grows. Japan’s third quarter GDP grew more than expected. Government data showed that Q3 GDP grew at an 
annualized rate of 2.2%, much higher than the 0.9% expected by economists. Despite the stronger than expected growth, private 
consumption and capital expenditure remained weak. Donald Trump’s surprise presidential victory also added more uncertainties to 
the global economy and the outlook of yen, which is deemed to be a safe-haven currency. 

 Japan’s inflation drops. Despite all the efforts by the central bank to stimulate the economy, inflation continued to drop in Japan. 
Bank of Japan’s primary gauge of consumer inflation, which excludes fresh food price, dropped 0.4% in October year-over-year, 
matching economists’ forecast. It was the eighth straight month of decline, the longest streak since 2009-2011. 

 Japan’s exports continue to fall. Japan’s exports slid for the 13th straight month due to a strong yen and sluggish global demand. 
The Ministry of Finance reported that exports fell by 10.3% year-over-year in October after falling 6.9% in September; economists 
were expecting a 9.4% drop only. Export volume went down 1.4% year-over-year in October, falling for the first time in three 
months. 

 Japanese’s spending stabilizes. Despite still in the declining mode, Japanese’s spending dropped at a slower pace. Household 
spending fell 0.4% in October year-over-year, after a reported decline of 2.1% in September; economists were expecting a drop of 
0.6%. Retail sales fell 0.1% year-over-year in October, much more favourable than the 1.7% decline posted in September and the 
estimated fall of 1.2%. 

 
Key Take-aways: 
 

Relief for Crude Following months of political jockeying and speculation of whether an agreement could be reached or not by OPEC 
members, markets sent the commodity higher as a late month meeting resulted in a collaborative effort to lower global output and 
supply. This agreement calls for a lowering of daily output by members by 1.2M barrels; however, this is contingent upon non-OPEC 
members also agreeing to lower their collective production by 600,000 barrels per day. The meeting between the two groups is set for 
December 9 and may result in bullish sentiment, possibly adding to the 32.6% gains, already seen in the commodity year-to-date. 
 
Will it be a Happy Holiday? The latest data on Canada’s GDP points to an improved 
third quarter, relative to Q2, and a decent fourth quarter as the holiday season 
approaches and the delayed effects from the Alberta’s post-wildfire rebuild are felt. 
Signs of higher economic activity are evident, as reported retail sales climbed in 
September and increased consumer demand at home and abroad drove manufacturing 
sales up. Along with rising inflation and a stable labour market, the Bank of Canada 
appears to be content with the growth of economy and does not see an immediate need 
for any rate cuts. With optimism from all corners, the economy will appear have a rosy 
end to 2016 as compared to the beginning of the year, with positive momentum leading 
into 2017. 
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