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What happened this week 
December 12, 2025 
 

In Canada, the Bank of Canada held its overnight rate at 2.25% at its 
December meeting, maintaining a cautious stance after signalling in 
October that the policy rate was about right. Economic momentum 
surprised to the upside, with third-quarter GDP expanding 2.6% and 
unemployment easing to 6.5% in November. CPI inflation slowed to 
2.2% in October as core metrics hovered between 2.5% and 3%. Trade 
dynamics also improved markedly: Canada posted a $150-million 
surplus in September, reversing August’s $6.3-billion deficit and 
defying expectations of a large shortfall. Exports surged 6.3%, driven by 
unwrought gold and transportation equipment, while imports fell 4.1%, 
widening Canada’s surplus with the United States to $8.6 billion. 
Policymakers remain alert to global uncertainty and tariff-driven 
volatility, but for now see rates as appropriately calibrated to keep 
inflation near target. 

In the United States, the Federal Reserve cut the federal funds rate by 
25 basis points to 3.5%–3.75%, marking its third consecutive reduction. 
Even though the committee was divided, projections signal only one 
additional cut in 2026. Labour-market data showed resilience: Job 
openings rose to 7.67 million in October after a sharp jump in 
September, with gains concentrated in trade and health care despite 
declines in professional services. The country’s trade deficit narrowed 
to US$52.8 billion in September on a 3% surge in exports to near-
record levels, while imports grew modestly. These developments 
underscore a mixed backdrop of easing monetary policy, steady labour 
demand, and improving external balances as the economy navigates 
late-cycle adjustments. Additionally, President Trump is set to hold his 
final meetings before announcing his choice for the next Fed chair, with 
Kevin Warsh among those scheduled to meet him. The decision could 
come as early as next month.  

 

Bond market 

It was a big week for central bank rate decisions on both sides of the 
border. Up north the market took the rate cut announcement in stride 
after a material upward repricing of yields earlier in the month on 
stronger-than-expected labour data. That shift in momentum also had 

futures pricing in a 25-bps hike by the BoC in October of next year. 
Meanwhile, Canada 10s are now above 3.4%, or roughly 30 bps higher 
than where they started the month. In the U.S., a Fed cut that was less 
hawkish than expected caused that market to rally briefly, after tacking 
on almost 20 bps since the beginning of December, only to end the 
week at 4.2% in partial sympathy with the transition to higher rates in 
most other jurisdictions. Nonetheless, futures are still calling for two 
25-bps cuts by the Fed in 2026, although the Trump administration 
has been vocal about wanting more. U.S. yields softened heading into 
week’s end as 10s hovered just under 4.2% again in an illiquid December 
market. With momentum easily bounced around, next week’s labour 
and inflation data could prove influential, perhaps pushing U.S. 10s back 
down toward 4%, the bottom of their recent range. Spreads are heading 
toward a strong exit in 2025: U.S. IG spreads are below 80 bps and U.S. 
HY are about 270 with ongoing technical demand for corporate bonds 
driving the market and likely to persist into 2026. 

Stock market 

The S&P 500 Index took a breather this week even though the Fed 
announced a rate cut in what may be a new easing cycle. Otherwise, it 
was a relatively mixed bag of earnings this week. Oracle reported a 14% 
revenue increase to US$16 billion on Thursday, falling short of 
expectations and reigniting concerns about a potential bubble in AI-
related stocks. The company raised its capital expenditure forecast 
once again and is now planning to invest US$50 billion in data centre 
construction—a 40% year-over-year increase. Meanwhile, Broadcom, a 
leading chipmaker, posted a lower-than-expected sales order backlog 
of US$73 billion, including a newly announced order from AI startup 
Anthropic. Even so, management cautioned that margins are tightening 
because of AI product sales and refrained from providing 2026 
guidance, sending the stock down double digits. On the consumer 
front, Costco delivered quarterly earnings exceeding analyst estimates, 
with sales growth of 8.2%, driven by a 20.5% year-over-year increase 
in digital sales. Paid memberships rose 5%, and the company opened 
eight new warehouse clubs globally, while leveraging its private label, 
Kirkland Signature, to offset tariff-related costs. Notably, the retailer 
reported no signs of trade-down behaviour among consumers.
  

Highlights 

• In Canada, the Bank of Canada held rates at 2.25% as GDP and 
trade data surprised positively with exports surging. 

• In the U.S., the Fed cut rates to 3.5%–3.75% amid resilient jobs 
and a narrowing trade deficit. 

On our radar 

• Canada: Inflation rate, housing starts, and retail sales for 
November 

• United States: Retail sales for October, inflation rate, existing 
home sales, nonfarm payrolls, and housing starts for November 



 

Markets 
(Total returns, in CAD) 

As of December 11, 2025 WTD 
%  

MTD 
%  

YTD 
%  

1Y 
%  

3Y 
% 

5Y 
% 

  
CA U.S. 

Equities              Bond yields   

S&P 500 -0.25 -0.50 13.62 11.79 22.72 16.91  2Y 2.63 3.54 

S&P/TSX 1.15 0.97 31.22 26.77 20.23 15.90  5Y 3.01 3.73 

NASDAQ -0.72 -0.32 16.95 14.84 30.88 17.46  10Y 3.43 4.16 

MSCI ACWI -0.12 -0.24 16.16 14.06 20.75 14.49  30Y 3.85 4.80 

MSCI EAFE 0.17 0.33 23.90 22.06 16.39 10.88  

MSCI EM -1.24 -0.44 25.86 24.41 15.73 6.39  

Commodities (USD)  

Gold 1.96 0.96 63.09 57.46 33.54 18.40  

CRB 1.62 2.18 1.67 0.73 -0.75 4.59  
   

WTI -4.13 -1.62 -19.69 -18.05 -6.74 4.34  

Fixed income      

FTSE TMX Canada Universe 0.18 -1.60 2.31 1.59 3.41 -0.26     

FTSE TMX Canada Long  0.38 -3.31 -0.95 -3.01 1.03 -3.54     
FTSE TMX Canada Corporate 
Overall 0.24 -1.08 3.96 3.58 5.69 1.55     

Currencies (USD)     

DXY -0.65 -1.12 -9.35 -7.84 -2.10 1.57     

USDCAD -0.33 -1.47 -4.26 -2.74 0.31 1.52     

USDEUR -0.81 -1.19 -11.80 -10.59 -3.52 0.63     

USDJPY 0.17 -0.38 -1.02 2.06 4.44 8.38     

USDGBP -0.45 -1.15 -6.52 -4.76 -2.90 -0.25     

   Source: iA Global Asset Management, Bloomberg 

 

  



 

 

 

  

A magnet for top investment talent, iA Global 
Asset Management is one of Canada’s largest asset 
managers, with over $100 billion under 
management across institutional and retail 
mandates. We help investors achieve their long-
term wealth creation goals through innovative 
investment solutions designed for today’s complex 
markets. We are building upon our historic 
success, supporting the growth of our core 
strengths, and exploring innovative ways to meet 
investor needs. We are rooted in history and 
innovating for the future. Our experienced portfolio 
managers use a proprietary investment 
methodology, rooted in iAGAM’s unifying 
commitment to strong risk management, 
analytical rigour, and a disciplined, process-driven 
approach to asset allocation and security 
selection. 

Get ahead iagam.ca 

The iA Global Asset Management logo is a trademark of 
Industrial Alliance Insurance and Financial Services Inc. 
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