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Financial markets are gearing up for December 16, when the U.S. Federal Reserve (the
Fed) could, for the first time in over nine years, raise its key interest rate. At least, that’s
what the Fed has been hinting at for several weeks. The health of the U.S. job market has
given most of the central bank’s governors enough confidence to begin the process of
monetary policy normalization before the end of the year. However, the Fed insists on the
fact that the process will be gradual, given that the rate of inflation is still below its target
range. As well, concerns over global economic growth have not been entirely dispelled,
prompting caution. On this front, the emerging economies, led by China, seem to be
recovering from the setbacks experienced earlier in the year, as can be seen by the
economic surprise index of the emerging countries, which has returned to positive
territory since the end of the month (see graph).

Canada: Growth resumes in third quarter

Canada’s gross domestic product (GDP) grew at an annualized pace of 2.3% in the third
quarter. The 9.4% increase in exports, fueled by sustained demand from the U.S.
economy and the loonie’s weakness, greatly helped alleviate some of the damage that
low oil prices have caused to business investment.
The Canadian job market is holding steady. Average monthly job creation in the services
sector is now at 24,000 jobs for the first 10 months of the year, a record since the 2008
financial crisis. The provinces of Ontario and British Columbia still lead the way on this
front. These two regions are also experiencing higher demographic growth than the
country’s average. Together, these two factors help to explain the strong rise in housing
prices in these regions.

United States: All set for a rate hike in December

The minutes of the latest meeting of the committee in charge of setting monetary policy
suggest that the U.S. economy is ready for a first increase in its key rate on December
16. The job market data for October also point in this direction. A total of 271,000 new
jobs and a 2.5% annualized increase in salaries were recorded, greatly surpassing
market expectations. Yet despite the current strength of the job market, the Fed will likely

continue to proceed with caution. Even if we exclude energy, consumer price growth
remains hesitant and is below 2%. The Fed will be keeping a close watch on the inflation
rate, and this will likely form the basis for its coming decisions in 2016.
Annualized GDP growth was revised to 2.1% in the third quarter, up from the first
estimate of 1.5%. A large part of the revision was due to a downward adjustment in the
rate at which companies were clearing out their inventories. 

Europe: Still in recovery mode

While the U.S. economy has fully recovered from the Great Recession of 2008, the
situation in Europe is somewhat foggy. Economic growth in the euro zone is still below
its pre-crisis level, and the European Central Bank (ECB) does not intend to give up its
fight against low inflation. The region’s businesses will therefore continue to benefit from
these expansionist measures as well as the relative weakness of the European currency.

World: Emerging economies looking up

Market sentiment toward the emerging economies is much more positive than a few
months ago. Markets are no longer expecting the worst in China, now that the slowdown
in the manufacturing sector is stabilizing and the economic data related to consumer
spending and the service sector appear more promising. In addition, monetary
stimulation efforts by several central banks could continue to boost industrial output and
international trade.

Financial markets

• The S&P/TSX Composite Index declined 0.23% in November. The Canadian index
was dragged down by the consumer discretionary and energy sectors, which posted
returns of -3.1% and -4.1% respectively. The Canadian market’s total return for the
year to date is now -5.4%.

As at As at
2015-11-301 2014-12-31

Canada - Unemployment rate 7.1% 6.6%
Canada - CPI (year/year variation) 1.0% 2.0%
Canada - GDP (year/year variation) 0.0% 2.3%
U.S. - Unemployment rate 5.0% 5.8%
U.S. - CPI (year/year variation) 0.2% 1.3%
U.S. - GDP (year/year variation) 2.2% 2.7%
2-year Canada Bonds 0.63% 1.01%
10-year Canada Bonds 1.57% 1.79%
Oil (West Texas) ($US) 41.6 53.8
Gold ($US) 1,063.7 1,186.3
CRB Commodities Index ($US) 182.5 230.0
Exchange rate $CA/$US 1.3363 1.1621

So
ur

ce
: I

AI
M
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1 Most recent data available at such date

Spotlight on the Fed!
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Reference indexes1 - Returns as at November 30, 2015
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INDEXES RELATED TO
INCOME FUNDS

FTSE TMX Canada 91 Day T-Bill Index
FTSE TMX Canada Short Term Bond Index
FTSE TMX Canada Universe Bond Index
S&P/TSX Capped Income Trusts (Total Return)
SB - World Government Bonds (Can. $)

INDEXES RELATED TO
CANADIAN EQUITY FUNDS

S&P/TSX 60
S&P/TSX Completion Index
S&P/TSX Composite Index
S&P/TSX Capped Composite Index
S&P/TSX SmallCap Index

INDEXES RELATED TO
U.S. & INTERNATIONAL EQUITY FUNDS

S&P 500 (Can. $)
S&P 500 (Can. $) (Reuters)
MSCI - World (Can. $)
MSCI - EAFE (Can. $)
MSCI - EAFE (Can. $) (Reuters)
MSCI - Europe (Can. $)

INDEXES RELATED TO SPECIALTY FUNDS
MSCI - AC Asian Pacific Free (Can. $)
MSCI - Emerging Markets (Can. $)
MSCI - World Health Care (Can. $)
NASDAQ 100 (Can. $)
S&P/TSX Capped REIT Index 

EXCHANGE RATE (Can. $ / US $)
As at November 30, 2015:  1.3333

EXCHANGE RATE (US $ / Can. $)
As at November 30, 2015:  0.7500

1 Indexes presented in this document are total return index.
2 The rates for the period are non-annualized.

Simple returns2 Compound annual returns
1 month 3 months YTD 1 year 3 years 5 years 10 years

% % % % % % %

0.0 0.1 0.6 0.7 0.9 0.9 1.8
0.0 (0.2) 2.1 2.3 2.3 2.7 3.8
0.1 (0.4) 2.4 2.9 3.2 4.6 5.0

(0.6) 2.4 1.8 (0.8) 5.5 10.6 8.7
(0.2) (0.6) 9.8 10.8 6.7 5.5 4.8

(0.1) (2.1) (4.8) (5.4) 7.3 4.3 5.4
(0.5) (1.7) (7.3) (7.1) 3.9 2.1 4.8
(0.2) (2.0) (5.4) (5.8) 6.4 3.8 5.2
(0.2) (2.0) (5.4) (5.8) 6.4 3.8 5.2
(1.7) (4.3) (11.9) (12.2) (1.8) (4.2) 0.7

2.2 6.9 18.4 19.9 28.1 20.5 8.9
2.1 6.2 18.4 20.0 28.0 20.5 8.9
1.4 4.3 16.0 15.8 22.4 15.4 6.8
0.3 1.6 15.6 13.2 17.6 11.2 5.0
0.2 0.8 15.6 13.3 17.5 11.1 5.0
0.1 1.2 15.2 11.9 18.0 12.5 6.0

0.0 3.0 12.6 12.2 15.4 8.8 5.4
(2.1) 0.7 0.3 (2.8) 5.7 2.5 6.2
1.1 (0.6) 19.2 17.8 29.5 22.1 8.9
2.3 10.0 26.5 25.5 32.7 23.4 12.3

(1.0) 1.5 (1.2) (4.2) 2.3 8.1 7.8

Variation Compound annual variation
1 month 3 months YTD 1 year 3 years 5 years 10 years

% % % % % % %

1.9 0.8 14.9 16.7 10.3 5.4 1.3

(1.9) (0.8) (13.0) (14.3) (9.3) (5.1) (1.3)

• The U.S. S&P 500 index saw a slight gain of 0.3% for the month of November (2.2%
in Canadian dollars). The poorest performance in the index came from the utilities
sector, with a return of -2.8%. The total return for the U.S. market for the year to date is
now 3.0% in local currency. With the loonie’s 15% depreciation against the U.S. dollar
since the start of the year, the index’s total return translates into 18.4% for Canadian
investors.

• World indices MSCI - EAFE and MSCI - World climbed 1.3% and 0.6% respectively
(0.3% and 1.4% in Canadian dollars). The emerging markets, measured by the
MSCI - Emerging Markets index, lost 2.7% (-2.1% in Canadian dollars). For the year

to date, total returns for the MSCI - EAFE, MSCI - World and MSCI - Emerging Markets
are respectively, in local currency, 8.3%, 4.3% and -4.4% (15.6%, 16.0% and 0.3%
in Canadian dollars).

• The Canadian bond market, measured by the FTSE TMX Canada Universe Bond Index,
saw a slight gain of 0.1% in November. The return for the year to date is 2.4%.


