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Canada & U.S.: Annual jobs creation
Jobs added to the labour market in last 12 months, %
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The Bank of Canada (BoC) caused a huge surprise in January when it cut its key rate to
0.75%, its lowest level since 2010. In justifying the decision, BoC Governor Stephen
Poloz stated that “the oil price shock increases both downside risks to the inflation
profile and financial stability risks” and explained that this policy action was intended to
act as an “insurance policy” against the expected negative effects on the Canadian
economy. It took a few days, but Canadian banks finally decided to allow borrowers to
benefit from this rate cut by, in turn, lowering their prime rates. This new rationale of the
BoC demonstrates the importance of oil price outlooks for 2015 and 2016 and the
likelihood that this new low-cost regime will last long enough to deliver a significant
blow to the Canadian economy. If we are to judge from the real estate data coming from
Alberta since the end of 2014, it would appear that damage is already being done and
that, should oil prices stay at their current level, the BoC may be forced to cuts its key
rate more than once in 2015. The BoC has therefore joined the ranks of the European
Central Bank (ECB) and the Bank of Japan in increasing, albeit to a lesser extent, the
degree of monetary easing, while the U.S. Federal Reserve (the Fed) will likely begin to
tighten its monetary policy this year for the first time since 2006.

Canada: Job creation in 2014 cut by one third

• Bad news for the Canadian economy: according to Statistics Canada, there were not
185,700 jobs created in the country in 2014, but rather 121,300! The Labour Force
Survey’s annual revision subtracted one third of job creation estimated last year, and
Ontario, which formerly led the pack with 80,000 new jobs, saw its gains cut by more
than half to 37,000 new jobs. The annual revision favoured Quebec (-9,600 instead of
-15,800 jobs) and penalized British Columbia, which went from 38,500 jobs added to
only 16,500. The final tally is that 85% of jobs created in the country came from the
west (compared to more than 70% before the revision), an alarming fact in a context of
low oil prices. In 2015, exporting provinces that stand to benefit from the loonie’s
weakness (Ontario and Quebec in the lead) will have to take up the relay in order for
Canada to even approach its disappointing performance of 2014. The discrepancy with
the pace of the U.S. economy has therefore increased by a notch (see graph).

• The most recent reading of the Canadian real estate market paints a somewhat
worrying picture. Home resale prices were down 0.2% across the country in

December, led by an unusual drop in the Calgary region (-1.1%). Prices also fell in
Halifax (-1.9%), Quebec City (-1.0%), Montreal (-1.0%) and Vancouver (-0.4%). In
the last 12 months, prices were up 4.9% overall, led by Calgary (+8.3%), Hamilton
(+7.8%) and Toronto (+7.2%), while prices decreased in Quebec City (-0.8%) and
Halifax (-2.5%).

United States: Confidence explodes

• December saw a spectacular jump in U.S. consumer confidence. The two leading
indices, published by the University of Michigan and the Conference Board, were at
10- and 7-year highs respectively, which is excellent news for 2015. The rapid
progress of the job market in 2014 has caused a surge of optimism among
consumers, who account for 70% of activity in the first world economy, and makes us
confident in the outlook for U.S. economic growth in 2015, which should be around
3.5%.

•The first estimate of U.S. economic growth for the fourth quarter was slightly lower
than anticipated—2.6% against expectations of 3.0%. However, the details of the
report are rather positive. Consumption grew 4.3%, the best result since 2006,
bolstered by attractive gains on the job market and the high level of household
confidence. Business investment was disappointing, as were exports, which are of
course suffering from the strength of the greenback. Finally, federal government
spending on national defence contracted at its worst pace in two years.

Europe: Quantitative easing at last!

•The ECB finally announced its quantitative easing program, pleasantly surprising
markets with its size. Starting in March and continuing until at least September 2016,
the ECB will buy 60 billion euros of bonds per month, including sovereign bonds. The
weight of the latter will be determined by the relative economic size of each euro zone
country, and the bonds will be held by the local central banks, in order to ensure that
the sovereign risks are assumed locally. While it is difficult to say whether this
measure will have a direct economic impact (the impact is more likely to be indirect, 
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As at As at
2015-01-311 2014-12-31

Canada - Unemployment rate 6.6% 6.6%
Canada - CPI (year/year variation) 1.5% 2.0%
Canada - GDP (year/year variation) 1.9% 2.3%
U.S. - Unemployment rate 5.7% 5.8%
U.S. - CPI (year/year variation) 0.8% 1.3%
U.S. - GDP (year/year variation) 2.5% 2.7%
2-year Canada Bonds 0.45% 1.01%
10-year Canada Bonds 1.25% 1.79%
Oil (West Texas) ($US) 47.6 53.8
Gold ($US) 1,273.2 1,186.3
CRB Commodities Index ($US) 218.8 230.0
Exchange rate $CA/$US 1.2732 1.1621
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1 Most recent data available at such date

More monetary easing
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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 January 31, 2015:  1.2717

EXCHANGE RATE (US $ / Can. $)
As at January 31, 2015:  0.7863
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Reference indexes1 - Returns as at January 31, 2015

Continued from first page

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

% % % % % % %

0.1 0.3 0.1 1.0 1.0 0.9 1.9
2.0 2.6 2.0 4.1 2.8 3.2 4.0
4.6 6.8 4.6 10.9 5.0 6.0 5.7

10.2 8.5 10.2 24.1 12.2 17.6 11.8
9.3 11.1 9.3 12.0 6.5 5.3 3.5

0.6 1.7 0.6 12.3 9.8 8.8 8.2
0.5 (0.3) 0.5 4.5 6.2 8.9 7.0
0.5 1.2 0.5 10.3 8.9 8.8 7.7
0.5 1.2 0.5 10.3 8.9 8.8 7.7
0.5 0.0 0.5 (3.5) (1.8) 3.7 2.3

6.3 12.1 6.3 30.6 27.0 19.8 7.9
6.2 11.7 6.2 29.9 27.0 19.7 7.8
7.6 11.1 7.6 22.4 22.1 14.7 6.4

10.2 10.9 10.2 13.9 18.2 10.2 5.0
10.0 10.6 10.0 13.2 18.2 10.2 4.9
9.6 10.9 9.6 12.2 19.8 11.1 5.7

11.6 12.0 11.6 22.4 16.2 10.5 6.4
10.3 7.2 10.3 20.8 9.2 7.1 9.1
12.1 15.7 12.1 35.2 31.4 18.9 8.5
7.3 12.5 7.3 34.7 28.6 23.3 10.9
9.4 6.6 9.4 20.0 9.4 14.3 10.5

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

% % % % % % %

9.6 12.8 9.6 14.4 8.2 3.6 0.3

(8.8) (11.3) (8.8) (12.6) (7.5) (3.5) (0.3)

through household and business confidence and an upward revision of inflationary
expectations), this massive cash injection should sustain the European markets for the
next few years.

World: China advances at its slowest pace since 1990

• Growth in China slowed to its weakest pace in nearly 25 years last year. GDP growth
slowed to “just” 7.4% in 2014, in keeping with the expectations put forth by the
Chinese administration. Stimulus efforts bore fruit toward the end of the year as
infrastructure spending boosted industrial output and retails sales in December.

Financial markets: timid start to the year in North America

• The S&P/TSX was off to a timid but positive start. The Canadian index suffered from
the weak oil prices and lack of vigour in the Canadian economy, posting a total return
of 0.5% in January.

• The U.S. S&P 500 Index was down in January, with a total return of -3.0% (up 6.3%
in Canadian dollars). The rapid decline of the loonie was a boon to Canadian
investors.

• World indices MSCI - EAFE and MSCI - World returned respectively 3.0% and -0.5%
(+10.2% and +7.6% respectively in Canadian dollars). The emerging markets,
measured by the MSCI - Emerging Markets Index, were up 1.4% (+10.3% in
Canadian dollars).

• The Canadian bond market, measured by the FTSE TMX Canada Universe Bond Index,
was up 4.6% in January.

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


