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After the central bank of China, which is in the midst of implementing expansionary
policies, having cut its interest rates for the sixth time and lowered the reserve
requirement ratio for its banks, further monetary stimulus measures are likely to come
elsewhere in the world. The European Central Bank’s president, Mario Draghi, does not
appear satisfied with the results of his institution’s quantitative easing (QE) program. He
recently expressed his concerns over the growth outlook for the European economy,
which is facing weaker external demand. In Japan, the economic data are not very
encouraging either, beginning with the revelation of an 11% drop in the country’s
imports in September, which increases the likelihood of seeing a QE strengthening in
this region as well. As for the U.S. Federal Reserve (the Fed), a number of signs lead us
to believe that it is moving increasingly closer to a divergent and less accommodating
monetary policy.

Canada: BoC lowers growth forecast

The Bank of Canada (BoC) revised its growth forecast for Canadian GDP downward from
2.3% to 2.0% for 2016, primarily because of decreased investment intentions among
energy-sector businesses. In its latest monetary policy report, the BoC highlighted the
importance of the current process of reallocating labour and capital to non-resource
sectors, which will help diversify the country’s export capacities.
A word on the federal elections: from an economic standpoint, a majority victory by the
liberal government certainly removes the risks of political instability that a minority
government could have brought to the country. The party’s platform calls for more fiscal
stimuli by means of budgetary deficits for the next three years that will represent only
0.5% of Canadian GDP. This additional spending will serve to finance a new
infrastructure investment plan, reaching $120 billion over ten years. The effect of this
programme will not be immediate, but these measures have been well accepted by the
financial market since they should support the country’s economic growth over the
medium term.

United States: December rate increase is possible

In its latest press release, the Fed clearly indicated that a decision to raise its key rate in
December is a real possibility. It seemed more optimistic about the potential effects of a

world economic slowdown on the country’s inflation outlook. It also recognized the
increase in household spending and capital investments. The next two employment
reports will no doubt play a role in the Fed’s December 16 decision.
The U.S. economy grew at an annual pace of 1.5% in the third quarter, which was lower
than the 3.9% pace of the previous quarter. This slowdown can be attributed primarily to
the fact that businesses dug into their inventories, resulting in a negative impact on GDP.
If we exclude this reduction in inventory, growth was 3.0%, a level that is more
representative of the current vigour of the domestic economy.

Europe: ECB more pessimistic about European economy

The European Central Bank (ECB) has indicated the need for additional monetary stimuli
in the European economy and such action could be taken starting in December 2015.
The slowdown in emerging markets and the appreciation of the euro over the summer
are the two reasons invoked by the central bank, placing downward pressure on
business sales as well as the inflation outlook. Among the stimulation options available,
the ECB has not excluded the possibility of a further cut to its key rate, which is currently
at -0.20%.

World: China in structural transition

The Chinese economy is evolving toward a new model of growth. Several structural
reforms have been put in place so as to rely more on consumer spending and less on
investment to support the country’s economic growth in the coming years. These reforms
are already being reflected in the country’s GDP make-up (see graph), but are far from
over. Among other things, they should lead to a lower rate of household savings, which
is currently at more than 40% of income. In short, this transition remains complex and
will certainly have an impact on the rest of the world, which will have to adapt to China
importing fewer raw materials.

As at As at
2015-10-311 2014-12-31

Canada - Unemployment rate 7.1% 6.6%
Canada - CPI (year/year variation) 1.0% 2.0%
Canada - GDP (year/year variation) 0.9% 2.3%
U.S. - Unemployment rate 5.1% 5.8%
U.S. - CPI (year/year variation) 0.0% 1.3%
U.S. - GDP (year/year variation) 2.0% 2.7%
2-year Canada Bonds 0.58% 1.01%
10-year Canada Bonds 1.54% 1.79%
Oil (West Texas) ($US) 46.4 53.8
Gold ($US) 1,141.1 1,186.3
CRB Commodities Index ($US) 195.6 230.0
Exchange rate $CA/$US 1.3078 1.1621
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1 Most recent data available at such date

More monetary stimulation on the horizon?
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Reference indexes1 - Returns as at October 31, 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 October 31, 2015:  1.3083

EXCHANGE RATE (US $ / Can. $)
As at October 31, 2015:  0.7644

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 (0.4) 2.1 2.7 2.4 2.6 3.8

(0.3) (1.5) 2.3 4.4 3.4 4.3 5.1
1.2 (0.9) 2.4 0.8 5.3 11.4 9.8

(2.4) 1.5 10.0 11.8 6.5 4.6 4.6

1.6 (6.2) (4.7) (3.6) 6.9 4.8 5.9
3.1 (4.4) (6.8) (7.5) 3.4 2.9 5.2
2.0 (5.8) (5.2) (4.6) 6.0 4.3 5.6
2.0 (5.8) (5.2) (4.6) 6.0 4.3 5.6
4.5 (5.3) (10.4) (10.8) (2.5) (3.0) 1.3

5.9 (0.4) 15.8 22.1 27.1 20.2 9.0
5.8 (0.1) 16.0 22.1 27.1 20.2 9.0
5.4 (2.7) 14.4 18.1 22.1 14.7 6.9
5.3 (4.9) 15.2 16.0 18.2 10.2 5.1
5.2 (4.6) 15.4 16.0 18.2 10.2 5.1
4.7 (4.8) 15.1 16.4 18.8 10.9 6.1

6.1 (4.3) 12.6 13.0 16.1 8.9 5.8
4.7 (5.2) 2.4 (0.5) 6.6 2.5 7.1
3.6 (7.8) 17.8 21.7 29.1 21.1 8.7
8.6 1.6 23.8 29.7 32.0 23.0 12.6
0.8 (3.0) (0.2) (2.8) 2.1 7.5 8.7

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

% % % % % % %

(2.3) 0.3 12.8 16.0 9.4 5.1 1.0

2.4 (0.3) (11.3) (13.8) (8.6) (4.9) (1.0)

Financial markets: Back in the green

• October was a positive month for the S&P/TSX Composite Index, which was up 2.0%,
despite a 45.7% drop in the health care sector, which represents nearly 3% of the
Canadian stock market index. The total return for the Canadian market for the year to
date is now -5.2%.

• The U.S. S&P 500 Index did well, with a gain of 8.4% (5.9% in Canadian dollars) for
the month. The sectors that delivered the best performances were materials and energy,
up 13.5% and 11.3% respectively. The total return for the U.S. market for the year to
date is now 2.7% in local currency and 15.8% in Canadian dollars.

• World indices MSCI - EAFE and MSCI - World gained 7.9% and 7.8% respectively
(5.3% and 5.4% in Canadian dollars). The emerging markets, measured by the
MSCI - Emerging Markets index, were up 5.4% (4.7% 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, 6.9%, 3.7% and -1.8% (15.2%, 14.4% and
2.4% in Canadian dollars).

• The Canadian bond market, measured by the FTSE TMX Canada Universe Bond Index,
was down 0.3% in October. The return for the year to date is 2.3%.


