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A look at the main conclusions from the June 2016 webinar 

• World:  India should add more to global growth in 2016 than the U.S., 
and Europe is beating expectations since the start of the year. 

• U.S: Despite a recent disappointing jobs report, the U.S. labour 
market remains relatively robust and the outlook is still encouraging. 

 
• Canada: Despite the sharp hit from the wild fires in Alberta’s oil 

patch, the Canadian economy’s transition is going well. 

• Interest rates: Fear of a “Brexit” and lower jobs figures in the U.S. 
have pushed rates lower since January. We expect a turnaround 
before the end of 2016. 

• Canadian dollar: After falling as low as 68 cents in January, the 
Canadian dollar rebounded in a spectacular way along with oil. 

• Equities: The Canadian stock market is among the best performers 
this year. 

 

 

• The U.S. economy is expanding further, while European data continue  
to surprise to the upside. World GDP growth should be close to 3% 
in 2016. 

• The labour market is approaching full employment, as is suggested by 
the acceleration in wages. 
 

• Lackluster trade data pushed the Bank of Canada to shift to a more 
dovish tone in September. 

• The bond market has been more volatile  in the last few months as 
investors’ expectations towards central banks are shifting. 
 

• The Canadian dollar is moving with the price of oil, but the 
downgrade of Canadian macroeconomic data could weigh on the 
loonie in the coming months. 

• The good performance of the stock market since the beginning of the 
year makes it more expensive on a historical basis and more exposed 
to a rise of volatility. 

 

Statements Follow-up 
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Global Economy 

• Global growth should be around 3%, led 
by emerging countries. Still, a significant 
share of this growth is fed by the 
strength of U.S. consumer demand. 

• The Bank of Japan recently reviewed its 
monetary policy and now targets a yield 
of 0% on 10-year Japanese bonds, a first 
for a modern central bank.  

• European data are slowly getting better, 
pushing the ECB to remain on the 
sidelines « for now ». 
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U.S. Economy 

• The U.S. expansion continues, but 
at a slower pace than in the past. 
Conditions are in place for further 
monetary policy tightening before 
the end of the year. 

• Wage growth for job switchers is 
now at a level not seen since 2007, 
pointing to an economy 
approaching full employment. 
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Canadian Economy 

• Early signs of a slowdown in the 
Greater Vancouver housing 
market are starting to appear 
following the institution of a new 
sales tax on foreign buyers. 

• The benefits of the devaluation of 
the loonie are still not clearly 
present in Canadian trade data. 

• We should have to wait in 2018 
before the Canadian economy 
returns to its full capacity. 
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U.S. Monetary Policy 

• The Fed views the case for another 
rate hike as having strengthened, but 
decides to wait « for the time being », 
for further signs that the labour 
market and inflation are moving 
towards its established targets. 

• Among the risk factors, investors are 
now currently expecting only one rate 
hike per year from the Fed until 2020, 
well below the forecasts made by the 
Fed governors. 
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Canadian Monetary Policy 

• The Bank of Canada sees more 
uncertainty, clouding the prospects of 
further business investment, and is 
disappointed  by the recent weakness in 
Canadian exports.  

• According to a recent speech by Governor 
Poloz in Quebec city, businesses and 
investors will have to adapt to a new 
reality of weaker economic growth and 
lower equilibrium rates than in the past. 
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Currencies 

• The loonie is fluctuating with the 
price of oil and all eyes are now 
turned towards the OPEC meeting 
in Algeria 

• The size of Canada’s current 
account deficit makes the loonie 
more vulnerable to a shift in 
foreign investors’ sentiment 
towards Canadian assets  

• Given expectations towards North 
American monetary policies, the 
the loonie should remain under 
pressure in the coming months. 
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Bonds 

• Bond yields have been under 
pressure since the beginning of 
the year, pushing a third of all 
outstanding government debt to 
trade at negative rates. 

• Former Fed Chair Alan Greenspan 
is warning investors about the 
current complacency in the bond 
market. 
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Equities 

• S&P 500 earnings are about to post a 
sixth consecutive quarter of 
contraction.  

• Correlation between global stock 
indices is at even higher levels than in 
2008, cutting the possibilities for a 
sound diversification of portfolios.  

• The environment of low volatility that 
prevailed during the summer was a 
good opportunity to buy some 
protection. 
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Equities 

• Equities are expensive on a 
historical basis, with a forward 
P/E above 18x on the S&P 500. 

• On a relative basis, current levels 
are supported by the “search for 
yield” from investors. The 
dividend yield on U.S. equities is 
now higher than the U.S. 30-year 
rate. 
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Asset allocation: A look at valuation 
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Asset allocation:  
Diversification and capital protection are our priorities 

During the quarter, we used the recent environment of low 

volatility to buy protection in our portfolios. 

iA Diversified Security (FU240) iA Diversified (FU040) 
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Asset allocation: Widening our scope! 

IA Clarington Yield Opportunites fund  
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Investment strategies – September 2016 

• Economy:  Global growth should continue, led by emerging countries, 
U.S. consumers and better economic data in Europe. 

• Monetary policy : The last few years of fiscal austerity have forced 
central banks to shoulder the weight  of stimulating economic 
growth. As austerity draws to an end in many countries, we can now 
expect less monetary easing globally. 

• Canadian dollar: The loonie should trade in a range of 74 to 78 cents 
until the end of the year. We keep an eye on the price of oil and 
foreign investors’ appetite for Canadian assets. 

• Bonds: The shift in tone from central banks could lead to more 
volatility in the bond market. We still prefer provincial bonds as well 
as investment grade corporate bonds. 

• Equities: Equities remain expensive and volatility could settle in 
before the end of the year as U.S. elections and another rate hike by 
the Fed are looming. 

• Asset allocation: For the first time in almost four years, we included 
preferred shares in our diversified funds. We also used the recent 
environment of low volatility to buy some protection. 
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To follow us: www.ia.ca/economy 
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›› Q&A 


