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Disclaimer

Opinions expressed in this presentation are based on actual market conditions

and may change without prior warning. The aim is in no way to make investment

recommendations. The forecasts given in this presentation do not guarantee

returns and imply risks, uncertainty and assumptions. Although we are
comfortable with these assumptions, there is no guarantee that they will be

confirmed.

iA Financial Group
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Before sharing our views and 

our outlook on 2019, let’s take

a look back on 2018
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Volatile markets in Q4 of 2018 !

Source: iA Economics, data via Bloomberg Source: iA Economics, data via Bloomberg
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Look back on 2018: 
Volatility returned in force on Wall Street

Source : WSJ, January 2019
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Post-mortem 2018: A harsh year on financial markets

Only a few asset classes generated a positive return
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World:
2018 was the year of the slowdown

Purchasing managers index (PMI)
2019-01-31 2018-10-31 2018-07-31 2017-12-31

Global 50.7 52 52.7 54.4

U.S. 56.6 57.5 58.4 59.4

Canada 53 53.9 56.9 54.7

Japan 50.3 52.9 52.3 54

U.K. 52.8 51.1 53.9 55.6

Euro area 50.5 52 55.1 60.6

France 51.2 51.2 53.3 58.8

Germany 49.7 52.2 56.9 63.3

Italy 47.8 49.2 51.5 57.4

Spain 52.4 51.8 52.9 55.8

Expansion ≥ 52 Contraction < 50

Source: iA Economics, data via Bloomberg Source: iA Economics, data via Bloomberg
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Eurozone: 
Responsible for most of the recent slowdown

Source: iA Economics, data via Bloomberg
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Post-Mortem 2018:

• Strongest global growth in 10 years!

• US unemployment rate at 50 year low

• Growth of 25% for S&P 500 earnings

And yet: 

Correction of nearly 20% on Wall Street 

with strong lots of volatility
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In addition to recession fears, the presence 

of algorithms and ETFs added to volatility
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1. Business cycle : Are we heading for a US recession in the 2019? 

2. Interest rates: Will the Fed move to the sidelines or stay the course ? 

3. Equities : Entering a bear market, or a just a correction 1997-98 style?

4. Recommended investment strategies 

Topics to be addressed 
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Business cycles don’t die

of old age
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U.S. economy : Heading for the longest business 

cycle in modern history?



14

Reminder: An inversion of the 10/2 yield curve 

does not necessarily imply a looming recession

Source: JP Morgan, December 31, 2018
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Business cycles don’t die

of old age but… 

Policy mistakes or external market 

shocks could jeopardize the US 

business cycle 
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Lessons from the past: Factors that caused past

recessions in the G-7 since 1960

Source: Capital Economics

U.S. monetary policy

is still very

accommodative!!!
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Federal Reserve: 
At current rates, monetary policy is far from restrictive

Since 1960, we 

have never 

experienced a 

recession unless 

we have real 

rates of at least 

2%

Source: Strategas, December 31, 2018
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Important: The majority of leading indicators suggest 

that recession probabilities are relatively low

Source: Credit Suisse, December 31, 2018
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Corporate America: 
Access to credit and capital market still relatively « easy »
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U.S.: 
Fiscal policy stimulus set to increase in 2019

Source : Strategas, Jan 2019
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China: 
More stimulus in the pipeline, but still the #1 risk

Source: WSJ, January 2019
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Thoughts on the current “trade war”:
Dogmatism or negotiating strategy from President Trump?

G7 in Charlevoix, June 8 2018
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Interest rates normalization to continue? 

or

Will the Fed move to the sidelines?

Monetary policies in 2019
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FED: 
Time to take a pause and be patient!
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Fed: The market is completely pricing out 

a hike in 2019
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Can the economy cope with

higher rates ?

Canada



28

0.0

0.4

0.8

1.2

1.6

2.0

2.4

2.8

3.2

3.6

4.0

4.4

4.8

2006 2008 2010 2012 2014 2016 2018

Core CPI inflation (average of three measures) vs. Bank of Canada overnight rate

%

NBF Economics 
and Strategy

Core CPI inflation

(avg. of 3 BoC measures)

BoC

rate

Poloz wants 

to close this gap

Canada:
Time to restore positive real interest rates?



29

Canada:
Leading the G-7 over the last decade in growth!

Canada: The economy continues to do well
Real GDP
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NBF Economics and Strategy (data via Statistics Canada and U.S. Census), as at December 31, 2017

A reason for this performance and great resilience: 
Immigration
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Canada: 
In the OECD, Canada carries the most educated immigrants

As of December 31, 2017
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Canada’s housing market:
2 important reasons to remain optimistic
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What about household debt?

Question :
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Canadian households are indebted, but we need 

to compare apples with apples!!
Household debt to disposable income (net of health expenses)

June 2018
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• We are optimistic about Canadian 
economic potential!

• Our economy can cope with higher rates 
from BOC (at least 50 bps increase in 
2019)

• Canadian dollar should return above 80 
cents US before year end

Bottom-line Canada :
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Outlook 2019: 

Investment strategies?
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The stock market typically does well late-cycle

Source : Cornerstone Macro, January 2019
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Where to go in 2019? Overseas markets could 

benefit from a weaker greenback
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Emerging Markets:
Now responsible for the lion’s share of global growth

Source : IMF, 2018 Source : MSCI
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Emerging Markets:
Very attractive valuations
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Where to go in 2019? 
The Canadian market offers attractive perspectives

Source: iA Economics, data via Bloomberg Source: iA Economics, data via Bloomberg
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Banks: Buy the GIC or their equities?
It depends on the investment horizon!!

Source: iA Economics, data via Bloomberg

Source: iA Economics, data via Bloomberg



45

Don’t forget!: 

What is the most important long-term 
risk our clients are facing?

Longevity risk !!
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Today’s “early” retirees face a bigger challenge than the 

previous generation…

Economic context: The world has changed!

My client His father

2019 1989

Life expectancy at age 65 19 years 12 years

Inflation rate 1.7% 3.9%

Leading rate 1.75% 11.2%

10-year federal yield :

Nominal 2.0% 9.6%

Real 0.3% 5.7%

Dividend yield :

TSX 3.4% 3.4%

S&P500 2.2% 3.5%

The big question!

1989: To whom will I 

leave my money?

2019: Who will want to 

host me when all my 

retirement capital is 

eaten up?

Source: iA Economics, Bank of Canada, Statistics Canada, Bloomberg, for illustrative purposes only.



47

On the long run, the risk of “losing money“ on the stock 

market with a “buy and hold” strategy is limited

Source : iAGP, JP Morgan, January 2019Source : iAGP, Régie des rentes du Québec
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Investment strategy

• Despite some risk factors, the current business cycle is expected to continue for a 

few more quarters, but at a slower pace more compatible with potential GDP.

• After 9 hikes since December 2015, the Fed is now set to take a pause in the first 

half of 2019. The Bank of Canada should still move forward with at least two hikes 

this year, as it is still behind the Fed in its normalization process.

• While we remain cautious on the global outlook, current valuations should lead to 

positive returns for equities in 2019. The S&P/TSX and emerging markets offer 

attractive prospects for 2019, as the discount to the U.S. market is historically 

large. 

• Stay disciplined, stay diversified, and don’t forget that the biggest risk facing your

clients is… Longevity Risk!
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To follow us: www.ia.ca/economy
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Disclaimer

This document was prepared by iA Financial Group. Unless otherwise indicated, the segregated funds presented in this document are offered by iA Financial

Group and the mutual funds presented are offered by iA Clarington Investments Inc.

The opinions expressed herein are based on current market conditions and may change without prior notice. They are not intended to provide investment

advice. The forecasts provided herein are not guarantees of future performance, and include risks, uncertainty and assumptions. While we believe these

assumptions are reasonable, there is no guarantee they will be confirmed.

Investing in a mutual fund, a segregated fund or the use of an asset allocation service may result in brokerage fees, trailing commissions, management fees

and other fees. Please read the prospectus or the information folder, or the prospectus for mutual funds in which the asset allocation service may invest,

before making an investment.

Each rate of return indicated is an historical annual compounded total rate of return that takes into account fluctuations in the value of units or shares and

the reinvestment of all distributions and does not take into account buying commissions or redemption fees, investment fees, optional fees or tax on

payable income by a unit holder, or to a holder of a participating mutual fund, that would have reduced returns. Mutual funds are not guaranteed.

Segregated funds are guaranteed in part, under certain conditions. The value often fluctuates upward or downward, at the risk of the subscriber, and past

performance is not indicative of future performance.

The rate of return is used to illustrate the effects of the compound growth rate only and is not intended to reflect the future values of the investment fund

or the return on an investment in the investment funds.

iA Financial Group is a business name and trademark of Industrial Alliance Insurance and Financial Services Inc. iA Investment management it is a trademark

and business name under which Industrial Alliance Investment Management Inc. operates. iA Investment management and iA Clarington Investments Inc.

are wholly owned subsidiaries of iA Financial Group.
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Licences – Data providers (1/2)

This document contains information provided by companies not affiliated with iA Financial Group (“Third-Party Content Providers”), including, but not

limited to, stock indexes and company classification systems (“Third-Party Content”). Third-Party Content is the property and trademarked by the relevant

Third-Party Content Providers and has been licensed for use by iA Financial Group. The use of data received from Third-Party Content Providers by

iA Financial Group is authorized under licence.

The information contained in this document is provided for informational purposes only. iA Financial Group and Third-Party Content Providers make no

representations or warranties as to the information contained herein and do not guarantee its originality, accuracy or completeness. iA Financial Group and

Third-Party Content Providers disclaim all liability in respect of this information or the use or misuse thereof.

The investment funds offered by iA Financial Group (“Funds”) are not sponsored, sold or promoted by Third-Party Content Providers. Third-Party Content

Providers make no representation as to the relevance of investing in the Funds, offer no guarantee or conditions in respect thereof, or assume liability in

respect of their design, administration or negotiation.

Financial and economic publications of iA Financial Group are not written, reviewed or approved by Third-Party Content Providers.

Any information contained herein may not be copied, used or distributed without the written consent of iA Financial Group and/or the relevant Third-Party

Content Provider.

(CONTINUED ON THE NEXT SLIDE)
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Licences – Data providers (2/2)

FTSE

Where FTSE indexes are used or referenced: FTSE International Limited (“FTSE”) © FTSE [2018]. FTSE ® is a trademark of the London Stock Exchange Group

companies and is used by FTSE under licence. “NAREIT®” is a trademark of the National Association of Real Estate Investment Trusts and used by FTSE under

licence. “EPRA ®” is a trademark of the European Public Real Estate Association and used by FTSE under licence. “TMX” is a trademark of TSX Inc. and used

by FTSE under licence.

NASDAQ

NASDAQ®, OMXTM, NASDAQ-100® and NASDAQ-100 Index® are registered trademarks of NASDAQ Inc. and are licensed for use by iA FINANCIAL GROUP.

GICS Classification

Where the Global Industry Classification Standard (GICS) is used or refenced: the GICS was developed by MCSI Inc. (“MCSI”) and Standard & Poor’s Financial

Service LLC (“S&P”) and is licensed for use by iA Financial Group.

MSCI

The International Equity Index Fund, the Global Equity Index ACWI Fund, the Global Stock Account, the European Stock Account and the International Stock

account are investment products that attempt to replicate the performance of MCSI-owned indexes. iA Financial Group is authorized to use MSCI indexes

under licence. For more information about MSCI indexes go to https://www.msci.com/indexes.
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Thank you!




