
Aegon Capital Management’s Asset Mix Meeting

Aegon Capital Management is a team of ten investment professionals covering multiple asset classes and markets. The team meets every month 
to review economic, political, and market indicators and compare these with their fundamental security analysis. Post these discussions biases to 
portfolios’ asset mix may arise to reflect the prevailing market environment.

Economic indicators
Period 

reported current Previous
outlook 

Bullish / Bearish comments

GdP

Canada (Year over Year) November 0.2% -0.2% Neutral/Bearish November’s release showed an improvement over the prior two months, of 0.0% and -0.5% respectively. Even with this stronger number, Q4 growth is now expected to be close to 0.0% and Q1 growth is also forecasted 
to be weak. Positive contributors for November were Oil & Gas, Wholesale, Retail, Utilities, and Manufacturing. However 7 of the 20 industries posted declines with the greatest ones coming from Finance, Health Care and 
Public Administration.

U.S. actual (Year over Year) Q4 1.8% 2.1% Neutral
U.S. (QoQ) annualized Q4 0.7% 2.0% Neutral The first estimate of Q4 annualized growth showed economic activity rising, however at a slower pace than in prior quarters (the weakest reading since Q1). The pullback was due to pressure from weak exports and a 

prolonged inventory correction. Of course, this reading is preliminary and may be revised over the next two months. Growth was hampered by a 1.8% cutback in Business Investment (Structures and Equipment were 
negative, spending on Intellectual Property and Software was up) and a 2.5% drop in Exports (due to the high U.S. Dollar). Consumer spending growth, though lower than in prior quarters, was stronger than expected and 
Housing remains strong. The small increase in inventory took away 0.45% from the headline figure.

ISM Manufacturing January 48.2 48.0 Bearish January was the first month with an improving reading since May 2015. However it was a very slight improvement and the December number was revised downward. At these levels, the economy is not in significant 
decline, nor is it expanding healthily, due to the effects of a strong currency, low global demand, and low commodity prices. Positive contributors included New Orders, Production, and Supplier Delivery Delays (all at 50 or 
above), however Manufacturing Employment and Inventories continue to detract.

ISM Non- Manufacturing January 53.5 55.8 Bullish The print is comfortably above 50 and is in expanding territory, however the pace of increase is slowing as compared to prior months, and it missed expectations of 55.1. 

Unemployment

Canada January 7.2% 7.1% Bearish Weak job report pushed the unemployment rate up 0.1%.

U.S. January 4.9% 5.0% Bullish The unemployment rate decreased as the household survey reported 615K new positions. This element is volatile and could reverse next month.

Participation rate

Canada January 65.9% 65.9% Neutral
U.S. January 62.7% 62.6% Neutral

U.s. Wage inflation  
(Average hourly earnings Y/Y)

January 2.5% 2.7% Bullish Wage inflation broke higher in January and was above expectations of 2.2%, with the prior month revised upwards from 2.5% to 2.7%.  
Increases to the minimum wage in several states contributed.

non-Farm Payrolls

Canada January -5,700 24,100 Bearish This was a very soft print, which did not meet even the modest consensus expectations of 5.5K. However, there was some positive news as full-time employment increased during the month, albeit entirely in the public 
sector. The loss stems from a decrease in self-employment, an area which saw significant gains in December. On a sector basis, Manufacturing, Agriculture and Transportation declined, while Health Care, Culture and 
Recreation, and Retail and Wholesale trade increased. On a geographic basis, Alberta showed continued weakness, with a drop of 10K jobs and an increase to the unemployement rate which is now above the national 
average. Ontario and B.C. posted job gains. 

U.S. January 151,000 262,000 Bullish Job creation increased steadily and continued the trend which prevailed in 2015. However, the number was not as strong as expected and there were downward revisions to December’s print. Most industries demonstrated 
positive hiring, though there was a slowdown in Construction. Most of the big gains (Retail Trade and Leisure and Hospitality) generally gain from good weather.

Consumer Confidence January 98.1 96.3 Bullish The print was above expectation as the outlook for growth component improved while the current conditions index component remained unchanged. The current conditions index had been expected to decline, given the 
negative economic and market news in January. 

Existing Home Sales (U.S.) December 5.46 
million

4.76 
million

Bullish Existing home sales surged above expectations as the closings, which were delayed in November due to changes to industry rules and practices, flowed through in December. Average sales for the year were 5.32 million. 
Gains were recorded in all regions of the country and the increase was backed by more sales in single family homes and condos.

Case Schiller (20) YOY Price 
Increase (% age basis)

November 5.83% 5.50% Bullish The November report was once again strong, beating expectations. There is some concern that the increase in prices could at some point start putting downward pressure on sales.

core cPi

Canada (Year over Year) December 1.9% 2.0% Neutral The consumer price increase was mild in December, both on a headline and core basis. The core increase was slightly below expectations, with low clothing prices putting downward pressure on prices, due to discounting and 
the unseasonably warm weather. Despite concerns about the impact of the low Canadian dollar, upward pressure on prices has remained muted. Headline inflation rose slightly, mostly on the back of increases in food prices.

U.S. CPI ex Food and Energy 
(Year over Year)

December 2.1% 2.0% Neutral U.S. core inflation met expectations, however the December number was softer than in prior months due to the ongoing strength of the U.S. dollar (which has decreased the price of imported goods), apparel prices (which 
haved declined through the year) and airline fares (which dropped due to the decrease in fuel costs). However, the annual rate increased at the fastest pace since mid-2012, as last December’s weak number was dropped 
from the calculation.

U.S. PCE Core Deflator December 1.4% 1.3% Neutral The core deflator has been rising steadily over time. However it remains significantly below the FOMC’s target.

BOC Rate Decision January 0.50% 0.50% Bearish The BoC held rates steady, despite the market estimating a 50% probability of a cut. The market continues to consider that a cut prior to mid year is highly likely. In its statement, the BoC cut its outlook for the year to 1.4%, 
versus the prior estimate of 2.0%. They also indicated that risks to inflation are balanced,and that projections do not yet include the positive impact of fiscal measures expected to be announced in the next Federal budget.

FOMC Rate Decision January 0.25% 0.25% Neutral As expected, there was no change to the FOMC’s target rate.  The accompanying statement was dovish and market participants are now predicting fewer rate increases for 2016 than forecasted in December 2015.  The 
statement reiterated that future moves will be data dependent.

ECB Rate Decision January -0.30% -0.30% Bearish There was no change to the negative target rate for deposits, as the ECB released a dovish statement.  Market participants are now predicting a further cut in March based on Draghi’s comments that further easing may be 
in the pipeline, spured by inflation headwinds caused by the continuing fall in oil prices.  

Source: Bloomberg. Economic Indicators data as of February 10, 2016. Currency, Market & China Indicators data as of February 8, 2016.
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The information contained herein is intended for investment professionals for general information only and is compiled from sources believed to be reliable, but no representation or warranty, express or implied, is made 
as to its accuracy. All opinions contained in the document and/or commentaries and/ or expressed by portfolio managers are subject to change without notice and are provided in good faith without legal responsibility. 
This document and comments are (i) not intended to provide specific financial, tax, insurance, investment, legal or accounting advice and should not be relied upon in that regard, (ii) may be the opinion(s) of an individual 
only and are not necessarily those of Aegon Capital Management Inc. or their affiliates, and (iii) do not constitute a specific offer to buy and/or sell securities or insurance. Aegon Capital Management Inc. and their 
affiliates cannot guarantee the accuracy or completeness of information presented and accept no responsibility for any loss arising from any use of or reliance on such information.
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cUrrEncY/ratE indicators
level 

(yields)
change 

Ytd
change 
1 Year cUrrEncY/ratE indicators

level 
(yields)

change 
Ytd

change 
1 Year

Usd/cad 1.39278 -0.63% -10.48% Usd/Yuan 6.57 1.24% 5.23%

Gov’t of canada Yield rates U.s. treasury Yield rates

90 day 0.44% -5.60% -0.09% 90 day 0.27% 0.10% 0.26%

2 year 0.34% -0.14% -0.14% 2 year 0.67% -0.38% 0.02%

5 year 0.51% -0.22% -0.26% 5 year 1.16% -0.61% -0.35%

10 year 1.05% -0.34% -0.39% 10 year 1.76% -0.53% -0.23%

30 year 1.88% -0.27% -0.16% 30 year 2.59% -0.45% 0.02%

Bond markEt indicators Yield return Ytd return 1 Year comments

FTSE TMX Canada Universe Bond Index 1.87% 1.40% 1.35%
10 Year Canada’s are at an all-time low, which would indiciate that they are pricing in an extreme event, like a global recession. 

FTSE TMX Canada All Corporate Bond Index 2.64% 0.88% 0.88%

FTSE TMX Canada ST Overall Bond Index 1.08% 0.52% 1.44%

Barclays U.S. Aggregate Investment Grade (USD) 2.25% 2.05% 1.52%

Barclays U.S. Corporate HY Bond Index (USD) 9.79% -3.91% -9.69%

stock markEt indicators level return Ytd return 1 Year comments

S&P/TSX Composite Index (CAD) 39,501.48 -3.38% -14.30%

The stocks being redeemed YTD were the market leaders in 2015. Possibly seeing a reset in global growth expectations, with investors now expecting 2% instead of 3% GDP 
growth in the U.S. and 5% instead of 7% in China. In addition, the equity markets appear to be looking for a bottom with some oil stocks holding in or slightly up. 

S&P500 Index (USD) 3,472.08 -9.15% -7.91%

S&P500 Index (CAD) 4,828.62 -8.63% 2.33%

Eurostoxx Index (EURO) 2,785.17 -7.09% -11.64%

Nikkei Index (YEN) 17,004.30 -1.98% -10.66%

CSI 300 Index (USD) 2,963.79 -20.56% -11.42% Valuation date is Feb 5th.  Market was closed for Lunar New Year festival.

commoditiEs level
return 

Ytd
return 
1 Year comments

CBOE SPX Volatility Index (USD) 26.00 42.78% 50.38%

Gold (USD) 1,189.23 12.08% -4.02%

CRB (USD) 160.58 -8.84% -29.54%

Copper (USD) 209.05 -2.08% -19.24%

Oil - WTI NYMEX (USD) 29.69 -19.84% -43.83%

Source: Bloomberg. Economic Indicators data as of February 10, 2016. Currency, Market & China Indicators data as of February 8, 2016.
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