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WEEK ENDING AUGUST 16, 2019

• Global equity markets were broadly lower last week amid a flurry of trade headlines that undermined sentiment, while political upheaval in

Argentina/Hong Kong and a brief yield curve (10/2) inversion that stoked fears of recession also added to a volatile week. Early in the week,

traders welcomed news that Trump was set to defer some (~60%) of the September 1st tariffs to December. However, China called looming US

tariffs a violation of accords reached at the G20 back in June and said that they have “no choice but to take necessary measures to retaliate”

(without specific details) - while Trump then stated that any deal with Beijing must be “on our terms” and rattled the markets further. Later in the

week, investors got some reprieve after negotiators confirmed that another call will take place in the coming weeks and as the Chinese delegation

confirmed its plans to travel to the US in September for face-to-face trade discussions. Meanwhile, a key section of the US yield curve inverted for

the first time since the Global Financial Crisis in 2007 and triggered recession fears, which spooked investors seeking shelter from the fraught

geopolitical climate and an already-fragile growth backdrop – particularly after softer data in Europe and China indicated that the trade debacle is

weighing on the global growth outlook.

• Bond yields were pummelled across the globe last week with the biggest moves taking place in the long-end o the curve. As a result, yield curves

flattened (and in some cases inverted), which further fueled growth concerns and stoked recession fears. Of note, the spread between the US 10

and 2 year treasury yield briefly turned negative on Wednesday for the first time since 2007 (the spread between the 3-month t-bill and the 10-

year has been in negative terrain for the last three months), while the US 30 year treasury yield collapsed to a record low. Interestingly, US yields

have been dragged down NOT by domestic developments (as the economy remains in healthy shape), but instead by global (trade) developments.

This profound downward move in bond yields has become self-fulfilling in that nervous investors have moved even more aggressively into bonds

in response, which has further accentuated the downward move. In overseas markets, bond yields continued their plunge and highlighted market

expectations for a murky global growth backdrop. The 10-year German bund yield fell to a new record low of -0.69% and the entire German yield

curve is in negative territory, while the 10-year JGB yield closed at -0.23%, below the -0.20% lower limit of the Bank of Japan target.

• Gold posted a sixth weekly advance (the best winning streak in over three years) amid heightened trade uncertainty, geopolitical flare-ups in

Argentina and Hong Kong, and concerns about slowing global growth – all of which sent interest rates tumbling lower and increased the allure of

bullion. Meanwhile, a second weekly surprise increase in US stockpiles and weak economic data abroad stoked negative sentiment and weighed

on crude earlier in the week. Oil was whipsawed by trade headlines throughout the week but managed to eke out a modest gain on news that the

US and China are set to resume negotiations, with any potential deal (or ceasefire) likely to remove a key risk for oil markets.

• The US dollar gained last week, though performance was mixed versus its G10 peers. The Swiss franc and Japanese yen shifted lower as trade-

related angst receded somewhat late the week and reduced demand for safe haven currencies. In contrast, the pound led weekly gains as UK

opposition lawmakers sought a way to prevent a no-deal Brexit and bolstered the currency. The euro was on the defensive throughout the week

amid a string of weak economic data in the Eurozone, but pared some of those losses on Friday after news that Germany was ready to engage in

deficit spending in the event of recession – spurring hopes for fiscal support. Finally, the Canadian dollar slumped against the dollar for a fifth

straight week.
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Job Creation (in thousands)* Initial Jobless Claims (in thousands)*

U.S. Unemployment Rate (%) Housing Starts (in thousands)*

* U.S. Data

10-Year Government Bonds Commodities, Exchange Rates and Indicators

January 1, August 9, August 16, January 1, August 9, August 16, 

2019 2019 2019 2019 2019 2019

1.90% 1.20% 1.18% Oil $ 46.54 $ 54.93 $ 55.68

2.62% 1.65% 1.60% Gold $1,284.59 $1,511.16 $1,497.30

0.17% -0.59% -0.64% CAD $ 0.7362 $ 0.7553 $ 0.7531

0.00% -0.22% -0.22% EURO $ 1.1344 $ 1.1214 $ 1.1098

1.21% 0.49% 0.48% May  June 

0.65% -0.29% -0.36% Inflation* Canada 2.10% 2.00%

2.29% 0.96% 0.91% Inflation* USA 2.00% 2.10%

Italy 2.69% 1.70% 1.45% * CORE-CPI YOY

Indices as of July 31, 2019

Index (%) 1 Month 3 Months 6 Months YTD 1 Year 3 Years 5 Years 10 Years

S&P/TSX Composite 0.34 (0.28) 7.22 16.59 3.02 7.13 4.43 7.37

S&P/TSX Small Cap 3.13 3.13 5.77 13.87 (4.31) (0.67) (0.55) 5.78

FTSE Universe 0.17 2.79 5.29 6.70 8.34 2.43 3.78 4.48

S&P 500 (USD) 1.44 1.69 11.32 20.24 7.98 13.35 11.33 14.02

S&P 500 (CAD) 1.93 (0.74) 11.31 15.61 8.91 13.62 15.59 16.27

Stoxx Europe 600 (CAD) (1.44) (3.38) 6.60 9.40 (2.65) 7.15 5.77 8.08

MSCI EAFE (CAD) (0.79) (2.81) 5.62 8.24 (1.77) 7.12 6.30 7.91

MSCI Emerging Markets (CAD) (0.74) (4.99) 0.42 5.03 (1.34) 8.67 5.74 -

MSCI World (CAD) 0.99 (1.47) 9.06 13.03 4.51 10.67 11.14 12.03

Sources: Bloomberg, Fiera Capital Corporation
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Legal Notice: The information and opinions herein are provided for informational purposes only and are subject to change. The information provided herein does not constitute investment advice and it should not be relied on as such. It should

not be considered a solicitation to buy or an offer to sell a security. Views expressed regarding a particular company, security, industry or market sector should not be considered an indication of trading intent of any funds managed by Fiera

Capital Corporation. All performance data is time weighted and assumes reinvestment of all distributions or dividends and does not take into account other charges or income taxes payable that would have reduced returns. Valuations and returns

are computed and stated in Canadian dollars, unless otherwise noted. Unless otherwise noted, index returns are presented as total returns, which reflect both price performance and income from dividend payments, if any, but do not reflect fees,

brokerage commissions or other expenses of investing.


