
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) October -0.2% 0.1% Bearish October’s release was disappointing, with 0.0% month over month growth. Modest gains were recorded in mining and oil and gas, but lower than expected, given the Syncrude oil sands fires 
in September. These gains were offset by weakness in manufactoring and trade. The results underline the downside risk to prior Q4 forecasts, as growth is tracking well short of the BoC’s 
predicted 1.5%.

U.S. actual (Year over Year) Q3 2.1% 2.2% Bullish
U.S. (QoQ) annualized Q3 2.0% 2.1% Bullish This is the final GDP number for Q3. It was revised slightly lower than the second revision, however, it presents the picture of strong growth overall. Consensus for Q4 growth is still expected to 

be 2% annualized, which would result in 2.25% year over year growth, slightly above the Federal Reserve’s estimate.
ISM Manufacturing December 48.2 48.6 Bearish The survey declined to a 6.5 year low, and underperformed consensus, which had expected a reading of 49. At these levels, the manufacturing sector is tracking below Europe’s numbers. Export 

orders rose, however new orders contracted for a second straight month. Employment and production also contracted. The report included both weak results and forward looking indicators. The 
decline appears to be due to low commodity prices, weak global demand and the continued strength of the U.S. dollar.

ISM Non- Manufacturing December 55.3 55.9 Bullish This is the second month of declines, however the decrease was due to a a large drop in supplier delivery delays. Employment, new orders and business activity were all up.

Unemployment

Canada December 7.1% 7.1% Bearish No change to the unemployment rate, as payrolls disappoint.
U.S. December 5.0% 5.0% Bullish The rate has remained stable for three consecutive months as the participation rate has increased along with job creation.

Participation rate

Canada December 65.9% 65.8% Neutral Slight increase over November’s result and slightly above market expectations. Labour force expansion for 2015 was 268,300.
U.S. December 62.6% 62.5% Neutral Marginal increase in participation in December. Result was slightly ahead of market expectations.

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

December 2.5% 2.3% Neutral Wage pressure is increasing gradually. This month’s result was slightly below expectations.

non-Farm Payrolls

Canada December 22,800 -35,700 Neutral December was a weak monthly print. Though the headline number is positive, the gain was entirely due to part-time job growth (+29.2K), while full time jobs fell 6.4K. There were also declines in 
both the private and public sectors, and only self-employment increased.

U.S. December 292,000 211,000 Bullish Very strong result with a better than expected December print, along with upward revisions to both October and November. Almost every industry created jobs during the month, apart from 
mining/energy, demonstrating strength across the economic landscape. In total, 2.65 million jobs created in 2015.

Consumer Confidence December 96.5 92.6 Bullish The results were above expectations of 93.5 and November's result was also revised upward.
Existing Home Sales (U.S.) November 4.76 

million
5.32 

million
Neutral Results were below expectations, at 5.35m, and there was a slight revision downwards to the October number. This is the weakest print since April 2014, however the National Association of 

Realtors announced that changes in industry rules & practices caused a delay in closings for the month. They expect to see a rebound in December.
Case Schiller (20) YOY Price 
Increase (% age basis)

October 5.54% 5.36% Bullish Strong results, close to expectations. This marks the first time since February where every metropolitan area saw a price increase.

core cPi

Canada (Year over Year) November 2.0% 2.1% Neutral Both headline and core inflation were expected to increase in November, due to the removal of large declines in November 2014. However, the price pressure from the lower Canadian dollar is 
being mitigated by sluggishness in the Candian economy. The decline was largely concentrated in telephone/cell charges and hotel rates. Grocery prices rose, but far less than a year ago, which 
brought down the annual increase for food outside of restaurants.

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

November 2.0% 1.9% Neutral A very modest increase in CPI was recorded in October, the first increase in three months. Gains were recorded in airline fares and medical care, with most other areas recording very modest 
increases. Clothing decreased, possibly due to the high U.S.Dollar. Shelter also decreased as rents declined.

U.S. PCE Core Deflator November 1.3% 1.3% Neutral No change to the deflator value since February 2015.
BOC Rate Decision December 0.50% 0.50% Bearish The BoC maintained the interest rate at 0.50% in December, despite a large contraction to September GDP. In speeches since the rate decision, the BOC governor, Poloz, has discussed other 

tools available to the BoC, should further stimulus be required. These include negative rates and quantitative easing. However, the BOC governor has reiterated that they are not yet necessary 
and would only be used in time of crisis or shock. Policy divergence is expected to remain a prominent theme. Poloz has made it clear that even as Fed hikes, Canadian rates will stay steady.

FOMC Rate Decision December 0.25% 0.00% Bullish As expected, the FOMC voted unanimously to increase the target interest rate from 0.0-0.25% to 0.25-05% as a result of an improving labour market and and the belief that inflation will rise 
to 2.0% in the medium term. Market participants had been widely anticipating the move. The statement continued to emphasize that the pace and magnitude of future increases will be data 
dependant. The “dot plot” released showed median year-end levels for the Fed Funds rate of 0.385% in 2015, 1.38% in 2016, 2.38% in 2017 and 3.5% in the longer run, implying median net 
tightening of 100 bps in 2016.

ECB Rate Decision December -0.30% -0.20% N/A No release since the prior meeting. Next rate annoucement will occur on Jan 21st.

Source: Bloomberg. Economic Indicators data as of January 12, 2016. Currency, Market & China Indicators data as of January 11, 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 1.42 -2.65% -15.77%

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

90 day 0.42% -0.08% -0.49% 90 day 0.02% 0.03% 0.17%

2 year 0.39% -0.09% -0.54% 2 year 0.94% -0.12% 0.39%

5 year 0.64% -0.09% -0.53% 5 year 1.60% -0.17% 0.22%

10 year 1.33% -0.07% -0.29% 10 year 2.19% -0.10% 0.27%

30 year 2.10% -0.06% -0.08% 30 year 2.99% -0.05% 0.48%

Bond markEt indicators yield return ytd return 1 year comments

FTSE TMX Canada Universe Bond Index 1.96% 0.22% 2.92%
Continue to favour credit over government debt. Expections for corporate bond returns of ~3.5% in 2016. Spreads expected to remain range-bound, with “carry” outweighing spread 
weakness through the year. 

FTSE TMX Canada All Corporate Bond Index 2.64% 0.37% 2.43%

FTSE TMX Canada ST Overall Bond Index 1.13% 0.21% 2.55%

Barclays U.S. Aggregate Investment Grade (USD) 2.49% 0.55% 0.23%

Barclays U.S. Corporate HY Bond Index (USD) 8.97% -0.57% -5.23% Expect HY to remain under pressure in the first half of 2016. Market is expecting wider spreads, given the energy weighting in this asset class and further widening could impact  
BBB investment grade bonds. 

stock markEt indicators level return ytd return 1 year comments

S&P/TSX Composite Index (CAD) 12,319.25 -5.31% -14.36%

Stock markets have been beaten down since the beginning of 2016. Some support levels have been broken so could decline further in the short term. Market returns ex-energy  
are much better. P/E’s are currently 18x trailing and 12x forward looking in Canada. U.S. P/E’s are currently 16X. Profits are currently flat to slightly negative, however they are  
up 5%, ex-energy. 

S&P500 Index (USD) 1,923.67 -5.83% -3.93%

S&P500 Index (CAD) 2,738.34 -3.05% 15.32%

Eurostoxx Index (EURO) 3,027.49 -7.35% 2.85%

Nikkei Index (YEN) 17,697.96 -7.02% 4.69%

commoditiEs level
return 

ytd
return 
1 year comments

CBOE SPX Volatility Index (USD) 23.29 33.44% 38.46%

There is an oversupply and weak demand globally - China’s GDP numbers are falling. There are no immediate signs for an end to the drop of oil prices and we could conceivably see 
prices fall to $20-25. Mergers/acquisitions, business failures, fall in investments and the price of oil falling below the marginal cost of extraction could indicate the lows in the 
commodity cycle.

Gold (USD) 1,094.20 3.12% -10.55%

CRB (USD) 164.24 -6.76% -27.19%

Copper (USD) 195.70 -9.16% -28.65%

Oil - WTI NYMEX (USD) 31.41 -18.22% -37.37%

china level change ytd change 1 year comments

CSI 300 Index (USD) 485.61 -14.87% -14.30% More volatile than many other markets, due to the volume of unsophisticated investors. China has substantial resources and lots of room for fiscal policy easing and 
accommodative monetary policy, given the high interest rates. The Chinese model is moving from manufacturing to a service based economy — manufacturing numbers are down 
but air passenger numbers, movie, postal services, nuclear power and other releases from the service sector are showing positive signs. USD/Yuan 117.62 2.09% 0.63%

Source: Bloomberg. Economic Indicators data as of January 12, 2016. Currency, Market & China Indicators data as of January 11, 2016
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