
Equities (local currency, price only, % change)

4/28/2017   Week QTD YTD 1 Year

S&P/TSX Composite 15586.13 -0.18% 0.25% 1.95% 12.24%
S&P/TSX Small Cap 649.94 -1.20% -2.17% -1.32% 11.98%
S&P 500 2384.20 1.51% 0.91% 6.49% 14.86%
NASDAQ 6047.61 2.32% 2.30% 12.34% 25.85%
Russell 2000 1400.43 1.49% 1.05% 3.19% 22.80%
Euro Stoxx 50 3559.59 3.47% 1.68% 8.18% 13.89%
FTSE 100 7203.94 1.26% -1.62% 0.86% 13.94%
Nikkei 225 19196.74 3.09% 1.52% 0.43% 15.18%
Shanghai Composite 3154.66 -0.58% -2.11% 1.64% 7.10%
MSCI EM Index (USD) 977.96 1.68% 2.04% 13.42% 15.86%

Fixed Income (total return, % change)

4/28/2017   Week QTD YTD 1 Year

FTSE TMX Canada 

Universe Bond Index 1038.64 0.09% 1.43% 2.69% 2.94% Currencies and Commodities (in USD, % change)
FTSE TMX Canada All 

Corporate Bond Index 1175.88 0.17% 1.53% 3.38% 5.11% 4/28/2017   Week QTD YTD 1 Year
CDN $ 0.73 -1.13% -2.46% -1.57% -8.05%

Interest Rates - Canada (change in bps) US Dollar Index 99.05 -0.93% -1.30% -3.09% 5.64%
4/28/2017   Week QTD YTD 1 Year Oil (West Texas) 49.33 0.12% -2.51% -8.17% 7.17%

3-month Tbill 0.52 -1 0 6 -4 Natural Gas 3.28 2.63% 0.68% -7.98% 13.00%
GOC bonds   2 yr 0.72 0 -3 -3 5 Gold 1268.28 -1.26% 1.53% 10.53% 0.16%
GOC bonds 10 yr 1.55 8 -8 -17 7 Copper 2.61 2.21% -2.27% 3.55% 15.63%
GOC bonds 30 yr 2.16 2 -14 -15 11 CRB Index 181.73 -0.08% -2.24% -5.60% -0.78%
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 HIGHLIGHTS

The ‘risk-on’ rally ignited by the first round French presidential election result had staying power. European stocks fared the best on the week and, when 

joined by gains for Japanese and US equities, the MSCI World Index rose to a new-all time high. Safe haven assets (e.g. bond yields, Japanese yen, gold) 

gave back some of their recent gains. The jump for equities was bolstered by strong earnings results from a broad swath of sectors in both the US and 

Europe. Meanwhile a storm of negativity befell Canadian equities and the Canadian dollar. Tariffs, trade rhetoric, economic data and a deepening scandal at 

Home Capital Group all weighed on the sentiment for Canadian assets.

The Canadian dollar fell to its lowest level in 14-months (see Chart of the Week) as the US slapped a ~20% tariff on Canadian lumber exports and President 
Trump threatened, then retreated from, action to pull out of NAFTA. The tariff was expected and not as high as markets anticipated, resulting in shares of 
Canadian forestry companies jumping 4.3%. Despite the overhang of this trade dispute, the strong US housing market needs Canadian softwood. US new 
home sales rose at a near 6% annualized pace in March to 621,000 units, the second highest reading in a decade.

President Trump’s threat to pull out of NAFTA was a surprise and has potentially more to do with domestic than international politics. According to White 
House aides, the threat was really aimed at Congress. Mexico and Canada are both ready to start negotiations, but Congress is delaying the US’s ability to 
begin. Under US law (i.e. the fast-track trade rules), negotiations cannot begin until after the President provides Congress with a 90-day notice period. That 
period cannot begin until Trump’s nominee for US trade representative, Robert Lighthizer, is confirmed - a confirmation that is being stalled by Congress. 
This kind of political infighting is becoming the norm and is taking a toll on investor patience. A divided and erratic White House, coupled with a divided but 
supposedly one-party Congress, are increasing the  risk that we will not only fail to see any pro-growth policies, but we might do well to simply avoid a policy 
accident.  

Thankfully, investors can turn their attention away from politics and focus on very strong Q1 earnings results. With 287 S&P 500 companies reported, 

earnings are posting 15.5% y/y growth. The strength is broad based, as all sectors but telecom are reporting growth and earnings surprises. The average 

earnings beat is a handsome 6%. The earnings beat is even better when considering the quarter sported the smallest negative earnings revisions in five 

years, and 6% is well above the 2.9% average beat of the past five years. European earnings are delivering even better results. With 26 EuroStoxx 50 Index 

constituents reported, earnings are growing at 28.5% y/y, beating estimates by an average of 11%. 
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The debate over hard vs. soft data will no doubt continue, but the first round goes to the weaker Q1 hard data, as a poor US Q1 GDP estimate poured a little cold water 

on US equities (US Q1 GDP rose 0.7%, below the 1.0% estimate). The soft data miners were out immediately, highlighting that the most upbeat components of the report 

were the more forward looking readings that point to an acceleration ahead. Investment for the future jumped with non-residential fixed investment rising 9.4% and 

residential construction nearly 13.7%. 

Adding to the trade woes for Canada were poor readings on retail sales and GDP. Canadian retail sales for February dropped 0.6% m/m against expectations for a flat 

reading. We see no cause for alarm yet, as the pace of consumption in Canada has room to cool, and the y/y number remains healthy at 4.7%. After averaging 0.5% m/m 

in the three months to January, Canadian GDP took a breather in February. Here again there is no cause for alarm, this is simply some payback from the above-average 

pace. The 0% m/m figure only missed a 0.1% expectation and GDP is up 2.5% y/y, the best result in two years. 

Rounding out the weakness for Canada and weighing down equities in particular are company specific developments at Home Capital Group. The alternative mortgage 

lender is facing a run on its deposits and requires rescue due to a rattling of investor confidence over an OSC investigation into the cover-up of improprieties amongst 

some of the mortgage brokers they deal with. The news comes at a time of heightened scrutiny for the Canadian housing and mortgage market, and some felt it has the 

whiff of the kind of behavior witnessed prior to the US housing crisis. We see it as a company specific event, one where the cover-up is worse than the crime, and not an 

indictment of the broader Canadian mortgage market. Home Capital shares were punished severely (-58% on the week), with others in the sector taking collateral 

damage, including Canada’s mainstream lenders. The big six banks are a favourite target for US short-sellers and would’ve likely been used as shorts based on the other 

negative Canadian news alone, but the Home Capital issue exacerbated the trade. The Canadian bank sub-index that had rallied in sympathy with strong US bank 

earnings fell 1.79% on the week, but was off more than 4% from its intra-week high.

The week ahead brings a Federal Reserve policy announcement and the release of US personal spending, income and inflation data. Globally most Purchasing 

Managers Indices are released and the eurozone prints Q1 GDP. StatsCan releases data on the merchandise trade balance and we receive updates to US and Canadian 

employment. Eighty-six S&P/TSX and 124 S&P 500 companies report Q1 earnings.
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Disclaimer

Copyright GLC, You may not reproduce, distribute, or otherwise use any of this article without the prior written consent of GLC 
Asset Management Group.

The views expressed in this commentary are those of GLC Asset Management Group Ltd. (GLC) as at the date of publication 
and are subject to change without notice. This commentary is presented only as a general source of information and is not 
intended as a solicitation to buy or sell specific investments, nor is it intended to provide tax or legal advice. Prospective 
investors should review the offering documents relating to any investment carefully before making an investment decision and 
should ask their advisor for advice based on their specific circumstances. 
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