
Equities (local currency, price only, % change)

5/19/2017 Week QTD YTD 1 Year

S&P/TSX Composite 15458.46 -0.51% -0.57% 1.12% 11.88%
S&P/TSX Small Cap 645.36 -0.30% -2.86% -2.02% 10.05%
S&P 500 2381.73 -0.38% 0.80% 6.38% 16.75%
NASDAQ 6083.70 -0.61% 2.91% 13.01% 29.10%
Russell 2000 1367.33 -1.12% -1.34% 0.75% 24.90%
Euro Stoxx 50 3587.01 -1.39% 2.46% 9.01% 22.88%
FTSE 100 7470.71 0.48% 2.02% 4.59% 23.41%
Nikkei 225 19590.76 -1.47% 3.60% 2.49% 17.69%
Shanghai Composite 3090.63 0.23% -4.09% -0.42% 10.11%
MSCI EM Index (USD) 995.67 -0.67% 3.89% 15.47% 27.35%

Fixed Income (total return, % change)

5/19/2017 Week QTD YTD 1 Year

FTSE TMX Canada 

Universe Bond Index 1044.19 0.80% 1.98% 3.24% 2.91% Currencies and Commodities (in USD, % change)
FTSE TMX Canada All 

Corporate Bond Index 1178.15 0.41% 1.72% 3.58% 4.72% 5/19/2017 Week QTD YTD 1 Year
CDN $ 0.74 1.47% -1.44% -0.54% -3.09%

Interest Rates - Canada (change in bps) US Dollar Index 97.14 -2.13% -3.20% -4.96% 1.95%
5/19/2017 Week QTD YTD 1 Year Oil (West Texas) 50.33 5.20% -0.53% -6.31% 4.51%

3-month Tbill 0.51 0 -1 5 -2 Natural Gas 3.26 -4.91% 0.06% -8.54% 17.08%
GOC bonds   2 yr 0.68 0 -7 -7 6 Gold 1255.93 2.24% 0.54% 9.45% 0.09%
GOC bonds 10 yr 1.47 -10 -15 -25 13 Copper 2.58 2.28% -3.24% 2.52% 23.64%
GOC bonds 30 yr 2.10 -13 -20 -21 12 CRB Index 185.08 1.86% -0.43% -3.86% 0.65%
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HIGHLIGHTS

Data vs. Drama

When the dust settled on a volatile week for just about all assets, the week-over-week results left most risk assets bruised but not battered. Only a few 

assets, notably, currencies, gold and oil prices, had outsized moves. Despite the largest daily drawdown for the S&P 500 since September 2016, the weekly 

result barely warrants a look. There have been three weeks this year alone with worse results, including the worst - a 1.44% decline in March. Despite rising 

gold and oil prices, negative sentiment toward the S&P/TSX Composite continues to weigh heavily, with the latest blow being the formal notification to 

Congress of the US’ intention to renegotiate NAFTA. The solid recovery from the mid-week global equity losses stands as testament to the fact that 

economic and market data remain very solid. Politics is largely noise. Ultimately, fundamentals drive stock prices. 

Exceptional readings on industrial production and solid earnings from a slate of US retailers buoyed the US equity markets. US industrial production results 

were more than double what had been expected, booking the largest monthly gain in three years at 1% m/m and lifting the y/y pace to 2.2%. Despite softer 

readings for US retail sales earlier in the quarter, traditional bricks and mortar retailers (e.g. TJX, Home Depot, Target, L Brands, Ross Stores, Ralph 

Lauren, Wal-Mart, and the Gap) all beat analyst estimates.    

None-the-less, politics did draw some focus away from market fundamentals. As the controversies surrounding President Trump mount, investors are pricing 

in a variety of possibilities. For example, equity prices and bond yields have been weak since March as investors move to price out the ability of the White 

House to deliver on some of its pro-growth agenda. What was left of any hope for near-term progress likely capitulated this week. Furthermore, the ability of 

Congress to initiate any progress on these same agenda items is also now in question as House and Senate politicians become distracted with 

investigations and hearings into alleged misconduct within the Trump administration. And last but not least, equity markets just plain don’t like uncertainty. 

The word “impeachment” was spoken aloud in Washington (though we note there are only a few questioning the survival of Trump’s presidency), and Robert 

Mueller has been appointed as special counsel to investigate the President and his advisors. As an indication of the level of pre-occupation with such 

events, ‘Trump’, ‘Trump impeachment’, ‘special prosecutor’ and ‘Robert Mueller’ all ranked in the top 10 Google searches this week, well above the 

worldwide cyber attack by the ransom ware ‘WannaCry’. 
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The political turmoil did not play out as a typical ‘risk off’ event. North American yields fell considerably, but German and Japanese yields (typical safe haven 

markets) were little changed. While the overall level of the US yield curve is still considerably higher than before the US election, the yield curve (10-yrs 

minus 2-yrs) has now flattened to levels that existed prior to the US election (see chart of the week). A steeper yield curve is a key element in boosting the 

outlook for earnings growth within the financial sector.  

The biggest fallout from the political drama was the US dollar. Strength for the euro (+2.35%), Japanese yen (+1.75%) and British pound (+1%) sent the US 

Dollar Index (DXY) down below pre-US election levels (see chart of the week). Even though the strengthening currencies weighed on foreign equities, 

overall overseas economic data was good. First quarter real GDP growth for both the eurozone and Japan rose 0.5%, in-line with expectations.

The US dollar weakness allowed gold and oil prices to rally. Oil prices broke back above the $US50 level for the first time in a month. The large move for 

WTI was due to a combination of both the US dollar weakness and signs of hope for curbing the global supply glut. Saudi Arabia and Russia agreed to 

extend production cuts for nine months, setting the stage for all of OPEC to agree to do the same at a meeting on May 25th. Canadian energy producers 

were not lifted by the surge for oil, likely a reaction to the movement on NAFTA renegotiation by the Trump administration.

While it is very early days, the tone surrounding NAFTA is not good. The list of irritants for the Americans continues to grow; from well known softwood 

lumber and agricultural supply management, to aerospace, alcohol and telecom, to name a few. Encouragingly, the letter from the more politically-nuanced 

US Trade Representative, Robert Lighthizer, was much different than the draft document leaked in March. The March document was more threatening and 

contained more of President Trump’s negative campaign rhetoric. The encouragement ends there, as overall the tone on both sides is fairly antagonistic. 

Canada slapped duties on drywall before the US enacted tariffs on lumber, and then BC threatened to retaliate by banning shipments of coal. Boeing is 

targeting Bombardier. So in turn, Canada threatens Boeing fighter jet contracts. Not the best foundation for friendly discussion. Let’s hope these are all just 

pre-negotiation tactics and posturing. However, investors had best brace themselves for a long and bumpy ride on this file.

The strength for the Canadian dollar was simply a function of US dollar weakness. Canadian CPI rose 0.4% m/m, 1.6% y/y, both below expectations, with 

the average of the three core measures falling 0.1% to 1.4% y/y. These softer-than-expected inflation results will likely push any Bank of Canada rate hike 

farther down the road. In contrast, Canadian retail sales were very solid at 0.7% m/m, beating the expectation of a 0.3% rise and bringing the y/y pace back 

to a solid 6.9%.  

The week ahead brings a Bank of Canada policy announcement and the beginning of Q1 earnings from Canada’s banks. We receive May’s preliminary 

readings of purchasing managers indices from the US, Japan and Europe. The White House is set to release a budget proposal, the latest Fed meeting 

minutes are released and we receive updates to US housing data, trade numbers, GDP, and consumer sentiment.
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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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