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While the Canadian economy indeed hit a soft patch in the fourth quarter, the future looks 
reasonably bright.  Fiscal stimulus should lend some notable support, while clarity on the 
trade-front could prove successful in sparking a recovery in exports and business investment.  
Meanwhile, the average of the Bank of Canada’s “core” measures of inflation accelerated to a 
decade-high - allowing the central bank to remain comfortably on the sidelines at this time.
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CANADA

The final quarter of 2019 got off to a soft start in Canada. The 
Canadian economy contracted for the first time in eight months 
in October, owing mainly to the United Auto Workers strike in 
the US that dampened auto production at Canadian plants. The 
good news is that the services-side of the economy remained 
fairly resilient and has helped to counter external and trade-
related woes, with healthy job creation and impressive wage gains 
supporting the domestic economy over the last year. Looking 
ahead, the fiscal boost in 2020 and ratification of the USMCA 
that reinvigorates exports and business investment should help 
to embolden the economy. Meanwhile, the Bank of Canada’s 
preferred inflation gauge has hovered around the 2% target since 
the beginning of 2018 - endorsing the bank’s decision to remain on 
the sidelines at this time. 
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While the US factory sector has been plagued by subdued business investment at home 
and softer global growth stemming from an escalating trade war through 2019, damage 
has been contained to the manufacturing space thus far - while the resilience in the 
domestic, services-oriented side of the economy (making up 2/3 of the US economy) has 
provided enough support to extend the record-long expansion in the US.
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The US economy is entering its eleventh year of expansion, 
the longest on record. While trade uncertainties have curtailed 
exports and investment, the consumer remains a pivotal source 
of strength, thanks to robust job gains, rising incomes, and 
low interest rates that have bolstered spending. Notably, the 
consumer continued to impress, with both spending and incomes 
accelerating and topping projections in November. This has fueled 
speculation for a solid holiday shopping season and suggests 
that household spending will continue to drive the record-long 
expansion in the US, even despite malaise in the factory sector. 
Encouragingly, the ceasefire in the trade war should help to reignite 
trade and corporate spending - though the lack of a sustainable 
long-term agreement suggests the improvement will be mild, 
leaving the consumer as the dominant force for the world’s largest 
economy. 
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 The Chinese factory sector remained broadly stable in expansion-territory in December, 
reflecting simmering trade tensions between the US and China ahead of the expected 
“phase one” deal to be signed in early 2020. Importantly, the outlook for export-oriented 
firms improved convincingly, with the sub-index of new orders for exports rising above the 
50-mark for the first time since May 2018. 

China New Export Orders PMIChina Manufacturing PMI
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EMERGING

The Chinese economy ended 2019 on a brighter note amid an 
improved tone to US-China trade deliberations and as the plethora of 
monetary and fiscal support finally bears fruit. The latest activity data 
has helped to dispel concerns for a pronounced slowdown, with both 
industrial production and retail sales staging a recovery at year-end, 
while the official factory gauge remained broadly stable in expansion 
terrain in December. Furthermore, the People’s Bank of China injected 
some additional liquidity into the banking system in early-January 
that should help to alleviate growth pressures. Taken together, the 
economy may be past the worst of its cyclical slump thanks to the 
prospect for an accord that will prevent further tariff increases and de-
escalate the trade war, while proactive stimulus measures should also 
help to prop-up the world’s second largest economy. 
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Investors headed towards the end of 2019 in an optimistic mood as two policy risks that were plaguing sentiment 
throughout the year receded in December, while some nascent signs of a stabilizing global economy also buoyed risk 
appetite. Of note, the US and China managed to agree on the details of a “phase one” trade accord that averted a fresh 
onslaught of tariffs and modestly rolled back some existing duties. And across the Atlantic, the likelihood of a disorderly 
Brexit scenario declined after PM Boris Johnson secured a solid Conservative majority in the general elections, which 
has paved the way for a smooth exit in 2020. 

Global equity markets had a blockbuster finish to 2019, with the MSCI 
All Country World breaching all-time highs. The S&P 500 broke through 
the 3200-mark and capped its best annual gain since 2013, while the 
TSX closed out the decade with its best annual performance since 2009. 
Looking abroad, international stocks also posted some impressive gains, 
while MSCI’s gauge of emerging market equities led the global charge 
and all but erased losses from 2018 as appetite for the riskiest assets 
prevailed alongside the improved tone to US-China trade deliberations 
and a supportive message from the Federal Reserve.

The US treasury yield curve bear-steepened in December, with the spread 
between the 10- and 2-year treasury yield reaching its highest level in 
over a year. The biggest upward move took place in the long-end of the 
curve, thanks to the improved growth outlook that has sparked a revival 
in inflation expectations. Specifically, the 10 year treasury yield rose by 
14 basis points to 1.92%, while the short-end was virtually unchanged 
reflecting expectations for steady Federal Reserve policy next year. 
Meanwhile, market-based measures of US inflation expectations rose 
to their highest level since July, with the 10 year breakeven inflation 
expectations rate rising to a new five-month high of 1.79%.

After spending most of 2019 trending higher, the US dollar lost some notable 
momentum in December as fading trade and political anxieties reduced 
appetite for the greenback. The pound was among the top-performing 
currencies amid optimism for an amicable outcome to Brexit negotiations, 
while the euro also gained alongside the latest backup in German bund yields. 
The Canadian dollar thrived following the approval of the revised USMCA, 
newly announced fiscal measures, and soaring crude prices - which when taken 
together sent the loonie to its strongest level since October 2018.

Finally, renewed optimism on the state of US-Sino trade relations and the 
diminished risk of a “hard” Brexit scenario have helped to dispel global 
economic growth fears and eased two of the biggest risks overhanging 
commodity prices. Gold climbed to a three-month high on the heels 
of the weaker US dollar. Crude prices thrived and jumped above $60/
barrel, owing to the increased likelihood of a US-China trade truce and an 
agreement between OPEC and its allies to deepen supply cuts in 2020. 
Finally, copper trended higher as the improved US-China trade dynamic 
bolstered global growth prospects and the demand outlook for the red 
metal, while newly announced stimulus measures from the Chinese 
central bank also added to the positive trajectory in early 2020.

FINANCIAL MARKET DASHBOARD

DEC. 31, 
2019 DEC. YTD 1 YEAR

EQUITY MARKETS % PRICE CHANGE (LC)

S&P 500 3231 2.86% 28.88% 28.88%

S&P/TSX 17063 0.14% 19.13% 19.13%

MSCI EAFE 2037 3.16% 18.44% 18.44%

MSCI EM 1115 7.17% 15.42% 15.42%

FIXED INCOME (%) BASIS POINT CHANGE

US 10 Year Bond Yield 1.92 14.2 -76.7 -76.7

US 2 Year Bond Yield 1.57 -4.3 -91.9 -91.9

US Corp BBB Spread 1.25 -13.0 -61.0 -61.0

US Corp High Yield Spread 3.27 -54.0 -200.0 -200.0

CURRENCIES % PRICE CHANGE

CAD/USD 0.77 2.23% 4.99% 4.99%

EUR/USD 1.12 1.77% -2.22% -2.22%

USD/JPY 108.61 -0.80% -0.98% -0.98%

COMMODITIES % PRICE CHANGE

WTI Oil (USD/bbl) 61.06 10.68% 34.46% 34.46%

Copper (USD/pound) 2.80 5.87% 6.31% 6.31%

Gold (USD/oz) 1523.10 3.92% 18.87% 18.87%
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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. Performance figures pertaining to composites are aggregations of the 
performance of one or more client portfolios or pooled funds that represent similar investment strategies. Further information on the investment strategy of composites and pooled 
funds managed by Fiera Capital Corporation or its affiliates can be found at www.fieracapital.com. 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. Past performance is no guarantee of future results and other calculation methods may produce different results. Individual account or fund performance will 
vary. Information pertaining to Fiera pooled funds is not to be construed as a public offering of securities in any jurisdictions of Canada. The offering of units of Fiera pooled funds is made 
pursuant to the funds’ respective trust agreements and only to those investors in jurisdictions of Canada who meet certain eligibility or minimum purchase requirements. Important 
information about Fiera pooled funds, including a statement of the fund’s investment objective, is contained in their trust agreements, a copy of which may be obtained from Fiera 
Capital Corporation. Unit values and investment returns will fluctuate. Please read the trust agreement of the pooled funds before investing. Pooled funds are not guaranteed, their values 
change frequently and past performance may not be repeated. 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. The index comparisons in this presentation are provided for informational 
purposes only and should not be used as the basis for making an investment decision. Furthermore, the performance of the composite and the index may not be comparable. There may 
be significant differences between a composite and the indices referenced, including, but not limited to, risk profile, liquidity, volatility and asset composition.

Legal Notice to U.S. Persons: Fiera Capital Corporation (“Fiera Capital”) does not provide investment advisory services, or offer investment funds, in the United States or to U.S. persons. 
Investment advisory services for U.S. persons are provided by Fiera Capital’s U.S. affiliates (the “U.S. Advisers”). Any investment advisory services of Fiera Capital provided to U.S. persons 
are (or were) provided by the U.S. Advisers, in each case pursuant to a “participating affiliate” arrangement with Fiera Capital in accordance with applicable guidance of the staff of the U.S. 
Securities and Exchange Commission (the “SEC”). The U.S. Advisers are SEC-registered investment advisers. 

Fiera Capital is not authorized to conduct regulated activities in the United Kingdom and any such activities are only conducted by Charlemagne Capital (UK) Limited (“CCUK”), an indirect 
wholly owned subsidiary of Fiera Capital. Fiera Capital is not authorized to conduct regulated activities in the Isle of Man and any such activities are only conducted by Charlemagne 
Capital (IOM) Limited, an indirect wholly owned subsidiary of Fiera Capital. Fiera Capital is not authorized to conduct regulated activities in Germany. CCUK maintains a branch office 
which is registered with the regulator in Germany. Unless otherwise indicated, all dollar figures are expressed in Canadian dollars.


