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In June, financial markets thrived on the string of dovish rhetoric from central banks including the likes of the Federal Reserve, 
the European Central Bank, and the Bank of Japan – while thawing US-China trade tensions also lent support ahead of the 
highly-anticipated meeting between President’s Trump and Xi. In the end, the gathering between the two superpowers 
proved successful in producing a framework for the resumption of trade talks, but fell short of reaching an all-encompassing 
deal. The details were fairly scarce, though Trump agreed to defer any new tariffs “for the time being” and lifted some 
restrictions on Huawei Technologies, while Chinese officials agreed to the purchase more US agricultural products.

Global equity markets welcomed the supportive undertones from central 
banks and receding trade tensions that buoyed risky assets in June.  
The S&P 500 breached record highs as expectations for multiple fed fund 
rate cuts ignited US stocks. The S&P/TSX followed suit – though by a lesser 
extent as robust performance in gold stocks was countered by weakness 
in the energy space. Positive results also extended to overseas markets, 
with European and Japanese bourses cheering pledges for support from the 
ECB and the BOJ, while emerging market shares prospered alongside the 
Federal Reserve’s dovish-pivot and hopes for a breakthrough at the US-Sino 
trade talks late in the month.

Bond yields declined decisively and yield curves bull-steepened as 
monetary policymakers in the US, Europe, and Japan signaled a willingness 
and readiness to act should economic or financial market conditions 
deteriorate. The US 10 year treasury yield broke below 2% for the first time 
since 2016, while investors were paying German and Japanese governments 
to hold their money for a decade. Meanwhile, markets got even further 
out in front of the Fed and are now fully-discounting a rate cut at the 
July gathering, while pricing-in a total of 2.5 rate cuts in 2019. Finally, the 
revival in risk appetite saw credit spreads narrow, with investment grade 
bonds outperforming their government peers during the month.

Dollar momentum dwindled in June as investors ramped-up their wagers 
for aggressive easing from the Federal Reserve. In contrast, the loonie 
took flight alongside rebounding crude prices, while rate differentials 
between the US and Canada narrowed after the Fed opened the door to the 
possibility of rate cuts at the same time that strong growth and inflation 
results in Canada endorsed a sidelined approach from the Bank of Canada. 

Oil prices bounced profoundly higher as tensions between the US and Iran 
fanned fears of a conflict that threatened to disrupt supplies in the Middle 
East, while OPEC reiterated their commitment to maintaining a balanced 
market - all of which propelled oil to its biggest monthly increase since 
January. Gold also extended its impressive rally and broke through $1400/
oz thanks to the dovish bias from central banks, while rising geopolitical 
tensions also boosted the allure of bullion as a haven. Finally, copper 
posted its first monthly gain since February on renewed hopes for a trade 
détente that would help to alleviate tensions between the world’s two 
largest consumers of the red metal. 

FINANCIAL MARKET DASHBOARD

JUNE 28 
2019 JUNE YTD 1 YEAR

EQUITY MARKETS % PRICE CHANGE (LC)

S&P 500 2942 6.89% 17.35% 8.22%

S&P/TSX 16382 2.15% 14.38% 0.64%

MSCI EAFE 1922 5.77% 11.77% -1.86%

MSCI EM 1055 5.70% 9.22% -1.37%

FIXED INCOME (%) BASIS POINT CHANGE

US 10 Year Bond Yield 2.01 -12.0 -67.9 -85.5

US 2 Year Bond Yield 1.75 -16.7 -73.3 -77.3

US Corp BBB Spread 1.47 -15.0 -39.0 -17.0

US Corp High Yield Spread 3.86 -59.0 -141.0 23.0

CURRENCIES % PRICE CHANGE

CAD/USD 0.76 3.23% 4.16% 0.30%

EUR/USD 1.14 1.83% -0.82% -2.66%

USD/JPY 107.85 -0.41% -1.68% -2.63%

COMMODITIES % PRICE CHANGE

WTI Oil (USD/bbl) 58.47 9.29% 28.76% -21.15%

Copper (USD/pound) 2.70 2.48% 2.83% -8.32%

Gold (USD/oz) 1413.70 8.26% 10.33% 12.69%
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The Canadian economy has rebounded convincingly in the second quarter after stalling out 
late last year.  According to the Bank of Canada’s Business Outlook Survey, corporate 
sentiment has improved, with the balance of opinion on future sales growth surging higher 
in June.  Meanwhile, the Bank of Canada’s three key gauges of underlying price pressures 
breached the 2% threshold and accelerated 2.1% y/y in May.

 Business Outlook Survey 
– Future Sales Growth

Bank of Canada Core 
Inflation – Median (YoY)
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After a difficult start to the year, the Canadian economy recalibrated 
and got off to an impressive start in the second quarter, as temporary 
weakness in the energy sector reversed course after the Alberta 
government eased curtailments on production. Gross domestic 
product rose 0.3% in April after a 0.5% gain in March, marking the 
strongest two-month gain since the end of 2017. Similarly, the latest 
Business Outlook Survey indicated that corporations were decisively 
upbeat through May and June even amidst a cloudy global backdrop 
at hand. Meanwhile, underlying pricing pressures have reaccelerated, 
which gives the Bank of Canada plenty of scope to remain sidelined 
even as other central banks adopt and increasing dovish stance.

 

2016 2017 2018 2019

 In the US, both personal incomes and spending rose at a faster-than-expected pace in May.  
Incomes have been supported by solid trends in the labour market and have driven personal 
spending to the fastest pace in a year, underscoring the resilience of the mighty US 
consumer.  Meanwhile, core (ex-aircraft) goods orders (a proxy for US business spending) 
also perked up in May in a sign that US corporations are also holding their own.

Personal Spending (MoM)
Personal Income (MoM)US Core Goods Orders (MoM)
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Despite the Federal Reserve’s cautious narrative, the US economy 
remains on solid ground. The domestic outlook remains healthy, 
with the personal income and spending data for May indicating 
that the consumer has been immune to the tumultuous trade 
backdrop at hand and remains well positioned to lead the growth 
charge in 2019. And while sentiment in the factory sector has 
deteriorated, both core goods orders and shipments rebounded 
in a sign that corporate spending is holding up even in the wake 
of lingering tensions with major trading partners. While the Fed 
has indeed opened the door to easing monetary policy, the sound 
economic backdrop will make it difficult to corroborate the market’s 
expectation for multiple rate cuts through 2019.

2016 2017 20192018

Lingering trade uncertainty has been fairly isolated to the factory sector and has yet to spill 
over to the domestic economy.  According to the Tankan survey results from the Bank of 
Japan, business confidence among large manufacturers dropped in June, while in contrast, 
sentiment unexpectedly improved among large non-manufacturers.  Similarly in Europe, while 
the factory PMI contracted in June, the private sector services gauge jumped higher.

Japan Business Conditions
 – Manufacturing

Eurozone Services PMI

Eurozone Manufacturing PMI

Japan Business Conditions 
– Non-Manufacturing
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INTERNATIONAL

Looking abroad, the ongoing trade debacle and a gloomy global 
growth backdrop have weighed on sentiment in the factory sector 
and revealed the vulnerabilities for export-oriented economies 
such as Europe and Japan. In Europe, the key manufacturing gauge 
remained in contraction territory for a fifth straight month in June, 
while the same index in the UK dropped to a six-year low. And in 
Japan, sentiment among the largest manufacturers deteriorated 
to the lowest level in almost three years. That said, tensions in the 
factory space have yet to spill over into the domestic economy, as 
the services sector gauge in the Eurozone actually improved in June, 
while the mood among domestic focussed non-manufacturers in 
Japan also unexpectedly bounced higher.
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MAIN SCENARIO 
SUSTAINED GLOBAL EXPANSION 

PROBABILITY 60%

The global economy finds its footing and reaccelerates 
in a synchronous manner, with global growth advancing 
in-line with its potential rate. The US leads the global 
charge, though growth moderates to a still above-trend 
pace as the fiscal and monetary impetus fades in the 
coming year. Meanwhile, healthy demand stateside and 
our expectation for receding trade tensions also buoys the 
Canadian economy and helps to facilitate the much-needed 
rotation towards exports and business investment (from the 
consumer and housing sector). Looking abroad, transitory 
factors that were exacerbated by a tumultuous global trade 
backdrop recede and both the European and Japanese 
economies recalibrate, while the Chinese economy stabilizes 
in response to the plethora of monetary and fiscal stimulus 
measures that place a floor under the world’s second largest 
economy and by extension, global growth prospects. The 
environment of moderate, albeit self-sustaining growth 
keeps inflation stable at levels that do not pose a threat 
to the economic trajectory and allows major central banks 
to maintain stimulative policies and remain sidelined 
throughout 2019 – creating a lucrative, not-too-hot, not-
too-cold backdrop for both the economy and investors 
alike. The accommodative impulse from major central banks 
ultimately nurtures the economic recovery and extends the 
visibility of the cycle. This reflationary backdrop bodes well 
for equities and commodities at the expense of fixed income 
and the US dollar.

SCENARIO 2 
POLITICAL INSTABILITY

PROBABILITY 30%

The trend towards populism and protectionism could ignite a crisis in confidence and 
destabilize the financial markets. The biggest risk to our base case scenario is a rise in 
protectionism stemming from the US and the threat of a full-blown trade war that 
would derail the synchronous global expansion. While the US has proven successful 
in securing a trade deal with Canada and Mexico and extracting some concessions 
from China, vulnerabilities remain due to the sizeable trade deficit in the US. Notably, 
the trade debacle between the world’s two largest economies has resurfaced after 
the latest round of talks ended inconclusively and with higher tariffs for both the 
US and China – with pressure between these two countries likely to prevail over 
the near-term as negotiations linger-on unresolved with the added threat of further 
escalation from here. Meanwhile, Trump’s focus may then shift towards other trading 
partners in Europe and Japan, with the US threatening to use Section 232 (national 
security grounds) to impose tariffs on auto imports. Taken together, an escalation 
in the trade debacle would be detrimental for trade flows and hence, the global 
economy. Finally, the stakes are high for this year’s European Parliamentary elections 
where the populists are likely to continue gaining ground, while lingering tensions and 
a lack of progress in Brexit negotiations raises the odds of a “hard Brexit” scenario.

SCENARIO 3 
STAGFLATION               

PROBABILITY 10%

After an extended period of undershooting central bank inflation targets, 
policymakers tolerate higher inflation (overshoot) and monetize inflation. As 
a result, inflation expectations start to de-anchor from current subdued levels 
and surge higher. This would come at the same time that fiscal stimulus is being 
reigned-in (2020) in the later stages of the economic expansion, causing growth 
to moderate to well below potential levels in response. In the Stagflation scenario, 
a stagnation in growth occurs concurrently with an acceleration in inflation as a 
result of previous excessive monetary stimulation and an exhaustion of productive 
capacity - creating a tumultuous financial market landscape whereby both equities 
and bonds experience broad based declines.
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 FORECASTS FOR THE NEXT 12 MONTHS

SCENARIOS JUNE 28,
2019

SUSTAINED GLOBAL 
EXPANSION POLITICAL INSTABILITY STAGFLATION 

PROBABILITY 60% 30% 10%

GDP GROWTH (Y/Y)

Global 3.70% 3.50% 2.00% 2.75%

Canada 1.50% 2.00% 0.50% 2.75%

U.S. 3.20% 2.50% 1.00% 2.75%

INFLATION (HEADLINE Y/Y)

Canada 2.40% 2.00% 1.50% 3.00%

U.S. 1.80% 2.00% 2.00% 3.00%

SHORT-TERM RATES

Bank of Canada 1.75% 1.75% 1.25% 2.00%

Federal Reserve 2.50% 2.50% 2.00% 2.75%

10-YEAR RATES

Canada Government 1.47% 2.25% 1.40% 3.00%

US Government 2.01% 3.00% 2.25% 4.00%

PROFIT GROWTH (12 MONTHS FORWARD)

Canada 5.3% 4.4% -12.6% 6.8%

U.S. 7.3% 3.9% -8.4% -2.3%

EAFE 3.4% -3.7% -11.1% -11.1%

EM 11.3% 11.4% -14.8% 0.9%

P/E (FORWARD 12 MONTHS)

Canada 15.1X 16.0X 14.0X 13.0X

U.S. 16.7X 18.5X 15.0X 16.0X

EAFE 13.8X 15.0X 12.0X 13.5X

EM 12.4X 14.5X 11.0X 11.5X

CURRENCIES

CAD/USD 0.76 0.79 0.70 0.80

EUR/USD 1.14 1.16 1.10 1.10

USD/JPY 107.85 110.00 100.00 120.00

COMMODITIES

Oil (WTI, USD/barrel) 58.47 70.00 40.00 80.00
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MATRIX OF EXPECTED RETURNS

SCENARIOS SUSTAINED GLOBAL 
EXPANSION POLITICAL INSTABILITY STAGFLATION

PROBABILITY 60% 30% 10%

Money Market 1.8% 1.5% 1.9%

Canadian Bonds -1.8% 3.9% -7.2%

Canadian Equity 5.0% -23.1% -12.7%

U.S. Equity 3.3% -16.6% -16.9%

International Equity -1.9% -18.3% -19.5%

Emerging Market Equity 13.0% -26.1% -19.9%

Real Assets 7.0% 5.0% 3.0%

CURRENT STRATEGY 1

MINIMUM BENCHMARK MAXIMUM STRATEGY ALLOCATION RELATIVE

Money Market 0.0% 5.0% 25.0% Underweight 0.0% -5.0%

Canadian Bonds 5.0% 25.0% 45.0% Underweight 5.0% -20.0%

Canadian Equity 10.0% 20.0% 30.0% Overweight 25.0% +5.0%

U.S. Equity 0.0% 10.0% 20.0% Underweight 5.0% -5.0%

International Equity 0.0% 10.0% 20.0% Underweight 5.0% -5.0%

Emerging Markets Equity 0.0% 5.0% 15.0% Overweight 15.0% +10.0%

Real Assets 5.0% 25.0% 45.0% Overweight 45.0% +20.0%

1 Based on a 100 basis point value added objective. The benchmark employed here is based on a model portfolio and for illustrative purposes only. Individual client benchmarks are employed in the 
management of their respective portfolios.
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EVOLUTION OF STRATEGY 1

MONEY 
MARKET

CANADIAN 
BONDS

CANADIAN 
EQUITY

U.S. EQUITY
INTERNATIONAL 

EQUITY

EMERGING 
MARKETS 

EQUITY

REAL
ASSETS

October 5, 2011 +7.0% -15.0% +8.0% 0.0% 0.0% 0.0% 0.0%

October 12, 2011 +6.0% -10.0% +4.0% 0.0% 0.0% 0.0% 0.0%

November 11, 2011 +5.0% 0.0% 0.0% 0.0% -5.0% 0.0% 0.0%

December 7, 2011 0.0% 0.0% +5.0% 0.0% -5.0% 0.0% 0.0%

April 20, 2012 +15.0% -20.0% +10.0% 0.0% -5.0% 0.0% 0.0%

July 31, 2012 +20.0% -15.0% 0.0% 0.0% -5.0% 0.0% 0.0%

November 9, 2012 +10.0% -15.0% +10.0% 0.0% -5.0% 0.0% 0.0%

February 19, 2013 +5.0% -15.0% +10.0% 0.0% 0.0% 0.0% 0.0%

August 6, 2013 0.0% -15.0% +10.0% +5.0% 0.0% 0.0% 0.0%

December 3, 2013 +10.0% -15.0% +5.0% 0.0% 0.0% 0.0% 0.0%

February 5, 2014 0.0% -15.0% +10.0% +10.0% -5.0% 0.0% 0.0%

October 14, 2014 0.0% -20.0% +5.0% +10.0% +5.0% 0.0% 0.0%

November 14, 2014 +10.0% -20.0% +2.5% +2.5% +5.0% 0.0% 0.0%

July 13, 2015 0.0% -20.0% +7.0% +4.0% +9.0% 0.0% 0.0%

October 19, 2015 0.0% -20.0% +11.0% +0.0% +9.0% 0.0% 0.0%

June 24, 2016 +9.0% -20.0% +11.0% +0.0% +0.0% 0.0% 0.0%

July 12, 2016 0.0% -20.0% +15.0% +0.0% +0.0% +5.0% 0.0%

July 27, 2016 +5.0% -20.0% +12.5% +0.0% +0.0% +2.5% 0.0%

October 31, 2016 0.0% -20.0% +12.5% 0.0% 0.0% +7.5% 0.0%

April 5, 2017 +5.0% -15.0% +7.5% 0.0% -5.0% +7.5% 0.0%

December 6, 2017 +15.0% -15.0% +5.0% -5.0% -5.0% +5.0% 0.0%

October 9, 2018 +15.0% -15.0% +5.0% -10.0% -5.0% +10.0% 0.0%

November 9, 2018 0.0% -20% +5% -10% -5% +10% +20%

December 17, 2018 -5.0% -20% +5% -5% -5% +10% +20%

1 Based on a 100 basis point value added objective.
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This document is intended only to provide general information and is not intended to be and should not be construed or relied upon as legal or other professional advice. Fiera Capital Corporation assumes no liability by providing this 
guidance to its clients or any other person or entity. The information provided herein may or may not apply in any particular situation. Users should carefully review the guidance included here to determine applicability. 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 or otherwise. 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.

1 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”) including Fiera Capital Inc. (FCI”). In connection with providing services to certain U.S. clients, FCI uses the resources of Fiera Capital acting in its capacity as a “participating 
affiliate,” in accordance with applicable guidance of the staff of the Securities and Exchange Commission (“SEC”). These resources will specifically include, without limitation, the use of certain investment personnel. All such personnel 
of Fiera Capital will be treated as persons “associated with” FCI (as that term is defined by the Investment Advisers Act of 1940, as amended) in connection with the provision of any investment advisory services provided by such team 
members to U.S. clients. The U.S Advisers including FCI – are SEC-registered investment advisers. Further, Fiera Capital (UK) Limited and Fiera Capital (IOM) Limited are both registered as investment advisors with the SEC. Registration 
with the SEC does not imply a certain level of skill or training. Fiera Capital (UK) Limited is authorized and regulated by the Financial Conduct Authority in the United Kingdom and Fiera Capital (IOM) Limited is licensed by the Isle of 
Man Financial Services Authority.

2 Fiera Capital is not authorized to conduct regulated activities in the United Kingdom and any such activities are only conducted by Fiera Capital (UK) Limited, 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 Fiera Capital (IOM) Limited, an indirect wholly owned subsidiary of Fiera Capital. Fiera Capital is not authorized to conduct 
regulated activities in Germany. Fiera Capital (UK) Limited maintains a branch office which is registered with the regulator in Germany.

CONTACT US info@fieracapital.com
fieracapital.com
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