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WEEK ENDING MARCH 27, 2020

• Financial markets stabilized and risk assets got some reprieve this week after the US passed a massive $2 trillion rescue package, which when
combined with assertive monetary stimulus measures came as a welcome development for equity investors and emboldened the risk-on trade.
Global equity markets managed to eke out three straight days of gains midweek, which marked the first stretch of consecutive winning days since
before the coronavirus crisis. However, the rally lost some steam on Friday in the wake of news that the US overtook China in the number of
COVID cases worldwide. While global stock markets are still on track to post a weekly advance, Friday’s decline suggests that near-term relief
rallies are unlikely to be sustainable as long as new COVID cases continue to increase. Taken together, while concrete and sizeable stimulus
measures should indeed help to revive investor sentiment and alleviate pressure on the markets, a durable and sustainable market bottom will
ultimately depend on the successful containment of the virus globally. With little visibility on the depth and duration of the economic fallout as
the virus continues to spread across Europe and the US, investors will be beholden to virus-related headlines that are likely to inflict more periodic
episodes of volatility and the erratic market gyrations that come with it. As such, its too soon to call a market bottom.

• SENTIMENT APPROACHING BEARISH EXTREMES: One of the prerequisites for a market bottom is a shift in investor sentiment in favor of the bears
as investor anguish gets flushed out of the marketplace. According to the American Association of Individual Investors, the proportion of bearish
investors surged to 52.1% and is now at the highest level since October 2011. Meanwhile, the bulls are sitting around 33% (20% is the typical
threshold that signals a good buying opportunity). The spread between the bulls and bears is at minus 19.2. While extreme pessimism is a
necessary precondition for a market bottom, it will not be sufficient on its own to launch a sustained equity market rally given the lack of clarity
on the viral outbreak and the consequences for growth and corporate earnings.

• Government bond yields moved broadly lower as central bank actions to mitigate the economic effects of the pandemic helped to calm the bond
markets. The Federal Reserve had its “whatever it takes” moment and is pulling out all the stops in order to keep credit flowing to as many people
and entities that it can to prevent financial markets from freezing up. Most dramatically, the Fed said it will make purchases in the Treasury and
mortgage-backed securities markets to whatever degree is necessary to provide liquidity and keep the markets operational, while Chair Powell
said the central bank is not going to run out of ammunition and will “aggressively and forthrightly” maintain efforts to support the flow of credit.
The ECB unveiled its latest bazooka and announced that it will no longer have the previous self-imposed constraints on the bonds that it buys
under its new purchase program as it defends the bonds of countries hard-hit by the virus such as Italy and Spain. Not to be outdone, the Bank of
Canada lowered its overnight rate for a third time (to 0.25%) and introduced some large scale asset purchases to help shield the economy from
coronavirus fallout and the severe rout in crude markets. Finally, the buoyant mood in the credit market this week darkened on Friday as risks
began to rise again.

• The Federal Reserve’s balance sheet topped $5 trillion for the first time amid the central bank’s assertive efforts to cushion debt markets. The
balance sheet soared by $586 billion to $5.25 trillion in the week through March 25th. The scale of its current bond-buying efforts already dwarfs
that of the purchase programs it undertook in the wake of the last financial crisis. The ECB balance sheet rose by EUR223 billion to a new record
high of EUR4.927 trillion. The BOJ’s recent securities purchases pushed its balance sheet to a new record high of JPY594.128 trillion. The combined
total of Fed, ECB and BOJ balance sheets have now risen to a record high of $15.4 trillion, up by more than $1 trillion since late 2019 and more
than quadruple the $3.5 trillion level seen before the global financial crisis in 2008/09.
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Job Creation (in thousands)* Initial Jobless Claims (in thousands)*

U.S. Unemployment Rate (%) Housing Starts (in thousands)*

* U.S. Data

10-Year Government Bonds Commodities, Exchange Rates and Indicators

January 1, March 20, March 27, January 1, March 20, March 27, 

2020 2020 2020 2020 2020 2020

1.63% 0.87% 0.74% Oil $ 61.18 $ 22.43 $ 21.51

1.88% 0.85% 0.67% Gold $1,529.13 $1,498.65 $1,628.16

-0.22% -0.32% -0.47% CAD $ 0.7702 $ 0.6965 $ 0.7152

-0.01% 0.08% 0.02% EURO $ 1.1172 $ 1.0688 $ 1.1141

0.79% 0.56% 0.37% January  February 

0.08% 0.12% -0.06% Inflation* Canada 1.80% 1.80%

1.34% 1.14% 0.93% Inflation* USA 2.30% 2.40%

Italy 1.41% 1.63% 1.33% * CORE-CPI YOY

Indices as of February 29, 2020

Index (%) 1 Month 3 Months 6 Months YTD 1 Year 3 Years 5 Years 10 Years

S&P/TSX Composite (5.90) (3.83) 0.43 (4.26) 4.86 4.97 4.41 6.49

S&P/TSX Small Cap (9.86) (7.75) (9.62) (12.46) (9.42) (5.39) (0.31) 1.54

FTSE Universe 0.71 2.40 1.89 3.64 9.10 1.48 0.59 0.44

S&P 500 (USD) (8.23) (5.51) 1.91 (8.27) 8.18 9.86 9.22 12.64

S&P 500 (CAD) (6.86) (4.50) 2.96 (5.04) 10.28 10.36 10.82 15.38

Stoxx Europe 600 (CAD) (7.79) (6.85) 0.44 (8.24) 1.99 4.95 3.01 7.59

MSCI EAFE (CAD) (7.68) (7.07) 0.10 (7.81) 1.34 4.39 3.44 7.37

MSCI Emerging Markets (CAD) (3.85) (1.92) 3.98 (6.51) 0.01 5.36 4.23 0.00

MSCI World (CAD) (7.08) (5.29) 1.91 (5.81) 6.65 7.72 7.43 11.38

Sources: Bloomberg, Fiera Capital Corporation
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Legal Notice: 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. Views expressed regarding a particular company, security, industry or market sector should not be considered an indication of trading intent of any funds managed by Fiera Capital
Corporation. 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. 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.


