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Market Recap

WEEK ENDING MAY 15, 2020

• Equity markets appear to be running out of steam. The mood in the market has soured and stock markets lost some notable momentum this
week as investors contemplated warnings from health officials that prematurely reopening the economy risks a second wave of infection –
threatening an already-fragile economic backdrop. Meanwhile, Federal Reserve Chair Powell’s gloomy assessment on the outlook and his
warning of the lasting damage to the US economy also undermined recent optimism and added to the somber tone in the markets. Finally, the
rapid deterioration in US-Sino relations and a new standoff between the world’s two largest economies also weighed on sentiment, while the
bleak (and record-breaking) retail sales and factory production results underscored the depth of the economic destruction in the United States
and emboldened the risk-off trade late in the week.

• The 10 year treasury yield has been trading in a narrow range over the last several weeks. Yields have been capped on the upside as the market
expects the fed funds rate to remain at these rock-bottom levels for at least the next three years (and have even begun to price-in negative
rates), while the Federal Reserve has been steadily buying treasuries on a daily basis. This has prevented yields from rising materially even as the
US and global economies take some steps towards re-opening and as the treasury floods the market with supply to finance swelling deficits. For
the week, yields declined as nervous investors flocked to the safety of government bonds following some dismal economic results across the
globe – which also saw credit markets wobble during the week. Meanwhile, markets began to discount a negative fed funds rate in 2021, though
Fed officials have pushed back and reiterated their long-held view that negative interest rates are not appropriate for the US. The Fed’s general
position is that NIRP has not worked well in Europe and Japan, while the main concerns are that negative rates hurt bank profitability as well as
individual savers, and do not necessarily boost bank lending.

• Crude oil jumped close to 20% amid signs the market is finding a better balance as major producers slash production and as consumption slowly
regains some ground. Of note, the Department of Energy reported an unexpected decline in US crude stockpiles (the first decrease since
January), while gasoline stockpiles also declined in a sign of increasing consumption in the US. Gold soared to a three-week high amid concerns
over economic growth, fears of a second wave of virus infections, and mounting tensions between the US and China. Finally, copper traded lower
as investors weighed data that revealed a mixed picture on China’s post-lockdown rebound, while lingering concerns on the progression of the
virus and the global economic recovery also weighed.

• The US dollar advanced as concerns over the global economic fallout from the coronavirus pandemic and renewed US-China tensions boosted
demand for the world’s reserve currency. The pound led the group-of-ten currency losses versus the greenback as UK negotiations with the
European Union regarding their future relationship deteriorated and appears set for a stalemate – particularly as both sides refuse to
compromise on key issues such as trade and the movement of citizens. The euro declined after some decidedly weak quarterly growth results out
of Germany and the euro area as a whole. Finally, the Canadian dollar depreciated, with risk aversion and broad US dollar strength largely
outweighing the sharp advance in crude prices over the last three weeks.
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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, May 8, May 15, January 1, May 8, May 15, 

2020 2020 2020 2020 2020 2020

1.63% 0.58% 0.54% Oil $ 61.18 $ 24.74 $ 29.43

1.88% 0.68% 0.64% Gold $1,529.13 $1,702.70 $1,743.67

-0.22% -0.54% -0.53% CAD $ 0.7702 $ 0.7180 $ 0.7088

-0.01% 0.00% 0.00% EURO $ 1.1172 $ 1.0839 $ 1.0820

0.79% 0.24% 0.23% February  March 

0.08% -0.04% -0.02% Inflation* Canada 1.80% 1.60%

1.34% 0.89% 0.91% Inflation* USA 2.40% 2.10%

Italy 1.41% 1.85% 1.86% * CORE-CPI YOY

Indices as of April 30, 2020

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

S&P/TSX Composite 14.10 (11.29) (6.08) (9.74) (5.25) 2.32 2.92 5.31

S&P/TSX Small Cap 27.83 (18.54) (14.37) (20.89) (17.12) (8.20) (2.56) (0.14)

FTSE Universe 0.71 2.40 1.89 3.64 9.10 1.48 0.59 0.44

S&P 500 (USD) 13.86 (8.41) (2.28) (8.46) 1.89 9.37 9.09 11.60

S&P 500 (CAD) 11.42 (3.55) 3.57 (1.67) 5.44 10.06 12.47 15.32

Stoxx Europe 600 (CAD) 5.20 (12.17) (8.89) (12.60) (8.44) (0.41) 2.58 7.19

MSCI EAFE (CAD) 4.62 (11.26) (8.71) (11.38) (7.62) 0.17 2.84 7.06

MSCI Emerging Markets (CAD) 6.21 (8.40) (5.70) (10.94) (9.77) 0.99 2.64 0.00

MSCI World (CAD) 9.49 (6.41) (0.90) (5.12) 0.34 5.94 8.14 11.27

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.


