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1. Market closes for Friday, October 30, 2009:

	North American markets
	


	 
	Close
	Change
	YTD

	Dow Jones
	9,712.73
	-249.85 or -2.51%
	+10.67%

	S&P 500
	1,036.19
	-29.92 or -2.81%
	+14.72%

	NASDAQ
	2,045.11
	-52.44 or -2.50%
	+29.68%

	TSX Composite
	10,910.75
	-164.47 or -1.49%
	+21.40%


	International markets
	


	 
	Close
	Change
	YTD

	Nikkei
	10,034.74
	+143.64 or +1.45% 
	+13.26%

	Hang Seng
	21,752.87
	+487.88 or +2.29% 
	+51.19%

	SENSEX
	15,896.28
	-156.44 or -0.97%
	+64.77%

	FTSE 100
	5,044.55
	-93.17 or -1.81%
	+13.77% 

	CAC 40
	3,607.69
	-106.33 or -2.86%
	+12.11%

	DAX
	5,414.96
	-172.49 or -3.09%
	+12.57%


	Bonds
	


	Bonds
	$Current
	$Previous
	%Yield

	Cdn. 10-year bond
	102.08
	102.51
	3.49

	Cdn. 30-year bond
	117.10
	117.60
	3.97

	U.S. 10-year bond
	101.92
	101.24
	3.41

	U.S. 30-year bond
	102.47
	104.00
	4.33


	Currency
	


	BoC Close 
	Today
	Previous

	Canadian $
	0.9243
	0.9372

	US $
	1.0819
	1.0670

	
	
	


	Euro Spot Rate
	Today
	Previous

	Canadian $
	0.6280
	0.6319

	Euro
	1.5923
	1.5824


	Commodities
	


	Gold
	AM
	PM

	London Gold Fix ($US)
	$1044.50
	$1040.50


	Oil
	Close
	Change

	WTI Crude Future (US)
	$76.93
	-$2.94 or -3.68%


2. Carney warns banks: Changes are coming
(October 26, 2009) Governments won't allow the world's bankers to return to their irresponsible ways, Bank of Canada governor Mark Carney warned Monday, adding financiers had better get ready for major changes to the way they do business. 

In notes prepared for a Montreal morning speech, Canada's top central banker appeared close to exasperation with financiers who have already forgotten their central role in causing the recent global financial and economic meltdown. 

''Relief is in danger of giving way to hubris,'' Carney said. 

''We will not remind market participants of the many oaths they swore a year ago; nor do we expect scores of financiers to join religious orders. However, we do expect those fevered battlefield vows to be respected.'' 

One of those vows is that banks will build up their capital reserves so that they can better withstand crises. 

In an advance copy of the speech, Carney warned bankers that they should not underestimate the determination of the G20 countries, which include the major economies of the world, to enforce new rules on executive pay and bank capitalization. 

''The industry should be in no doubt that capital requirements are going up,'' Carney said. 

''Moreover, we all agree that bonuses should be tied to long-term performance. In their communiqué, the G20 leaders urged firms to implement sound compensation practices immediately.'' 

And he said that while bank profits have returned, it has been largely because the public sector - governments - have not only saved the financial system through massive injections of cash, but continue to assume risk. 

In the future, he said, the system must be set up so that risk is again assumed by financial institutions, and if they fail, so be it. 

''There is a firm conviction among policy-makers that losses endured in future crises must be borne by the institutions themselves,'' Carney said. 

Carney's apparent frustration appeared directed more at global bankers than Canada's institutions; since he referenced several times that some of the changes being demanded are already in practice in Canada. 

Last week, U.S. President Barack Obama proposed to limit compensation to any financial institution that took government money to save itself from bankruptcy. 

The bank governor stressed that financiers owe it to taxpayers to clean up their act and start behaving in a responsible manner that supports jobs and economic growth, rather than serves them. 

He pointed out that some industrialized countries committed up to one-quarter of their gross domestic product to support their financial sectors. 

Even in Canada, the federal government's mortgage purchase program pumped $65 billion of liquidity, or 4.3 per cent of GDP, into banks, and the Bank of Canada's own emergency measures added another three per cent of GDP. 

This has reduced bank funding costs, and because of less competition, the sector has quickly returned to bumper profits. 

But the sector should not be patting itself in the back, he said, or using the windfall for bonuses. 

Instead, financial institutions should use profits to build up capital reserves so they again can return to their primary function of supporting economic activity through lending. 

3. Scotiabank commodity price index declines

(October 26, 2009)  Commodity prices suffered a 1.8% decline in September, according to Scotiabank's monthly survey. 

Forest products were the biggest winners gaining 0.6% while agriculture prices were flatly hammered, dropping 6.1%. The survey also revealed that oil and gas commodities declined 2.5% as well. Overall, the Scotiabank index remained 4.3% above the April cyclical low.

"Oil prices are headed towards US$90 by mid-2010, as the U.S. dollar moves irregularly lower and economic recovery takes hold in the G7,'' says Patricia Mohr, Scotiabank's vice-president for economics and commodity market specialist. 

Scotiabank predicts that a weak U.S. dollar will continue to lift commodity prices through much of 2010 as they did in late October. 

4. $26 million in fines for Ponzi scheme

(October 26, 2009) The British Columbia Securities Commission has fined a group of four people a total of $26 million and ordered them to repay $16 million in connection with a Ponzi scheme. 

The provincial regulator said Monday that Hal McLeod has been ordered to pay $8 million, while David Vaughan, Dianne Rosiek and Kenneth McMordie were each ordered to pay $6 million. 

The securities commission panel also ordered the group repay the $16 million the scheme took from investors. 

In addition, the panel banned McLeod, Vaughan, McMordie, and Rosiek from trading securities or exchange contracts and from being a manager or consultant in connection to the securities market. 

They are also prohibited from being a director or officer of any issuer, registrant or investment fund manager, being a registrant, investment fund manager or promoter, and from engaging in investor relations activities. 

In August, the panel found McLeod created the Manna scheme and later expanded with the help of Vaughan, McMordie and Rosiek before it collapsed in 2007. 

Manna's 800 investors lost up to US$13 million. 

"Nothing strikes more viciously at the integrity of our capital markets than fraud, and this case represents a particularly aggressive and flagrant assault on the public's confidence in our markets," the securities commission panel said. 

5. Seamark, GrowthWorks merge

(October 29, 2009) Canada's landscape of independent mutual fund managers has shrunk once again. Seamark Asset Management and GrowthWorks have agreed on a merger. The combination will create a mid-size firm with roughly $3 billion in assets under management. 

The new firm will be called Matrix Asset Management, with GrowtWorks and Seamark as subsidiary brands under the new organization, which will have a national platform. 

GrowthWorks president and CEO, David Levi, will become the president and CEO of Matrix. 

"Matrix will immediately have a national platform to deliver a diverse suite of investment services and products with top quartile performances in several asset classes" says Levi, "This success across a diverse range of asset classes and client groups will make it a unique company in Canada." 

Rumours that the Halifax-based Seamark was up for acquisition have been around for some time, particularly after its largest wrap fund partner, the BMO Nesbitt Burns Advance Program, terminated Seamark as sub-advisor in April. At the time the move was viewed as a signal that Manulife Financial would outright purchase Seamark since the insurance giant owns 31% stake in the company. 

Ultimately, however, it turned out it was GrowthWorks that stepped in. 

"For Seamark, the deal with GrowthWorks is something of a lifeline in that it has been in a dreadful downward spiral following a decision by Clarington funds to terminate Seamark as the manager of more than $3 billion in assets in 2006, shortly after the Clarington funds were acquired by Industrial Alliance," says Rudy Luukko, investment funds editor with Morningstar Canada. "Seamark went through a very rough stretch of performance in 2004 and 2005, this was clearly a factor in Clarington's decision to drop them."

Luukko says this deal should alleviate concerns about the company's stability. With drastically improved fund performance, Seamark will be a nice addition to GrowthWorks' continued expansion efforts in the Canadian retail fund market. 

"It is helpful the Seamark funds have turned around. At Morningstar we have six institutional mandates tracked in equity, balanced and fixed income categories. And all of these institutional mandates in Morningstar's universe of Canada pool funds are either three or four star funds. Three stars mean an average risk-adjusted performance rating, while four stars denote an above-average rating." 

GrowthWorks bills itself primarily as a retail-focused venture capital investment firm, and has been on an acquisition spree of its own since last year, looking to expand its presence in the mainstream Canadian mutual fund market. Founded in 1998 by Levi, the company manages $1billion in assets and has seven offices located in major and regional centres across Canada. 

This is the second deal for GrowthWorks this year. In May the company nearly doubled its assets purchasing after Mavrix Fund Management, which at the time was managing more than $500 million in assets. It currently offers specialty retail investment funds, including flow-through limited partnerships, through the Mavrix brand. 

Seamark's CEO, Brent Barrie, will remain CEO of Seamark; and its headquarters will stay in Halifax. 

"This [merger] has the full support of our portfolio management team and is great news for our clients," said Barrie. "This transaction will better position Seamark to fulfill its mission of delivering the best possible investment management service to our clients." 

A new board of directors is being created, and membership will include representatives from both the boards of GrowthWorks and SEAMARK, including Levi and Barrie. In addition, former Seamark CEO, G. Peter Marshall, will join Matrix's board. 

6. Fragile days ahead: Ernst & Young

(October 30, 2009) The economic recovery will be gradual for most companies, fragile for many, and largely dependent on the ability to learn from past mistakes, Ernst & Young says in a new report. 

Picking the brains of more than 500 partners from around the globe, the 'Lessons from Change' report states that the overwhelming consensus is that in order for business to thrive, they must utilize the lessons they have learned during the recession and adapt their business model for the future. 

"We may be back from the economic brink but we’re certainly not back to normal,” says Jeff Charriere, partner, Ernst & Young. "Not all of the lessons learned from change will be new, but they are taking on new importance. Integrating those lessons into strategies now can make the difference between just surviving the recession, and actually thriving in the upturn." 

In the report, the eight primary performance goals that are recommended to bussienss are: re-evaluate your business model, optimize the flexibility of your operations, maximize capital availability and deployment, examine your market reach, accelerate your decision-making and execution, revitalize the way you manage risk, strengthen your management talent and rebuild your stakeholders’ confidence. 

"Even as the economy improves, it’s still not business as usual. Companies need to push new ideas further than ever before,” stressed Charriere. “Cash is still critical, but it’s not the only factor. Businesses that focus on learning from the past and establishing a new agenda are most likely to succeed. Thriving in this challenging business climate requires flexibility, creativity and imagination — qualities that can be nurtured only by a diversity of ideas and viewpoints."

Have a nice and fruitful week!

