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1. Market closes for Friday, November 6, 2009:

	North American markets
	


	Dow Jones
	10,023.42
	+17.46 or +0.17% 
	+14.21%

	S&P 500
	1,069.30
	+2.67 or +0.25% 
	+18.38%

	NASDAQ
	2,112.44
	+7.12 or +0.34%
	+33.95%

	TSX Composite
	11,250.42
	+69.72 or +0.62%
	+25.18%


	International markets
	


	 
	Open
	Change
	YTD

	Nikkei
	9,789.35
	+71.91 or +0.74% 
	+10.49%

	Hang Seng
	21,829.72
	+350.64 or +1.63% 
	+51.73%

	SENSEX
	16,158.28
	+94.38 or +0.59%
	+67.49%

	FTSE 100
	5,142.72
	+17.08 or +0.33%
	+15.98% 

	CAC 40
	3,707.29
	-1.44 or -0.04%
	+15.21%

	DAX
	5,488.25
	+7.33 or +0.13%
	+14.10%


	Bonds
	


	Bonds
	$Current
	$Previous
	%Yield

	Cdn. 10-year bond
	101.86
	101.88
	3.52

	Cdn. 30-year bond
	116.10
	116.20
	4.03

	U.S. 10-year bond
	101.00
	100.81
	3.50

	U.S. 30-year bond
	101.69
	101.62
	4.40


	Currency
	


	BoC Close 
	Today
	Previous

	Canadian $
	0.9210
	0.9383

	US $
	1.0753
	1.0658

	
	
	


	Euro Spot Rate
	Today
	Previous

	Canadian $
	0.6264
	0.6308

	Euro
	1.5963
	1.5853


	Commodities
	


	Gold
	AM
	PM

	London Gold Fix ($US)
	$1,095.00
	$1,096.75


	Oil
	Open
	Change

	WTI Crude Future (US)
	$77.62
	-$2.00 or -2.51%


2. Active managers fall back: SPIVA

(November 02, 2009) The number of active fund managers able to beat their benchmarks has dwindled after a period of strong performance during the market downturn, according to the third quarter Standard & Poor's Indices Versus Active Funds Scorecard (SPIVA).

Overall, 36% of active Canadian equity managers delivered returns superior to their benchmarks. Performance was slightly weaker among small- and mid-cap managers, with just 31.8% of active funds beating the S&P/TSX Completion Index.

On a year-to-date basis, however, 50% of active Canadian small-/mid-cap equity fund managers have been able to top the benchmark. 

Managers in the Canadian Focused Equity class managed to do a little better than the overall average, with 42.7% beating a blended benchmark made up of Canadian and international stocks. 

These managers can boast the best outperformance on a year-to-date basis, with 67.5% of them beating the blended benchmark. Global equity managers have also largely been able to beat their benchmarks year to date, with 61.8% posting superior returns. 

The SPIVA report admits that active managers have, in general, been able to add value over the past 12 months on both an asset-weighted and an equal-weighted basis, with the exception of the equal-weighted returns in the Canadian equity and Canadian small-/mid-cap equity categories. 

But the report's authors point out that Canadian investors tend to hold their mutual funds for longer periods. Over the past three years, only 12.1% of active managers have beaten their benchmarks, with only 5.9% outperforming over a five-year period. The SPIVA report corrects for survivorship bias. 

3. Expect a slow recovery, says Goodman

(November 03, 2009) "A bird in the hand is worth two in the bush," says Ned Goodman, quoting from one of Aesop's fables, at Monday's luncheon conference at Toronto's National Club. "It's my valuation tool for almost anything," he says. In other words, better to have a sure thing than take a major gamble. 

Goodman, benefactor of the Goodman Institute and chair of DundeeWealth Inc., shared his well-honed perspective of how to navigate the uncharted territory of this recession in his talk, Ned Goodman: Light at the End of the Recession?

"I don't know what's ahead," admits Goodman. "I'm a contrarian; I challenge conventional wisdom all the time." 

So is there light at the end of the recession? "Recessions do not end when we can see the light; they end when all continues to look black," he says, stressing the subtle, incremental process of recovery. His preferred strategy is to "hope for the best and be prepared for the worst." 

One of the leading architects of Canada's investment management industry, he touts the beginning of a new world order led by China, Latin America and India, noting, "I'm with the crowd that expects a slow recovery....The government debt that is building up, both on and off the balance sheet in the U.S., and the geopolitics of the Middle East, those are two concerns." 

Goodman warned that U.S. Federal Reserve Chair Ben Bernanke's printing press will create a period of inflation in the U.S. "If treasuries are overvalued, then the bank's assets are likewise overvalued. In addition, banks will have many new regulations that will erode profit margins." He cautions that the U.S. will soon run out of foreign creditors, which will, in turn, generate "scary inflation" and "devaluation of the dollar, both with higher interest rates." 

He commented on the first year of Barack Obama's administration: "The landscape of the U.S. economy seems to be undergoing a radical reshaping. The process appears to be an ad hoc policy to take advantage of the financial crisis — and it is happening quickly," he says. "The Obama quest to move wealth from the rich to the poor," he continues, "will eventually mean there will be fewer opportunities for Americans to get rich." 

Moreover, Goodman cautions that President Obama and House of Representatives Chair Nancy Pelosi are making promises they will not be able to keep. As he points out, important remedial steps are not being taken to offset quantitative easing. Based on the fragile psychology of the U.S. consumer, Goodman argues, "In short, any action by the Fed to stop inflation would mean that the Obama administration, as it exists, might end in the November 2010 election." Banks have money, but they're not lending, they're buying treasury bills, he says. 

A general shortage of resources — including energy, metals, agricultural products and arable land — also threatens to choke off a recovery. "We are almost running out of everything at a furious rate," says Goodman. 

In light of scarce resources and a growing population that will place demand on agricultural production, Goodman recommends investing in resource commodities. Three billion people in the developing world are reaching for a better quality of life, which strains even Canada's ability to supply resources at cheaper prices. 

"The combination of global inflation and global economic growth should help to reduce fiscal debt," says Goodman. By 2011, with the help of inflation and a lower U.S. dollar, Goodman predicts, resource and agricultural commodities and companies that produce them will be where to invest. 

On an optimistic note, he predicts that unemployment rates will drop in two to three years and that China will remain a market stronghold due to its successful export drive coupled with a stronger domestic economy. 

He is especially optimistic about gold. The bull market for the precious metal has been running for 10 years and still has legs, making it "the ultimate currency" in Goodman's book. 

"The world of finance, business and investment is recovering from a binge of easy money and too much debt. Even if we did not join the party, we are all suffering a monster hangover...[one] that can be cured only by time and complete rest. The negative memory of 2009 will persist for years, not weeks or months," he warns. 

Technology and globalization are facts of life, says Goodman, citing the beginning of a new middle-class population and economic growth over the next five to 15 years rivalling North America after the Second World War. 

As far as the financial crisis goes, Goodman says, economic crises come about for different reasons but have only one thing in common: they end. 

4. CRA issues CPP details for 2010

(November 03, 2009) Canada Revenue Agency has announced the maximum pensionable earnings under the Canada Pension Plan for 2010, raising the limit to $47,200, from 2009's level of $46,300.

Employee and employer contribution rates for 2010 remain unchanged at 4.95%, and the self-employed contribution rate will remain unchanged at 9.9%.

The maximum employer and employee contribution to the plan for 2010 will be $2,163.15, and the maximum self-employed contribution will be $4,326.30. The maximums in 2009 were $2,118.60 and $4,237.20, respectively.

The basic exemption amount for 2010 remains $3,500, with individuals earning less than that exempted from contributing to the plan.

5. Recovery slow, but sustainable 

(November 04, 2009) Investors worried that the market's recovery ended in October should remain calm but cautious as the coming year will see a sustained economic recovery in North America, according to the chief investment officers at one transnational private bank. 

Momentum is driving the market, and since July, that has been tilted in favour of bulls, says Jack Ablin, chief investment officer of Harris Private Bank, Chicago. Investors have become sanguine, he says, though not quite optimistic. 

"Given that we do expect we're still in a sideways market with a big cycle up and down, we're going to continue to put the momentum indicator on a pedestal until it doesn't work anymore." 

Momentum has driven him to advise an overweighting in equities, but he warns that the recommendation will "soon" shift to a neutral weighting. 

"We still believe that equities will be the prevailing asset class for the next four quarters," he says. 

The U.S. market is probably fairly and fully priced, based on price to sales. He said he prefers a target of about 1x sales, while the S&P 500 Index is currently reflecting 1.1x sales, suggesting a 10% increase in corporate revenues in the coming year, which, Ablin says, is not out of line. 

"From a secular perspective, there is no doubt that emerging markets will dominate from an economic point of view and clearly will drag their equity markets along with [them]," he says. "Near term, I'm somewhat concerned that valuation of emerging [markets] is a little bit expensive relative to the U.S. 

"Perhaps when we get this new next down cycle, maybe some time next year, the emerging markets will likely suffer more than the United States or, if we do gain, will incrementally trail." 

Over the next 12 months, Ablin predicts U.S. economic growth of between 2% and 2.5%, pointing out that 3% growth would likely be achieved only with a return to consumer debt-spending. 

"We were growing an economy faster than it should have grown," he says of the last economic run-up. "Now, not only do we have to earn more than we spend, but we have to spend incrementally less to pay back the debt." 

The 2.5% predicted growth rate will likely limit job creation to between 50,000 and 100,000 per month. At that rate, it could take more than five years for employment to recover the 7.5 million jobs lost in the downturn. Neither policy-makers nor the workforce will tolerate such a delay, so Ablin expects more stimulus is on the way. 

"Policies will be implemented in some fashion to 'shoehorn' workers into an economy that can hardly accommodate them and that ultimately will result in inflation," he says, but investors probably won't have to worry about it for another three or four years. 

Ablin's Canadian counterpart agrees that a sustained recovery is the most likely scenario, with the Canadian economy expected to grow by more than 2.5%. 

"We certainly think we're in a global synchronized economic recovery," says Paul Taylor, chief investment officer of BMO Harris Private Banking, Toronto. "We do believe that policy-makers have taken the right course of action [and that] a sustainable recovery is the odds-on bet." 

He warns, however, that the recovery will be fuelled by a return of confidence in the financial system and that if that confidence is again shaken as it was in 2008, the recovery could come crashing down. 

He recommends an overweight position for equities, at about 55% of the portfolio (compared with a 50% neutral weighting), because the returns on fixed income and, in particular, cash, leave little alternative. 

"Inflation is not a near and imminent danger, but we believe that yields of 3.35% on 10-year Canada [Treasury bonds] are not adequate compensation for the inevitable risks that are down the road, probably 24 to 36 months." 

Within the equity space, he says he is biased in favour of cyclical sectors, selling off utilities, healthcare and consumer staples stocks and adding to positions in technology, consumer discretionary, materials and energy. 

Canadian banks were unfairly tarred with the same brush as their global brethren, selling off in 2008, but Taylor says he feels vindicated in holding on to them. He is now looking for opportunities to rotate out of banks and into life insurers and asset management firms. 

"The risk at this point in time may be that folks get too conservative, too soon and that they underestimate the longevity of the turn that we have seen," Taylor says. 

6. Fund industry hit with redemptions

(November 04, 2009) The Canadian mutual fund industry was hit with redemptions in October, with investors pulling out somewhere between $262.2 million and $762.2 million, according to preliminary data from the Investment Funds Institute of Canada. 

"Markets took a breather at the end of October which capped off seven months of exceptional growth in assets under management," said Pat Dunwoody, vice-president of member services and communications with IFIC. "Assets remain about $50 billion above where they were at this point last year and we continued to see strength in long-term fund sales last month."

Net industry assets at the end of October were between $569.3 billion and $574.3 billion, down 1.87% from September's total of $582.7 billion.

CI Financial reported net sales of $191 million for the month of October, with net long-term fund sales of $196 million between its two subsidiaries, CI Investments and United Financial. Investors pulled $5 million out of money market funds. 

Assets under management at month end were $63.7 billion, including investment funds and structured products totalling $59.7 billion, and $4.0 billion in institutional assets. 

DundeeWealth reported net sales of $180 million, with $322 million in net long-term fund sales partially offset by money market redemptions. Total mutual fund assets under management at the end of October were just under $24 billion. 

TD Asset Management reported total net fund sales of $158 million, with long-term fund net sales totaling $624 million, and money market fund net redemptions of $466 million. Assets under management totaled $53.2 billion as of the end of October. 

"For the second straight month, we have experienced record net sales of our long-term funds, capping off what has been a period of tremendous momentum for our business," said Thomas Dyck, president, TD Mutual Funds. "We are especially proud to have finished the fiscal year ending October 31st in number one position for net sales of long-term funds in Canada."

Investors Group reported $29.4 million in net new money, with $28.5 million in net long-term fund sales. Total assets at the end of the month were $55.3 billion, up $5 billion from October 2008. 

Mackenzie Financial announced total net redemption of $197.5 million, including $181.6 million in net redemptions from long-term funds and $15.9 million in net money market fund redemptions. 

The company ended the month with $61.4 billion in assets under management, up from $57.2 billion at the end of October 2008. 

AGF Management reported net redemptions of long-term mutual funds were $65.2 million, with another $13.1 million pulled from money market funds. The company also reported total mutual fund assets under management of $22.2 billion at month end. 

RBC Asset Management and Phillips, Hager & North announced net redemptions of $884 million, with $1.4 billion coming out of money market funds. Long-term funds experienced positive net flows of $477 million. 

"Strong appetite for fixed income solutions translated into robust inflows into our individual mutual funds as well as our Portfolio Solutions, which attracted $303 million of net sales," said Doug Coulter, president of RBC AM.

7. Unemployment rate hits 8.6%

(November 06, 2009) Canada's economy shed more than 43,000 jobs last month in a clear indication that the struggling economy is still feeling the aftershock of the deep recession that erupted a year ago. 

The unexpectedly large job loss — the consensus of economists was for a gain of 10,000 — pushed Canada's unemployment rate up two-tenths of a point to 8.6% and reverses much of the previous two months' jobs rebound. 

Rising unemployment in the early stages of a timid recovery from recession is not considered unusual, but the October data revealed unusual weakness given the hopeful signals of the previous two months. 

Not only did 43,200 jobs vanish into thin air in October — the result would have been worse without the pick-up of 27,500 in self- employment during the month. 

That meant there were 70,700 fewer actual employees in October — 45,200 fewer in the private sector, and 25,600 less in the public sector. 

However, the result somewhat supports Statistics Canada's lesser-known industry tracking, which has recently reported mounting job losses even while the better-known labour market survey was detecting increases. 

Bank of Montreal economist Michael Gregory said he was prepared for a weaker number than the consensus, but the extent of the job losses still came as a surprise. 

And following a flat gross domestic product reading for July, followed by a slight contraction in August, he said there are real doubts about whether Canada has emerged from recession at all. 

The Bank of Canada and private sector economists have predicted the economy would grow in the July-September quarter, after three negative quarters, but there has been widespread grassroots debate about whether the recession ended. 

"Technically, we could still be in recession," Gregory said. "You are in recession until there is evidence you are not." 

In a weak economy, economists discount self-employment gains as mostly involuntary, the result of enterprising Canadians who have tried but cannot find regular employment. 

CIBC chief economist Avery Shenfeld noted that the October's job decline almost reverses the 58,000 job gains Statistics Canada found the previous two months. 

"That the earlier run-up may have, in part, been statistical noise," he said. 

"Put the last three months together, and the trend shows very small net hiring on average, a result that is much more consistent with the limited growth we've thus far seen in economic output." 

Not all the details in the October data were gloomy, however. 

Statistics Canada noted that all of the job losses were part-time, and that, including self-employment, there was a net increase of 16,500 full-time jobs. 

As well, hourly wages were 3.3% higher than a year ago, well above Canada's official inflation rate. 

But that's where the good news ended. The agency said the October data pushes the job loss total since October 2008, when the global recession began in Canada, to 400,000, or 2.3% of the labour force. 

The employment decline in the private sector has been more precipitous, a 4.1% fall. 

"Since October 2008, employment has fallen in most industries, with the steepest declines in manufacturing (-11%), natural resources (-11%), construction (-5.8%), and transportation and warehousing (-5.8%)," the agency said in a note. 

Canada's peak-to-trough data still look good in comparison to the U.S., but last month it was Canada that came off worse. The U.S. said Friday 190,000 jobs vanished from its economy in October. 

Given that the U.S. labour force is nine times larger than Canada's, "the October numbers were far worse north of the border," said economist Erin Weir of the United Steelworkers union. 

The majority of the losses last month came in retail and wholesale trade, which shed 31,000 jobs. Employment in the natural resources sector also fell by 11,000, continuing a downward trend that began in February. 

On the plus side, construction jobs edged up, as did transportation and warehousing, while the weak manufacturing sector was mostly unchanged. 

Regionally, Alberta, British Columbia and Newfoundland suffered the greatest number of job losses proportionally. 

Have a nice and fruitful week!

