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1. Market closes for Friday, November 13, 2009:

	North American markets
	


	Dow Jones
	10,270.47
	+73.00 or +0.72% 
	+17.02%

	S&P 500
	1,093.48
	+6.24 or +0.57%
	+21.06%

	NASDAQ
	2,167.88
	+18.86 or +0.88%
	+37.47%

	TSX Composite
	11,407.68
	+46.92 or +0.41%
	+26.93%


	International markets
	


	 
	Open
	Change
	YTD

	Nikkei
	9,770.31
	-34.18 or -0.35%
	+10.28%

	Hang Seng
	22,553.63
	+156.06 or +0.70% 
	+56.76%

	SENSEX
	16,848.83
	+152.80 or +0.92% 
	+74.65%

	FTSE 100
	5,296.38
	+19.88 or +0.38%
	+19.44% 

	CAC 40
	3,806.01
	-2.06 or -0.05%
	+18.27%

	DAX
	5,686.83
	+22.87 or +0.40%
	+18.22%


	Bonds
	


	Bonds
	$Current
	$Previous
	%Yield

	Cdn. 10-year bond
	102.26
	102.03
	3.50

	Cdn. 30-year bond
	116.95
	116.30
	4.02

	U.S. 10-year bond
	99.62
	99.50
	3.42

	U.S. 30-year bond
	100.39
	101.81
	4.35


	Currency
	


	BoC Close 
	Today
	Previous

	Canadian $
	0.9524
	0.9469

	US $
	1.0505
	1.0561

	
	
	


	Euro Spot Rate
	Today
	Previous

	Canadian $
	0.6379
	0.6380

	Euro
	1.5675
	1.5674


	Commodities
	


	Gold
	AM
	PM

	London Gold Fix ($US)
	$1,107.50
	$1,115.75


	Oil
	Open
	Change

	WTI Crude Future (US)
	$76.40
	-$0.54 or -0.70%


2. Slash capital gains tax, IIAC urges

(November 09, 2009) The introduction of the tax-free savings account is all well and good, but if the president and CEO of the Investment Industry Association of Canada had his way, you wouldn't need it for small cap stock investments. 

Speaking to a lunchtime audience, hosted by the Canadian Club of Toronto, Ian Russell called on the federal government to reduce or even eliminate capital gains taxes realized on smaller companies, say, those with a market cap under $100 million. 

"The Canadian economy will only become more productive if Canadian investors get back into the game," he said. "They play a vital role — providing liquidity and promoting the price discovery process." 

While capital gains already enjoy tax-advantaged status due to their 50% inclusion rate, that still leaves top-margin taxpayers with a rate of 24%, compared to just 15% in the U.S. 

"High effective capital gains tax rates discourage economic activity. That just holds down tax revenues," he said. "If we are to tax wealth, then first we have to create it." 

An influx of fresh capital into smaller companies would spur the creation of far more jobs than any government stimulus program, he argued, making such a program a net-gain for government coffers. 

This recommendation was one of many that Russell made in a speech entitled Smart Reforms Ensure Competitive and Sound Markets. He also called on governments to make it easier for boomers to rebuild their retirement savings, as they now face very limited time horizons. 

A key component of such a plan would be to allow older Canadians to make retroactive contributions to a TFSA. Because these contributions would still be made with after-tax dollars, the immediate impact on government funds would be limited, he suggested. 

But Canada should look beyond its tax system and aggressively pursue an array of regulatory reforms as well. Russell renewed his call for a single national securities regulator, comparing it to the great historical infrastructure projects that bound Canada together in the past: the construction of the Canadian Pacific Railway and the building of the nationwide telecommunications system. 

"Canada stands alone in the world with a balkanized regulatory system focused on local markets, local financings and transactions between local market participants," he pointed out. "To protect investors, regulation must look both inward and outward. It must be sufficiently localized to ensure the integrity of the investment process, and sufficiently centralized to focus on broad market developments." 

On transnational issue that global regulators are focusing on is the failure of the world's ratings agencies to accurately define the risks associated with the derivative products that were at the centre of 2008's financial seizure. 

"There is clearly a need for more robust analysis and better disclosure," Russell said. "But we must not try to solve the problem in different ways in different countries. Given the international nature of today's financial markets, we need a level global playing field for credit ratings." 

In the U.S., the Securities and Exchange Commission is already looking into reforms, as is the Committee of European Securities Regulators. If Canada wants to ensure that its voice is heard in any new regulations, it must speak up immediately. 

Reforms initially targeting credit default swaps did not pose much of a threat to the way business is conducted in Canada, he said, because the country does not really have a market in these instruments. But talks rapidly expanded at the G20 to include interest rate swaps, a market which is "very active" in Canada, according to Russell. 

"We have to keep informed in terms of the discussion and where it is going, but we also have to be prepared to implement some of the reforms," he said. 

Making up only a tiny portion of the global economy, Canada does a disproportionate degree of authority on regulation, despite its fractured securities regime. Strict oversight in the banking sector allowed the country to sail through the financial crisis with barely a scratch. 

"There's no question; the fact Canada came through the crisis far better than most other countries in the developed world, I think makes us far more credible in the global reform process," he said. "Canada got a lot of things right, so [the world] is going to listen to us as the reform process unfolds." 

3. Economic concerns erode RRSP plans: poll

(November 10, 2009) The past year of market volatility has had a small impact on Canadians' willingness to invest for retirement, according to Investors Group's eighth annual RRSP Investment Intentions poll.

Among respondents who plan to contribute to their RRSPs, 68% said they would continue to invest the same amount or more than last year. 

When it comes to the investments they plan to make, Canadians appear to be a little more conservative this year, with 44% saying they would choose "safe" investments. That's up only slightly from 40% in 2008, but more than double the 19% who aimed for safety in 2007. 

"Risk and return go hand in hand, but there's a difference between playing it safe and not playing at all," says Jack Courtney, assistant vice-president of advanced financial planning with Investors Group. "Too much caution could mean missed opportunities." 

Those nearing retirement were increasingly cautious in their investments, with 28% saying they would take a safer route, compared to 21% last year. Still, 38% said they will make no changes, compared to 46% in 2008. 

The economy has many Canadians worried that they will have to delay retirement, with 37% expecting they will have to work longer than anticipated, up from 28% who reported they would have to delay retirement last year. 

Not surprisingly, those households where someone has lost their job—16% of respondents—plan to work the latest in life. Fifty-four percent of this group said they would work longer, and 30% said they would continue to work even after they had entered "retirement." 

"Many Canadians may have had their confidence shaken by events of the past year, but investing in the stock market remains an important part of preparing for retirement," says Courtney. "Making a long-term plan, sticking to it and adjusting when necessary are all essential." 

The survey also found that 24% of respondents had opened a tax-free savings account in 2009 and that among this group 81% planned to invest the same amount or more in 2010. 

4. MFDA fines Toronto tax consultant

(November 11, 2009) The MFDA has issued a ruling against Purisima Dy, a Toronto tax consultant who submitted fake charitable donation receipts from 39 churches for approximately 1,200 of her clients. 

Dy has been fined $50,000 by the MFDA, prohibited from conducting securities related business in any capacity while in the employ of or associated with any MFDA member and has been charged $2,500 in costs. 

In July 2007, Dy was sentenced to two years in a jail after pleading guilty to one count of fraud and another charge of uttering forged documents in the case.

5. Ontario HST exemptions

(November 12, 2009) Ontario's finance and revenue ministers will announce this morning there will be more exemptions to the harmonized sales tax, although there was no mention of whether investment funds will be or not.

A government source has told The Canadian Press that prepared food and beverages that are sold for less than $4 will be exempt from the provincial portion of the blended tax that will go into effect next July.

The source says newspaper subcriptions will also be on that exemption list. 

Ontario Finance Minister Dwight Duncan and Revenue Minister John Wilkinson will announce the HST exemptions at an event at a Tim Hortons in west-end Toronto. 

The McGuinty government has already secured in its tax agreement with Ottawa that books, children's clothing and footwear, diapers, car and booster seats and feminine hygiene products will be exempt from the eight per cent provincial component of the tax. 

The ministers will also tout a recent report from tax expert Jack Mintz at today's event. 

The report says harmonizing the sales taxes combined with corporate and income tax cuts will help create an estimated 591,000 new jobs in the province over 10 years. 

Critics have complained that merging the Ontario sales tax with the five per cent federal GST will hike the cost of many items for consumers. 

The opposition notes that the merged tax will still apply to things like gasoline and home heating fuel. 

6. Canadian equity well positioned: Fidelity's Lemieux

(November 13, 2009) When you manage one of the country's largest domestic equity funds, you could probably be forgiven a little home country bias. Fidelity Canada's Maxime Lemieux, believes it's the continued growth of the emerging markets that ultimately places Canadian companies in good stead. 

Lemieux is one of the key presenters at Fidelity's Fall Tour, which is rolling across the country and addressing thousands of advisors. Interest in what he has to say is high, because he only recently assumed the top job of managing the company's massive Fidelity True North Fund, which cumulatively manages more than $5.7 billion. 

Lemieux, who was named Mutual Fund Manager of the Year for 2007 by Dow Jones MarketWatch, took over the reins on the True North Fund from Stephen Binder back in September. 

Starting from a macro-market view to determine to his broader investment outlook, Lemiuex works with more than 20 analysts at Fidelity's Team Canada to apply bottom-up analysis to find the right companies in which to invest. 

His macroeconomic view is that Canada has shaken off the global financial crisis remarkably well. Canadian companies are entering the recovery on much more solid financial footing, which allows them to capture opportunities in the global marketplace. The economy is also well positioned to grow by selling commodities and hard assets to emerging companies. 

He expects the investment trend that investors observed between 2002 and 2008— strong growth in commodities and a rising Canadian dollar—to continue to shape the fortunes of Canadian-based companies.

"You look at Royal Bank, for instance, which was far behind the top 20 banks in the world and it is now number four in North America. We escaped most of the shenanigans experienced in the U.S. market. We're coming out of storm with much better posture on that front. We don't have to do a lot of repair work that the U.S. does," he says. "To be blunt, if you invest in Canada, you've got to believe in the [continued growth of the emerging markets] or the BRIC countries." 

Lemieux says these countries have already restarted their infrastructure spending programs, which drove much of the global growth of this last decade. 

"These countries need more infrastructure, which means more commodities and more oil. This is part of the Canadian thesis — it's quite central. You need to watch what's going on in China and India and the emerging markets," he says. "Will that be like this forever? No. In fact, some of these countries are going to up the ladder and are going through this process right now. For the next one-to-three-year view on the world, things will be a continuity of what we saw between ’02 and 2008." 

Stay diversified

From these comments, you might assume that Lemieux will narrow the focus of his True North Fund. Quite the opposite, he intends to stay diversified across the Canadian marketplace.

"I do manage money in an active manner. I'm not here to run a focused fund. I think diversification lowers you're volatility in the long term and that helps you to build more stability," he says. 

Even in non-commodity sectors, he sees Canadian companies exhibiting comparative strength. 

"I think the U.S. recovery is going to take more time than expected and I even sometimes think this could be a W-shaped recovery. Once the government withdraws all its support programs in consumption, there could be a slowdown in demand," he says. "If we're back in the 2002 to 2008 trend, which means manufacturers solely based in Canada have to factor in higher costs day after day due to the rising loonie. They have zero-pricing power unless they are commodity-based companies. If you're a pure manufacturer in Canada, your goods are sold in the U.S., your cost structure goes up every day." 

Lemieux says many Canadian companies have already built in more efficient production processes to offset the rise in production, having learned from past experience. 

"The past six or seven years, that's one of the reasons that Canada has been able to weather the storm a little better than I initially thought," he says. "I've always put the emphasis on the fundamentals of a company. The reality is that there is a lot more macro-politics than investment style in my process. You need an opinion on the world." 

Fundamentals dictate stock selection

He adds, "I may have a macro view on one commodity; once I make that call, I will try to choose the best company in that sector. When you play with resource stocks, you have to be invested with companies that have long-lasting reserves and companies that have the lowest cash costs possible. You never know when the tide will turn on commodity prices." 

Ironically, his bottom-up security approach may mean that he ends up overweight or underweight a sector, if individual company fundamental analysis is weak.

"A sector can be overweight or underweight just by default, because when I turn over all the rocks of a given sector I just might not happen to like anything I find under those rocks," he says. 

Generally speaking, Lemieux says Canadian stock prices may still offers some upside over the mid-term, even if they appear fairly valued at the moment, after a massive run-up since March. 

"I think the free cash flow yields on corporations are very high. A lot of corporations are in the process of repairing their balance sheets and they've now got access to credit," he says. "I think with free cash flow yields being higher than before and interest rates being much lower than they have been, that creates a window where the market could stay at a high level. Earnings could start to catch up. I think we might be in for some more earnings surprises in the future, which at some point will put analysts in revision mode and they may have to raise some of their estimates." 

Have a nice and fruitful week!

