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1. Market closes for Friday, December 11, 2009:
	North American markets
	


	 
	Open
	Change
	YTD

	Dow Jones
	10,471.50
	+65.67 or +0.63%
	+19.31%

	S&P 500
	1,106.41
	+4.06 or +0.37%
	+22.49%

	NASDAQ
	2,190.31
	-0.55 or -0.03%
	+38.89%

	TSX Composite
	11,423.93
	-40.64 or -0.35%
	+27.11%


	International markets
	


	 
	Open
	Change
	YTD

	Nikkei
	10,107.87
	+245.05 or +2.48% 
	+14.09%

	Hang Seng
	21,902.11
	+202.07 or +0.93%
	+52.23%

	SENSEX
	17,119.03
	-70.28 or -0.41%
	+77.45%

	FTSE 100
	5,261.57
	+17.20 or +0.33%
	+18.66%

	CAC 40
	3,803.72
	+5.34 or +0.14%
	+18.20%

	DAX
	5,756.29
	+47.27 or +0.83%
	+19.67%


	Bonds
	


	Bonds
	$Current
	$Previous
	%Yield

	Cdn. 10-year bond
	103.04
	103.28
	3.37

	Cdn. 30-year bond
	116.80
	116.90
	3.99

	U.S. 10-year bond
	98.62
	99.06
	3.54

	U.S. 30-year bond
	98.00
	98.09
	4.50


	Currency
	


	BoC Close
	Today
	Previous

	Canadian $
	0.9435
	0.9520

	US $
	1.0599
	1.0545

	
	
	


	Euro Spot Rate
	Today
	Previous

	Canadian $
	0.6449
	0.6460

	Euro
	1.5505
	1.5479


	Commodities
	


	Gold
	AM
	PM

	London Gold Fix ($US)
	$1,140.00
	$1,124.00


	Oil
	Open
	Change

	WTI Crude Future (US)
	$69.64
	-$0.90 or -1.28


2. Too early to call lasting recovery: Bernanke

(December 07, 2009) Despite some economic improvements, Federal Reserve chairman Ben Bernanke warned Monday it's still too soon to declare that the budding recovery will last. 

"We still have some way to go before we can be assured that the recovery will be self sustaining," Bernanke said in prepared remarks to the Economic Club of Washington.

The Fed chief repeated his belief that the recovery will continue at least into next year. But he cautioned that the U.S. economy is confronting some "formidable headwinds" — including a weak job market, cautious consumers and still-tight credit. 

Those forces "seem likely to keep the pace of expansion moderate," he said. 

Some private forecasters continue to worry that the recovery could fizzle in the latter part of 2010 as government stimulus fades. 

The state of the American economy is closely watched in Canada, which depends on exports to the United States for the largest portion of its exports — be they natural resources, services or manufactured goods. 

Although Canada entered recession several months after the United States, and has suffered less in some sectors, such as financial services and real estate, both countries are dealing with high unemployment and added government spending calculated to soften the blow and restore consumer and business confidence. 

A cautiously optimistic Bernanke said he expects "modest" economic growth next year. That should help push down the U.S. unemployment rate — now at 10% — "but at a pace slower than we would like," he acknowledged. 

Under one Fed forecast released last month, the jobless rate would remain stubbornly high next year — ranging from 9.3% to 9.7%. The Fed has warned that it could take five or six years for the job market to return to normal. 

To nurture the recovery, the Fed has kept rates at record low near zero for a year. The central bank is widely expected to leave rates at those super-low levels at its meeting on Dec. 15-16. By doing so, the Fed hopes to entice people and businesses to boost spending, which would aid the recovery. 

Despite all the negative forces, consumers recently have shown their resilience and kept spending. Home sales have firmed, helped by the government's tax buyer credit. Car sales were aided by the U.S. government's now-defunct "Cash for Clunkers" rebates.

Business spending on new equipment and software also showed signs of stabilizing, and better economic conditions abroad have boosted U.S. exports. 

3. Pensions underfunded by $50 billion

(December 07, 2009) Corporate pensions were in bad enough shape at the start of 2008, but the market decline that began in the fall has left them in the worst shape in years.

A MoneySense magazine study of defined benefit pensions offered by the 100 largest public companies found that, as a group, they were underfunded by $50 billion. Plans were assigned one of three ratings and there is wide variation between the best and worst on the list.

The good news is that only eight of the 100 plans landed in the "danger" classification. Thirty-four were rated as "on alert" while the remainder were considered "safe" in the magazine’s survey.

These ratings were based on two factors: the percentage by which the plan is underfunded and the risk that the company sponsoring the plan will go bankrupt.

Plans were deemed to be in the danger category if they were underfunded by 50% or more or if they were underfunded by more than 20% and there is a chance that the associated company could go bankrupt in the next two years. 

The full report is on news stands now and will be made available on MoneySense.ca.
4. BoC leaves rates untouched

(December 08, 2009) The Bank of Canada will maintain its target overnight rate at 0.25%, with the trend-setting bank rate remaining at 0.5%, the bank announced on Tuesday, Dec. 8.

"While significant fragilities remain, global economic developments have been slightly more positive and the global outlook has improved modestly relative to the bank's projection in its October monetary policy report," the bank said in a release.

Economic production continued to shift away from exports and move toward domestic consumption, resulting in weaker than expected GDP growth in Q3. Meanwhile core inflation is slightly higher than the bank expected.

"The bank continues to expect economic growth to become more solidly entrenched over the projection period and inflation to return to the 2% target in the second half of 2011," the bank said.

Interest rates will remain at current levels until the end of the Q2 2010 in order to reach that 2% target.

5. Ignatieff calls for pension reform 

(December 09, 2009) Liberal leader Michael Ignatieff is backing the idea of a supplementary government pension plan, saying Canadians are not saving enough for retirement.

"We are calling on the government to make saving and full retirement easier and more secure for all Canadians," Ignatieff told reporters in Ottawa on Tuesday, Dec. 8.

The proposed supplementary Canada pension plan would provide another option for retirement savings and increase the savings rate for Canadians.

"It allows [Canadians] to confront a challenge, many of us are unwilling to face that we just haven't put enough away for a rainy day," he said.

The proposed plan sounds similar to the Alberta/B.C. (ABC) plan, which is expected to be implemented in lieu of a workable federal solution.

An original aspect of the Liberal plan is to give pension plan beneficiaries the option to pool their plan with the Canadian Pension Plan in the event the plan sponsor goes bankrupt.

"So when a company goes bankrupt and pensioners are needing help, they could elect to have the CPP step in and manage their pension fund assets for growth though a trusted vehicle like the CPP," Ignatieff said.

The Liberals are also looking for changes to the Bankruptcy and Insolvency Act to protect pensioners when companies go bankrupt, particularly those on long-term disability. Such pensioners are currently at risk of losing all pension benefits in the event of a plan sponsor bankruptcy, and the Liberal's plan would improve their status to preferred creditor.

The federal conservatives recently announced proposed reforms for federally regulated pension plans, which account for only 7% of Canada's pension system. The proposals received mixed reviews, with many experts concluding that they amount to small improvements to a system facing systemic flaws and that a larger-scale approach is needed.

A November 2008 report by Alberta/British Columbia Joint Expert Panel on Pension Standards recommended the creation of the ABC Plan, available to all workers for which individual employers would not have any fiduciary responsibility. The plan envisions creating sufficient economies of scale to enable employees and employers to participate at low cost — as much as 50 basis points — in a defined contribution plan.

According to Alberta Finance Minister Iris Evans, the ABC template is also being considered by Saskatchewan, Ontario, New Brunswick and Nova Scotia, and that the pressure on the federal government to take action is increasing.

Federal and provincial finance ministers are meeting in Whitehorse on Dec. 17 and Dec.18 where pension reform is expected to figure prominently on the agenda.

6. Emerging markets to lead in 2010, bonds decline

(December 10, 2009) With 2009 all but written up in the history books, market watchers are turning their eyes toward 2010. Given the tumult of the past year, with markets cratering in March only to roar back through the second and third quarter, a period of sedate returns is likely welcome.

Investment returns for 2010 will be driven by three factors — corporate earnings, inflation and policy decisions — according to global asset manager Standard Life Investments. Interest rates will remain at historical lows as policymakers try to stoke the economic engine. 

"Inflation will remain a problem for many central banks in 2010," says Andrew Milligan, head of global strategy at Standard Life Investments. While core inflation will remain low, "temporary factors" may cause spikes in headline inflation rates. 

"Weak underlying inflation reflects the sizeable amount of excess capacity, such as double digit unemployment rates," he says speaking from the UK perspective. "2010 looks set to be a year of the 'jobless recovery', similar to the early 1990s, good for corporate profitability but a noticeable headwind for consumer demand. 

"Further ahead, inflation remains a risk for investors if central banks and governments do not successfully manage the withdrawal of excess liquidity from the financial system." 

Cheap money will not only fuel inflation, but force income investors further out on the risk curve. 

"Government bonds remain attractive while inflation is low, although the implications of the quantitative easing and rate decisions will eventually prove a major headwind," Milligan says. "After most OECD recessions, the first year or two of recovery normally see a very sharp recovery. On this occasion, 2010 is not expected to be a year of above trend global growth." 

While corporate profits will grow, Milligan questions whether that growth will keep pace with market expectations. 

"Analysts are forecasting earnings growth up some 20-25% over the coming 12 months. The key issue for many companies and stock markets is their exposure to the faster overseas parts of the global economy rather than slower growing domestic earnings." 

He points out that roughly two thirds of UK equity market profits come from overseas. 

A better bet might be to cut out the middleman, and invest in the emerging markets themselves, which are primed to post the best returns once again, according to UBS Wealth Management Research. 

As an asset class, emerging market equities should deliver total returns in the neighbourhood of 15% over the coming year. In comparison, developed markets are expected to return about 10%, including dividends.

"In Wealth Management Research's view, favorable valuations suggest that investors should remain exposed to corporate securities at the beginning of 2010," UBS said in a report. "As the year advances, it will be important to determine whether earnings have truly embarked on an upswing." 

The strong economic performance of the emerging markets will boost commodity prices, which UBS also points to as a diversification play. 

As most commodities are globally priced in U.S. dollars, rising prices could force the greenback lower. 

The global recovery should continue, the bank's research team suggests, but it will be a "bumpy road." Central bank rate hikes are inevitable, but their timing will be critical in avoiding further financial market setbacks. 

Government bonds are expected to disappoint, and UBS recommends reducing portfolio exposure, especially in the case of long-dated bonds. For risk averse investors, investment-grade corporate offerings should provide a better returns with only marginally greater risk. 

7. Stimulus impact to be felt next year: Flaherty

(December 11, 2009) Federal stimulus projects are starting to snowball just as the economy is improving, Finance Minister Jim Flaherty said Friday. 

Flaherty says federally funded construction projects are now gathering speed as engineering studies and environmental assessments are completed. 

"They are snowballing, if I can put it that way," he said in Quebec City. 

"They are gathering momentum as we go forward, as engineering studies are done, as environmental assessments are done. So there'll be a lot of cash flow next year into the Canadian economy." 

Earlier this year, in the depths of the recession, Ottawa earmarked billions for infrastructure projects. 

The opposition spent months warning that the money wasn't going out quickly enough, while the government made procedural changes to speed up the delivery process. 

Now there are signs the recession is petering out. 

The finance minister told a news conference in Quebec City that there are encouraging signs. 

"We have seen improvements in business confidence, certainly. We are seeing an increase — some increases — in private-sector investment, although we are not comfortable yet that we're at a place where we can stop the stimulus measures," he said. 

"The job situation has also stabilized in the last several months, which is always encouraging." 

8. National Bank faces fine for ABCP role

(December 11, 2009) National Bank of Canada may be fined about $70 million by regulators as a result of its role in selling asset-backed commercial paper, the Globe and Mail reported.

The country's sixth-largest bank is facing the heftiest fine because it was one of the biggest sellers of paper before the market froze in 2007, according to the Globe's sources.

Other banks — including Bank of Nova Scotia and Canadian Imperial Bank of Commerce — are being asked to pay more than $20 million each, said the Globe.

Have a nice and fruitful week!
