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1. Market closes for Friday, January 15, 2010:

	North American markets
	


	 
	Close
	Change
	YTD

	Dow Jones
	10,609.65
	-100.90 or -0.94%
	+1.74%

	S&P 500
	1,136.03
	-12.43 or -1.08%
	+1.88%

	NASDAQ
	2,287.99
	-28.75 or -1.24%
	+0.83%

	TSX Composite
	11,685.37
	-119.01 or -1.01%
	-0.52%


	International markets
	


	 
	Close
	Change
	YTD

	Nikkei
	10,982.10
	+74.42or +0.68%
	+4.13%

	Hang Seng
	21,654.16
	-62.79 or -0.29%
	-1.00%

	SENSEX
	17,554.30
	-30.57 or -0.17% 
	+0.51%

	FTSE 100
	5,455.37
	-42.83 or -0.78%
	+0.78%

	CAC 40
	3,954.38
	-61.39 or -1.53%
	+0.46%

	DAX
	5,875.97
	-112.91 or -1.89%
	-1.37%


	Bonds
	


	Bonds
	$Current
	$Previous
	%Yield

	Cdn. 10-year bond
	102.04
	101.70
	3.49

	Cdn. 30-year bond
	115.60
	115.10
	4.05

	U.S. 10-year bond
	97.50
	97.13
	3.68

	U.S. 30-year bond
	96.64
	96.06
	4.58


	Currency
	


	BoC Close
	Today
	Previous

	Canadian $
	0.9714
	0.9771

	US $
	1.0294
	1.0234

	
	
	


	Euro Spot Rate
	Today
	Previous

	Canadian $
	0.6756
	0.6740

	Euro
	1.4802
	1.4837


	Commodities
	


	Gold
	AM
	PM

	London Gold Fix ($US)
	$1,137.50
	$1,128.00


	Oil
	Open
	Change

	WTI Crude Future (US)
	$78.10
	-$1.38 or -1.74%


2. Real estate rebounds, but no bubble yet: Scotia

(January 11, 2010) The global housing market that plunged the world economy into recession continues to recover, according to a report by Scotia Economics. In fact, the recovery appears to be gaining momentum.

The Global Real Estate Trends report points out policy-makers around the world have chipped in to make the rebound possible, with central banks ensuring low borrowing costs and governments offering direct incentives. 

"The pickup in housing activity, even if only modest, is providing much-needed fuel for the global economic recovery," said Adrienne Warren, senior economist, Scotia Economics. "Housing is a highly cyclical, interest rate sensitive sector, which typically leads the broader economy. 

Canada, which rode through the global recession in far better shape than many other major markets, is leading the way out of the real estate downturn. 

"Inflation-adjusted average home prices in the July to September period were up 11% from the same quarter a year ago, a dramatic turnaround from the 10% yearly decline recorded in the opening months of 2009, Warren said. "According to the report, available monthly data point to a further strengthening in the final quarter of the year." 

Scotia Economics estimates there were 465,000 homes sold last year, based on data from the Multiple Listing Service (MLS). That marks a 7% increase over 2008. The additional activity helped boost average home prices by 4%, to about $315,000. 

Builders contributed to the higher prices as well, by cutting back on new starts, which fell nearly 31% to 146,000. Warren says talk of a new real estate bubble is premature, as the limited supply provides fundamental support. 

"We expect housing demand will remain strong through the key spring sales season as buyers attempt to pre-empt the inevitable rise in interest rates, and improving labour markets bolster confidence," said Warren. "Reduced affordability, through a combination of higher home prices and borrowing costs, will eventually cool demand, though probably not until much later in 2010." 

Markets that were home to some the more outrageous price run-ups leading into the recession — such as the U.S. and U.K. — continue to see falling average house prices, but the rate of decline has eased up. 

"A shortage of homes for sale, alongside strengthening housing demand, is contributing to the firming in prices in a number of countries, including Canada, Australia and the U.K.," said Warren. "New construction essentially ground to a halt at the onset of the global financial crisis in the fall of 2008, and has yet to fully recover."

3. Federal budget officer at odds with Flaherty

(January 12, 2010) The country's budget watchdog is contradicting Finance Minister Jim Flaherty, saying he cannot balance the books without raising taxes or slashing spending. 

Parliamentary Budget Officer Kevin Page warned yesterday that Canada could be headed back to the financial bad old days of the 1970s and 1980s when the country was crippled by public debt. 

Page, who is known for his outspoken assessment of government spending, says drastic measures will be needed, either in the form of spending cuts or tax increases. 

He says Ottawa doesn't appear to have any fiscal targets in mind "and that's not a good place to be." 

Page will deliver a report tomorrow that will look at the next five years. It will spell out the magnitude of the "structural" deficit and — if not checked by spending reduction or tax increases — the potential negative impact on Canada's struggling economy. 

Flaherty repeated his assertion yesterday that Ottawa can, over time, balance its books without having to raise taxes or cut spending. He says savings can be achieved by keeping the increases in spending on federal programs from growing as fast (3.3% annually) as they have in recent years. 

4. Weizhen Tang returning to Toronto: Lawyer

(January 13, 2010)  The lawyer for financial advisor Weizhen Tang — who's accused of orchestrating a Ponzi scheme that allegedly defrauded investors of tens of millions of dollars — said his client told him he was scheduled to return to Toronto on Wednesday. 

Loftus Cuddy said in a telephone interview Wednesday that Tang had confirmed his plans to return from China. 

But Cuddy said he doesn't plan to be at Pearson International Airport when Tang arrives and doesn't know if he'll represent him because Tang is broke and may have to apply for legal aid. 

Tang, 51, had indicated on his website he would board a flight from Shanghai that's due to arrive at Pearson airport Wednesday evening. 

Toronto police issued a Canada-wide arrest warrant this month for Tang, who will face a charge of fraud over $5,000 once he is back in Canada. 

Const. Wendy Drummond said officers will be at the airport to meet the plane. 

"We have received information that a person using Mr. Tang's identity is on board a plane destined to Toronto," Drummond said. 

However, until police are able to meet the plane and confirm the person is the Canadian wanted under the warrant, they won't know for sure it is Tang, Drummond said. 

If it is, he will be arrested, processed and will appear in court, likely Thursday morning, she said. 

The warrant is in addition to 12 counts of breaching the Securities Act laid last June by the Ontario Securities Commission in connection with the hedge fund Tang administers, the Oversea Chinese Fund Limited Partnership. 

It's alleged that between January 2006 and March 2009, more than 100 victims were defrauded of approximately $30 million through an online trading Ponzi scheme. Toronto police allege there were victims in the United States, China and Canada, including one Toronto-area resident who allegedly lost $2.4 million. 

A police investigation was launched in April 2009 after a number of people walked into a Toronto police division to complain that they'd been defrauded. 

Arrangements had been made between police and Cuddy in November to bring the suspect back to Canada in late December, but he did not return and police said they believed he was trying to raise money for his defence in Asia. 

Tang had been planning to return to Canada on Dec. 29 and had asked for an extension but police were not happy with that, his lawyer said. 

A native of mainland China, Tang came to Canada in the 1990s. He is a Canadian who lives in Toronto with his wife and children and his company is based in the city, Cuddy said. 

A well-known figure in Toronto's Chinese community, Tang helped fund the Chinese Lunar New Year Show and put on investment summits that featured economists from China and the United States. 

The Ontario Securities Commission alleges Tang committed securities fraud. He's also accused of unregistered trading in securities and illegal distributions of securities. His trial in provincial court in that case is scheduled to begin April 19. 

Earlier this month, the commission put out an investor warning that said Tang may be soliciting residents of Ontario for investment purposes and that previous Oversea Chinese Fund investors, their family or friends may be targeted. 

Last April, a federal judge in Dallas granted a request by the U.S. Securities and Exchange Commission for emergency relief for investors, freezing the assets of Tang and several of his businesses, including the Texas-based WinWin Capital Management LLC. The judge appointed a receiver to take control of Tang's assets, which also include WinWin Capital Partners LP and Bluejay Investment LLC. 

The U.S. complaint alleges Tang has already told investors of the Ponzi scheme. 

In February, the U.S. commission said, he acknowledged in a letter to clients that he tried to conceal trading losses and attract new investors to his hedge fund by posting false profits on account statements and using funds from new investors to pay at least US$8 million in fake profits to earlier investors. 

5. Ottawa stuck with a massive structural deficit

(January 13, 2010) The federal government will face a big structural deficit in the coming years that can only be overcome by taking dramatic action, Canada's Parliamentary Budget Officer said Wednesday.

In his latest report on Ottawa's deteriorating fiscal position, Kevin Page said the government will have a structural deficit of $18.9 billion in the 2013-14 year. 

That represents the difference between what the government takes in in revenues and what it spends, even with the economy recovered from recession. 

The most concerning aspect of the report is that Page calculates the government's structural deficit will grow rather than shrink even during the years the economy is growing. 

"We've been thrown off track," Page said in a briefing to reporters.

Page said the problems currently facing the government are temporary in that the recession is ending and fiscal stimulus will be wound down after March 2011. 

But the bigger problem going forward is a structural one, where government revenues will continue to shrink relative to the past, in part because of the aging population. 

Page says the structural deficit will be in the range of one per cent of gross domestic product. That is about the same as the structural surplus that existed in the early part of the decade before the Conservative government came to power and cut the GST, depriving Ottawa of about $13 billion in annual tax revenues. 

6. Growth will tail off in second half: CIBC

(January 14, 2010) The North American economy may be advancing at present, but there is a real risk that policymakers will get the timing wrong, withdraw stimulus and choke off growth, according to economists at CIBC World Markets. 

Government spending and record low interest rates may be all that's keeping the economy growing at this point in the recovery, and removing these measures prematurely could result in the dreaded "double-dip" recession. 

In light of this possibility, the bank is predicting strong growth early in the year, tapering off in the second half. 

"We've lifted our first-half growth forecasts materially for both the U.S. and Canada to the 3.5% range," says chief economist Avery Shenfeld in CIBC's latest Economic Forecast report. "Heroic rescue efforts have clearly paid off. While those still in the ranks of the unemployed might not see it that way, record low interest rates and huge fiscal stimulus around the globe brought both economies and financial markets back from the brink." 

In the U.S., the private sector's contribution to growth is largely in the form of inventory replacement, which should abate in the second half of the year. Consumers will remain focused on debt reduction and saving, with consumption trailing as a priority.

Meanwhile regulators are considering tighter capital requirements for the banking sector, which would result in tighter credit for both households and businesses. 

"All of that could see U.S. GDP advance at 2.8% for the year as a whole, but buried within that will be a mere 1% second half pace, and the growing pressure for fiscal restraint has us cutting our 2011 forecast by a full percentage point to 2.4%," Shenfeld says. 

Tighter monetary policies in Europe and China show both are more concerned with stemming inflation than stimulating growth, which could have an impact in Canada. 

"If the past two years taught us anything, it's that our small open economy can't chart its own course," Shenfeld says. The manufacturing and resource sectors will come under pressure as foreign demand declines. 

But of greater concern is that the Bank of Canada could raise interest rates too soon, driving up the value of the Canadian dollar and hurting the export sensitive sectors of the economy. 

Historically, the Bank of Canada has raised rates ahead of the U.S. Federal Reserve. Shenfeld expects the Bank will make the same mistake this time around, raising rate by 75 bps in the third quarter. 

In the U.S., the Fed will likely hold onto it's near-zero rate policy for as long as possible, before raising rates in 2011. Fixed income markets will see flatter returns, as issuance of both sovereign and corporate debt soars. 

"The stock market could get a decent year's return in the first six months, when year-on-year earnings comparisons will be against the depths of the recession, macro growth rates will be fairly healthy, and resource prices could still be climbing," Shenfeld adds. "While comparable fixed income yields won't be as low as they are today, the gap between TSX dividend yields and those on bonds is very narrow, and expectations for dividend growth in 2010 and beyond should see yield-hungry investors supporting another leg higher for the TSX." 

American sentiment spikes
While CIBC predicts the North American economy will struggle, current conditions are far better than in 2009. 

South of the border, U.S. consumer confidence has bounced back, reaching its highest point since September 2008, according to the RBC CASH (Consumer Attitudes and Spending by Household) Index.

"The latest increase seems to be based on the recent string of positive economic news," said RBC Capital Markets U.S. economist Tom Porcelli. "This bodes well for continued improvement in consumer confidence, which will be crucial to economic recovery." 

The index spiked in January, climbing 19.3 points from December to a reading of 58.3. One of the biggest drivers of that gain was consumers' expectations on the employment front. The RBC Jobs Index gained 16.5 points to 67.9, as job losses slowed and workers felt more secure. Sixty two percent of respondents said someone in their immediate social circle had lost their job, compared to 71% in December.

Economic outlook improved, with the Expectations Index climbing 27.2 points to 67.6. The latest survey found 38% of consumers believe their local economy will be stronger six months from now, up from 35% in December. Only 15% believe it will continue to weaken, compared to 19% in December. 

One quarter of consumers rated their personal financial situation as strong, up from 21% in December, while 32% characterized their situation as weak. 

7. Tang makes court appearance

(January 14, 2010) A Toronto-based financial advisor who returned from China to face allegations he defrauded investors of tens of millions of dollars is making a court appearance.

Weizhen Tang was taken into custody when his Air Canada flight arrived at Pearson International Airport on Wednesday evening. 

Today, Tang made a brief appearance in court before the case was put over until the afternoon, when a decision will be made on whether his bail hearing will begin today or at a later date. 

Toronto police had issued a Canada-wide arrest warrant for Tang, 51, who has been charged with fraud over $5,000. 

The fraud warrant is in addition to 12 counts of breaching the Securities Act laid against Tang last June by the Ontario Securities Commission in connection with the hedge fund Tang administers, the Oversea Chinese Fund Limited Partnership. 

It's alleged that between January 2006 and March 2009, more than 100 victims were defrauded of approximately $30 million through an online trading Ponzi scheme. 

Toronto police allege there were victims in the United States, China and Canada, including one Toronto-area resident who allegedly lost $2.4 million. 

8. Crown: Jones deserves 11 years

(January 15, 2010) Prosecutors are recommending an 11-year sentence for a former financial adviser who duped investors of about 50 (m) million dollars. 

Earl Jones pleaded guilty today to two fraud charges. 

In exchange, the Crown withdrew eight initial charges of fraud and theft laid against him last summer. 

Jones didn't address the packed Montreal court other than to mumble ``sorry'' in a choked voice before he was taken into custody. 

Both the Crown and Jones' lawyer are suggesting a prison term of 11 years when he is sentenced February 15th. 

Jones ran a Ponzi scheme that many elderly investors say led to the disappearance of their life savings. 

Some of Jones' former clients as well as relatives of others were in court today. 

Kevin Curran, the son of a fraud victim, says he wishes the Crown had suggested the maximum sentence of 14 years -- but he was happy to see Jones led away in handcuffs. 

Have a nice and fruitful week!

