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1. Weekly Markets Changes 

[October 2, 2020]  

S&P TSX S&P 500 Dow Jones NASDAQ CAD/USD Gold WTI Crude 

16,199.25 

+133.9 +0.83% 

3,348.44 

+49.98 +1.52% 

27,682.81 

+508.9 +1.87% 

11,075.02 

+161.5 +1.48% 

$0.7513 

+0.48c +0.64% 

$1,899.84 

+38.26 +2.06% 

$37.05 

-3.20 -7.95% 

 

2. US futures and global markets rattled after Trump 

tests positive for coronavirus 
[October 2, 2020] Global markets and US stock futures were roiled on Friday 

by news that President Donald Trump and First Lady Melania Trump have 

tested positive for coronavirus. 

Dow futures were down 445 points, or 1.6%, roughly matching their initial 

move lower after Trump tweeted his condition. S&P 500 futures were down 

1.7% and Nasdaq futures were down 2.3%. The diagnosis is a destabilizing 

moment that raises questions about the election campaign and the US 

administration. 

"Tonight, @FLOTUS and I tested positive for COVID-19. We will begin our 

quarantine and recovery process immediately," Trump tweeted shortly before 

1 a.m. ET Friday. "We will get through this TOGETHER!" 

Stocks in Asia Pacific also slid on the news. Japan's Nikkei 225 finished down 

0.7%, while Australia's S&P/ASX 200 fell 1.4%. Other markets in the region, 

including those in Hong Kong, mainland China and South Korea, are closed 

for public holidays. European stocks were lower in morning trading, with 



the FTSE 100 dropping 1% in London, while France's CAC 40 shed 2% and 

Germany's DAX declined 1.1%. 

Oil futures also tumbled. US crude futures fell 4.3% to $37.06 per barrel, 

while Brent, the world oil benchmark, lost 4.2% to hit $39.20 per barrel. Both 

had settled lower on Thursday. 

"The Trump diagnosis is an immediate negative," said Jeffrey Halley, senior 

market analyst for Asia Pacific at Oanda, adding that safe haven assets will 

likely strengthen on the news. The Japanese yen has already surged and was 

last trading at about 105 yen per US dollar, up 0.4%. Gold prices were little 

changed at $1,913 per ounce. 

US stock futures were already trending lower earlier as the fate of a massive 

US economic stimulus plan remained uncertain, and as news broke that top 

Trump aide Hope Hicks had tested positive for the virus. 

Before Trump announced his diagnosis, CNN medical analyst Dr. Jonathan 

Reiner said that Hicks' positive test should be enough to push Trump and his 

West Wing staffers into quarantine. 

"They should all be out of commission, anyone in the West Wing," Reiner 

told CNN's Don Lemon. "Seriously, the virus doesn't care if you don't take it 

seriously. It's an incredibly contagious pathogen." 

Halley said investors should now be looking out for how far the virus has 

spread across the US administration. 

"Has Covid-19 now spread to the upper echelons of the US Government 

leadership, including the Senate Republicans?" he said, adding that many are 

old men and therefore in a high-risk group. "That will be an evolving situation 

over the coming weekend and will lead to a sustained rotation into defensive 

positioning if it becomes reality." 

 

3. Feds top up relief fund for businesses 
[October 2, 2020] The federal government is adding $600 million to a fund 

to help small- and medium-sized businesses weather the Covid-19 pandemic, 

Economic Development Minister Melanie Joly said Friday. 

The announcement brings total support through the Regional Relief and 

Recovery Fund to more than $1.5 billion. 

The government says the fund has already helped more than 12,000 

businesses struggling because of the pandemic, which has hit everything from 

main street boutiques to hotels and restaurants. 

The relief and recovery fund, administered through federal regional 

development agencies, is intended to help enterprises that might not be 

eligible for other pandemic-related assistance. 



Of the new money, almost $456 million will go to small- and medium-sized 

operations facing financial pressure to help them keep employees and cover 

costs. 

Another $144 million will provide rural businesses and communities with 

access to capital and technical support, and will be delivered by community 

futures development corporations across the country. 

“What we’ve learned is that in certain hard-hit sectors, it was more difficult 

for businesses to have access to capital through financial institutions, and 

that’s why they came up to us,” Joly said in an interview. 

For instance, in northern Ontario, half the businesses supported to date are in 

the tourism sector, she said. 

“We’re seeing that all over Canada.” 

Money has also gone to start-up companies that need support to stay afloat, 

she added. 

“That was key, because we need to keep our innovation and our competitive 

edge, notwithstanding the pandemic.” 

Joly said she’s also aware that major downtown cores are “really going 

through difficult times right now, and we’re looking at solutions.” 

The minister said she spoke with chambers of commerce in several big cities 

this week to see what the government can do to help. 

Meanwhile, businesses have been urging the federal government to further 

expand the commercial rent relief program, especially since rent was due 

Thursday. 

Earlier this week, the Canadian Federation of Independent Business warned 

that only one-fifth of its members expected to stay open without rent relief. 

Pressed on this Friday, Prime Minister Justin Trudeau said the added regional 

funding is needed because the larger programs, such as the one for rent relief, 

had not helped everyone. 

“There were still many small businesses, particularly in rural or remote areas, 

that were falling through the cracks of those particular programs,” Trudeau 

said at a news conference in Ottawa, where he appeared alongside Joly to 

unveil the new funding. 

Still, he said the federal government would have something more to say on 

“support for fixed costs” in the near future. 

 

4. Effects of Covid-19 will be long-lasting: Fitch 
[October 2, 2020] Society will be feeling the effects of Covid-19 long after 

the virus ceases to dominate our daily lives, a survey of Fitch Ratings analysts 

finds. 



In a new report, the rating agency said that an analyst survey concluded that 

some of the changes that have occurred in terms of how people work, their 

consumption habits and overall business activity “are likely to persist even 

after an effective medical solution is available.” 

In particular, the survey indicated that analysts believe that “the shift to remote 

working, increased online consumption, reduced international travel and 

changing attitudes towards ESG risks are among the areas where the pandemic 

will permanently alter the behaviour of individuals and corporations.” 

The global survey, which generated more than 1,000 responses, found that 

most analysts expect an effective medical solution to Covid-19 in 2021 or 

2022. 

But even after that, about 75% expect structural changes to working practices, 

and more than 70% anticipate the decentralization, or downsizing, of 

corporate offices in developed markets. 

Around 66% also expect the pandemic to intensify concerns about global 

warming among companies, individuals and governments, the report noted. 

“While some respondents felt that this would prompt sweeping changes in 

behaviour, 53% thought changes would happen gradually,” it said. 

The survey also noted that only 27% anticipate a sustained decline in leisure 

spending (such as on restaurants and recreation) before an effective medical 

solution to Covid-19 is reached. 

“This suggests that respondents think populations do not see the lack of a 

medical solution as a reason to persist with ‘lockdown lifestyles’, if this can 

be avoided,” the report said. 

 

5. Toronto real estate poses bubble risk, UBS says 
[October 1, 2020] Toronto is one of seven world cities most at risk of a 

residential real estate bubble, according to a new report released by UBS this 

week. 

Toronto scored 1.96 in the UBS Global Real Estate Bubble Index, the third-

highest score below Frankfurt and Munich, which scored 2.26 and 2.35, 

respectively. 

The bank’s report scores 25 cities across the world, sorting them into four 

tiers: bubble risk, overvalued, fair valued and undervalued, with higher scores 

going to locations with higher risk. 

Toronto is in the bubble risk category for the third consecutive year, 

surpassing Hong Kong, Paris and Amsterdam. 

UBS says Vancouver real estate had dropped this year out of bubble risk 

territory but is still overvalued, with a score of 1.37, down from 1.92 in 2018. 



Other overvalued cities in the report were New York, San Francisco and 

Sydney, Australia, with scores less than 1, while Boston, Singapore and Dubai 

had fair real estate values and Chicago real estate was considered undervalued 

The scores are based on how home prices compare to incomes and rents, and 

whether mortgage lending and construction spending are excessive compared 

to the growth in the overall economy. 

The scores do not predict whether or when a bubble will “pop” and cause 

home prices to fall. The existence of a bubble, UBS said, “cannot be proved 

unless it bursts.” 

Instead, the authors write, they are comparing present conditions with housing 

bubbles throughout history. UBS gives cities a score of -1.5 if they are 

depressed, -1.5 to -0.5 if they are undervalued, -0.5 to 0.5 if they are fairly 

valued, 0.5 to 1.5 if they are overvalued and above 1.5 if they are a bubble 

risk. 

For Toronto and Vancouver, UBS looked at statistics from Statistics Canada, 

the Bank of Canada, Sauder School of Business, Canada Mortgage and 

Housing Corp, Toronto Regional Real Estate Board, condos.ca and Real 

Estate Board of Greater Vancouver, among other sources. 

Demand for single-family homes in the suburbs have pushed Toronto prices 

up nearly 6% in four quarters, stretching affordability, the report said. 

“Given Toronto’s robust population growth and lower mortgage rates, prices 

there have doubled within only a dozen years,” the report said. 

“Moreover, the expected appreciation of the Canadian dollar will curb the 

appeal of Toronto’s property to foreign buyers when travel restrictions are 

lifted.” 

In Vancouver, home valuations remain “sky high” but have eased amid 

vacancy fees, a foreign-buyers tax and less immigration, UBS said. After a 

10% drop between 2018 and late 2019, the authors said Vancouver home 

prices have stabilized thanks to falling mortgage rates and rules that let 

potential buyers qualify for higher mortgage loans more easily. 

Overall, about half of the cities in the report were either bubble risks or 

“significantly” overvalued. The report’s authors said that four quarters of 

rising real estate prices during a global recession is “unsustainable,” noting 

that it has been nearly 15 years since prices rose in so many global cities at 

once. 

“It is uncertain to what extent higher unemployment and the gloomy outlook 

for household incomes will affect home prices. Rents have been falling 

already in most cities,” said Mark Haefele, chief investment officer at UBS 

Global Wealth Management, in a statement. 



As the Covid-19 pandemic causes people to “reconsider where to live,” UBS 

predicts that there will be less demand for housing in cities. 

“The rise of the home office calls into question the need to live close to city 

centers. Pressure on household incomes cause many people to move to more 

affordable suburban areas,” said UBS real estate chief Claudio Saputelli in the 

report. 

“Already debt-ridden or economically weaker cities will have to respond to 

this economic crisis with tax increases or public spending cuts, neither of 

which bode well for property prices.” 

UBS also urged first-time home buyers to consider building up wealth with a 

focus on more liquid assets to diversify their investments outside of their 

homes. 

“The current cities at bubble risk seem to be weathering the coronavirus crisis 

relatively well. The local economies in Munich, Toronto and Hong Kong will 

likely recover quickly,” said Matthias Holzhey, lead author of the study. 

But, Holzhey added, even if home prices don’t plunge, there isn’t much more 

potential for capital gains. 

 

6. Weak U.S. dollar creates opportunities 
[September 30, 2020] Recent Federal Reserve actions are likely to prolong 

U.S. dollar weakness, prompting a change strategy for currency traders, 

CIBC’s Michael Sager says. U.S. economic leadership and the Fed’s 

relatively tight policy stance for years contributed to the dollar’s strength, said 

Sager, vice-president of multi-asset and currency management at CIBC Asset 

Management. 

Even while the greenback was expensive, “it continued to strengthen and 

become more overvalued,” he said during a mid-September interview. 

Since March of this year — when there was a flight to safety that briefly 

boosted the dollar to near five-year highs — its value has persistently fallen: 

as of close on Sept. 29, the U.S. dollar index was trading around US$94, well 

below the 2020 high of US$102.80. 

One major contributing factor is the change to the Federal Reserve’s policy 

framework, Sager said, promising to maintain interest rates near zero until 

inflation rises moderately above 2% for some time. 

“The intention is clear to generate more inflation than we’ve seen in the last 

five or 10 years,” he said. “That policy framework change will keep the Fed 

loose. That will tend to undermine the dollar going forward.” 



An undercurrent to that is China and, to a lesser degree, Europe claiming some 

global economic leadership from the U.S., Sager said. “The two key pillars of 

support for an overvalued dollar have both been eliminated.” 

He said there are opportunities in emerging market currencies, particularly the 

Chinese renminbi, “which has in its favour a relatively high interest rate [and] 

relatively low volatility.” 

Sager, who’s affiliated with the CIBC Multi-Asset Absolute Return Strategy, 

noted that not only is China becoming a more prominent global leader but the 

country’s bond market is attracting “a lot of flows” as Chinese bonds are 

added to major indexes. He expects this to continue through next year. 

Other emerging market currencies on his list are the Mexican peso, the 

Russian ruble and the Indonesian rupiah, all of which are attractive in terms 

of interest rate carry, current valuation, and long-term fundamentals such as 

low debt levels and sustainable balance of payments. 

 

7. Statistics Canada says economy grew 3% in July 
[September 30, 2020] Statistics Canada says real gross domestic product 

grew by 3% in July, matching the agency’s preliminary estimate. 

The result compared with growth of 6.5% in June. 

Economists on average had also expected growth of 3% for July, according to 

financial data firm Refinitiv. 

The statistic agency’s report notes that all 20 industrial sectors it tracks posted 

increases in July, with agriculture, utilities, finance, insurance and real estate 

sectors recouping losses suffered since the start the pandemic. 

Manufacturing grew 5.9% in July, following a 15.1% expansion in June as 

more operations ramped up production, but still remained about 6% below 

where it was pre-pandemic. 

The hard-hit accommodations and food services sector posted a third 

consecutive month of double-digit increases, jumping 20.1% in July. 

And the health care and social assistance sector rose by 3.7% in July, as more 

doctors, dentists and diagnostic laboratories reopened in line with the rollback 

of restrictions. 

Overall, Statistics Canada says the economy is still running about 6% below 

its pre-pandemic level in February. 

The agency also says growth likely continued in August albeit at a slower pace 

as it provided a preliminary estimate of a 1% climb in GDP for the month. 

CIBC chief economist Avery Shenfeld says in a note that the slowing of 

growth in August, coupled with rising Covid-19 case counts in recent weeks, 

suggests the country may be in store for smaller gains in the coming months. 



“Easing up on Covid-19 restraints fed into solid Canadian GDP gains in July 

and August, but the concerns now are whether we will pay for some of that 

greater openness,” he writes. 

 

8. Canada’s population growth stunted: StatsCan 
[September 29, 2020] Covid-19 is having a dramatic impact on Canada’s 

demographics. The combination of more deaths and, more importantly, the 

choking off of immigration, has downshifted the population growth rate from 

a record high to a record low, according to the latest data from Statistics 

Canada. 

Canada’s population topped the 38-million mark for the first time in the 

second quarter, StatsCan reported, but it was only up 0.1% from the previous 

quarter. 

By comparison, the growth rate in the third quarter of 2019 was 0.6% — 

which was the highest level since comparable records began in 1971. 

StatsCan said that the plunging growth rate is largely due to the imposition of 

border restrictions starting in March, which has hammered immigration — the 

primary source of Canadian population growth. 

“The resulting decrease in migration from March to June, combined with the 

excess mortality, led to record low population growth for the second quarter 

of 2020,” StatsCan said. 

In Q2, Canada added just 25,384 new people, compared with over 208,000 in 

Q3 2019. 

At the same time, the aging of the Canadian population has continued 

unabated. 

The average age in Canada ticked up to 41.4 years as of July 1, the share of 

the population aged over 65 continued rising to 18%, and the number of those 

aged over 100 hit a new record level (11,517), StatsCan said. 

While most of the deaths from Covid-19 have been in those aged over 80, the 

proportion of octogenarian deaths remains relatively small — 6,164 deaths in 

a population of 1.66 million, the agency reported. 

Similarly, the drop in immigration, while critical to Canada’s growth rate, 

isn’t large enough in the context of the overall population to impact its age 

structure, StatsCan noted. 

“Neither the changes in the number of deaths nor those linked to international 

migration were significant compared with the overall size of the population,” 

StatsCan said. 

Given the continued aging of the population, the gap between the number of 

seniors and the number of children continues to widen, StatsCan reported, 



with seniors now accounting for 18% of the population, while children make 

up 15.9% of the population. 

“It is projected that the number and share of seniors will continue to increase 

over the next few decades,” StatsCan said. 

According to the agency’s latest projections, “seniors could account for over 

one-fifth of the population by 2025 and could reach one-quarter by 2059.” 

Meanwhile, the proportion of children is expected to remain around 15% to 

16% over the same period, it said. 

StatsCan also reported that Canada’s total fertility rate hit a record low in 

2019. 

The total fertility rate — the number of children women are having over the 

course of their reproductive lives — declined to 1.47 births per woman in 

2019. 

The rate has been below the replacement rate of 2.1 — the fertility rate needed 

for the population to replace itself — since 1971, StatsCan said. 

“With the onset of the Covid-19 pandemic, it is possible that birth rates may 

have changed. In addition, if immigration levels were to fall, fertility rates 

would become more important for population growth to be sustained,” 

StatsCan said. 

 

9. PBO: Deficit on track to hit $330 billion with COVID 

effects lasting years 
[September 29, 2020] The parliamentary budget office says the federal deficit 

for the year is on track to hit $328.5 billion as a result of Covid-19. 

That figure released this morning reflects measures announced as of the start 

of the month, including an estimated $225.9 billion in emergency aid in 

response to the pandemic. 

Relative to the size of the economy, the deficit amounts to 15% of gross 

domestic product, making it the largest over 50-plus years of comparable data. 

The Liberals said in July that the deficit would be $343.2 billion, but that 

didn’t include new possible spending, or measures coming in under budget. 

Much of the spending is expected to be temporary as the government tries to 

put a financial floor under households and businesses feeling economic 

pressure from the pandemic. 

Budget officer Yves Giroux says in his report that the budget deficit will fall 

to about $73.8 billion next year and continue to fall in ensuing fiscal years. 

But in a nod to how dramatically the government’s fiscal position has 

changed, his report estimates deficits roughly $40 billion larger each year, on 

average, compared to the outlook the office provided pre-pandemic. 



 

10. Insolvency activity remains subdued 
[September 28, 2020] Insolvency numbers remained sharply lower in August 

compared with the previous year, and even ticked down from July, according 

to the latest data from the Office of the Superintendent of Bankruptcy Canada 

(OSB). 

The agency reported that the total number of bankruptcies and consumer debt 

proposals was down by 2.4% in August from July, and down 42.4% from 

August 2019. 

Consumer insolvencies were down by 42.7% compared with last August, and 

business insolvencies were down by 25.5%. 

Since the onset of the Covid-19 pandemic, insolvency numbers have dropped 

significantly, as government supports and lender forbearance programs 

provided breathing room to financially pressured households and businesses. 

For the 12 months ending Aug. 31, the total number of insolvencies was down 

by 14.9% this year, compared with the same period a year ago. 

Consumer bankruptcies decreased by 25.0%, and consumer proposals 

decreased by 7.6%, the OSB reported. 

At the same time, business insolvencies were down by 18.9% from last year. 

“The two sectors that registered the biggest decrease in the number of 

insolvencies were construction, and accommodation and food services,” it 

said. “Retail trade as well as arts, entertainment and recreation experienced 

the biggest increase in insolvencies.” 

 

Have a nice and fruitful week! 
 

To Unsubscribe Click Here 
 

mailto:info@elenkov.com?subject=Unsubscribe

