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The ongoing stalemate between Greece and its creditors and speculation around the timing of Federal Reserve 
rate liftoff dominated the marketplace in May, while uninspiring first-quarter economic results in North America 
were at odds with economic improvement stemming from abroad. The month got off to a slow start as investors 
awaited the highly anticipated second-quarter growth recovery in North America.

Month of May
Bond yields increased in early May alongside an improvement in 
inflation expectations stemming from signs of global economic 
improvement and the recent stabilization in oil prices. However, 
by mid-month, yields reversed course and declined on the back 
of investor angst regarding the fortunes of Greece. Global equity 
markets held up reasonably well during the month, with the US and 
Japan posting positive results and outperforming their Canadian and 
European equity counterparts. Meanwhile, after some USD weakness 
in April, the return of some positive economic momentum pushed the 
greenback higher versus the Canadian dollar, euro, and yen and fuelled 
some mixed performance in the commodity landscape, with precious 
metals outperforming both energy and base metals during the month.

Our actual strategy
After a sluggish first quarter, economic momentum appears to be 
resurfacing in the US. We witnessed some encouraging economic 
results in May, with manufacturing activity, capital goods orders, 
and the housing market all showing some convincing signs of life. 
As such, while the Federal Reserve remains firmly in data-dependent 
mode regarding the future direction of interest rates, policymakers 
are beginning to sound more upbeat on the US economy, setting the 
stage for rate liftoff later this year.

In international markets, the Eurozone posted a respectable growth 
print in the first quarter and outpaced both the US and the UK, 
signalling that unprecedented stimulus measures from the ECB are 
indeed fuelling growth. Similarly, Japan is also on the ascendancy, 
supported by pro-growth monetary policies and a solid consumer 
performance. Conversely, the growth outlook in China continues to 
deteriorate, which has reaffirmed the central bank’s commitment to 
stabilize the economy through stimulative monetary policies.

We continue to favour equities over fixed income at this time, based on 
our expectation for a synchronous global growth expansion over the 
next 12 to 18 months. We believe that global growth prospects should 
recalibrate, led by a resurgence in the US and a larger, policymaker-
induced contribution from international economies, which should 
fuel a recovery in corporate earnings growth. In this constructive 
environment of improving growth and still-accommodative monetary 
policies, we believe that equities should continue to outperform their 
fixed income counterparts.

Index May YTD

S&P/TSX Composite  -1.22  3.79 

S&P/TSX Small Cap  0.26  4.75 

FTSE-TMX Universe  0.20  2.94 

S&P500 ($US)  1.29  3.23 

S&P500 ($CAD)  4.38  11.25 

MSCI-EAFE ($CAD)  2.53  17.04 

MSCI-Europe ($CAD)  2.26  15.43 

MSCI-World ($CAD)  3.41  13.24 


