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December in Review
Economists cautiously optimistic for 2018. After continued global 
economic growth in 2017, economists are forecasting that 2018 will 
continue with the status quo. The International Monetary Fund (IMF), 
for example, has revised its growth predictions upwards for most major 
economies for the coming year, projecting that global growth will rise to 
3.6%, up from 3.4% in 2017. However, many economists also feel that 
caution is needed, noting three possible headwinds: tightening from central 
banks across the globe, protectionist policies leading to further trade 
barriers, and sudden market losses.

U.S. tax overhaul approved. The first major tax reform since 1986 was 
signed into law by U.S. President Donald Trump last month, representing a 
significant overhaul of the U.S. tax code. Currently, U.S. corporate taxes are 
among the highest in the developed world; the reforms will see them drop 
to levels similar to corporate tax rates in Canada. The approved reforms are 
expected to act as an incentive to keep American businesses in the U.S. and 
to attract foreign business investment. However, economists forecast that the 
changes will lead to only a slight increase in U.S. GDP – a mere 0.7% over 
a decade. Experts are also forecasting that the bill will add over $1.0 trillion 
(USD) to the country’s deficit. 

Fed raises rates again.   In a widely anticipated move, the U.S. Federal 
Reserve (the Fed) raised its benchmark interest rate by 0.25%, marking the 
third rate hike for 2017. Officials also raised the U.S. economic forecast, 
predicting GDP growth of 2.5% in 2017 and 2018, up from the 2.1% 
estimated growth rate earlier in the fall. Three additional rate hikes are 
expected for 2018.

Bank of Canada holds interest rates steady. Canada’s central bank opted 
to keep its benchmark interest rate steady at 1% at its December meeting, 
after hiking rates in July and September 2017. “While higher interest rates 
will likely be required over time, the current stance of monetary policy remains 
appropriate,” the Bank of Canada said in a statement.

Bank lending in China hits new record. Banks in China loaned out 1.12 
trillion yuan ($169 billion USD) in net new loans for the month of November, 
considerably higher than analysts’ expectations of 800 billion yuan. Amidst 
efforts to reduce risk in their financial system, Chinese central bank officials 
are trying to curb spending and control debt levels across all local and federal 
government levels. Analysts, however, feel that in order to have any real 
impact, significant structural reforms are needed. China’s central bank raised 
interest rates last month, following suit after the Fed rate hike in the U.S.
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Exchange 
RateCURRENCIES† 1 Mth YTD 1 Yr

C$/US$ 2.59 6.91 7.41 0.80

C$/Euro 1.73 -6.28 -6.13 0.66

C$/Pound 2.69 -2.34 -2.53 0.59

C$/Yen 2.75 3.04 3.87 89.66

Change (%)

Price COMMODITIES (US$)† 1 Mth YTD 1 Yr

Gold Spot ($/oz) 2.55 12.01 11.37 1,309.30

Oil WTI ($/barrel) 5.17 6.17 6.09 60.42

Natural Gas ($/MMBtu) -2.61 -20.79 -21.23 2.95

†Total Return, as at December 29, 2017. Indices are quoted in their local currency.  
Source: Bloomberg

Change (%)

Change (%)
Index 
LevelINDEX† 1 Mth YTD 1 Yr

Treasury Bill (FTSE TMX 
Canada 60 Day T-Bill)

0.05 0.62 0.62 160

Bonds (FTSE TMX 
Canada Universe Bond)

-0.41 2.52 2.63 1037

Canadian Equities  
(S&P/TSX Composite)

1.19 9.08 8.13 16,209

U.S. Equities  
(S&P 500, US$)

1.10 21.82 21.26 2,674

Global Equities  
(MSCI World, US$)

1.39 23.10 22.98 2,103

Emerging Markets (MSCI 
Emerging Markets, US$)

3.49 37.51 38.12 1,158

Change (%)

Did you know?

Canadians’ wealth in registered plans (Canada Pension Plan, 
Old Age Security, employer pensions and individual RRSPs) 
grew by 3.8% to $3,603 billion by the end of 2016, according 
to Statistics Canada data released last month. This was the 
eighth year of positive growth, driven by strong performance 
in global markets.


