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September in Review

Canadian equities and the loonie fluctuated throughout September, 
responding to North American Free Trade Agreement (NAFTA) headlines and 
global trade developments.  The S&P/TSX Composite Index was down 0.89% 
for the month, but the Canadian dollar finished in positive territory.  At the 
eleventh hour, the U.S., Mexico and Canada reached a new trilateral trade 
deal before an October 1 deadline imposed by U.S. President Trump. The new 
deal – named the United States-Mexico-Canada Agreement (USMCA) – comes 
after more than a year of contentious negotiations.  

Chinese equities were up, as lower than expected tariffs and an announcement 
from China’s government of new stimulus measures boosted investor 
confidence. Emerging markets were down 0.54%, pressured by currency 
collapses in Turkey and Argentina, U.S. sanctions on Russia and elections in 
Brazil. The U.S. Federal Reserve (Fed) hiked its benchmark interest rate, pushing 
the funds target range to where it last was more than 10 years ago. The S&P 500 
Index was up 0.57% for September on the back of steady economic growth and 
a strong job market.  Here are some of September’s most notable headlines:

Strong Canadian economy boosts talk of rate hike, lifts loonie.  Statistics 
Canada said last month that Canada’s economy grew by a stronger-than-expected 
0.2 % in July. The data boosted market expectations that the Bank of Canada 
(BoC) would raise interest rates next month for the fifth time in little over a year. 
Analysts had forecast 0.1% growth from June. The figures are significant because 
the BoC had forecast that temporary factors would weigh on third-quarter 
gross domestic product. The news helped the Canadian dollar shrug off NAFTA 
uncertainty, and the loonie finished September up 1.03%.

Canada heavy crude discount hits widest level on record.  Higher 
production of Canadian heavy oil has increased volumes in storage and pressured 
prices, while tight pipeline space and insufficient rail capacity have pushed the 
differential between Western Canada Select (WCS) and West Texas Intermediate 
(WTI) crude oil even wider. The transportation constraints mean Canadian 
producers are not able to get their barrels to market and unable to fully benefit 
from rising benchmark prices. Growing global energy demand combined with 
lower production from Venezuela and other countries pushed WTI crude oil up 
5.59% last month to $73.25 USD per barrel. However, WCS settled at $42.00 a 
barrel below the WTI benchmark at one point last month, surpassing a previous 
record discount of $41.50 reached in November 2013.

Trump announces new tariffs on Chinese goods.  U.S. President Donald 
Trump escalated his trade war with China in September, imposing 10% tariffs 
on about $200 billion worth of Chinese imports. He warned that if China takes 
retaliatory action he we will pursue additional tariffs on approximately $267 
billion of goods. Beijing retaliated, adding levies of its own on $60 billion worth 
of U.S. goods. However, the levies imposed by both countries were lower than 
previously feared, lifting investor sentiment.
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Exchange 
RateCURRENCIES† 1 Mth YTD 1 Yr

C$/US$ 1.03 -2.63 -3.74 0.77

C$/Euro 1.01 0.74 -2.21 0.67

C$/Pound 0.47 0.97 -0.70 0.59

C$/Yen 3.42 -1.75 -2.56 88.09

Change (%)

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

Gold Spot ($/oz) -0.87 -10.26 -8.85 1,196.20

Oil WTI ($/barrel) 5.59 25.47 41.93 73.25

Natural Gas ($/MMBtu) 2.35 4.92 -0.33 3.01

†Total Return, as at September 28, 2018. Indices are quoted in their local currency.  
Source: Bloomberg

Change (%)

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

Treasury Bill (FTSE 
Canada 60 Day T-Bill)

0.12 0.92 1.14 162

Bonds (FTSE Canada 
Universe Bond)

-0.97 -0.35 1.87 1033

Canadian Equities  
(S&P/TSX Composite)

-0.89 1.37 5.99 16,073

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

0.57 10.56 18.34 2,914

Global Equities  
(MSCI World, US$)

0.59 5.89 12.31 2,184

Emerging Markets (MSCI 
Emerging Markets, US$)

-0.54 -7.49 0.37 1,048

Change (%)

Did you know?

Canada’s inflation rate was 2.8% in August, remaining above the 
Bank of Canada’s target of 2.0% for the seventh consecutive month 
and boosting expectations that the central bank will raise rates again 
in October. Inflation increases the cost of goods and services you buy, 
and can reduce the buying power of your savings over time. Your 
Scotiabank advisor can help you understand how inflation can impact 
your retirement savings, and develop a plan that meets your needs.


