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K E Y  T A K E A W A Y S

The S&P/TSX Composite Index 
and S&P 500 Index both hit 
all-time highs in Q3.

In late September, Federal 
Reserve Chair Jerome Powell 
announced that the U.S. 
central bank could begin 
scaling back asset purchases in 
November.

Overall, global economic 
recovery in the third quarter 
was tepid at best, restrained by 
labour and component short-
ages and supply-chain bottle-
necks.

Weaker industrial output and 
private consumption activity 
are largely behind the drop in 
U.S. GDP from Q2 to Q3, 
according to the Chicago Fed 
National Activity Index.

Canada has vaccinated its 
population at an extraordinary 
pace and is a leader among G7 
nations, a fact that is helping 
buoy economic growth.

Employment in Canada rose by 
157,000 (+0.8%) in September, 
the fourth consecutive monthly 
increase.

Investors with an appetite for riskier assets 
were rewarded over the first three quarters of 
2021, with the S&P/TSX Composite Index and 
S&P 500 Index both gaining more than 15% 
during the period. Remarkably, the S&P 500 
saw just one down month and posted over 50 
record closes from January through the end of 
August.

The extraordinary amount of stimulus that 
governments and central banks have provided 
in response to the pandemic continues to fuel 
this tremendous equity market rally. However, 
volatility returned in September, pushing the 
S&P 500 lower by 5% from its all-time closing 
high.

Risk factors

With valuations remaining close to their all-time 
highs and economic indicators, while still 
positive, recently showing signs of weakening, 
concerns have begun emerging about the 
potential for a deeper correction.

Although COVID-19 infection rates show a 
promising decline in many parts of the world, 
the impact of the Delta variant remains to be 
seen, and the pandemic continues to upend 
business and government objectives. For 
instance, government infrastructure invest-
ments designed to stimulate the economy are 
being offset to some degree by lower demand 
for contractors, labour, operators and materials 
as more people choose to work from home.
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In the United States, investor concerns about higher interest rates rose in late September 
after Federal Reserve Chair Jerome Powell announced that the U.S. central bank could 
begin scaling back asset purchases in November. However, many believe that any rate 
hikes are still two years out.

In addition, the deadline for Democrats and Republicans to agree on raising the debt 
ceiling has been extended to December 3, 2021. In the unlikely event Congress fails to act, 
the U.S. could default on its debt, leading to high market volatility.

Also, China's crackdown on technology companies, data usage and anti-monopolistic 
behaviour, not to mention recent issues within its real estate sector, has rattled markets. 
This political and financial uncertainty could lead to further volatility in equity markets in 
the months ahead.

Global outlook

International trade, capital and information activity has been encouraging in recent 
quarters, in some cases overtaking pre-COVID levels. That's thanks, in no small part, 
to the strong rebound in U.S. stocks. Meanwhile, developing markets are recovering 
from COVID-related effects better than their emerging markets counterparts. The 
World Bank predicts their respective economies will reach 90% and about one-third 
of pre-pandemic levels next year.

Overall, global economic recovery in the third quarter was tepid at best, restrained, 
as it was, by labour and component shortages and supply-chain bottlenecks. In 
sectors that did enjoy any sizable increase in business, companies appear to have 
often been caught off guard by the sudden surge in demand.

Spotlight on the U.S.

Following an infusion of $1.9 trillion in stimulus funds under the American Rescue 
Plan, the U.S. economy has rebounded better than most developed countries since 
pre-COVID market highs, and its stock valuations are in much better shape.

In general, companies listed in the S&P 500 Index remain underpinned by strong 
earnings and revenue growth, although the pace of growth is showing signs of slow-
ing. As the economic recovery continues to unfold, quality secular-growth companies 
may have the opportunity to outperform, as they could be less impacted by any 
near-term disruptions in economic conditions.
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U.S. employment has improved markedly this year but is still below pre-pandemic 
levels. Inflation remains a concern and may linger longer in some parts of the econo-
my than initially anticipated.

Weaker industrial output and private consumption activity are largely behind the 
drop in U.S. GDP from Q2 to Q3, according to the Chicago Fed National Activity Index, 
with consumer confidence at its lowest in six months. 

Canada perspective

Canada has vaccinated its population at an extraordinary pace and is a leader among 
G7 nations, a fact that is helping buoy economic growth. Additionally, following a 
snap federal election in September, the country's economic recovery appears set to 
receive a boost from Liberal plans to raise spending by roughly $80 billion over the 
next five years.

Of the 239 stocks in the TSX Composite Index during Q3, 109, or 46%, reported gains, 
with the energy sector leading the way.

Employment rose by 157,000 (+0.8%) in September, the fourth consecutive monthly 
increase. The gains were concentrated in full-time work and among people in the 
core working-age group of 25 to 54.

September's numbers brought employment back to the same level as in February 
2020, just before the onset of the pandemic. However, the employment rate—that is, 
the proportion of the population aged 15 and older that was employed—was 60.9% 
in September, 0.9 percentage points lower than in February 2020, due to population 
growth of 1.4% over the past 19 months.

What's next?

Globally, the economy is still in a post-lockdown phase and growing, though slower 
than earlier in the recovery. Up ahead, questions surrounding central bank monetary 
policy are beginning to come into view. The U.S. Federal Reserve could start tapering 
back asset purchases before the end of the year. If so, will rate interest hikes be far 
behind?

Rising interest rates are generally not a great sign for the stock market. Still, there's 
no reason to panic or overreact. The best plan is to review your portfolio, make 
smart adjustments when necessary and stay true to your financial plan and 
long-term investment strategy.
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Getting Advice

Are you looking for additional perspective on the financial markets and how they 
might affect your portfolio?

We encourage you to talk to us. Speak to your Financial Advisor or contact investor 
services at 1-800-608-7707.

M A R K E T  M O N I T O R   (Returns in CAD)

MARKET INDICATORS

S&P/TSX Composite

Dow Jones

MSCI World

MARKET CLOSE*

20070.25

33843.92

3006.60

*As at Sept 30, 2021

2020 ANNUAL RETURN

+ 2.17%

+ 5.51%

 + 12.21%

2021 Q3 ACTUAL*

- 0.47%

+ 0.30%

+ 1.89%

2021 YTD ACTUAL*

+ 15.13%

+ 9.88%

+ 11.06%
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