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Global overview of stock markets: 
One conclusion... down almost everywhere

Source: Bloomberg, iAGP, December 31, 2018
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The Canadian stock market was no exception!
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Post-mortem 2018: Only a few asset classes 
generated a positive return
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Volatility returned in 2018 on Wall Street

Source: Credit Suisse, January 2019

Daily Market Moves

# of Trading Days

Year 1 - 2 % > 2 % All-Time Highs

2013 38 4 45

2014 38 6 53

2015 72 10 10

2016 48 9 18

2017 8 0 62

4Q18 28 12 0

2018 64 20 19

Annual Avg 52 11 26

2013-17 Avg 41 6 38
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Wall Street: 
A very difficult year-end

Source: Bloomberg, iAGP, December 31, 2018

Worst month of 
December since 

the 1930!!!-14.35%
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S&P 500: Strong earnings growth in 2018 but ... 
with a contraction of the P/E ratio at the same time!

Source: Credit Suisse, January 2019
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An almost inverted 10/2 yield curve: 
A recession signal?

Source: JP Morgan, December 31, 2018
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Good news: Most leading indicators suggest that 
recession probabilities are relatively low

Source: Credit Suisse, December 2018
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With such low real rates, 
it is premature to predict a recession

Since 1960, we 
have never had a 
recession unless 

we had real rates 
of at least 2%

Source: Strategas, December 2018
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Risk premium on corporate bonds: 
At the current level, little risk of recession

Source: iA Economics, data via Bloomberg
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Bottom line: Despite this correction of nearly 20%, we 
should not predict a recession too quickly!
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Other risk factors to monitor

China-U.S. trade tensions

Relationship between Trump and Congress

Wage acceleration in the U.S.

Messy end to Brexit
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Wall Street: Obvious signs of capitulation?
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In the absence of a recession, the market tends to 
recover its losses faster
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2019 horizon: At the current valuation level, we 
can expect better equity returns in 2019

Source: Strategas, December 2018
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What to favour in 2019? Overseas markets expected 
to benefit from a weak greenback
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What to favour in 2019? 
Canada’s banking sector has become very attractive

Source: iA Economics, data via Bloomberg
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Finance 101: Getting to know ourselves, staying on 
course and consulting a financial advisor

Source: Option Alpha
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