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Market volatility increased dramatically in the wake of the mid-August Chinese RMB devaluation, and has continued through September 
to date. North American equity markets have struggled since mid-August, and are down over 10% from 2015 peaks. Overseas economic 
data have been soft, notably data coming out of China, meaning most commodity prices have also been depressed.

The US economy did post a surprisingly robust growth rate for 
2015-Q2 (after several revisions), but we expect more moderate 
rates of growth for Q3 and Q4. The Canadian economy posted 
very mild negative growth rates for Q1 and Q2, sufficiently mild
to overrule any declaration of outright recession. With the 
Canadian dollar now near 75 cents (down over 10 cents from its 
high at the start of 2015, and 20 cents from its high of 2014),
the boost it provides for an economy suffering from weak 
commodity prices suggests that growth will be marginally positive 
for Q3 and Q4.

Against this background:
1. The BANK OF CANADA is forecast to stand pat on interest rates 
through 2016 (base scenario).

2. The FED is forecast to hike the Fed Funds Rate from its current 
range of .00-.25% to .25-.50% on December 16th. We forecast 
that the next rate hike will come in late 2016, and have tentatively 
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CANADA GDP FORECAST

put it in 2016-Q3. Our first alternative scenario calls for no rate
hikes this year, and possibly one hike – if that – in 2016. The 
strong US dollar, the absence of inflation pressure, and disap-
pointing global growth rates are all expected to weigh on Fed
policy over the next four quarters.

3. Longer term BOND YIELDS are forecast to rise modestly over 
the next four quarters in the base scenario.

4. The CANADIAN DOLLAR is forecast to remain on the defensive 
for a number of quarters – until such time as sentiment
regarding commodity prices changes more fundamentally 
(tentatively in late 2016, but possibly earlier).

5. The US DOLLAR is forecast to remain firm, but the baseline 
projection this month is somewhat flatter than that of last month. 
The yen and euro projections have been flattened out – we expect 
somewhat less weakness than previously forecast.

8

6

4

2

0

-2

-4

-6

-8

-10 Annualized quarterly rate of change

00    01     02     03      04     05     06     07    08     09     10     11      12     13      14      15     16

Source: Statistics Canada, Dundee Economics

CANADA UNEMPLOYMENT RATE

9.0

8.5

8.0

7.5

7.0

6.5

6.0

5.5 00    01    02    03    04    05   06    07    08    09    10    11     12   13    14    15

Source: Statistics Canada

Last month: August 2015Percent

Forecast
through

2016



......................................................................................................................................................................................................................................................................
 2

It’s the Dollar, Stupid!

The US dollar plays an important role in commodity prices. The 
sharp rise in the US dollar has contributed significantly to the 
slump in commodity prices in recent years.

To be sure, adverse demand and supply developments (related to 
a slowdown in China and the strong supply response worldwide) 
have also contributed to commodity price weakness.

Yet, the data for many commodities suggests that supply and 
demand developments alone do not justify the extent of dramatic 
decline in commodity prices in recent years. While the supply 
response in recent years has been strong, especially in crude oil 
markets, absolute demand for many commodities also has been 
growing, despite the slowing Chinese economy.

So how much of the decline in commodity prices in recent years 
does the US dollar explain? Our weekly commodity price models 
show that the US dollar factor explains a significant percentage of 
variations in commodity prices. Indeed, the US dollar factor alone 
explains between 75-85% of the movements in copper, gold, oil 
and broader commodity price indices.

US Dollar
The gain since August 2011 has been dramatic … !
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To Date
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Economic Monitor

A rebound in commodity prices is unlikely until the US 
dollar rolls over.

The Bottom Line:
Even if global demand and supply conditions in commodity markets 
improve markedly in coming years (assuming US and European 
economies continue to recover and China’s economic growth 
stabilizes), a strong rebound in commodity prices is unlikely unless 
and until the US dollar reverses its recent gains.

by Rasim Jafarov
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Marginal tax rates ascend:
Provinces raise the stakes

Doug Carroll JD, LLM(Tax), CFP, TEP
Vice President, Tax and Estate Planning

A well-known Canadian tax commentator once wrote (I’m paraphrasing here) that a good advisor 
knowledgably counsels where taxes are, whereas a great advisor guides where taxes will be.
Myself, I can only claim to have been good enough to notice that things appeared to be at a turning 
point when Nova Scotia tabled its 2010/2011 budget. The province had boldly moved to introduce 
a provincial tax bracket above the top federal tax bracket – and at an effective combined rate of 
50% to boot. For context, no province had a bracket above the top federal bracket at the time, and 
the last time a combined federal-provincial tax bracket was 50% was in the year 2000.
On the face of it, this was arguably a non-event beyond that province’s borders. Still, whether Nova 
Scotia influenced other provinces or just reflected what was brewing in parallel elsewhere, half a 
decade later, it’s getting crowded at the top.

Newsletter prepared by Brian Lovshin, CFP®, CIM®, FCSI®, Senior Director, Business Development & Training, Global Maxfin Investments Inc. (GMII)

Nova Scotia 2010
In 2009, Nova Scotia commissioned two studies on balancing its 
fiscal state, which it began acting upon in its 2010 budget. At the 
time, the top federal tax rate of 29% applied to income over 
$127,021. The province introduced a new top personal tax rate of 
21% on income over $150,000, making for a combined rate of 
50%. Concurrently, the 10% provincial surtax (that otherwise 
applied to income above about $83,000) was suspended. 
Ironically, this meant lower net taxes for those with incomes of up 
to about $170,000. Both provisions were to remain in place until 
the provincial budget was balanced, which remains pending.

Ontario 2012 to 2014
In 2012, Ontario imposed an additional 2% rate for income over 
$500,000, dubbed by some as a “super tax.” As in Nova Scotia, it 
was temporary until a balanced budget could be reached, which
at the time was projected for 2017. This was implemented in two 
stages – 1% in each of 2012 and 2013. Unlike Nova Scotia, 
Ontario did not suspend its surtax, meaning the true full addition
was 3.12%, for a total top tax rate of 49.53%. Initially defeated on 
its 2014 budget, the incumbent Liberals returned with a majority, 
passing its budget that eliminated the $500,000 income tax 
bracket and replacing it with a 1% addition at each of the 
$150,000 and $220,000 income thresholds. The net effect is the 
same 49.53% tax rate, but the “temporary” sticker has been 
removed.
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$151,050                  45.80%

$300,000                  40.25%

$138,587                  44.00%

$138,587                  46.40%

$220,000                  49.53%

$138,587                  49.97%

$250,000                  54.75%

$150,000                  50.00%

$138,587                  47.37%

$175,000                  43.30%

$500,000                  44.00%

$138,587                  43.05%

$138,587                  40.50%



Quebec 2013
Until 2012, Quebec’s top provincial tax rate was 24%, applicable 
to income over $80,198. The 2013 budget introduced a new tax 
rate of 25.75% on income of $100,000 and over. After applying 
the Quebec abatement for federal taxes, the top combined tax 
rate is 49.97%.

British Columbia 2014
A top 16.8% tax rate was introduced on income over $150,000, 
for a combined total tax rate of 45.8%. This income bracket is a 
two-year temporary measure scheduled to expire at the end of 
2015, as confirmed in the 2015 budget.

New Brunswick 2015
Two provincial income tax rates were added – 21% for income 
over $150,000 and 25.75% for income over $250,000. The top 
combined tax rate in 2015 is 54.75%.

Newfoundland and Labrador 2015
Two provincial income tax thresholds were added at $125,000 
and $175,000. In a phased implementation, the top tax rate will 
be 14.3% in 2015, rising to 15.3% in 2016. The combined tax 
rate in 2016 will be 44.3%.

Yukon 2015
The territory added a 15% tax bracket applicable to income over 
$500,000. The top combined tax rate in 2015 is 44%.

Alberta 2015
The long-time incumbent Progressive Conservative party was 
defeated in a spring election, replaced by a New Democratic Party 
majority. The ensuing budget added three tax brackets above the 
top federal tax bracket. At the top, income over three tax brackets 
above the top federal tax bracket. At the top, income over 
$300,000 will be taxed at 11.25% in 2015, for a combined top 
tax rate of 40.25%. In 2016, that top provincial tax rate rises to 
15%, or 44% combined.

Marginal tax rates ascend: Provinces raise the stakes

Thanksgiving-Turkey Trivia Quiz 
1. Which US state produces the most turkeys? 

 
a. Texas     b. Minnesota     c. North Carolina     d. Utah

 2. What do you call a female turkey?  

 

a. A hen     b. A doe     c. A sow    d. A pen

 
3. Which famous American advocated the Turkey as the national bird? 

       

 4. How much did the largest turkey weigh? 

 
a. 67lbs    b. 86lbs    c. 79lbs    d. 93lbs 

6. What percentage of the population of the US eats turkey on 
     Thanksgiving?  

a. 85%   b. 90%    c. 80%     d. 95%
7. What are baby turkeys called?
 

a. Poult    b. Chick   c. Gosling    d. Ducking
8 . 

 

a. 1850   b. 1880   c. 1920  d. 1900
9. 

 
What sport uses the term turkey? 

 

a. Discus    b. Cricket    c. Bowling    d. Curling

(1.c;   2.a;   3.d;   4.b;   5.c;   6.b;   7.a;   8.d;   9.c;   10.b)

Source: triviachamp.com
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5. How many feathers does the average turkey have?
a. 2500    b. 2000    c. 3500    d. 3000

When would you have danced the turkey trot? 

10. How fast can a wild turkey run? 

a. 30 mph   b. 25 mph    c. 15 mph    d. 20 mph

a. Theodore Roosevelt        b. Barack Obama    
c. George Bush Sr.             d. Benjamin Franklin

The information provided is general in nature and may not be relied upon nor considered to be the rendering of tax, legal, accounting or professional advice. Readers should 
consult with their own accountants, lawyers and/or other professionals for advice on their specific circumstances before taking any action. The information contained herein is 
from sources believed to be reliable, but accuracy cannot be guaranteed.
Commissions, trailing commissions, management fees and expenses may all be associated with mutual fund investments. Mutual funds are not guaranteed, their values change 
frequently and past performance may not be repeated. Please read the simplified prospectus before investing. Copies are available from your advisor or from Invesco Canada Ltd.


