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The Canadian and US economies continue to do okay, with the pace of growth momentarily above
trend. In our forecasts earlier this year we had a Fed rate hike around mid-2015, but we removed it
last month. The expected decline in inflation was a key reason for scrapping the rate hike, but there
are additional reasons for not forecasting a rate increase next year.
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NOVEMBER 2014

The global economy is weak. European growth is very meagre,
which has forced the ECB into quantitative easing in the hope of
avoiding Japan-style deflation. China is struggling with the effects
of credit bubbles and financial speculation in everything from
commodities to real estate. Meanwhile, Japan is officially back in
recession; third-quarter growth failed to rebound after the VAT-
induced decline in second quarter growth and inflation is likely to
fall back to 1% despite various policy measures that increased
headline inflation.

With three out of four global economic behemoths struggling to
restore growth and avoid unusually low inflation, the world
economy has clearly become a more fragile edifice. Add to this
sinking oil prices and we doubt the Fed will need to raise rates
next year.

1.   The BANK OF CANADA is likely to leave interest rates
unchanged for the foreseeable future. While growth appears to
be picking up for the moment, this trend is unlikely to prevail
long enough to warrant an interest rate increase. The Bank
remains worried about the eventual return of disinflationary
pressures and housing markets show early signs of slippage.

2. The FED FUNDS RATE is expected to remain in the range of
0% to 0.25% in 2015 while the Fed monitors inflation
(currently weakening), wage growth (currently deemed
unsatisfactory), and global economic growth.

3.   Longer term BOND YIELDS could move slightly higher in the
event economic growth continues to accelerate near-term. But
weakening inflation will limit or reverse any rise further out.
Other factors, including looser monetary policy in Europe and
Japan, will also limit any possible rise.

4.   Our outlook for the CANADIAN DOLLAR remains negative; the
price of oil was recently down to just below $75 and a further
decline is likely. Global conflicts might boost international oil
prices from time to time, so the dollar’s downward path could
remain bumpy.

5.   The US DOLLAR will likely continue to rise against most
currencies because of monetary stimulus in Japan and the
Eurozone (the main thrust of which will be to weaken the yen
and the euro). International capital flows will likely also favour
the US dollar. But the Fed and US Treasury will not welcome a
firmer dollar! 
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The US Dollar
The gain is 30-40% over 6-7 years …!

Last month: September 2014

US recession

Source: IMF, DCM Economics

US Dollar Index
In Log Form

(EFXR0: Jan 1999=100)

Rise: 34%
Months: 83

Rise: 38%
Months: 78

To Date
Rise: 27%
Months: 40

Prepared by: Dr. Martin Murenbeeld & William Tharp, Senior Economist
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Technical Considerations

The chart on the previous page herewith points out that the
rise of the dollar in 1978-1985 was in the order of 38%
(using our dollar index: Canadian dollar, pound, yen, and
euro – prior to euro: deutschemark, French franc, and
Italian lira), and the surge lasted 78 months. The rise in
1995-2002 was in the order of 34% and lasted 83 months.

The current dollar surge is 40 months old and the dollar’s
value has increased by 27% since its bottom in 2011.
Assuming (which is implicit in technical analysis) that the
current period of dollar strength will approximate the two
previous periods, we could expect the dollar to continue to
rise another 10% or so over the next 40 months (which
would take us into 2018).

Implications a Further Dollar Rise

• Commodity prices in general, and the gold price
specifically, will face major headwinds from the dollar for
an extended period of time (these headwinds may not
necessarily depress gold prices much further however, as
the metal is also sensitive to a host of other factors)

• The currencies of commodity producers will likely weaken
further

• The Yellen Fed will keep interest rates lower than
generally appreciated because US inflation will remain
unusually subdued and the US economy will be “weaker”
than generally forecast

• US equity markets will face the headwind of lower foreign
earnings but will benefit from the tailwind of lower
domestic interest rates; as long as the US economy does
not slip into recession on account of the strong dollar the
equity markets should continue to do well

• Japanese and Eurozone attempts to boost domestic
inflation rates should meet with success as the yen and
euro weaken further

• Growth abroad will generally benefit from the strong
dollar because exports to the US economy will be
buoyant

• Seen from a US perspective however, bilateral US trade
deficits will rise; this will eventually undermine the dollar
– as it did in the two previous periods.

Important information
Views contained in this report regarding a particular company, security, industry or market sector are the views of the writer and do not necessarily represent the views of Dynamic Funds, its affiliates and sub-
sidiaries. Views expressed should not be considered a recommendation to buy or sell nor should they be relied upon as investment advice. Information contained in this report is current as of the date of publica-
tion and has been obtained from third party sources believed to be reliable. Dynamic Funds, its affiliates and subsidiaries does not warrant or make any representations regarding the use or the results of the
information contained herein in terms of its correctness, accuracy, timeliness, reliability, or otherwise, and does nor not accept any responsibility for any loss or damage that results from its use.

Dynamic Funds® is a registered trademark of its owner, used under license, and a division of 1832 Asset Management L.P.

Profit growth was strong through the second quarter.
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HELPING YOU MAKE SENSE
OF YOUR INVESTMENTS

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

According to the 2014 AGF Investor Perspectives Survey,
over half of Canadian investors believe that diversification
can lower portfolio risk yet only 14% (on average) of
portfolio assets are invested outside of Canada. 
This may be due to the fact that many investors may
believe that Canadian equities are somehow safer than
foreign equities, perhaps because they are more familiar
with them. Investors around the world exhibit this ‘home-
country bias’ but this reliance on domestic investments
may be impacting their overall average rate of return. 
By diversifying across geographic regions, investors can
potentially increase return, dampen volatility 
and lower risk.

Multiply your investment options
The fact is, Canada only makes up 4% of global markets.1

Many recognizable household names are actually foreign
multinationals and not Canadian. Canada is home to only
nine leading companies amongst the list of the top 500
companies in the world. None are in the top 250.2 While rich
in opportunity, the scope of the Canadian equity market is
very concentrated. Approximately three-quarters of the
Canadian market (S&P/TSX) is concentrated in three out of
10 sectors – Financials, Energy and Materials.3

This limited investment choice can increase concentration
risk and leave investors vulnerable to the economic variables
of one country.

1  MSCI (Developed) World Index (as at December 31, 2013)
2  Fortune Global 500 (companies ranked by revenue as of December 2013)
3  S&P/TSX Composite Total Return Index, as at December 31, 2013
4  MSCI Developed World Index, as at December 31, 2013. MSCI World is used as a proxy for the “Rest of the World” as Canada only represents 4.1% of the Index.

CANADA THE REST OF THE WORLD

Global Market Exposure

Concentration risk



It’s a small world
Canada’s economic health is intertwined with that of its
global partners. Their economic expansion and demand fuel
our own market performance and investment. To reap the
benefits of this globalization, Canadians have two options:

1. Invest in Canadian companies that are benefiting from
this global expansion.

2. Invest directly in unfolding opportunities at the source.

Broaden your opportunity set
Diversifying a portfolio by investing globally can add greater
return potential without an equal assumption of risk. The
secret though is to choose wisely. Lack of familiarity can
increase risk. That is why going global is best done through
active managers who can adjust their portfolios on an
ongoing basis to capture evolving opportunities.

To learn more about how global diversification could enhance your 
portfolio retunrs, visit AGF.com or contact your financial advisor.

Commissions, trailing commissions, management fees and expenses all
may be associated with mutual fund investments. Please read the
prospectus before investing. Mutual funds are not guaranteed, their 
values chang e frequently and past performance may not be repeated.

Publication Date: August 27, 2014.
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For more information, please contact:

Head Office: 100 Mural Street, Suite 201, Richmond Hill, ON  L4B 1J3
B: (416) 741-1544   F: (416) 847-0997   www.globalmaxfin.ca

Global Maxfin Investments Inc. (GMII)

For more information on these subjects please contact your financial advisor today.

1) 30 Feet     2) Four miles per hour     3) Fly     4) Six     5) 120 wpm     6) India     7) Lake Baikal 

FUN FACTS TRIVIA QUIZ 

Your Privacy
Your privacy is important to us. If you do not wish to receive information
of this kind in the future, please contact your local office.

Disclaimer
The information contained in this document is of a general nature only
and does not take into account your particular objectives, financial
situation or needs. Accordingly the information should not be used,
relied upon or treated as a substitute for specific financial advice. While
all care has been taken in the preparation of this material, no warranty
is given in respect of the information provided and accordingly neither
Global Maxfin Investments Inc. (GMII) nor its employees or agents shall
be liable on any ground whatsoever with respect to decisions or actions
taken as a result of you acting upon such information. Only Mutual
Funds activities are supervised by Global Maxfin Investments Inc. (GMII)

1) The human heart creates enough pressure when pumping
to squirt blood approximately how many feet? 
a. 10 Feet b. 5 Feet c. 30 Feet d. 20 Feet

2) What speed can a top freestyle swimmer achieve while
swimming?
a. Eight miles per hour b. Six miles per hour
c. Ten miles per hour d. Four miles per hour

3) The penguin is the only bird that can swim, but not...
a. Float b. Fly c. Communicate d. Walk

4) While sleeping, the average person wakes up how many
times every night?
a. Six b. Zero c. Two d. Four

5) On average, people speak at a rate of about how many
words per minute?
a. 140 wpm b. 160 wpm c. 100 wpm d. 120 wpm

6) Consisting of one man, with 39 wives and 94 children,
where does the world's largest family reside?
a. India b. Pakistan c. Afghanistan d. China

7) Located in Siberia, what is the deepest freshwater lake in
the world?
a. Lake Tanganyika b. Malawi
c. Great Slave Lake d. Lake Baikal

Source: triviachamp.com


