






September is here, the economic recovery is 
cooling and stock valuations remain at their 
highest levels since the dot-com bubble in the late 
1990s. Investors should prepare themselves for a 
riskier ride. 

Recent indicators suggest that the recovery is 
losing some momentum, attributable to the 
convergence of the non-vaccinated with the Delta 
variant, creating a labour shortage and supply 
chain log-jams that are slowing the full recovery 
that was forecast earlier this year.  

US employers added just 235,000 jobs in August, 
below expectations from economists and a sharp slowdown from robust job growth in June and 
July. In response the US Central Bank left its monetary policy unchanged, a move echoed by the 
Bank of Canada.  

Downward revisions to GDP growth have been made, though the revisions are modest. US 
domestic demand which excludes inventories and net trade, is still on course to reach its pre-
pandemic trend in the third quarter. The forecast is for growth in the US real gross domestic 
product (GDP after inflation) of 5.6%, with Canadian growth trailing only slightly at 4.9%. 

Bond yields which raced higher earlier in the year in anticipation of robust economic activity and 
an end to extraordinary monetary stimulus, have been retreating over the past several months. 
The yield on the 10-year US Treasury bond is back to mid-February levels just above 1.3 per 
cent.  

Commodity prices have also stalled, suggesting subsiding demand. Crude oil is down nearly 10 
per cent since July. Copper is down more than 9 per cent from recent highs in May and lumber 
has slumped 74 per cent over the same period.  

All of this distils down to this: the economy is still growing, but the rate of change is slowing. 
The question is whether the overall level of markets include a more cautious outlook for the 
economic recovery. Market performance since Labour Day has been mixed, with most major 
indexes down 2 per cent from their previous highs.  



So what happens from here? 

Stock market direction is notoriously difficult to get right in the short term. Our view is that the 
next few fiscal quarters will prove to be more challenging. This means reigning-in the 
expectations for further market advances, and understanding that gains require the economy to 
reach full recovery.  

This is where our counsel to keep the focus on the horizon is prudent. We have enjoyed 
significant gains throughout the Covid-19 pandemic. Some give-back is likely in the short term. 
But medium to long term, we remain confident in the ability of capital markets to deliver solid 
returns above both inflation and the risk-free alternative. 

Be safe, be well! 
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