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Direct Issues Facing Albertan Municipalities in 2016 1

The Realities Today:

- Record low interest rates

- Operating in the absence of a commodity boom

- New Gov’t uncertainty

- Volatility at record highs

The Trickle Down Effect:

- Higher costs, lower revenues

- Lower investment returns going forward

- Borrowing uncertainty

- Budgeting and forecasting issues



Commodities: Oil

* - U.S. WTI Continuous futures contract (monthly)

The Structural Energy Bear Market

Source: Bloomberg, LY Advisors



US Production Declining at Steady Pace (L),

Helping Crude Market Reach Balance (R)
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Commodities: Oil

• WTI crude oil price: +84%

• CRB Commodity price index: +15%

• Canadian dollar: +4% (+10% two years post-trough)

• Winning sectors: Energy, Materials and Tech

• Losing Sectors: Utilities and consumer staples

• Emerging market equities: +31%

• CBOE’s equity market volatility index (VIX): -14%

• 10-yr U.S. Treasury bond: -3%

• Small Cap stocks (Russell 2000): +8%

Preparing for an inevitable rebound in oil prices

* - Historical results for the ensuing 12-months after previous bear market lows in oil

Source: Barron's, David Rosenberg (Gluskin Sheff)

However this rebound may be slower to materialize than historical 

precedent



Federal/Provincial Stimulus is Modest vs 2008-10 5
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Has The Bank of Canada Set The Goalposts? 6
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CADUSD “The C$ has strengthened 

(with) higher oil 

prices...their net effect 

will need to be assessed”

“the C$ has declined significantly… 

A further rapid depreciation… might 

influence inflation expectations.”

“Non-resource exports… profile is 

weaker than previously projected, 

in part because of…the higher C$”



Provincial Heat Map:  Prairies Cool, Ontario Scorching 7

Y/Y % Chg; Employment Jobless Rate Avg Hrly Mfg Retail Wholesale Housing Existing Homes

3M Trend Household Payroll Y/Y Chg Wage Shipments Sales Trade Starts Sales Price

BC 3.7 3.1 0.2 0.4 -1.4 7.1 4.7 55.7 38.3 23.0

Alta -0.9 -3.8 1.9 4.1 -14.8 -3.0 -10.2 -50.2 -12.0 -1.5

Sask -0.9 -1.6 1.5 3.3 -4.5 0.8 -5.1 -6.8 -3.0 -1.9

Man -0.7 0.9 0.5 3.6 2.0 7.1 -3.6 -12.4 6.7 3.6

Ont 1.2 2.2 0.0 3.9 9.0 8.0 8.4 41.4 10.1 12.0

Qué 0.1 0.3 0.1 3.3 1.7 4.0 5.2 34.8 8.1 2.5

NB -1.8 1.1 -0.3 0.1 -7.9 8.8 2.7 -15.6 4.8 -2.0

NS 0.3 0.4 -0.3 1.3 13.1 5.9 7.6 23.4 9.7 -1.3

PEI -2.9 1.3 0.5 0.0 5.6 6.5 0.6 -26.6 22.1 5.5

N&L -1.3 -0.3 0.3 -0.9 -13.9 1.5 -12.8 -15.3 -5.1 -7.0

Canada 0.7 0.8 0.3 3.1 2.5 4.9 3.9 17.8 12.2 16.2

Notes: Unless otherw ise noted, figures represent y ear-ov er-y ear % change for latest three-month period;

jobless rate represents av erage lev el for latest three-month period w hile jobless rate change represents change in %-pts compared to prior y ear;

based on seasonally  adjusted monthly  data; in all cases, top-3 performances in each category  are shaded

Sources: Statistics Canada, CMHC, CREA
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Location, Location, Location 8

Source: Statistics Canada, CIBC

Real GDP Nominal GDP Employment

Y/Y % Chg Y/Y % Chg Y/Y % Chg

2014A 2015F 2016F 2017F 2014A 2015F 2016F 2017F

BC 3.2 3.0 2.6 2.5 4.7 4.5 4.4 4.7 

Alta 4.8 -2.8 -1.5 2.4 9.1 -9.8 -2.3 6.2 

Sask 1.9 -0.9 -0.5 1.9 -0.9 -7.9 -1.3 5.4 

Man 2.3 2.3 1.6 2.2 3.5 3.5 3.3 4.4 

Ont 2.7 2.6 2.8 2.7 4.1 4.3 4.5 4.9 

Qué 1.5 1.1 1.7 2.2 2.5 2.6 3.4 4.4 

NB -0.3 1.9 0.7 1.1 0.6 3.5 2.3 3.2 

NS 0.6 1.0 1.0 1.2 1.3 2.5 2.6 3.3 

PEI 1.5 1.5 0.8 1.4 3.8 2.3 2.4 3.5 

N&L -2.0 -2.0 -0.8 -0.7 -4.2 -8.5 -1.6 2.6 

Canada 2.5 1.2 1.5 2.4 4.3 0.5 2.7 4.9 
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And looking into 

the crystal ball…..



The Yield Curve: Our most accurate leading indicator 10
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US 2yr Treasury Yield – A very defined trend 11



U.S. Economy Continues to Move Forward

Auto Sales
Mortgage Applications

Initial Jobless Claims

2000  2001  2002  2003  2004  2005  2006  2007  2008  2009  2010  2011  2012  2013  2014  2015
2000  2001  2002  2003  2004  2005  2006  2007  2008  2009  2010  2011  2012  2013  2014  2015

2000  2001  2002  2003  2004  2005  2006  2007  2008  2009  2010  2011  2012  2013  2014  2015 2000  2001  2002  2003  2004  2005  2006  2007  2008  2009  2010  2011  2012  2013  2014  2015

Source: Bloomberg, CIBC World Markets

Consumer Sentiment



US Labour Market Passes Canada’s… And So Will Policy Rates, 
as BoC Stands Pat Until Late 2017

13

* Measured using US methodology for comparability

4

5

6

7

8

9

10

11

J
a
n
-0

9

S
e
p
-0

9

M
a
y
-1

0

J
a
n
-1

1

S
e
p
-1

1

M
a
y
-1

2

J
a
n
-1

3

S
e
p
-1

3

M
a
y
-1

4

J
a
n
-1

5

S
e
p
-1

5

M
a
y
-1

6

USA Canada*

Unemployment Rate (%, SA)

Forecast



What it All Means: 14

 Canadian real GDP grows 1½ % in 2016. 2017 improves to >2% as energy shock 

fades, a weak CAD lifts exports and cap-ex.

 Commodities: upside, but no return to glory. Gold a casualty of US Fed hikes.

 Household debt not as scary as it looks; jobs, not debt levels, are the key.

 US Fed hikes once more in December 2016. Long rate rally is overdone. 

 Bank of Canada on hold, but 10-yr Canadian yields top 2% in mid-2017. Core 

inflation steady near 2%. 

 Need to keep C$ below 80 cents to drive exports keeps short interest rates 

low

 Equity market’s next big leg tied to 2017 earnings.
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How does this impact 

Parkland County?



Having The Wind at Our Back 16

• September 2015 Financials Yield Curve

• September 2016 Financials Yield Curve



Portfolio Performance 17
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Suite 600, 607 8th Ave SW

Calgary, AB T2P 0A7

www.toddpoland.com

The Poland Advisory Group

CIBC Wood Gundy is a division of CIBC World Markets Inc., a subsidiary of CIBC and a Member of the Canadian Investor Protection Fund and 
Investment Industry Regulatory Organization of Canada. If you are currently a CIBC Wood Gundy client, please contact your Investment 

Advisor.

Questions?


