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In focus 

Global equities declined for the week as interest rate 

fears weighed heavily on markets. However, China 

posted marginal gains. The Hong Kong-based Hang 

Seng index also rose strongly for the week.  

A weak U.S. retail sales report and poor industrial 

production, coupled with high inflation and more 

hawkish comments from Federal Reserve officials, hurt 

investor sentiments. Markets seem to be pricing in 

multiple rate hikes this year, affecting growth and 

cyclical stocks and the sectors that are most affected 

by high financing costs. Big misses in earnings across 

the boards and a rising wage-price spiral led to heavy 

selling among investors and repricing the risky assets.  

Oil and natural gas prices rose for the week, benefiting 

from rising global demand. Gold, which is often viewed 

as a hedge against inflation, also advanced for the 

week, as did silver.  

The yield on U.S. ten-year Treasury bonds saw a roller-

coaster ride, falling back following a run-up last week. 

The Federal Reserve’s hawkish turn was the main driver 

behind this week’s movement; bond yields rise when 

bond prices fall.  

Indexes Close Weekly MTD YTD

S&P/TSX 20,621.39 -3.45% -2.83% -2.83%

S&P500 4,397.94 -5.68% -7.73% -7.73%

NASDAQ 13,768.92 -7.55% -11.99% -11.99%

DJIA 34,265.37 -4.58% -5.70% -5.70%

Russell 2000 1,987.92 -8.07% -11.46% -11.46%

FTSE 100 7,494.13 -0.65% 1.48% 1.48%

Euro Stoxx 50 4,229.56 -1.00% -1.60% -1.60%

Nikkei 225 27,522.26 -2.14% -4.41% -4.41%

Hang Seng 24,965.55 2.39% 6.70% 6.70%

Shanghai Comp. 3,522.57 0.04% -3.22% -3.22%

MSCI ACWI 712.80 -4.25% -5.57% -5.57%

MSCI EM 1,244.31 -1.05% 1.00% 1.00%

MSCI ACWI ESG Leaders 2,535.13 -3.82% -5.70% -5.70%

Fixed income Close Weekly MTD YTD

FTSE Canada Uni. 1,156.06 -0.23% -2.87% -2.87%

BBG Global Agg. 527.40 -0.19% -0.94% -0.94%

TSX Pref 1,952.65 -0.27% 0.21% 0.21%

Bond yields Close bps chg Weekly bps chg MTD bps chg YTD

10 yr Canada Govt. 1.79% 1.8 36.5 36.5

10 yr U.S. Govt. 1.76% -2.6 24.8 24.8

30 yr Canada Govt. 2.00% -2.2 32.1 32.1

30 yr U.S. Govt. 2.07% -5.1 16.8 16.8

Commodities Close Weekly MTD YTD

Oil 85.14 2.21% 13.70% 13.70%

Natural gas 4.00 -6.17% 7.21% 7.21%

Gold 1,835.38 0.96% 0.34% 0.34%

Silver 24.30 5.81% 4.24% 4.24%

Copper 452.40 2.34% 1.36% 1.36%

Currencies Close Weekly MTD YTD

CAD/USD 0.7949 -0.24% 0.47% 0.47%

USD/EUR 0.8815 0.63% 0.25% 0.25%

CAD/EUR 0.7007 0.40% 0.76% 0.76%

USD/JPY 113.6800 -0.45% -1.22% -1.22%

USD/CNY 6.3387 -0.22% -0.27% -0.27%

USD/MXN 20.4734 0.81% -0.27% -0.27%

GBP/CAD 1.7050 -0.64% -0.33% -0.33%

GBP/USD 1.3553 -0.89% 0.16% 0.16%

* Please refer to Appendix for the above table in Canadian dollar terms.

S&P/TSX Composite Index Treasury yield curves 

Source: Bloomberg, Refinitiv DataStream. Index returns are in local currency. All equity indexes are price returns and do not include dividends. 
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Economic indicators Period Survey Actual Prior period 

Canada CPI YoY Dec 4.8% 4.8% 4.7% 

Canada housing starts Dec 270.0k 236.1k 301.3k 

Canada retail sales MoM Nov 1.20% 0.7% 1.60% 

U.S. initial jobless claims Jan-15 220k 286k 230k 

U.S. housing starts Dec 1650k 1702k 1679k 

U.S. Empire Manufacturing Index Jan 25.0 -0.7 31.9 

 

Canada 
 

Canadian equities fell sharply as investors priced in 

uncertainty about rate hikes by the Bank of Canada to 

clamp down on rising inflation. The utilities sector stood 

out, making marginal gains for the week, and health 

care and information technology were the worst-

performing sectors.  

 

In economic developments, the Canadian 

unemployment rate declined further, with strong job 

gains data. Expectations that inflation in Canada may 

be peaking, with Bloomberg estimates showing a likely 

decline in monthly rate of expansion, encouraged 

sentiment. 

 

U.S. 
 

U.S. equities declined for the week as investors cut 

back on risk exposure. Hawkish comments from Federal 

Reserve officials kept upward pressure on U.S. Treasury 

yields, which hurt momentum and growth shares early, 

while a surprisingly weak U.S. retail sales report and 

poor industrial production and consumer sentiment 

readings hurt cyclicals, including industrials, financials 

and materials. Rising oil prices helped energy stocks 

outperform but added to inflation worries, and energy 

stocks faded into the close.  

 

U.S. consumer price inflation accelerated to hit a multi-

decade high, rising by 7% compared with the same 

month last year. The inflation reading weighed on 

stocks most vulnerable to rising wage pressures in the 

consumer discretionary sector, including retailers, 

restaurants and grocery stores. Weaker-than-expected 

retail and food service sales added to pressure on the 

sector.  

 

A weak start to the earning season also added to the 

negative sentiment. Goldman Sachs, the investment 

banking and financial services company, slipped after 

missing earnings expectations, and communication 

services company Netflix fell after disappointing 

guidance on subscriber numbers.  

 

Among companies in focus, Peloton plunged 24% after 

CNBC reported the company would suspend 

production of exercise equipment due to weak 

demand. Peloton, a huge momentum stock during the 

pandemic, has seen its fortunes turn following last year's 

product recall and amid investor preference for 

value/cyclical stocks. 

 

On the positive side, video game giant Electronic Arts 

popped up 1.4%; video game makers appear set to 

attract more takeover interest after Microsoft’s 

blockbuster acquisition of Activision. 

 

Rest of the world 
 

European equities declined. Rising bond yields and 

volatility in U.S. markets weighed on European markets, 

and Bank of England Governor Andrew Bailey warned 

of a wage-price spiral flowing from rising cost pressures. 

U.K. consumer prices again beat expectations in 

December, with a 0.5 % increase, large enough to lift 

the annual inflation rate from 5.1% to 5.4%, the highest 

since March 1992.  

 

In Asia, the People’s Bank of China (PBoC) cut its one-

year loan prime rate by ten basis points, to 3.70%, and 

its five-year rate by five basis points, to 4.60%. The 

moves matched expectations that the PBoC would act 

to support the economy against COVID-induced 

weakness and ongoing turmoil in the property sector. 

This helped Hong Kong‘s Hang Seng Index surge 2.4%. 

Property stocks were among the main beneficiaries, 

because the lower PBoC five-year rate will push down 

mortgage lending rates. Growth sectors outperformed 

following the cuts, led by internet and tech stocks. 

Elsewhere, rising domestic COVID-19 cases dented 

Japanese market sentiment, as did pressure on tech 

stocks created by rising U.S. bond yields.  
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Looking Ahead 
 

Economic indicators Period Survey Prior period 

Bank of Canada rate decision Jan 26 0.25% 0.25% 

FOMC rate decision (upper bound) Jan 26 0.25% 0.25% 

U.S. GDP annualized QoQ Q4 2021 5.3% 2.3% 

U.S. initial jobless claims Jan 22 263k 286k 

Markit eurozone manufacturing PMI Jan 57.5 58 

Eurozone economic confidence Jan 114.5 115.3 

 

Central bank meetings 

 Central banks Date Probability of change Current rate 

Federal Open Market Committee 26-Jan-22 5.4% 0.25% 

Bank of Canada 26-Jan-22 69.9% 0.25% 

Bank of England 3-Feb-22 90.5% 0.25% 

European Central Bank 3-Feb-22 0.7% 0.00% 

Bank of Japan 18-Mar-22 -4.1% -0.10% 

Source: Bloomberg. Probability of change implies the possibility of a central bank hiking interest rates during their upcoming meeting. A negative number in this case means chances of a 
rate cut rather than a hike.  

 

Spotlight 
 

Inflation supportive of equities 

The chart below, sourced from Goldman Sachs, shows that a rising Fed funds rate is accompanied by positive equity 

returns. However, the returns are increasingly driven by profit growth while valuations tend to fall, similar to the 

experience in the growth phase of the bull market. 

 

MSCI AC World performance split between earnings and valuation in 

 previous Fed rate hiking cycles 

 
 
 

Source: Goldman Sachs, December 2021. 
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Appendix 
 

Global markets (Returns in Canadian dollar terms) 

Indexes Close Weekly MTD YTD 

S&P/TSX 20,621.39 -3.45% -2.83% -2.83% 

S&P500 4,397.94 -5.76% -8.43% -8.43% 

NASDAQ 13,768.92 -7.63% -12.66% -12.66% 

DJIA 34,265.37 -4.67% -6.42% -6.42% 

Russell 2000 1,987.92 -8.15% -12.14% -12.14% 

FTSE 100 7,494.13 -1.45% 0.88% 0.88% 

Euro Stoxx 50 4,229.56 -1.57% -2.69% -2.69% 

Nikkei 225 27,522.26 -1.80% -4.85% -4.85% 

Hang Seng 24,965.55 2.28% 6.05% 6.05% 

Shanghai Comp. 3,522.57 0.17% -3.69% -3.69% 

MSCI ACWI 712.80 -4.33% -6.28% -6.28% 

MSCI EM 1,244.31 -1.13% 0.23% 0.23% 

MSCI ACWI ESG Leaders 2,535.13 -3.90% -6.42% -6.42% 

Fixed income Close Weekly MTD YTD 

FTSE Canada Uni. 1,156.06 -0.23% -2.87% -2.87% 

BBG Global Agg. 527.40 0.04% -1.41% -1.41% 

TSX Pref 1,952.65 -0.27% 0.21% 0.21% 

Bond yields Close bps chg Weekly bps chg MTD bps chg YTD 

10 yr Canada Govt. 1.79% 1.8 36.5 36.5 

10 yr U.S. Govt. 1.76% -2.6 24.8 24.8 

30 yr Canada Govt. 2.00% -2.2 32.1 32.1 

30 yr U.S. Govt. 2.07% -5.1 16.8 16.8 

Commodities Close Weekly MTD YTD 

Oil 107.11 2.45% 13.17% 13.17% 

Natural gas 5.03 -5.95% 6.71% 6.71% 

Gold 2,309.00 1.19% -0.20% -0.20% 

Silver 30.56 6.09% 3.80% 3.80% 

Copper 569.13 2.59% 0.88% 0.88% 

Currencies Close Weekly MTD YTD 

CAD/USD 0.7949 -0.24% 0.47% 0.47% 

USD/EUR 0.8815 0.63% 0.25% 0.25% 

CAD/EUR 0.7007 0.40% 0.76% 0.76% 

USD/JPY 113.6800 -0.45% -1.22% -1.22% 

USD/CNY 6.3387 -0.22% -0.27% -0.27% 

USD/MXN 20.4734 0.81% -0.27% -0.27% 

GBP/CAD 1.7050 -0.64% -0.33% -0.33% 

GBP/USD 1.3553 -0.89% 0.16% 0.16% 

 

Source: Bloomberg, Refinitiv DataStream. All equity indexes returns are price returns and do not include dividends. 
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Views expressed regarding a particular company, security, industry or market sector are the views only of that 

individual as of the time expressed and do not necessarily represent the views of Fidelity or any other person in the 

Fidelity organization. Such views are subject to change at any time, based upon markets and other conditions, and 

Fidelity disclaims any responsibility to update such views. These views may not be relied on as investment advice and, 

because investment decisions for a Fidelity Fund are based on numerous factors, may not be relied on as an indication 

of trading intent on behalf of any Fidelity Fund.  

 

Certain statements in this commentary may contain forward-looking statements (“FLS”) that are predictive in nature 

and may include words such as “expects,” “anticipates,” “intends,” “plans,” “believes,” “estimates” and similar 

forward-looking expressions or negative versions thereof. FLS are based on current expectations and projections about 

future general economic, political and relevant market factors, such as interest, and assuming no changes to 

applicable tax or other laws or government regulation. Expectations and projections about future events are inherently 

subject to, among other things, risks and uncertainties, some of which may be unforeseeable and, accordingly, may 

prove to be incorrect at a future date. FLS are not guarantees of future performance, and actual events could differ 

materially from those expressed or implied in any FLS. A number of important factors can contribute to these 

digressions, including, but not limited to, general economic, political and market factors in North America and 

internationally, interest and foreign exchange rates, global equity and capital markets, business competition and 

catastrophic events. You should avoid placing any undue reliance on FLS. Further, there is no specific intention of 

updating any FLS, whether as a result of new information, future events or otherwise. 




