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U.S. ECONOMY NARROWS THE GAP 

 

 

MARKET FOCUS 

 

U.S. GDP rebounds but uncertainty remains    

The U.S. Bureau of Economic Analysis announced that real 

gross domestic product (GDP) grew 33.1% (quarter-over-

quarter, annualized) in the third quarter of 2020. This is 

now the largest quarterly advance on record dating back 

to 1947 and was led by a 40.7% (on the same basis) surge 

in consumer spending. Regardless of the dramatic 

rebound in output, it comes on the heels of the second 

quarter’s 31.4% contraction, which was the worst 

quarterly performance over the same period. The third 

quarter estimates show total economic output US$670 

billion, or 3.5% below the cyclical peak recorded in the 

fourth quarter of 2019. Closing that gap will likely be no 

simple matter. The September employment report 

showed that the labour market was still down 10.7 million 

jobs from the pre-pandemic peak. Additionally, daily 

coronavirus case counts that have moved to the 85,000 

level in recent weeks have raised the possibility of a return 

to wider restrictions on the broader economy. Adding to 

the mix, significant uncertainty remains with respect to the 

scope and scale of any additional, near-term, federal 

stimulus package.  
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Bank of Canada contemplates near-zero rates until 2023 

Following its October 28 policy deliberations, the Bank of 

Canada announced that it was holding interest rates 

steady, with its target for overnight borrowing unchanged 

at 0.25%. The bank last adjusted interest rates at the 

outset of the pandemic in March, when it lowered 

administered rates by a cumulative 1.50% in three 

separate moves. The bank refers to its current target rate 

as the “effective lower bound,” and it appears likely that 

this target will be maintained for quite some time. 

Published simultaneously, the bank’s October 2020 

Monetary Policy Report (MRP) states that “ongoing slack 

in the economy is expected to continue to hold inflation 

down into 2023.” Even though the federal government has 

yet to table a budget, assumptions built into the MRP 

explicitly include “additional fiscal support relative to the 

July Report.” Looking further out, the bank’s inflation 

control target (currently 2%) is set to be renewed in 2021. 

Given the scope of government borrowing anticipated 

over the near term, investors will be watching closely for 

any indication of a material shift in the Bank of Canada’s 

mandate ahead of the renewal.   

 

Euro area recovery likely to be short lived 

The euro area economy expanded at a record pace in the 

third quarter of 2020. However, a return to lockdown in 

France and Germany, raises the spectre of a double-dip 

recession. Figures released by Eurostat, showed that the 

GDP of the 19-nation economy surged by 12.7% in the 

three months to September, eclipsing the prior record set 

in the second quarter of 1997 (1.2%) and allowing a partial 

recovery from the record 11.8% contraction in the 

previous quarter. Of the region’s major member nations, 

France (18.2%), Spain (16.7%) and Italy (16.1%) each 

logged double-digit increases in economic activity. Total 

output in Germany jumped by a record 8.2%. Despite the 

outsize growth, total output in the euro area is still 4.3% 

below the peak seen in the fourth quarter of 2019. Further, 

the reintroduction of lockdown measures is expected to 

dampen activity in the fourth quarter. In response, the 

European Central Bank acknowledged the downside risks, 

signalling it will ramp up stimulus again in December. 

 

 

LONGER VIEW  

Markets are searching for any certainty around the 

potential fallout from the spread of COVID-19. With 

economic activity shut down around the globe, central 

banks and governments are doing “whatever it takes” to 

keep the economic system functioning. Central banks have 

responded by cutting interest rates, creating programs to 

keep credit flowing and increasing the size of their asset 

purchasing programs, which effectively means printing 

money to buy assets. On the fiscal side, governments are 

expected to provide “helicopter money” to individuals 

who have been forced out of work. While we are not sure 

of the exact timeline, we are confident that this period of 

stress will eventually pass and investors with long-term 

horizons have an excellent opportunity to purchase stocks 

at bargain prices. 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Certain statements in this document are forward-looking. Forward-looking statements (“FLS”) are statements that are predictive in nature, depend upon or 
refer to future events or conditions, or that include words such as “may,” “will,” “should,” “could,” “expect,” “anticipate,” “intend,” “plan,” “believe,” or “estimate,” 
or other similar expressions. Statements that look forward in time or include anything other than historical information are subject to risks and uncertainties, 
and actual results, actions or events could differ materially from those set forth in the FLS. FLS are not guarantees of future performance and are by their 
nature based on numerous assumptions. Although the FLS contained herein are based upon what CI Investments Inc. and the portfolio manager believe 
to be reasonable assumptions, neither CI Investments Inc. nor the portfolio manager can assure that actual results will be consistent with these FLS. The 
reader is cautioned to consider the FLS carefully and not to place undue reliance on FLS. Unless required by applicable law, it is not undertaken, and 
specifically disclaimed that there is any intention or obligation to update or revise FLS, whether as a result of new information, future events or otherwise. 
 
Although the above information has been compiled from sources believed to be reliable, as at the date indicated, we cannot guarantee its accuracy or 
completeness. The information is provided solely for informational and educational purposes and is not to be construed as advice in respect of securities 
or as to the investing in or buying or selling of securities, whether express or implied. All data provided are subject to change without notice. The authors of 
this publication are employed by CI Investments Inc. or its affiliates. CI Multi-Asset Management is a division of CI Investments Inc. ®The Assante symbol 
and Assante Wealth Management are registered trademarks of CI Investments Inc. Assante Wealth Management and/or Assante Wealth Management 
and design are trademarks of CI Investments Inc. Neither CI Investments Inc. nor any of its affiliates or their respective officers, directors, employees or 
advisors is responsible in any way for damages or losses of any kind whatsoever in respect of the use of this information. © 2020 CI Investments Inc.    
                                                                                                                                                 

For more information, we encourage you to speak to your advisor or visit us at assante.com 


