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What happened  
Trudeau’s gamble didn’t pay off 

In August, Justin Trudeau, the Prime Minister and leader of Canada’s Liberal Party, called a 
snap election two years ahead of schedule. Trudeau had mistakenly assumed that his 
government’s pandemic response would fetch him a majority in parliament with a mandate to 
deal with climate change, social welfare, and public healthcare in Canada. His opportunistic 
power grab backfired, and according to unofficial results, his Liberal Party fell short of 170 
seats required for a majority, gaining only one additional seat from the previous election in 
2019. The New Democrats are expected to continue to support Trudeau in his third 
consecutive mandate, helping to form a minority government. In short, the surprise election 
did not deliver any surprises; the status quo has not changed.  

Climate change & more social spending funded by higher taxes 

Trudeau's main policy agenda is expected to be climate change. The Canadian hydrocarbon 
sector could lose oil and gas subsidies and related public financing. New regulations and 
policies are likely to increase operating expenses for carbon-emission-heavy processes such 
as in Canada’s oil sands. Retraining for green jobs, especially in high unemployment 
provinces could help transition workers from the hydrocarbon sector. The minority government 
has a very ambitious social agenda. To fund it, the new government plans to increase taxes 
on financial institutions and sectors that benefited from the pandemic. Moreover, the New 
Democrat Party, which supports Trudeau's minority government, may push for a wealth tax for 
high net worth individuals. Finding support for social programs funded by fiscal expansion 
should be relatively easy, but introducing a plethora of new taxes may prove complicated.  

Our take 
Election cloud lifted 

Canadian equities and the currency started the year with strong momentum, outperforming 
global peers. However, the slowdown in commodities and energy prices coupled with election 
uncertainty put a pause on the outperformance of Canadian assets. We expect the high 
demand for commodities and energy to continue through year end. Thus, with the election 
cloud cleared and no significant surprises, Canadian assets should outperform global peers. 

 
 
Eylem Senyuz  
Senior Global Macro Strategist  
Portfolio & Market Strategy 



 

 

Central bank already tapering pandemic-related bond purchases 

Canada’s central bank already started tapering its bond purchases and is on track to lift its 
policy rates ahead of many other developed markets central banks including the U.S. Federal 
Reserve. We expect the Canadian dollar to stay strong with inflows attracted by higher yields.  

Bottom line 
We prefer the U.S. markets over the developed markets, in which Canada is a relatively small 
exposure. However, with the election in the rear-view mirror, optimism is returning to Canada.  

Emerging Markets (EM) were commonly the destination for investors worried about higher 
inflation, mainly induced by higher input prices. However, political uncertainties in commodity-
producing countries and China's dominance in EM indices has forced these investors to look 
elsewhere. We see Canada becoming a target for those investors that are seeking a better 
hedge against inflation and are avoiding EM. 
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Bloomberg Commodity Index (l-axis) vs. Canadian equity 
performance relative to global equity (r-axis)

Bloomberg Commodity Index
MSCI-Canada relative performance vs ACWI

Data Source: Truist IAG, Bloomberg

Election uncertainty paused 
relative performance 

Canadian equity 
outperformance 
should resume 
with 
commodities 
pushing higher



 

Disclosures 
Advisory managed account programs entail risks, including possible loss of principal and may not be suitable for all investors. 
Please speak to your advisor to request a firm brochure which includes program details, including risks, fees and expenses. 

Truist Wealth is a marketing name used by Truist Financial Corporation. Services offered by the following affiliates of Truist Financial 
Corporation: Banking products and services, including loans and deposit accounts, are provided by SunTrust Bank and Branch Banking and 
Trust Company, both now Truist Bank, Member FDIC. Trust and investment management services are provided by SunTrust Bank and 
Branch Banking and Trust Company, both now Truist Bank, and SunTrust Delaware Trust Company. Securities, brokerage accounts and /or 
insurance (including annuities) are offered by Truist Investment Services, Inc., and P.J. Robb Variable Corp., which are each SEC registered 
broker-dealers, members FINRA, SIPC, and a licensed insurance agency where applicable.  Life insurance products are offered through Truist 
Life Insurance Services, a division of Crump Life Insurance Services, Inc., AR license #100103477, a wholly owned subsidiary of Truist 
Insurance Holdings, Inc. Truist Advisory Services, Inc., GFO Advisory Services, LLC, Sterling Capital Management, LLC, and Precept 
Advisory Group, LLC, each SEC registered investment advisers, offer investment advisory services. Sterling Capital Funds are advised by 
Sterling Capital Management, LLC.    

While this information is believed to be accurate, Truist Banks, Inc., now Truist Financial Corporation, including its affiliates, does not 
guarantee the accuracy, completeness or timeliness of, or otherwise endorse these analyses or market data.  

The opinions and information contained herein have been obtained or derived from sources believed to be reliable, but Truist Financial 
Corporation makes no representation or guarantee as to their timeliness, accuracy or completeness or for their fitness for any particular 
purpose. The information contained herein does not purport to be a complete analysis of any security, company, or industry involved. This 
material is not to be construed as an offer to sell or a solicitation of an offer to buy any security. 

Opinions and information expressed herein are subject to change without notice. TIS and/or its affiliates, including your Advisor, may have 
issued materials that are inconsistent with or may reach different conclusions than those represented in this commentary, and all opinions and 
information are believed to be reflective of judgments and opinions as of the date that material was originally published. TIS is under no 
obligation to ensure that other materials are brought to the attention of any recipient of this commentary. 

Comments regarding tax implications are informational only. Truist and its representatives do not provide tax or legal advice. You should 
consult your individual tax or legal professional before taking any action that may have tax or legal consequences. 

Investments involve risk and an investor may incur either profits or losses. Past performance should not be taken as an indication or 
guarantee of future performance. 

TIS/TAS shall accept no liability for any loss arising from the use of this material, nor shall TIS/TAS treat any recipient of this material as a 
customer or client simply by virtue of the receipt of this material. 

The information herein is for persons residing in the United States of America only and is not intended for any person in any other jurisdiction. 
Investors may be prohibited in certain states from purchasing some over-the-counter securities mentioned herein. 

The information contained in this material is produced and copyrighted by Truist Financial Corporation and any unauthorized use, duplication, 
redistribution or disclosure is prohibited by law. 

TIS/TAS’s officers, employees, agents and/or affiliates may have positions in securities, options, rights, or warrants mentioned or discussed in 
this material. 

Asset classes are represented by the following indexes. An investment cannot be made directly into an index. 

Commodities are represented by the Bloomberg Commodity Index which is a composition of futures contracts on physical commodities. It 
currently includes a diversified mix of commodities in five sectors including energy, agriculture, industrial metals, precious metals and 
livestock. The weightings of the commodities are calculated in accordance with rules that ensure that the relative proportion of each of the 
underlying individual commodities reflects its global economic significance and market liquidity.  

The MSCI ACWI captures large and mid cap representation across 23 Developed Markets (DM) and 24 Emerging Markets (EM) countries*. 
With 2,757 constituents, the index covers approximately 85% of the global investable equity opportunity set 

The MSCI Canada Index is designed to measure the performance of the large and mid cap segments of the Canada market. With 91 
constituents, the index covers approximately 85% of the free float-adjusted market capitalization in Canada. 
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