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Summary  
Economic Analysis 

 Canadian economy added 11,900 jobs in September; unemployment rate falls to 

near five-year low of 6.9%.  

Equity Screens 

 33 stocks – 18 Canadian and 15 US – satisfied our growth and income criteria.  

Chart of the Day  

 Ratio of global market capitalization to GDP suggests more upside for equities. 

 
Commentary – IMF pares growth forecasts for 2013 and 2014 

Next year’s GDP growth estimate of 3.6% still the best in three years  

Elvis Picardo, CFA 

 

The International Monetary Fund trimmed its forecast for the global economy in its 

World Economic Outlook (WEO) released last week. The IMF pared its estimate for 2013 global 

GDP growth to 2.9% (from 3.2% in its April report), saying that global growth remains in low 

gear, averaging only 2.5% in the first half of this year, the same pace as in the second half of 

2012. It also trimmed its 2014 forecast to 3.6% (from 3.8% in April). The IMF noted that in a 

departure from previous developments since the global recession, the advanced economies 

have recently picked up some speed while the emerging market economies have slowed down 

(although they continue to account for most of global growth). While the IMF left its forecasts 

for the advanced economies group unchanged at 1.2% for 2013 and 2.0% for 2014, it took down 

its estimates for the emerging markets by about 0.5 percentage point to 4.5% in 2013 and 5.1% in 

2014. (See http://www.imf.org/external/pubs/ft/weo/2013/02/pdf/text.pdf for full WEO report). 

 

The IMF notes that most of the impetus to global growth is expected to be driven by the 

U.S., where growth is estimated to accelerate from 1.6% in 2013 to 2.6% in 2014 as fiscal 

consolidation eases and monetary conditions stay supportive. Canada, meanwhile, is also 

forecast to grow at a faster rate of 2.2% in 2014, from an estimated 1.6% in 2013. Stronger North 

American growth should offset much of the drag created by a slowing China (7.6% growth in 

2013, 7.3% in 2014). We remain highly optimistic about the potential for the TSX to deliver 

double-digit total returns in this environment of faster growth – coupled with subdued 

inflation and accommodative monetary policy – in 2014. Buy the TSX.  

http://www.imf.org/external/pubs/ft/weo/2013/02/pdf/text.pdf
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Economic Analysis  
 

Canadian jobless rate falls to near five-year low of 6.9% 

 

The Canadian economy added more jobs last month to the 59,200 positions that were 

created in August. The economy added net 11,900 jobs in August, modestly above the average 

expectation of 10,000 in an economists’ survey. However, the jobless rate dropped to 6.9% - the 

lowest since December 2008 – as an exodus of young people from the workforce sent the labour 

participation rate to an 11½-year low of 66.4%. Key points of the September jobs report –  

 

 Job gains were driven by full-time workers and the private sector (Table 1). Part-time 

positions declined by 11,500 last month as more people returned to school, while full-

time jobs more than offset that decline with an increase of 23,400.  

 Employee positions increased by 57,300, while the ranks of the self-employed fell by a 

substantial 45,400. An increase of 73,600 in private-sector positions was offset to some 

extent by a decline of 16,300 public-sector jobs.  

 The services sector (+22,200) continued to drive job creation, offsetting a decline of 

10,300 jobs in the goods-producing sector. In the former category, job creation was most 

robust in the “finance, insurance, real estate & leasing” group, which added 33,200 jobs. 

Construction (-14,100) and manufacturing (-26,000) both shed jobs last month.  

 Of the four biggest provinces, only Quebec registered an increase in part-time positions. 

In Ontario and Alberta, modest increases in full-time jobs were offset by a drop in part-

time positions. BC lost 5,400 jobs, as an increase of 2,900 full-time positions was 

overshadowed by a decline of 8,200 part-time jobs; the jobless rate inched up to 6.7%. 

Table 1: Canadian employment metrics (Source: Statistics Canada) 

 

July '13 Aug. '13 Sept. '13

Unemployment Rate 7.2% 7.1% 6.9%

Employment (net change)* -39,400 59,200 11,900

Full-time -18,300 17,400 23,400

Part-time -21,200 41,800 -11,500

Worker classificn. (net change) -39,400 59,200 11,900

Employees -42,500 39,900 57,300

Self-employed 3,200 19,200 -45,400

Public/private sector (net chg.) -42,500 39,900 57,300

Public sector -74,000 9,000 -16,300

Private sector 31,400 30,900 73,600

*totals may not add up due to rounding
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Equity Screens  
 

Stocks with income and growth potential 

 

This week’s screen looks at North American stocks that offer some dividend income, but 

have registered steady revenue growth over the past five years. We also wanted to restrict our 

parameters to stocks that were trading at a reasonable valuation, and which had not yet made 

outsize gains. Accordingly, our criteria were set as follows -  

 

 Eligible indices: TSX Composite, S&P 500, S&P 400 Midcap 

 5-year geometric growth in net sales > 5% annually (over past five years) 

 Current P/E < 15 

 YTD Price Change < 15% 

 Current Dividend Yield > 2% 

(See Analysis on next page) 

 

Table 1: Big-cap stocks with income and growth potential  

 
Source: Global Securities Research, Bloomberg 
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18 Canadian stocks (shown in light blue) and 15 US stocks made the cut, as can be seen 

in Table 1; these stocks are ranked in order of declining YTD performance.  

 

Half of the Canadian names on this list are REITs, with most them having suffered 

double-digit declines YTD. If one includes US utilities, more than a third of the 33 stocks on this 

screen are from the interest-sensitive groups, which have been under pressure in recent months 

due to rising bond yields.  

 

Overall, this screen generated some interesting names – Apple, Intel, Coach, Enbridge 

Income Fund, and Parkland Fuel. Newmont Mining, Kinross and Iamgold also appear on this 

screen, although it should come as no surprise that they are languishing at the bottom of the list 

with an average YTD decline of almost 52%. Independent oil refiner HollyFrontier Corp (HFC) 

has piqued our interest since it trades at a forward P/E of 9.8x while its EPS growth rate over the 

past five years is 44.5% (revenues have grown at 25% annually over the same period). Analysts’ 

average 12-month target price for the stock is at $49.73, implying potential upside of 15%.  

  

Please note that equity screens such as these are only a starting point for further 

analysis, and we strongly recommend that readers conduct their own due diligence.  

 

Chart of the Day 
 

Ratio of Global Market Capitalization to GDP suggests rally may have more room to run  

 

The ratio of global market capitalization to GDP provides some interesting insights into 

the state of the worldwide economy and global risk appetite. This ratio has a close correlation 

with the market cycle, trading at elevated levels during peaks and falling precipitously during 

severe market corrections.  

 

Table 1 show that this ratio is presently close to 0.81. This figure is actually a little 

overstated since it is based on present global market cap of $58.2 trillion, and end-2012 GDP 

(the last period for which this figure is available) of $72 trillion. If one assumed global growth of 

a conservative 2% for this year, the actual ratio would be about 0.79. The point, however, is that 

despite the recent improvement in risk appetite, global equities may have more upside if the 

global economy continues to strengthen. As mentioned in the “Commentary” section of this 

Bulletin, the IMF expects the worldwide economy to grow at a 3.6% rate in 2014, up from an 

estimated 2.9% pace this year. That would place global GDP at about $77 trillion by end-2014. If 

risk appetite continues to improve and the global market cap / GDP ratio rises to 0.85, global 

market cap could rise to a record $65.5 trillion by end-2014 (the previous high of $62.5 trillion 

was set in October 2007), which implies a gain of 12.5% for global equities.  
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Figure 1: Global GDP to Market Capitalization (2003 – 2013) 

 
Source: Global Securities Research, Bloomberg 

 

Market Snapshot 
At close on Friday, October 11, 2013 

S&P TSX 12892.11 -2.30 Commodities  Yields (%) Can. US 

TSX Venture 929.37 -6.15 Canadian $ (US cents) 96.55 +0.38 90 Day T-Bill 0.91 0.06 

DJIA 15237.11 +111.04 Gold (Spot)-US$ 1271.20 -16.40 2-Year Bond 1.20 0.35 

S&P 500 1703.20 +10.64 Oil (WTI-Nov.) 101.84 -1.17 10-Yr.Bond 2.59 2.69 

NASDAQ 3791.87 +31.13 CRB Index 286.61 -0.76 30-Yr. Bond 3.14 3.74 

 

Thought for the Day 
“Any idiot can face a crisis – it’s day to day living that wears you out." – Anton Chekhov 

 

 
DISCLAIMER 

 
This publication is not, nor is it to be construed as, a solicitation or recommendation to investors 

to purchase, sell or hold any of the securities referred to herein. Investors should consult their 

own broker(s) to determine the suitability of any securities referred to herein as these securities 

and the trading strategies incorporated into any trading recommendations will not be suitable to 

all investors.  Further information concerning this publication, including information respecting 

Global’s research dissemination procedures, recommendation rating system, distribution of 

research ratings, recommendation follow-up matters, suspension or discontinuance of coverage 

and related matters may be found at the research page on Global’s website, the address for which 

is www.globalsec.com, under the caption “Research”.  Unless noted otherwise, none of the 

http://www.globalsec.com/
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material operations of the issuers referred to herein have been viewed by the report writer(s). The 

contents hereof may not be reproduced in whole or in part without the prior written consent of 

Global Securities Corporation (“Global”) Copyright 2013. All rights reserved. Member – 

Canadian Investor Protection Fund. 

 

IMPORTANT RESEARCH DISCLOSURES 

 

Research Rating System  

Strong Buy: Expected total returns of 20% or more over the next 6 – 12 months. 

Buy: Expected total returns of 10% to 20% over the next 6 – 12 months. 

Speculative Buy: Significant gains expected over the next 6 – 12 months, but entire investment 

may be at risk. 

Hold: Expected total returns of 0% to 10% over the next 6 – 12 months.  

Reduce: Expected total returns of up to -10% over the next 6 – 12 months.  

Sell: Expected total returns of over -10% over the next 6 – 12 months.  

 

Analyst Certification  

The views expressed in this report accurately reflect the personal views of the analyst covering 

the subject company and its securities. No part of the analysts’ compensation was, is, or will be 

directly or indirectly related to the specific recommendations expressed in this research report.  

 

Analyst Compensation  

Global Securities may from time to time receive a portion of commissions or other fees derived 

from securities offerings in which Global participates as an underwriter. Global Securities 

analysts are salaried employees of Global who may receive a discretionary bonus derived in part 

from such commissions or such fees.  

 

Dissemination of Research  

Global Securities disseminates research reports primarily through email, and occasionally in 

hardcopy format. These publications are released as concurrently as is possible, by adding the 

publication to Global's website, sending it to those Global clients who have requested it, and by 

distributing it to Global's investment advisors and certain financial media outlets. Global 

Securities reserves the right to restrict public access to these research communications in such 

manner as it deems fit.  


