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Market and Economic News

North American stock markets retreated around 3% in the last week, as investors worried that China’s growth may be
stifled and the month of September has arrived (usually the worst performing month for equities). Canadian markets
fared slightly better than their US counterparts as they were helped by better than expected quarterly bank earnings
results.

Canada’s big six banks earned around C$4.7 billion in their third quarter, which was C$500 million more than last year.
Except for CIBC, all of the other banks beat analysts’ earnings estimates. The banks also maintained their dividend
payments. In contrast, the US banking system has had 81 bank failures in 2009, mostly involving small banks.

The bad news for the week was that the leading companies in China will potentially issue new shares and dilute the
existing shareholders and bank lending may slow making it hard for their economy to grow. The Shanghai Composite is
now 23% off its August highs. In other overseas news, last weekend saw the end of over 50 years of Japan being ruled by
the Liberal Democrats. The Democratic Party of Japan won a majority, on the promise of
stimulating the Japanese economy. This helped support further gains in the yen.

Other news moving the markets included US manufacturing which showed an expansion in
August for the first time in 19 months. US pending home sales extended its consecutive
monthly increase to six and consumer spending met expectations with the aid of the “cash for
clunkers” program. Canada’s economy also eked out a 0.1% gain in June, the first expansion in
11 months.

Credit Lending Remains Anemic

Despite the best efforts of the US Federal Reserve to promote credit lending with a target interest rate near zero, the
market is anemic compared to historical standards. Lenders and borrowers are in a virtual standstill. The M1 Money
Multiplier recently dipped below 1.0 this year, after hovering between 1.75 and 3.00 for most of the past three decades.

For the past six months, bank holdings of safe securities have grown by $200
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N risk. On the other hand, households who are saddled with enormous debt and
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system. The Fed’s monetary fuel will remain inconsequential until banks are
willing to lend again, and people want to borrow.
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THIS WEEK IN NUMBERS
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sped ncome : (Sources: The Globe & Mail, Yahoo Finance and Bank of Canada)
iShares Cdn Univrs Bond E.T.F. $29.76 0.5% 1.3% 2.2% 2.0%

iShares Cdn Long Bond E.T.F. $19.75 1.0% 1.9% 3.2% 1.1%

iShares Cdn Shrt Trm Bd E.T.F. $29.45  0.3% 0.7% 1.9% 3.0%

CDN 30 yr yield 3.862%  -1.1% -2.4% 11.8% -3.4%

US 30 yr yield 4104%  -2.3% -4.8% 52.5% -5.9% m"ll '

Exchange Rates I-Partiiset K E R R

Canadian Dollar ($US) $0.905 -0.6%  -25%  10.2% 3.3% FINANCIAL

Canadian Dollar (Euro) $0.634 -0.8% -2.6% 7.8% -1.7%

Canadian Dollar (Yen) $83.400 -2.8%  -5.0%  11.9% -18.0% Founded in 1979 as a fee-only personal wealth

management firm, Kerr Financial has evolved into
one of the largest multi-family office firms in

Latest Canada, bringing together tax advice, investment
Commodities Price management and estate planning under one roof.
RJ/CRB Index 249.63  -2.6% -3.0% 8.8% -34.1% We work with clients to help them maximize their
Dow Jones UBS Livestock 3268  -1.4% 5.7%  -19.5% -35.3% personal financial resources, alleviate their
Gold $978.50  3.5% 26%  10.7% 20.7% financial and retirement concerns and simplify the
Natural Gas $272  -67%  -257%  -51.7% -62.6% administration of their affairs.
Light Sweet Crude Oil $68.05 -47%  -2.0%  52.6% -38.0%
CBOE Volatility Index 28.97 15.8% 11.5% -27.8% 31.4%
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