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Monthly Market Insights 
Data and opinions as of November 30, 2022 

Markets advance to next round 
Like Argentina’s strong performance following a weak start to the FIFA World Cup, markets bounced-back in November 
following a pull-back in mid-October. US equities advanced on the back of better-than-expected US CPI data, further 
boosting optimism that the Fed may be able to tame inflation without causing a recession. The S&P 500 closed the month 
up 4.7%, European equities advanced 10.7%, Canadian equities saw gains north of 5% and even Emerging markets, 
which have been underperforming year-to-date, made a strong comeback in November. On the fixed income side, 10-
year yields dropped by 44bps in the US and 32bps in Canada over the month on hopes that central banks might be able 
to downshift on the magnitude of rate hikes. US and Canadian bonds gained 3.7% and 2.8% respectively, while 
Bloomberg US HY 2% bonds closed +2.1%. 

 

The NEI perspective 
 
Price pressures are easing as tighter monetary policy is starting to curb excess demand and easing supply 
chains are lowering costs for materials and freight. However, the labour market remains tight, and wages 
continue to increase in real terms. As a result, core inflation may remain higher for longer, even as headline 
inflation begins to moderate. 
 
Recession risk looms as recent data shows the global economy is weakening with both manufacturing and 
services slowing as business and consumer confidence hit their lowest point in two years. Plus, the deeply 
inverted US yield curve also points to the possibility of a looming recession.   
 
Market prices not reflecting recessionary concerns despite already being revised downward since the 
summer, markets may still not be fully pricing in the impact lower demand and higher costs will have on 
corporate profit margins. Earning estimates may have to be revised further as current market pricing may still 
be too optimistic if a recession is on the horizon. 

 

From NEI’s Monthly Market Monitor for December. Read the full report for more insights.  

Equity 
% return in C$ 

Canada: MSCI Canada; U.S.: MSCI USA International: MSCI EAFE; 
Emerging markets: MSCI Emerging Markets. Source: Morningstar 

Direct.  

Fixed income and currency 
% return in C$ 

Canada investment grade: Bloomberg Barclays Canada Aggregate; 
Global investment grade: Bloomberg Barclays Global Aggregate; 

U.S. high yield: Bloomberg Barclays U.S. High Yield. Source: 
Morningstar Direct.
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Price pressure eases but wage inflation remains high 

The unprecedented strain supply chains faced during the pandemic was a key contributor to global inflation, but it appears 
the worst may be behind us according to the Global Supply Chain Pressure index. Tighter central bank policies across 
major economies have started to take effect on price pressures. Raw material prices and freight costs have also cooled 
dramatically, leading to lower growth in input costs, and output price inflation in October. 
 

 

Source: Bloomberg data as of November 30, 2022 

 

However, wage gains still show no sign of abating. The recent Global Wage Report showed that, while global monthly 
wages fell in real terms by –0.9% in the first half of 2022, the picture in nominal terms is quite different as nominal wages 
have risen to unsustainable levels in many countries. In the US, wage gains remain strong, driven by a tight labour 
market. Average hourly earnings continue to increase more quickly than the pre-pandemic average of 3% gains annually, 
continuing to put pressure on inflation. 
 

Headline inflation will likely continue to retreat, but core inflation may remain higher for longer. Although the bulk of the 

tightening is already behind us and the central banks may downshift in the upcoming rate hikes, it is likely that rates will 

need to remain higher for longer in order for tighter financial conditions to work through the economy and for inflation to 

moderate. 

Recession risk looms 
 
With aggregate demand quickly cooling, growth momentum in manufacturing activities is now firmly on a negative 
trajectory. In October, S&P Global PMI confirmed that the global economy is weakening as the slowdown deepened at the 
start of the fourth quarter with both manufacturing and service activities decelerating and output contracting at a faster 
rate. At the same time, business and consumer confidence have weakened and are now at lowest point in two years, 
which signals weakness in future business investments and consumer spending. 

Another important recession indicator is also flashing warning signals. The spread between the U.S 2-year and 10-year 
Treasury yields is one of the credit conditions indicators most watched by the US Fed. The indicator has a good track record 
of predicting recessions shortly after the spread turns negative. It is now firmly in negative territory and is at its lowest level 
since 1981, with the 10-year Treasury yield 83 basis points below the 2-year yield.  
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Source: Bloomberg data as of November 30, 2022 

Market prices not reflecting recessionary concerns 

Consensus estimates for next year’s earnings growth for S&P 500 companies have gradually been revised lower since 
July. Earnings estimates have fallen from over 11% to 5.3% for 2023. Further downward revisions are likely as corporate 
profitability comes under pressure from lower consumer demand, higher input costs and higher labour costs, resulting in 
lower output prices and shrinking profit margins. Earnings estimates of companies in Europe Stoxx 600 have also been 
revised lower, which is in contrast to the Asia Pacific region, India in particular, which has shown upward revisions to 
company earnings estimates. 

 

Source: Bloomberg data as of November 30, 2022 

Current market pricing levels across bonds and equities may still be too optimistic. This optimism could lead to near-term 
market volatility as core inflation may persist, rates may need to remain higher for longer, economic growth momentum 
may continue this negative trend, and earnings estimates continue to be revised lower. The market may not hit an 
inflection point until central banks reach peak hawkishness and inflation shows sustained signs of moderating. 
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Aviso Wealth Inc. (“Aviso Wealth”) is the parent company of Credential Qtrade Securities Inc. (“CQSI”), Credential Asset Management (“CAM”), 
Qtrade Asset Management (“QAM”) and Northwest & Ethical Investments L.P. (“NEI”). NEI Investments is a registered trademark of NEI. Any use by 
CQSI, CAM, QAM or NEI of an Aviso Wealth trade name or trademark is made with the consent and/or license of Aviso Wealth. Aviso Wealth is a 
wholly-owned subsidiary of Aviso Wealth Limited Partnership, which in turn is owned 50% by Desjardins Financial Holdings Inc. and 50% by a 
limited partnership owned by the five Provincial Credit Union Centrals and The CUMIS Group Limited. 

This material is for informational and educational purposes and it is not intended to provide specific advice including, without limitation, investment, 
financial, tax or similar matters. This document is published by CQSI, CAM and QAM and unless indicated otherwise, all views expressed in this 
document are those of CQSI, CAM and QAM. The views expressed herein are subject to change without notice as markets change over time. Views 
expressed regarding a particular industry or market sector should not be considered an indication of trading intent of any funds managed by NEI 
Investments. Forward-looking statements are not guaranteed of future performance and risks and uncertainties often cause actual results to differ 
materially from forward-looking information or expectations. Do not place undue reliance on forward-looking information. Mutual funds are offered 
through Credential Asset Management Inc. Mutual funds and other securities are offered through Credential Qtrade Securities Inc. Commissions, 
trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please read the prospectus before 
investing. Unless otherwise stated, mutual fund securities and cash balances are not insured nor guaranteed, their values change frequently and 
past performance may not be repeated. 

The MSCI information may only be used for your internal use, may not be reproduced or re-disseminated in any form and may not be used as a 
basis for or a component of any financial instruments or products or indices. None of the MSCI information is intended to constitute investment 
advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such. Historical data and 
analysis should not be taken as an indication or guarantee of any future performance, analysis, forecast or prediction.  The MSSCI information is 
provided on an “as is” basis and the user of this information assumes the entire risk of any use made of this information. MSCI, each of its affiliates 
and each other person involved in or related to computing, computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly 
disclaims all warranties (including, without limitation, any warranties of originality, accuracy, completeness, timeliness, non-infringement, 
merchantability and fitness for a particular purpose) with respect to this information. Without limiting any of the foregoing, in no event shall any MSCI 
Party have any liability for any direct, indirect, special, incidental, punitive, consequential (including, without limitation, lost profits) or any other 
damages. 


