Economic Commentary
Can Trump Deliver on Campaign Promises?
During his campaign run, Trump said he would repeal
and replace Obamacare, implement significant tax
cuts, and allocate close to a trillion dollars to
infrastructure spending. These policies would be
suppor ve of economic growth and as a result equity
markets rallied and bond yields soared. The ques on
facing investors in 2017 is how much of this news is
already factored into current market pricing and
would Trump be able to implement all of his proposed
changes.
The first major hurdle was passing the health care
reform bill which was to replace Obamacare. When it
became evident that the Republicans did not have
enough votes to pass the bill in the senate, Trump
decide to pull the bill. Not being able to pass the
health care reform bill dealt a crushing blow to the
Trump administra on and showed a lack of unity
within the Republican party. This defeat casts doubt
on the ming of other measures, including tax reform
and increased government spending ini a ves.
Equity markets con nue to show upward momentum,
albeit at a slower pace, while bond yields have
remained in a trading range so far this year. This
market reac on could imply a poten al fading of the
Trump trade that pushed markets higher following his
elec on victory.
Fed On Pace for Three Hikes in 2017
The U.S. Federal Reserve raised interest rates at its
mee ng in March and maintained its posi on that
two addi onal rate hikes through the balance of the
year would be appropriate. The ming and extent of
future rate increases will con nue to be data
dependent, with employment and infla on the key
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indicators for the Fed to monitor. The unemployment rate has shown a steady decline over the past
five years and now sits at 4.5%, the lowest rate since
May 2007. Both headline and core infla on readings
are above the Fed’s target of 2%, si ng at 2.7% and
2.2%, respec vely.
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Bank of Canada SƟll on Hold
The Bank of Canada le its overnight rate unchanged
at its first two mee ngs of the year. The Canadian
economy got oﬀ to a great start in 2017 with January
GDP up 0.6%, with many sectors contribu ng to the
stellar growth. Employment has been strong and
headline infla on is now at 2%. Despite the
strengthening economy, Bank of Canada Governor
Poloz remains very cau ous in his outlook and
con nues to maintain a dovish bias. Interest rate
hikes are not expected any me soon in Canada,
however, the risk of any rate cuts occurring has
diminished greatly with the current state of the
economy.
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Brexit, ElecƟons Highlight European PoliƟcal Risk
Britain has begun the process to exit the European
Union. Discussions will begin in June of this year,
with an end date of March 29, 2019. There are
many issues that need to be resolved in the interim,
so Brexit will con nue to be a source of vola lity in
the markets over the next two years. The global
populist sen ment that is gaining momentum will be
tested with two key elec ons France and Germany.
Higher infla on may allow the ECB to begin tapering
its bond buying program later this year, however,
the unexpected drop in the March infla on number
to 1.5% could keep the program intact through 2017.
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