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Election Preview 
Based on recent polls, a minority government is a very distinct possibility as the Liberals 
and Conservatives are in a statistical tie with about 34% support. In our view, a 
Conservative minority government will find it difficult to enact many of its campaign 
promises and Andrew Sheer is clearly aware of this challenge. 

 Taxes. Both Liberals and Conservatives are offering broad-based tax cuts. The 
Liberals and Conservatives are likely to agree on a reduction in the tax rate for 
lower income earners and remove federal taxes on EI payments for 
maternity/parental leave. 

 Housing. All three parties are looking for ways to improve housing affordability, 
although each is offering a slightly different path. The Liberals and NDP favour 
incentives for first time buyers and disincentives such as a national foreign tax 
on vacant homes. The Conservatives prefer a market approach such as 
extending mortgage amortization periods and easing stress test restrictions. 

 Spending & Deficits. The NDP is in favour of major new spending initiatives 
focused on health care, climate and social programs. The Liberals and NDP will 
see eye-to-eye on many spending initiatives. All parties will be running deficits, 
but the Conservatives are the only party promising to balance the budget in 
five years. Cost savings would be found by reducing Canada’s foreign aid 
budget and reviewing all federal subsidies. 

 

 

 

S&P/TSX Top 5 Gainers/Laggards* S&P/TSX Market Internals 

  

Source: Bloomberg, Raymond James Ltd; * 5-day price return 

Equity Market YTD Returns (%) 

Canadian Sectors Weight Recommendation

Consumer Discretionary 4.4 Underweight

Consumer Staples 4.0 Overweight

Energy 16.2 Underweight

Financials 33.0 Overweight

Health Care 1.3 Underweight

Industrials 10.9 Underweight

Technology 5.2 Market weight

Materials 11.0 Market weight

Communications 5.7 Market weight

Util ities 4.7 Market weight

Real Estate 3.7 Overweight

Technical Considerations Level YE Target  

S&P/TSX Composite 16,426 15,600                  

Source: Bloomberg, Raymond James Ltd.

Sectors are based on Bloomberg classifications
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50-Day MA

200-Day MA

Weekly Advance 99 39%

Weekly Decline 133 53%

Advance-Decline -34

New 52 wk high 3 1%

New 52 wk low 9 4%

No. Stocks Above 50-d 106 42%

No. Stocks Above 200-d 136 54%

Arms Weekly Index 1.36 Neutral

RSI (14-day) 45.3 Neutral

50-DMA 16,455 Downtrend

200-DMA 16,179 Uptrend
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Get out and Vote! 

A record 4.7 million Canadians voted in the advanced polls, almost 30% of all eligible 
voters. Based on recent polls, a minority government is a very distinct possibility as the 
Liberals and Conservatives are in a statistical tie with about 34% support. In our view, 
a Conservative minority government will find it difficult to enact many of its campaign 
promises and Andrew Sheer is clearly aware of this challenge. During an interview on 
CTV he said, “Our message would be that the party that wins the most seats has a 
mandate to implement what they put before Canadians. They have a mandate to form 
a government,” fearing the Liberals may form a collation with the NDP. Clearly, a 
Liberal minority will find greater success in passing legislation as there is policy overlap 
with both the NDP and Green parties. As the Liberals are the incumbent party we give 
them a slight edge in retaining power. If this is the case on October 21, to understand 
the potential implication, we review high-level campaign pledges for each of the main 
parties to see where there is some common ground. From this perspective, we can 
start to see some of the investment implications of the election.  

 Taxes. Both Liberals and Conservatives are offering broad-based tax cuts. The 
Liberals and Conservatives are likely to agree on a reduction in the tax rate for 
lower income earners and remove federal taxes on EI payments for 
maternity/parental leave. The Liberals and NDP will likely find some common 
ground on increasing taxes on the wealthy as both parties have proposed 
some form of “luxury tax”. On the corporate side, only the NDP and Green 
parties are proposing hiking corporate tax rates to help fund new spending 
initiatives. 

G7 Top Marginal Tax Rates & Average Wage 
Country Top Marginal Tax Rate (%) Average Wage (USD) 

based on PPP 
Canada 53.5  42,730 

France 55.2  51,503 

Germany 47.5  67,254 

Italy 42.3  45,291 

Japan 55.8  51,848 

United Kingdom 45.0  57,095 

United States 43.7  54,951  

Source: OECD 

 Housing. All three parties are looking for ways to improve housing 
affordability, although each is offering a slightly different path. The Liberals 
and NDP favour incentives for first time buyers and disincentives such as a 
national foreign tax on vacant homes. The Conservatives prefer a market 
approach such as extending mortgage amortization periods and easing stress 
test restrictions. 
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Canadian National Housing Price Index 

 

 
Source: Bloomberg 

 Climate. All the major parties agree climate change is an important issue. The 
Liberals and NDP have outlined specific targets to meet a significant reduction 
in emissions, which will be achieved through corporate tax incentives and 
additional funding to support businesses and individuals to fight climate 
change. The Conservatives’ approach is more focused on individuals by 
offering incentives to combat climate change. The Conservatives are the only 
major party that have specifically outlined initiatives to support Canada’s 
existing energy infrastructure. The Liberals and Conservatives may be able to 
find some common ground on this issue, particularly with the completion of 
the TransMountain expansion pipeline.  

 Spending & Deficits. The NDP is in favour of major new spending initiatives 
focused on health care, climate and social programs. The Liberals and NDP will 
see eye-to-eye on many spending initiatives. For example, both parties have 
proposed a national pharmacare program and increased spending on climate 
prevention initiatives. All parties will be running deficits, but the Conservatives 
are the only party promising to balance the budget in five years. Cost savings 
would be found by reducing Canada’s foreign aid budget and reviewing all 
federal subsidies. The NDP have committed to having Canada’s debt-to-GDP 
ratio fall over the 10-year fiscal horizon. The Liberals, who promised in 2015 
to balance the budget by 2019, are now promising a balanced budget in 2040, 
but of course we must not forget that “the budget will balance itself”. The 
argument for running larger deficits is that Canada’s debt-to-GDP at the 
federal level stands at 31%, which is 7% below the 52-year average. However, 
if you consider provincial debt, which the federal government could backstop, 
Canada’s financial condition does not appear as rosy and our debt-to-GDP is 
actually closer to 90%. 

-10%

-5%

0%

5%

10%

15%

20%

40

60

80

100

120

140

160

180

200

220

240

'00 '02 '04 '06 '08 '10 '12 '14 '16 '18

Teranet-National Bank  

Home Price Index 

Y/Y % Chg (RHS)

Index (LHS)



 

Weekly Trends October 18, 2019  |  Page 4 of 6 

 
 

 
 

 

 
 

Canadian & US Debt to GDP 

 

 
Source: Bloomberg 

Investment Implications 

 Currency. Under a Liberal government, the Canadian dollar may be marginally 
weaker when compared to a Conservative government. However, our 
currency is influenced by many factors and the election is only one of them. 
Based on the last six Canadian elections, the loonie has remained relatively 
stable 20 trading days before and after the election (excluding the 2008 
financial crisis). On average, the loonie was largely flat heading into an election 
and then slips ~1% over the next 20 trading days following the election. 

Currency Performance Around Elections 

 

 
Source: Bloomberg 
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 Consumer Discretionary. Lower taxes for lower income earners, higher 
minimum wages and other social benefits may assist retailers that focus on 
lower income households. Higher taxes on the wealthy may discourage and/or 
delay some purchases, which could negatively impact luxury retailers.  

 Banks & Insurers. All three parties are looking for ways to improve 
affordability although their paths are different. Nonetheless, the next 
government appears set to pass legislation that will be supportive of the 
housing market, which could benefit the banks, mortgage lenders and 
housing-related retailers. A national pharmacare program, which would take 
significant effort to rollout, if implemented, may negatively impact insurers. 
That said, there is a great degree of uncertainty surrounding this initiative as 
well as how insurers would fit within the program.  

 Infrastructure. New spending directed towards climate initiatives may benefit 
engineering and construction firms that engage in green initiatives, home and 
commercial retrofitting. Further, corporations moving towards zero-emission 
or involved in creating products that reduce or eliminate emissions may pay 
less in taxes. As for our existing energy infrastructure, without a majority 
Conservative government, it appears the space may remain challenged. 
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Important Investor Disclosures 

Complete disclosures for companies covered by Raymond James can be viewed at: https://www.rjcapitalmarkets.com/Disclosures/Index.  

This newsletter is prepared by the Private Client Services team (PCS) of Raymond James Ltd. (RJL) for distribution to RJL’s retail clients. It is not a 
product of the Research Department of RJL. 

All opinions and recommendations reflect the judgement of the author at this date and are subject to change. The author’s recommendations may 
be based on technical analysis and may or may not take into account information contained in fundamental research reports published by RJL or its 
affiliates. Information is from sources believed to be reliable but accuracy cannot be guaranteed. It is for informational purposes only. It is not meant 
to provide legal or tax advice; as each situation is different, individuals should seek advice based on their circumstances. Nor is it an offer to sell or 
the solicitation of an offer to buy any securities. It is intended for distribution only in those jurisdictions where RJL is registered. RJL, its officers, 
directors, agents, employees and families may from time to time hold long or short positions in the securities mentioned herein and may engage in 
transactions contrary to the conclusions in this newsletter. RJL may perform investment banking or other services for, or solicit investment banking 
business from, any company mentioned in this newsletter. Securities offered through Raymond James Ltd., Member-Canadian Investor Protection 
Fund. Financial planning and insurance offered through Raymond James Financial Planning Ltd., not a Member-Canadian Investor Protection Fund.  

Commissions, trailing commissions, management fees and expenses all may be associated with mutual funds. Please read the prospectus before 
investing. Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated.  The results presented should 
not and cannot be viewed as an indicator of future performance. Individual results will vary and transaction costs relating to investing in these stocks 
will affect overall performance. 

Information regarding High, Medium, and Low risk securities is available from your Financial Advisor. 

RJL is a member of Canadian Investor Protection Fund. ©2019 Raymond James Ltd. 
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