RESEARCH ( { ) CAPITAL John Bruce

CORPORATION

November 05, 2026

October began with a positive tone for equity investors as the bellwether S&P500
Index notched a record high early in the month, powered yet again by tech
momentum. However, by month-end the inflationary implications of geopolitical
flare-ups pushed energy prices higher, and mixed earnings and revenue forecasts
from some key tech names pulled major indices down. Shares in Meta, Alphabet,
Amazon, Nvidia and Intel all fell in October. The Nasdaq and S&P500 ended the
month down, but the S&P TSX edged up. German and UK share indices rose while
Asian benchmarks fell. In fixed income, global bond yields, which had spiked in
September, fell in October amid a flight to safety that spurred renewed demand for
government debt. In the last week of the month, the U.S. Federal Reserve, the
European Central Bank and the Bank of Japan all left interest rates on hold while

the Bank of Canada lifted its key rate a quarter point.

For the month, the S&P/TSX Composite Index rose 1.24%, the S&P 500 Index
dropped 0.89%, the Nasdaq Index fell 5.28%, the MSCI World Index shed 0.76%
and the MSCI EAFE Index dipped 0.45%. In the U.K., the FTSE 100 Index added
1.29% while Germany’'s DAX Index gained 2.46%. In Asia, Japan’'s Nikkei 225 slid
5.18% and the MSCI China Index lost 7.15%. The FTSE Canada Universe Bond
Index ended the month up 1.48%. Gold lost 6.33% and Brent crude jumped 15.15%.



Monthly developments and data releases

In Canada, Statistics Canada reported that August GDP was essentially flat for a
second straight month, below expectations for a 0.2% uptick. Wholesale trade fell
1.4% as most subsectors contracted. Motor vehicle and vehicle parts wholesalers
recorded their first drop in seven months on lower imports and weaker
manufacturing. StatsCan noted a “prolonged summer shutdown at a major auto

assembly plant” to explain the 5.8% decline in manufacturing.

Initial estimates for September suggest GDP declined 0.1%, according to StatsCan.
The agency’s flash estimates for Q3 GDP still foresee growth of 1.3%, annualized,
down from 3.3% in Q2 (official Q3 and September data will come in November). The
data was released two days after the Bank of Canada (BoC) lifted its benchmark
interest rate by a quarter point to 2.5%, the first increase in more than three years.
However, in its monetary policy report released the same day it hiked rates, the BoC
predicted 2% growth for Q3, above the StatsCan forecast.

In contrast to the weak GDP August scorecard, retail sales rose 1.2% in the month
to $74.6 billion, aided by higher new car sales. Sales were up in all nine subsectors
StatsCan tracks. Core retail sales, which excludes fuel and motor vehicle and parts
dealers, rose 1.1%. The agency said its advance estimate of September retail sales
indicated a gain of 0.7% but added the usual caveat that the forecast is subject to

revision.

Higher gas prices continued to drive headline inflation, which rose to 3.1%,
annualized, from 3.0% in August. September was the highest reading since the two-
year high of 3.2% in May, but below expectations of 3.2%. Rising gas prices
mirrored the recent surge in oil prices on increased U.S.Israel/lran tensions.
Excluding gasoline, the Consumer Price Index rose by 2.2% annually, slower than
2.4% in August and close to the BoC's 2% target.



The economy lost a net 68,300 jobs in September, and the unemployment rate
ticked up to 6.5% from 6.4%. The unexpected losses followed a decline of 41,700
jobs in August, according to StatsCan. September was the first full month of data
after new U.S. tariffs took effect. September’s drop means the economy has shed
41,200 jobs year to date, compared with a gain of 211,300 in the same period of
2025. However, some of the job losses can be traced to older workers retiring and
not being immediately replaced. Housing activity was soft in September as the six-
month new construction trend barely changed, indicating weak underlying

momentum. Existing home sales fell 2.3%, month over month.

In the U.S., Q3 GDP rose at a 3.4% annual rate, according to the Commerce
Department, the fastest pace in a year. The data beat expectations of 3.1% growth
and followed a 2.2% expansion in Q2. The Q3 growth was led by a surge in

business investment from the Al build-out and healthy consumer spending.

The headline flash S&P Global US Purchasing Managers Index dipped from 58.4 in
September to 57.6 in October but remained firmly in expansion territory. Despite the
drop, the index still indicated the second-best increase in activity since March 2022.
Growth in new orders strengthened to its highest level in more than four-and-a-half

years, while export sales recorded their biggest gain since May 2022.

A measure of underlying demand that carves out more volatile government,
inventory and international trade data also rose. Called final sales to private
domestic purchasers, it was up at a 4.9% rate in Q3 from 4.6% in Q2. This was the
fastest pace since Q2 2021, when the economy was rebounding from the initial
pandemic shock. Despite the solid Q3 GDP performance, employers added just
29,000 jobs in September, well below expectations. The unemployment rate edged
up to 4.2% in September, up from 4.1% in August and slightly above market

expectations of 4.1%.



U.S. inflation rose in September, with the Personal Consumption Expenditures Price
Index (PCE), a measure of the prices that consumers pay for goods and services,
up 3.6%, annualized, in September, from 3.4% in August, according to the Bureau of
Economic Analysis. Higher energy prices were key drivers, but housing costs also
contributed to the increase. Average gas and diesel prices eased slightly in October
but remained far above year ago levels. Prices excluding food and energy rose

2.6%, above forecasts of 2.5%.

Gains in average real hourly eamings have been less than inflation for six straight
months, according to the Bureau of Labor Statistics. The University of Michigan's
consumer sentiment index was revised higher to 48.0 in late October, up from a
preliminary estimate of 46.3, but remained at its lowest level in five months.
Approximately 55% of respondents said they were worse off financially than a year

ago.

In the Eurozone, GDP growth slowed to 0.4% in Q3 from 0.6% in Q2, but better than
forecasts of 0.2%. France's economy unexpectedly contracted by 0.1%, Germany

grew 0.2%, ltaly was flat, and Spain expanded 0.6%.

The annual inflation rate in the bloc accelerated for a third consecutive month to
3.8% in September, up from 3.2% in August, according to Eurostat. It was the
highest rate of increase since September 2023 but in line with expectations. Energy
costs were a key contributor. Higher inflation was recorded across the largest EU
economies; rising in Germany to 3.3% from 2.9%, in France to 3.4% from 2.6%, in
Italy to 4.2% from 3.2%, in Spain to 5% from 4.6%, and in the Netherlands to 3%
from 2.8%. Energy and travel-related services led the increases. Annual core

inflation which excludes energy, food, alcohol & tobacco rose to 2.5% from 2.4%.



In the UK, GDP rose 0.1% in August after posting 0.4% growth in July, supported by
manufacturing. Labour market data indicated continued resilience, with 13,000 jobs
created in September. The unemployment rate dropped to 4.7% from 4.9%. Inflation

rose to 3.5%, annualized, from 3.1%, led by higher fuel costs.

In Japan, annual core inflation in Tokyo exceeded the central bank's 2% target in
October, highlighting mounting price pressure. The core consumer price index in
Tokyo, which includes fuel but not fresh food, rose 2.6% in October, matching
expectations and following a 2.7% increase in September. In its quarterly outlook,
the Bank of Japan maintained its FY2026 inflation forecast of 2.5% but raised its

economic growth projection to 0.7% from 0.6%.

In China, economic activity continued to be driven by strong external demand,
particularly in technology. Exports rose 36.3%, year over year, in September,
powered by a 64% surge in high-tech shipments, while imports also strengthened.
Producer price inflation accelerated to 5.0% from 3.8%, while consumer inflation
rose modestly to 0.9%. The data indicates that exports continue to sustain the

broader economy in the face of much more subdued domestic demand.

What can we expect now?

The results of the U.S. midterm elections will be closely watched worldwide for
indications of potential policy shifts going forward. For Canada, the trade file
remains paramount. On the eve of the election, both Carney and Trump made
positive, if vague, references to progress towards an agreement. For U.S. voters,
affordability has been a key issue; gasoline prices are up 45% from just before the
U.S./Israel attack on Iran and diesel is 71% higher. The Al build-out that has
underpinned much of U.S. economic growth has also become an election flash point
in states where huge data centers are either under construction or proposed. The
late October selloff in some key tech stocks surfaced renewed investor concerns
about the vast sums, much of it borrowed, being spent on the Al build-out and the

viahility of paths to sustained profitability over time while shouldering such debt. But



of the 60% of S&P500 companies reporting Q3 results to date, 82% have reported a
positive earnings-per-share surprise and 70% posted better than forecast revenue.
Corporate profits are fundamental to the direction of share prices over time and for

now, in the U.S., they remain very healthy.

In closing, the last 3 years have been extremely generous to our portfolios, and we
have only had brief periodic disruptions in that time. This is not the case this year.
Since Covid, we have not had the chaotic disruptions that the current U.S.
administration has been inflicting upon our economy nor the geo-political disruptions
to the global economies as a result of the war against Iran and the Russian
aggression in Ukraine. The fixed income market (debt instruments and bonds) and
the stock markets remind me of walking across a very hot beach bare foot. It is
uncomfortable, at times painful, and forces you to run quickly to a destination that
will finally allow you to rest and relax and absorb the beautiful sun that was the
reason you came to the beach in the first place. Often during the painful moments,
we forget why we are at the beach in the first place and tend to only focus on the

uncomfortable and painful part of this journey.

Investing is a journey. Any journey will have great days, good days, mediocre days,
worse days, and sometimes horrible days. This is not new. This is not unusual. This

is what a journey in investing is.

Sincerely,
John S. Bruce, CIM
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