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Equity markets were upbeat this week amid a mix of mostly strong U.S. ECONOMIC RESEARCH
corporate earnings reports and as investors anxiously await next week’s formal 1-800-613-0205
monetary policy decision by the Fed. The relatively quiet economic calendar this economics.bmo.com
week was neatly bookended by the U.S. GDP report for Q2, which revealed that, Carl Campus, Economist
despite some deceleration, the economy had a little more pep in its step than +1(416) 359-6792
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previously expected. The economy expanded 2.1% a.r., notably marking the 40th
consecutive quarter of expansion, matching its longest previous expansion (from
1991-2001). Still, with rate expectations hanging in the balance, the Fed likely
remains undeterred from making an insurance cut next week given risks posed
by trade disputes and as other geopolitical tensions continue to loom large.
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Taking a step back, let’s not forget that, despite the uptick in stocks, global growth concerns continue to linger

and were highlighted by a slew of weak manufacturing sector surveys this week. Of particular note, Germany’s
manufacturing PMI flashed contraction for the seventh month in a row. Of course, the ECB, too, is crouched and ready
to ease rates. While President Draghi didn’t take any formal action at this week’s meeting, he sang all the dovish hits
both in the statement and press conference, remarking that rates could indeed reach “lower levels” in the near-term
and the Governing Council was “determined to act”, signaling a cut at the next meeting in September. Germany’s
DAX index was unenthused by the press conference but still closed 1.3% higher on the week. Meantime, U.K. markets
managed to scratch out a modest 0.5% gain even as newly minted PM Boris Johnson’s calls for a new Brexit deal
continue to be rebuffed by EU officials, raising the odds of a no-deal Brexit.
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North American Sector Performances

(% change over period)

Table 2 - S&P 500 Sector Performance Table 3 - TSX Sector Performance

July 26, 2019 July 26, 2019

S&P 500 Sectors 1 Wk 1 Mo. 3 Mo.1 Year Y-T-D 2018 TSX Sectors 1 Wk 1 Mo. 3 Mo.1 Year Y-T-D 2018
Telecom Services 4.6 66 15 193 247 -16.4 Cons Staples 36 35 35 17.4 145 0.6
Banks 37 79 25 -3.1 211 -184 Info Technology 34 97 182 333 535 125
Financials 27 62 35 22 203 -14.7 Cons Discretionary 30 64 05 -48 187 -17.7
Info Technology 24 6.0 51 125 332 -16 Industrials 24 39 27 7.0 234 -39
Industrials 14 25 13 3.6 220 -15.0 Financials 07 12 -10 06 133 -12.6
Materials 10 20 36 -08 169 -164 Banks 07 09 -1.7 -18 103 -11.4
Cons Discretionary 09 43 21 9.8 251 -05 Gold 0.7 86 27.6 301 300 -7.2
Cons Staples 0.6 4.1 6.0 13.6 19.0 -11.2 Utilities 06 1.4 49 13.7 213 -13.4
Health Care 04 03 34 39 64 47 Telecom Services 0.1 02 -10 61 69 -53
Energy -0.5 -1.7 -59 -189 8.8 -20.5 Materials -0.8 3.7 10.0 6.8 17.8 -10.6
Utilities -0.6 1.1 33 136 133 05 Health Care -1.9 -10.1 -21.7 121 19.5 -16.6

S&P 400 Mid Cap 24 45 05 -0.7 192 -125 S&P/TSX60LrgCap 0.4 13 -08 1.0 149 -105
S&P 100 Large Cap 1.9 40 27 71 203 -59 S&P/TSX Sml Cap 00 35 21 -72 124 -201

S&P 600 Small Cap 1.3 33 -20 -10.1 128 -9.8 S&P/TSX Mid Cap 00 14 07 -12 170 -152

S&P 500 1.7

TSX 0.3

-05 05 154 -11.6

Source: BMO Economics, Bloomberg
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TSX Sector Performance
(relative to the index, year-ago = 100; dashed line = 200-day m.a.)
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S&P 500 Sector Performance

(relative to the index, year-ago = 100; dashed line = 200-day m.a.)
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where access to and use of the information is not contrary to local laws or regulations. Their contents have not been reviewed by any regulatory authority. Bank of Montreal or its subsidiaries (“BMO Financial Group”)
has lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets. The opinions, estimates and projections contained in this report are those of BMO Capital
Markets as of the date of this report and are subject to change without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable
and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express or implied, in respect thereof, takes no responsibility for any errors
and omissions contained herein and accepts no liability whatsoever for any loss arising from any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates
that is not reflected in this report. The information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not be construed as advice
designed to meet the particular investment needs of any investor. This document is not to be construed as an offer to sell, a solicitation for or an offer to buy, any products or services referenced herein (including,
without limitation, any commodities, securities or other financial instruments), nor shall such Information be considered as investment advice or as a recommendation to enter into any transaction. Each investor
should consider obtaining independent advice before making any financial decisions. This document is provided for general information only and does not take into account any investor’s particular needs, financial
status or investment objectives. BMO Capital Markets or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers,
directors or employees have a long or short position in many of the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The reader should assume that
BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein.

Dissemination of Research
our publications are disseminated via email and may also be available via our web site https://economics.bmo.com. Please contact your BMO Financial Group Representative for more information.
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