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Santa Claus Rally or Keynesian Beauty Contest?

After what has been a pretty flat two-year period, we wonder what the next catalysts for
markets might be.

A Santa Claus rally is a calendar effect that involves a rise in stock prices during the last 5
trading days in December and the first 2 trading days in the following January. According to the
2019 Stock Trader's Almanac, the stock market has risen 1.3% on average during the 7 trading
days in question since both 1950 and 1969. Over the 7 trading days in question, stock prices
have historically risen 76% of the time, which is far more than the average performance over a
7-day period. (Content Source Wiki)
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However, in the weeks before Christmas, stock prices have not gone up more than at other
times of the year.

The Santa Claus rally was first recorded by Yale Hirsch in his Stock Trader's Almanac in 1972.

A Keynesian Beauty Contest described the action of rational agents in a market using an
analogy based on a fictional newspaper contest, in which entrants are asked to choose the six
most attractive faces from a hundred photographs. Those who picked the most popular faces
are then eligible for a prize. The theory has a number of levels of potential anticipation and


https://can01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fen.wikipedia.org%2Fwiki%2FChristmas&data=02%7C01%7Cdarlene.lanigan%40nbc.ca%7C5b056eabc7734d2ea7b708d77999277d%7Cc21157cabce341a88aa7a23c4639610a%7C0%7C0%7C637111571005464463&sdata=MMqPq1HBuOcLwS1SRc9gWwXZaUrVnl1PFu%2FgPfHjk3U%3D&reserved=0

Keynes believed that similar behaviour was at work within the stock market. This would have
people pricing shares not based on what they think their fundamental value is, but rather on

what they think everyone else thinks their value is, or what everybody else would predict the
average assessment of value to be. (Content Source Wiki)

What does this mean? Basically, it calls into question two potential catalysts for putting more
money to work in the markets in December. On the one hand, people may believe that Santa
really does exist, and prices will go on as they have historically 76% of the time or better. Or
that investors will believe that stocks are attractive or that they believe everyone else will
believe that they are attractive and put more money to work.

Neither one of these tell us what to do in the markets but it might help explain some irrational
buying this month. Or maybe just another tweet is all we need...

Wage Rate Inflation?

The heads of central banks around the world have been acutely focused on inflation in the past
several years as they have tried to manage the state of the economic union with stimuli and
inference. Inflation or targeted inflation has been the buzz words of the heads of these banks.
This might be a chicken and egg question what comes first inflation or wage rate inflation? My
rational guess would be that wages go up first and all other things go up second. This last
quarter showed some domestic divergence from province to province but also showed that
Canada is now slightly higher than our friends to the south. The chart below shows the
percentage year over year wage growth of the provinces and the Canada US relationship:
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The observation would be that if you have more money you do one of two things with it; save it,
or spend it? If prices of goods and services were to go up in step with wages, you really have
no more spending power or saving power. This is where inflation starts. | wonder if oil workers
from Alberta are leaving are heading to Quebec. Probably not...

As we head into the holiday season, we wanted to wish everyone a safe, healthy and happy
holiday. How does the jingle go — It's the most wonderful time of the year...

From our team to you and your families be well, enjoy and all the best for the New Year!

Market Summary

For a summary of key market performances,
currencies and interest rates, we invite you to
read our daily commentaries. Clear and concise,
they will keep you informed of the latest economic
and financial news that can influence the value of
your investments, and serve as a guide for your
discussions with your advisor.

Click here to consult the Daily Market Review.

WEEKLY ECONOMIC WATCH

The Economic Weekly is an excellent and simple way to stay
abreast of a series of important economic and financial
indicators affecting the North American, provincial and global
backdrops. It offers an analysis on a current economic or
financial topic, together with a brief commentary on
developments in the economic environment as depicted by
economic indicators released during the week.

Click here to consult the Weekly Economic Watch.

Click here to access your online

Click here to learn more Click here to contact us.

account and tax statements.

John Wiman
Portfolio Manager
Investment Advisor
T: 418-869-7125
John.wiman@nbc.ca

about the team.

Jason Wong, CIM Darlene Lanigan
Portfolio Manager Investment Associate
Investment Advisor T: 416-869-7445

T : 416-869-7142 Darlene.lanigan@nbc.ca

Jason.wong@nbc.ca



https://can01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.nbc.ca%2Fen%2Frates-and-analysis%2Fmarket-summary.html&data=02%7C01%7Cdarlene.lanigan%40nbc.ca%7C5b056eabc7734d2ea7b708d77999277d%7Cc21157cabce341a88aa7a23c4639610a%7C0%7C0%7C637111571005464463&sdata=LrfPwala7R6qkNzlAfh9djQFWbyvnrnAlFy050%2FC6R8%3D&reserved=0
https://can01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.nbc.ca%2Fcontent%2Fdam%2Fbnc%2Fen%2Frates-and-analysis%2Feconomic-analysis%2Fweekly-economic-watch.pdf&data=02%7C01%7Cdarlene.lanigan%40nbc.ca%7C5b056eabc7734d2ea7b708d77999277d%7Cc21157cabce341a88aa7a23c4639610a%7C0%7C0%7C637111571005474457&sdata=PSSocntszlZMkM9RZydqHPUc9SS%2BJCzZTyPXcU%2BL4r8%3D&reserved=0
https://can01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fclient.bnc.ca%2Fnbfwm%2Flogin&data=02%7C01%7Cdarlene.lanigan%40nbc.ca%7C5b056eabc7734d2ea7b708d77999277d%7Cc21157cabce341a88aa7a23c4639610a%7C0%7C0%7C637111571005494447&sdata=O%2BQ8E%2BjwcSsqCX1oz%2BsWfv7dW8gVbrdi7BDC8SCXTQE%3D&reserved=0
https://can01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fclient.bnc.ca%2Fnbfwm%2Flogin&data=02%7C01%7Cdarlene.lanigan%40nbc.ca%7C5b056eabc7734d2ea7b708d77999277d%7Cc21157cabce341a88aa7a23c4639610a%7C0%7C0%7C637111571005494447&sdata=O%2BQ8E%2BjwcSsqCX1oz%2BsWfv7dW8gVbrdi7BDC8SCXTQE%3D&reserved=0
https://can01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fadvisors.nbfwm.ca%2Fen%2Fteams%2Fwiman-and-wong-wealth-management-group%2Fteam%2F&data=02%7C01%7Cdarlene.lanigan%40nbc.ca%7C5b056eabc7734d2ea7b708d77999277d%7Cc21157cabce341a88aa7a23c4639610a%7C0%7C0%7C637111571005494447&sdata=NdkKy9Aw7yvGp51plxAV82AklyKrERPpSrB%2FlB8A2uk%3D&reserved=0
https://can01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fadvisors.nbfwm.ca%2Fen%2Fteams%2Fwiman-and-wong-wealth-management-group%2Fteam%2F&data=02%7C01%7Cdarlene.lanigan%40nbc.ca%7C5b056eabc7734d2ea7b708d77999277d%7Cc21157cabce341a88aa7a23c4639610a%7C0%7C0%7C637111571005494447&sdata=NdkKy9Aw7yvGp51plxAV82AklyKrERPpSrB%2FlB8A2uk%3D&reserved=0
https://can01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fadvisors.nbfwm.ca%2Fen%2Fteams%2Fwiman-and-wong-wealth-management-group%2Fcontact-us%2F&data=02%7C01%7Cdarlene.lanigan%40nbc.ca%7C5b056eabc7734d2ea7b708d77999277d%7Cc21157cabce341a88aa7a23c4639610a%7C0%7C0%7C637111571005504440&sdata=K4%2BraA7p4GzI8i2VB1u5aKzCCB4wWQOKQoqipVAkz6I%3D&reserved=0
mailto:John.wiman@nbc.ca
mailto:Jason.wong@nbc.ca
mailto:Darlene.lanigan@nbc.ca
https://can01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fclient.bnc.ca%2Fnbfwm%2Flogin&data=02%7C01%7Cdarlene.lanigan%40nbc.ca%7C5b056eabc7734d2ea7b708d77999277d%7Cc21157cabce341a88aa7a23c4639610a%7C0%7C0%7C637111571005474457&sdata=5WQVGSTJh8rasVctS4iIN0U8QpzV6rDkQj%2B4Sa8g1Cw%3D&reserved=0
https://can01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fadvisors.nbfwm.ca%2Fen%2Fteams%2Fwiman-and-wong-wealth-management-group%2Fteam%2F&data=02%7C01%7Cdarlene.lanigan%40nbc.ca%7C5b056eabc7734d2ea7b708d77999277d%7Cc21157cabce341a88aa7a23c4639610a%7C0%7C0%7C637111571005484452&sdata=gdryxPOO47zQGOWVXxeOFyw9itvilJStYBpYKDLvzp4%3D&reserved=0
https://can01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fadvisors.nbfwm.ca%2Fen%2Fteams%2Fwiman-and-wong-wealth-management-group%2Fcontact-us%2F&data=02%7C01%7Cdarlene.lanigan%40nbc.ca%7C5b056eabc7734d2ea7b708d77999277d%7Cc21157cabce341a88aa7a23c4639610a%7C0%7C0%7C637111571005484452&sdata=%2BYgN6HM2Pi%2Bw%2BADjdBi3JHo9moUcsCB2dlGiVJ2XRa0%3D&reserved=0

NATIONAL BANK
FINANCIAL

Caradiarn lrweuos Feoaection Foad

Terms of use

© NATIONAL BANK FINANCIAL. All rights reserved 2019. ABC's of security

The information contained herein was obtained from sources we believe to be reliable, but is
not guaranteed by us and may be incomplete. The opinions expressed are based on our
analysis and interpretation of this information and are not to be construed as a solicitation or
offer to buy or sell the securities mentioned herein. The opinions expressed herein are those of
the author and do not necessarily reflect those of National Bank Financial.

The securities or investment sectors mentioned herein are not suitable for all types of
investors. Please consult your investment advisor to verify whether the securities or sectors
suit your investor's profile as well as to obtain complete information, including the main risk
factors, regarding those securities or sectors. This document is not a research analysis
produced by the Research Department of National Bank Financial.

National Bank Financial is a subsidiary of National Bank of Canada. National Bank of Canada
is a public company listed on the Toronto Stock Exchange (NA: TSX).

For unsubscribe options, click here.


https://can01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fu.communicationsbnc.ca%2Fm2c%2Fp%2Fz%2Fwp4g60%2Fn%2Fd07c%2Fg%2Ft.htm&data=02%7C01%7Cdarlene.lanigan%40nbc.ca%7C5b056eabc7734d2ea7b708d77999277d%7Cc21157cabce341a88aa7a23c4639610a%7C0%7C0%7C637111571005504440&sdata=A%2FbwwbGC2VUI%2FOfaAlml3gnh4H8cswF%2Bs7RhooVJiuU%3D&reserved=0
https://can01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fu.communicationsbnc.ca%2Fkr0%2Fp%2Fz%2Fwp4g60%2Fn%2Fd07d%2Fh%2Ft.htm&data=02%7C01%7Cdarlene.lanigan%40nbc.ca%7C5b056eabc7734d2ea7b708d77999277d%7Cc21157cabce341a88aa7a23c4639610a%7C0%7C0%7C637111571005514433&sdata=ElS9KrkDfadGq%2BOJuFyn8gqlg6Oqjg0tp8sxgfwELyI%3D&reserved=0
https://can01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fu.communicationsbnc.ca%2Fmp0%2Fp%2Fz%2Fwp4g60%2Fn%2Fd07f%2Fj%2Ft.htm&data=02%7C01%7Cdarlene.lanigan%40nbc.ca%7C5b056eabc7734d2ea7b708d77999277d%7Cc21157cabce341a88aa7a23c4639610a%7C0%7C0%7C637111571005514433&sdata=UNFRQuQ2Ap%2FsuxRUI1kY9mfVoP1xUZIa6eYyFOEU0Oc%3D&reserved=0
https://can01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.nbc.ca%2Fforms%2Fcommunications%2Fnbfwm%2Fwithdraw-consent.html&data=02%7C01%7Cdarlene.lanigan%40nbc.ca%7C5b056eabc7734d2ea7b708d77999277d%7Cc21157cabce341a88aa7a23c4639610a%7C0%7C0%7C637111571005524432&sdata=L0zpW7HTbM%2BSoqRAU1bQzRLPvnxtEvrcSTnh9r8Ml6A%3D&reserved=0

