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March capped off a head-spinning quarter for both 
geopolitical events and the investment markets, making it 
an equally challenging and frustrating time for investors.  
Equities hit correction territory in the quarter and the 
tech-rich Nasdaq temporarily dropped into bear market 
territory.  Bonds had their worst quarter in 40 years as 
there was no place to hide, dropping 6% for the first 
quarter as interest rates spiked and robbed investors of 
the traditional haven when stocks fall sharply.  Bond 
yields, as measured by the benchmark US 10-year 
treasuries, spiked 70bp for the month and 91bp for the 
year closing at 2.48%.  Commodities had their best quarter 
since 1990 as everything from oil to wheat to nickel 
surged in price.  Supply and demand were already tight 
ahead of the war, due to the COVID-induced supply chain 
disruptions.  The Russian invasion of Ukraine 
supercharged the rally in commodities as goods coming 
out of the Black Sea were disrupted.  It is difficult to have 
any sort of positive conviction with the looming 
uncertainties in the world and the economy.  
 
There wasn’t a shortage of macro headwinds from 
inflationary risks, rising interest rates, steepening yield 
curve and geopolitical tensions.  The resultant run up in oil 
prices and other commodities has put a fear over further 
inflationary pressures and its impact on the economy.  
Sanctions on anything Russia-related have sparked further 
fears of a shortage of commodities and the resultant 
higher prices.  Commodities prices, as measured by the 
CRB index, were up 27% for the quarter led by oil prices 
spiking 33% in a volatile year.  Gold prices pulled back in 
March but are still up 5% for the year.  Volatility dropped 
12 points in March to just over 20.   
 
Soaring commodity prices are threatening the global 
economy as sweeping financial sanctions and the 
potential for a ban on energy and metals imports from 
Russia are adding fuel to the inflation fire.  This has also 

thrown a wrench into the central banks’ plans to phase 
out the economy’s reliance on easy money.  Globally, 
inflation is at levels unseen for decades, and still rising.  
The inflation story and its impact on interest rates and the 
stock market is far from over. We expect interest rates to 
surpass the central banks’ neutral benchmark and 
eventually slow down demand and contract corporate 
margins into 2023.  
   
The Energy and Gold sectors were the leading subindices 
in Canada due to the above-mentioned spike in 
commodities.  Consumer Discretionary and Financials 
lagged as markets were nervous about the impact of 
higher interest rates on the consumer and corporate 
lending. 
 
One of the positive data points comes from the health of 
US corporations. Cash levels have risen as companies 
were cautious spenders after the COVID-19 pandemic 
period. Cash on US corporate balance sheets has grown to 
$1.9 trillion, well above the $1.5 trillion before the 
pandemic. With corporate profits expected to show a 
6.4% increase in first quarter of 2022, the use of company 
cash balances will be of interest to investors. Dividends 
paid have been healthy and US companies had a record 
$881 billion in share buybacks in 2021, up 70% from 2020. 
The dollar amount of buybacks is on track to surpass last 
year’s record amount. High cash balances and solid 
earnings growth could provide stability to the markets this 
year. 
 
The fund was up 1.9% in March, versus the benchmark 
(Morningstar® Canada Index 80% and 20% Morningstar® 
US Large Cap Index) up 3.5%. We have been underweight 
the two sectors that stood to benefit the most from the 
supply disruptions caused by the war, Energy and 
Materials, and it led to our underperformance. We 
trimmed a bit of our Suncor position over the period to 



 
take advantage of the run up in crude prices and manage 
the weight and overall risk contribution from the sector.  
The case for energy has clearly changed over the last 
several months.  After years of talk from governments 
about phasing out fossil fuels and having capital flowing to 
alternative energy sources, the market was left teetering 
on the supply edge, which was tipped over after sanctions 
on Russian oil began.  The domestic energy sector, in both 
the US and Canada, has responded with disciplined supply 
increases, no where near what one would have expected 
several years ago when any increase in oil prices led to 
advantageous drilling activity.  We are still underweight 
the sector and despite near to medium-term imbalances 
in the commodity market, we continue to find 
opportunities elsewhere. 
 
The market has positioned for continued commodity price 
acceleration and a global growth slowdown while at the 
same time pricing in much tighter financial conditions. It’s 
no secret commodities have been on a run, but little 
attention was paid to Staples and Utilities which quietly 
edged out higher returns for the month. The fund was 
positioned well to benefit from this flow to safety with our 
allocation to utilities double the benchmark weight. The 
sector was up 7.1% in the fund versus the benchmark up 
3.5% and has continued its strong performance into April 
as fears of slowing growth coupled with long-term 
inflation-protected contracts in the utilities space 
provided some safety for investors. 
   
We outperformed the benchmark’s Information 
Technology return for March 2022, as almost all our 
holdings were up more than the sector, lead by Oracle.  
We benefited from not owning the TSX technology sector 
heavyweights, including Shopify, Lightspeed and Nuvei, all 
of which have imploded this year as higher interest rates 
begin to weigh on long duration stocks.  We are 
overweight what we consider to be a defensive growth 
sector, Health Care, and continue to be positive on the 
long-term outlook of the sector given the trend of ageing 
demographics.  The fund’s holdings are in large cap, 
established US-based dividend growing companies 
whereas the TSX weighting in Health Care consists mostly 
of non-dividend paying cannabis companies. It was a slow 
start to the year for medical technology stocks as the 
 
 
 
 
 
 
 
 

Omicron wave caused continued delays in elective 
surgeries, while at the same time hospitals were short-
staffed due to sickness-related absences. The positive 
news is that we think any COVID-related slowness is finally 
behind us and conservative guidance by management in 
first quarter earnings calls has made forward expectations 
manageable.  
 
Financials were sold off during the month despite much 
higher interest rates being priced in by the market after 
hawkish central bank comments. We think this weakness 
can be attributed to a recent flattening in the yield curve, 
where longer-term yields fall below near-term yields, a 
phenomenon which has preceded nearly every recession.  
Our view is that an economic recession is not imminent, 
but we could see some areas slow as we move past the 
last two, ultra-stimulative years.   
 
Over the period we allowed cash to increase to 
approximately 6% and we took a small position in Pro 
Shares Short QQQ ETF strictly as a hedge against the 
overall market volatility especially related to our 10% 
position in Information Technology. This product does not 
use leverage and seeks to return the inverse (-1x) of the 
daily performance of the Nasdaq-100 Index®. We are 
comfortable with the small weight we added to 
counteract any down movements in the Technology 
sector in what should be a very challenging quarterly 
earnings season given the comparable quarter in 2021 
saw the last of the stimulus cheques mailed out. We also 
wrote covered calls on several of our holdings for expiry in 
April, taking advantage of elevated volatility to gain some 
extra income while managing our position sizes. 
 
The fund is approximately 72% Canada and 28% US, with 
the US exposure reserved mainly for areas of the 
Canadian market that aren’t well-represented, such as 
Health Care and Technology, where we own steady-
growing, dividend-paying large caps.  
 
We use our proprietary investment process daily and in 
volatile market conditions such as these, we seek to 
ensure that we can manage downside risk and adjust the 
portfolios accordingly while seeking to achieve our long-
term investment goals for our clients. 
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*(80% TSX/Morningstar® Canada Index and 20% Morningstar® US Large Cap Index) 
 
All mutual funds carry the risk that the mutual fund may decrease in value. The degree of risk varies depending on the investment objective 
and strategies of the mutual fund. Before investing in any mutual fund discuss with your financial advisor how it works with your other 
investments and your tolerance for risk. Please refer to the simplified prospectus for more information regarding the risks associated with 
these funds.  
 
Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. Any indicated 
rates of return are the historical annual compounded total returns including changes in security value and reinvestment of all distributions 
and do not take into account sales, redemption, distribution or optional charges or income taxes payable by any securityholder that would 
have reduced returns. The payment of distributions is not guaranteed and may fluctuate. The payment of distributions should not be 
confused with a fund’s performance, rate of return, or yield. If distributions paid by the fund are greater than the performance of the fund, 
then your original investment will shrink. 
 
Distributions paid as a result of capital gains realized by a fund and income and dividends earned by a fund are taxable in your hands in 
the year they are paid. Your adjusted cost base will be reduced by the amount of any returns of capital. If your adjusted cost base goes 
below zero, then you will have to pay capital gains tax on the amount below zero. Mutual funds are not guaranteed, their values change 
frequently, and past performance may not be repeated. 
 

Information contained in this publication is based on sources such as issuer reports, statistical services and industry communications, 
which we believe to be reliable but are not represented as accurate or complete. Opinions expressed in this publication are current 
opinions only and are subject to change. 
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FundGrade A+® is used with permission from Fundata Canada Inc., all rights reserved. The annual FundGrade A+® Awards are presented 
by Fundata Canada Inc. to recognize the “best of the best” among Canadian investment funds. The FundGrade A+® calculation is 
supplemental to the monthly FundGrade ratings and is calculated at the end of each calendar year. The FundGrade rating system evaluates 
funds based on their risk-adjusted performance, measured by Sharpe Ratio, Sortino Ratio, and Information Ratio. The score for each ratio 
is calculated individually, covering all time periods from 2 to 10 years. The scores are then weighted equally in calculating a monthly 
FundGrade. The top 10% of funds earn an A Grade; the next 20% of funds earn a B Grade; the next 40% of funds earn a C Grade; the next 
20% of funds receive a D Grade; and the lowest 10% of funds receive an E Grade. To be eligible, a fund must have received a FundGrade 
rating every month in the previous year. The FundGrade A+® uses a GPA-style calculation, where each monthly FundGrade from “A” to 
“E” receives a score from 4 to 0, respectively. A fund’s average score for the year determines its GPA. Any fund with a GPA of 3.5 or greater 
is awarded a FundGrade A+® Award. For more information, see www.FundGradeAwards.com. Although Fundata makes every effort to 
ensure the accuracy and reliability of the data contained herein, the accuracy is not guaranteed by Fundata. 
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