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Statistics Canada reported higher inflation in February 2022. The Consumer Price Index rose 5.7% compared to a year ago as of
February 2022. Commodity prices have skyrocketed as a result of the current Russia-Ukraine conflict. The two countries are major
exporters of commodities such as oil, aluminum, nickel, copper and wheat. They respectively account for 17%, 10%, 22%, 9% and
26% of the global supply. The markets have been aggressively repricing these commodities as shown in the table below. Supply is
unlikely to be restored anytime soon as Ukraine is being attacked and Russia sanctioned. The bad news is these commodities are
consumed directly or indirectly in our everyday life; the price hikes are effectively impacting everyone. Employees have enjoyed
wage growth in 2021 and will likely again in 2022. December’s Labour Force Survey, as conducted by Statistics Canada, indicated
that average wages gained 2.7% over 2021. However, they were not enough to offset inflation. What has helped consumers to
overcome inflation were their “COVID-19” savings and low borrowing costs. As inflation continues to rise while savings are
depleted and borrowing costs increase, consumer resilience to inflation will be tested in the coming months.
Commodity
Oil (WTI Crude)
Aluminum (LME Aluminum)
Nickel (LME Nickel)
Copper (LME Copper)
Wheat (CBT SRW Wheat)
Source: Bloomberg Finance L.P.*As at April 5, 2022.

Year-to-date change in price (USD)*
38%
23%
60%
8%
36%

Obviously, everyone’s consumption basket is different. However, it is fair to assume that most of us will be paying over 5% more
for food, utilities and gasoline this year – and that’s if you don’t buy a new car, new clothing or electronics. Compared to going
through a war in your country, these additional costs are more than tolerable. We expect inflation to moderate to more normal
levels in 2023. Central banks, including Bank of Canada, are raising interest rates. While it adds a burden to consumers and
borrowers, it should also cool consumption. Expectations have been aggressive; the markets were expecting four rate hikes of 25
basis points just a few months ago and now as much as 200 basis points. In addition, commodity prices are effectively future
prices and already reflect the supply challenges expected in the months to come.
So how do inflation, higher interest rates and potentially cooling consumption affect the investment landscape and our portfolio
positioning? We have had some strong markets in the last few years and built up solid gains for investors. We have warned of the
likelihood and implications of high inflation and the challenges of investing in fixed income. Canadian equity, as represented by
the S&P/TSX Composite Index, performed positively on a year-to-date basis. Our U.S. counterpart, the S&P 500 Index, was 4%
lower. With war in the Ukraine and higher interest rates, stock markets have been surprisingly resilient. Our exposure to energy
has generated good results this year and helped to offset some of the negativity in the overall market. Higher interest rates have
done more damage to fixed-income investments. Even though Bank of Canada has only hiked rates once so far, fixed-income

markets have already been repriced to future prices, which include the rate hikes that are coming. The chart below shows the
yields of 5-year Government of Canada bond. The markets were expecting the coming 5-year rates to average 1.29% back in
December 2021. This compares to as high as 2.55% on April 5, 2022. It is important to note that rates and prices have an inverse
relationship, meaning bond prices have been significantly lower during this period. The FTSE TMX Universe Bond Index has lost
over 7% thus far in 2022, hence underperforming equity. We have been calling for this correction and thus significantly
underweight government bonds in our portfolios since the fourth quarter of 2020.

Source: Bloomberg Finance, LP
As fixed income gets repriced aggressively, we have turned less bearish. We expect inflation to moderate in 2023 and central
banks to be less aggressive than the markets currently expect. Rate hikes will no doubt be cooling consumption and economic
growth, along with inflation. Central banks will need to be sensitive and not take rates too far. As such, we are buying fixed income
gradually to narrow our underweight position. At the same time, we are trimming equity as we anticipate weaker economic
growth to affect corporate earnings. Some countries and sectors will fare better. We remain bullish and continue to increase
holdings in certain countries (Canada and emerging markets) and sectors (energy, materials, financials, semiconductors). Overall,
our portfolios will be more balanced with higher convictions going into the next 12 months as we anticipate new challenges and
opportunities.

Combined top 15 equity holdings as of March 31, 2022 of the Assante Private Portfolios 40i60e Standard portfolio with Alphastyle exposure:
1.
2.
3.
4.
5.

Microsoft Corporation
Amazon.com, Inc.
Suncor Energy Inc.
Alphabet Inc. (Class A)
Brookfield Asset Management
Inc. (Class A)

6.
7.
8.
9.

Royal Bank of Canada
Meta Platforms Inc. (Class A)
Canadian Natural Resources Limited
Taiwan Semiconductor
Manufacturing Co., Ltd. (Sponsored
ADR)
10. Humana Inc.

11.
12.
13.
14.
15.

Intact Financial Corporation
Constellation Software Inc.
Toronto-Dominion Bank
Analog Devices, Inc.
Mastercard Incorporated (Class
A)

Source: Bloomberg Finance L.P. and CI Global Asset Management as at March 31, 2022.
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