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Monthly Overview

Equity markets tumbled in December to finish off a painful year for stocks.
The Nasdag Composite, the S&P 500, and the Dow all posted their worst
calendar year returns since 2008. Notably, the Nasdag muddled through
its fourth consecutive negative quarter for the first time since 2001. 2022
was also the worst year for the FTSE Canada Universe Bond Index since
its inception, as it shed about 12%. Sticky inflation, aggressive rate hikes
from the Federal Reserve, and geopolitical concerns weighed on investor
sentiment throughout the year, spurring recession fears.

Canada’s benchmark S&P/TSX Composite Index was 5.2% lower in
December, but the index ended the fourth quarter 5.1% higher. Nine of
the benchmark’s underlying sectors were positive during the quarter, led
by a 12.5% gain for information technology. The health care sector was the
main detractor for the quarter, with a decline of 11.3%. Small-cap stocks,
as measured by the S&P/TSX Small Cap Index, gained 7.8% for the quarter.

The U.S. dollar depreciated by 2.0% versus the loonie during the quarter,
slightly dampening the returns of foreign markets from a Canadian
investor's standpoint. Note that all returns in this paragraph are in CAD
terms. U.S.-based stocks, as measured by the S&P 500 Index, fell 5.9%
in December, but finished the quarter 5.1% higher. The benchmark’s top-
performing sectors for the quarter were energy, industrials and materials,
with respective gains of 19.4%, 16.5% and 12.3%. Consumer discretionary
and telecommunication services were the only sectors in the red during
the quarter, falling 12.1% and 3.4%, respectively. International stocks, as
measured by the FTSE Developed ex US Index, advanced 13.8% during the
quarter, while emerging markets rose 6.1%.

The investment grade fixed income indices we follow were up in Q4.
Canadian investment grade bonds, as measured by the FTSE Canada
Universe Bond Index, increased by 0.1%, while the key global investment
grade bond benchmark rose 4.5%. Global high-yield issues added 4.3%.

Turning to commodities, the price of natural gas plummeted 33.9% in the
fourth quarter, while crude oil was up 1.0%. Copper, silver and gold all had a
positive quarter, with respective gains of 11.7%, 26.3% and 9.9%.

Inflation in Canada edged down to 6.8% yearoveryear in November.
The Canadian economy added 10,000 jobs in November, as the nation’s
unemployment rate fell to 5.1%. The Bank of Canada raised its benchmark
interest rate by 50 basis points and signaled that a pause in rate hikes could
be coming.
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U.S. nonfarm payrolls increased by 263,000 in November, as the unemployment rate was unchanged at 3.7%. The
consumer price index increased 7.1 % yearoveryear in November. The slowing inflation rate was due in large part to a 2%
decline in gasoline prices from a month ago. U.S. retail sales in November declined by 0.6%. In the final FOMC meeting
of 2022, the Federal Reserve raised its benchmark rate half a percentage point to a range of 4.25% to 4.50%, its highest
level in 15 years.

Content sourced from Bloomberg; data as at December 31, 2022.

Chart of the Month

The classic balanced portfolio has a 60% allocation to stocks and a 40% allocation to bonds. The bond allocation is
designed to act as a cushion when times get tough for stocks, as the typical market dynamic is that investors flock to
bonds when the market sells off. Usually. This did not happen in 2022, as the bond market had perhaps its worst year
ever. We looked at the performance of the Canadian stock and bond markets going back close to 1980 and identified
13 years in which the stock market was lower. In every year except for two, bonds did their job and cushioned returns
by posting positive performance. (Outside of 2022, the only year where bonds were not helpful was 1994. But stocks
were only down 0.2% that year). For evidence of just how much of an outlier 2022 was for the 60/40 portfolio, consider
that stocks were lower by 6% while the decline in bonds was twice that. Such a dynamic has historically been unheard
of. Uncertainty abounds for the economy and the stock market as we move into 2023 (when doesn't it?) but we'd argue
that the conditions that led to the huge slide in bond prices last year are unlikely to persist. Rates could continue to
creep higher, but not to the same degree as last year. And if they do, there is a bit of a helpful yield buffer in place. If
it turns out that aggressive rate hikes push the economy into a slowdown and the stock market suffers as a result, it
would make sense that investors would seek refuge in bonds, restoring the normal relationship between stocks and
bonds in a 60/40 portfolio.

No Reprieve from Bonds for Balanced Portfolios in 2022
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Canadian Sovereign Yield Curve
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Monthly Market Statistics
Data to December 30, 2022, unless otherwise indicated
Table 1: Equity Index Returns (% in CAD)
Index 1 Mo 3 Mo 6 Mo YTD 1Yr 3Yr 5Yr 3 Yr Std Dev
S&P/TSX Composite -6.2 5.1 2.8 -8.7 -8.7 4.3 3.6 20.1
S&P/TSX 60 -5.7 4.6 2.0 -9.2 -9.2 4.8 4.0 19.3
S&P/TSX Small Cap -2.1 78 4.5 -11.2 -11.2 4.9 0.8 29.3
S&P 500 -6.9 5.1 6.6 -13.8 -13.8 74 9.2 23.6
FTSE Developed ex US -0.6 13.8 9.5 -11.5 -11.5 0.3 0.7 22.9
FTSE Developed -4.2 77 74 -13.9 -13.9 4.6 5.7 22.6
FTSE Developed Small Cap 4.4 73 8.7 -15.6 -15.6 3.0 3.7 28.0
FTSE Developed Europe 0.0 171 11.8 -12.1 -12.1 0.4 0.8 25.8
FTSE Emerging 2.4 6.1 0.7 -14.2 -14.2 -2.8 -1.2 20.3
FTSE All World Asia Pacific -0.3 9.9 4.0 -12.9 -12.9 -0.9 -0.3 19.8
Source: Bloomberg
Table 2: Fixed-Income Returns
Index 1 Mo 3 Mo 6 Mo YTD 1Yr 3Yr 5Yr 3 Yr Std Dev
FTSE Canada Universe Bond -1.7 0.1 0.6 -11.7 -11.7 2.2 0.3 6.6
Barclays Global Agg 0.5 4.5 2.7 -16.2 -16.2 -4.5 -1.7 70
Barclays High Yield Very Liquid Index -0.9 4.3 3.4 -12.0 -12.0 -0.9 1.8 12.1

Source: Bloomberg
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Table 3: Commodity Prices (Prices and Returns in USD) Table 4: Economic Data
12/30/2022  MoM  YoY Change Canada

Commodity Price ($§) Change (%) (%) 3 Mo (%)

WTI Crude Oi/BBL  80.26 04 6.7 10 Real GDP- Q3 (q/q ann. % change) 29
Natural Gas/mmBTU 4.48 35.4 20.0 339 Consumer Prices, 10/2022 (y/y % change) 6.8
Copper/pound 381 29 4.6 17 Unemployment Rate, 10/2022 5.1
Silver/oz 24.04 11.6 2.9 26.3 United States

Gold/oz 1826.20 4.6 -0.1 9.9 Real GDP- Q3 (g/g ann. % change) 2.9
Source: Bloomberg. Consumer Prices, 10/2022 (y/y % change) 77

Unemployment Rate, 10/2022 3.7

Table 5: One-Month Sector Returns (% in CAD)

Source: Bloomberg, Stats Canada.
S&P/TSX Composite

Sector returns S&P 500 returns Table 6: Exchange Rates

Consumer Discretionary -4.6 -11.3

Tl T IR 21 3 Cross 12/30/2022 6 Mos Ago 1Yr Ago
Energy 63 392 USD/CAD 1.36 1.38 1.26
Financials 58 55 EUR/CAD 1.45 1.35 1.44
Health Care -170 -2.1 GBP/CAD 1.64 1.57 171
Industrials 59 31 CAD/JPY 96.76 105.43 91.08
Info Tech 73 85 Source: Bloomberg.

Materials -2.1 -5.8

Real Estate -3.1 5.5

Telecom Services 4.2 -79

Utilites -4.9 -0.8

Source: Bloomberg.
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This document was prepared by the Investment Products & Platforms Team. The opinions expressed in this document do not necessarily
reflect the opinions of iA Private Wealth Inc.

Although the information contained in this document comes from sources, we believe to be reliable, we cannot guarantee its accuracy
or completeness. The opinions expressed herein are based on an analysis and interpretation dating from the date of publication and are
subject to change without notice. Nothing contained herein constitutes an offer or solicitation to buy or sell any of the securities mentioned.
Specific securities discussed are for illustrative purposes only. The information contained herein does not apply to all types of investors. The
information provided herein does not constitute financial, tax or legal advice. Always consult with a qualified advisor prior to making any
investment decisions.

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. The indicated
rates of return include changes in unit value and reinvestment of all distributions and do not take into account sales, redemption, distribution
or optional charges or income taxes payable by any security holder that would have reduced returns. Returns for time periods of more
than one year are historical annual compounded returns while returns for time periods of one year or less are cumulative figures and are
not annualized. Where applicable, compound growth charts are used only to illustrate the effects of a compound growth rate and are not
intended to reflect future values or returns of a fund. A mutual fund’s “yield” refers to income generated by securities held in the fund's
portfolio and does not represent the return of or level of income paid out by the fund. Mutual funds are not guaranteed, their values change
frequently, and past performance may not be repeated. The information presented herein may not encompass all risks associated with mutual
funds. Important information regarding mutual funds may be found in the simplified prospectus. Please read the simplified prospectus for a
more detailed discussion on specific risks of investing in mutual funds. To obtain a copy, please contact your Investment Advisor.

iA Clarington Funds are managed by |A Clarington Investments Inc. a wholly owned subsidiary of Industrial Alliance Insurance and Financial
Services Inc., a life and health insurance company which operates under the trade name iA Financial Group. iA Private Wealth Inc. is also a
wholly owned subsidiary of Industrial Alliance Insurance and Financial Services Inc.

iA Private Wealth Inc. is a member of the Canadian Investor Protection Fund and the Investment Industry Regulatory Organization of Canada.
iA Private Wealth is a trademark and business name under which iA Private Wealth Inc. operates.
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