iA Global Asset Management

Keys to the market

What happened this week

August 18, 2023

This week, stocks and bonds retreated as market sentiment
deteriorated with the release of new economic data. In
Canada, the July CPI figure published on Tuesday was
considerably higher than expected, signaling that the fight
against inflation is far from over. Moreover, PPI data
rebounded in July as the limited supply of energy and oil
caused prices to surge, resulting in the first growth period
since October 2022. Meanwhile, housing starts painted a
slightly different picture, with data declining significantly from
the June highs amid higher borrowing costs and weaker
market sentiment. In the United States, July retail sales
surprised on the upside with their biggest gain in six months,
while the housing market continued to display resilience with
an increase in housing starts for the month. The week’s most
notable development was the FOMC minutes, which revealed
a hawkish bias as the economy remains robust and inflation
above target. Even though the Fed acknowledged the lagged
impact of monetary policy, the minutes stressed that further
tightening may still be needed to address inflation risks.

Canada: Total Inflation
Statistics Canado, % change Mo, os at 7/2023

050

0.7
050
I | ||| [ I| | | ||||I||| ||||
_I I_I 0 'I - Il - II . lI. lI il

075
Sep Jan May  Sep  Jan May Sep  Jan May  Sep Jan May  Sep  lan May  Sep
2018 2019 2020 2021 2022 2023

IA Global Asset Management, Macrobond

Bond market

Sentiment continued to fade in fixed income during the week,
buffeted by the hawkish tone of the latest Fed minutes and
Japan's weakest government bond auction since 1987. As a
result, investors resigned themselves to higher-for-longer
interest rates and are pricing them farther out on the curve,
with 10-year Treasuries rising another 5 basis points and
dancing around 4.3%, a jump of 50 basis points since mid-July.
What's more, there is building talk of 5% peak yields for the
U.S. 10-year, especially because higher Japanese yields are
encouraging domestic investors to repatriate funds and will
reduce demand for U.S. product. At the same time, the short

Highlights

e Canadian CPIl came in higher than expected, while
PPI rose for the first time since October 2022.

¢ In the United States, the Fed expressed concerns
about upside inflation risks.

On our radar

e Canada: June retail sales and July new housing
price index

e United States: July existing and new home sales,
S&P manufacturing and services PMI, and Jackson
Hole symposium

end enjoyed somewhat of a bid last week as ongoing damage
in equities, stemming from concerns about the Chinese
economy, spurred a flight to quality and caused the 2s-10s
curve to become less inverted by a few basis points. The next
major driver of yields will be the coming Jackson Hole
symposium, where key economic and central bank speakers
will opine about the state of the world. In spread product, |G
and HY both tacked on a few basis points as momentum was
adversely affected by ongoing equity-market weakness, but to
nowhere near the same degree.

Stock market

The S&P 500 was down this week on continued worries about
the deteriorating macro environment in China as well as
Wednesday's publication of the latest FOMC minutes. The
minutes suggested that officials are considering a tighter
policy because most still see continued inflation risks. In
contrast, most investors don’t expect any further rate hikes
this year.

Pointing to continued consumer resilience, Walmart posted a
clean beat and raise, despite a decelerating spending
environment. Growth in groceries was above peers’ and
general merchandise trends improved, suggesting share gains
across its businesses. Notably, ecommerce grew 24% in the
second quarter, outpacing Amazon's 11%. Curiously, in a sign
that GLP-1 is entering the vernacular, much like Al, the
company noted decreased demand for snacks, which could
pressure revenues as more and more people start treatment.
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Markets

(Total Return, in $CAD)

As of August 17, 2023 L e
Bond yields

Equities 2Y 477 493

S&P 500 | 135 212 14.72 8.77 11.50 11.55 5y 412 441

S&P/TSX | -2.84 -3.86 4.24 1.43 9.16 7.21 10v 377 497

NASDAQ | -1.39 -4.12 34.15 14.23 10.07 15.55 30Y 358 439

MSCI ACWI | -1.65 -2.68 12.46 9.34 9.12 8.78 Credit spreads

MSCI EAFE | -2.09 -3.25 8.35 14.24 6.27 4.77 IG corporate 5 196

MSCI EM -1.65 -4.34 3.82 3.41 -0.43 2.54 bonds

Commodities (USD) HY bonds 330 395

Gold -1.27 -3.85 3.59 7.25 -1.64 9.79

CRB 071 2.32 -0.73 -6.64 12.81 5.90

WTI -3.37 -1.72 0.16 -8.76 23.30 4.05

Fixed income

LFJTmSVirTS'\e/'X e -0.80 1.78 -0.43 2.23 4.81 0.13

FTSE TMX Canada Long -1.60 -4.25 -1.70 -6.20 -9.68 -1.47

gfgora'\ggj;‘raaﬂa 0.64 1.32 1.25 0.21 2.92 1.21

Currencies

DXY 0.71 1.69 0.05 -2.82 3.71 1.57

USDCAD 079 2.70 -0.06 4.90 0.83 0.73

USDEUR 070 1.15 -1.53 -6.36 2.97 1.02

USDJPY 061 2.49 11.23 7.99 11.22 5.71

USDGBP | -0.39 0.69 -5.21 -5.48 0.93 0.00

Source: iA Global Asset Management, Bloomberg

About IAGAM

A magnet for top investment talent, iA Global Asset Management is one of Canada’s largest asset managers, with over $100
billion under management across institutional and retail mandates. We help investors achieve their long-term wealth creation
goals through innovative investment solutions designed for today’s complex markets. We are building upon our historic success,
supporting the growth of our core strengths, and exploring innovative ways to meet investor needs. \We are rooted in history and
innovating for the future. Our experienced portfolio managers use a proprietary investment methodology, rooted in IAGAM's
unifying commitment to strong risk management, analytical rigour and a disciplined, process-driven approach to asset allocation
and security selection.

Rooted in history, innovating for the future.
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