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The Canadian market has started the year off slowly, with few
economic releases so far. The latest building permits report
showed a significant drop in November in the residential and
non-residential sectors alike, hitting a seven-month low owing
to higher construction costs and labour shortages.

Meanwhile, in the United States, the economy is displaying
some signs of slowing and an uncertain outlook. November
wholesale inventories were in line with expectations, indicating
a slower pace of inventory accumulation. It was the eighth
decline in nine months, with non-durable goods driving the
contraction. December’s Consumer Price Index (CPI) was up on
a monthly and annual basis, exceeding market expectations.
Shelter costs were the main reason for the increase, followed
by energy and food costs. The release caused the U.S dollar to
strengthen, while stocks and bonds retreated as market
participants adjusted their expectations of a rate cut in the near
future. In contrast, the Producer Price Index (PPI), which serves
as a gauge of wholesale prices, was softer than expected in
December, providing some solace to financial markets.

U.S.: Total, Core & Supercore Inflation
U.S. Bureau of Labor Statistics (BLS), YoV, %, as at 12/2023

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
—Supercore - -Core —Total
iA Global Asset Management, Macrobond

Bond market

After starting the year on weak footing, bond vyields rallied a
touch in the second week of January, with 10-year U.S.
Treasuries settling back under 4% because inflation numbers in
the United States didn't give too much cause for concern,
although they came in a little higher than forecast. Despite
concerns that the bond rally at the end of 2023 was overdone,
investors are still pricing in decent odds that rate cuts will begin
in March in the U.S., even though Fed officials have pushed

Highlights

e |n Canada, November building permits contracted
significantly.

e |In the United States, the December CPI figures
surprised on the upside.

On our radar

e Canada: Housing starts, CPI and PPI for December

e United States: Retail sales, housing starts and building
permits for December

back against that expectation. We don’t expect U.S. rate cuts to
begin until closer to mid-year. Next week we will see some U.S.
sentiment indicators, along with Canada’s latest inflation data.
Credit markets similarly rallied last week as IG fell below 100
basis points again, after some initial softness related to the
heavy new-issue calendar in the first week of the year. We still
think credit spreads are too tightly priced and don't reflect a
meaningful economic slowdown or an escalation of geopolitical
risk.

Stock market

The S&P 500 Index started the year on a positive note in
response to further relatively positive macro headlines. The
overall U.S. CPI number rose only a tad more than expected,
while the core was in line with forecasts. Headline PPl also
declined for the third straight month, which is the longest streak
since 2020.

In health care news, UnitedHealth Group kicked off the earnings
season early with a surprisingly negative quarter. The company
had a headline beat, but it was driven largely by investment
income and a lower tax rate, while margins were significantly
worse owing to higher use of medical services than was
seasonally expected. Even so, the company reiterated its 2024
guidance, which indicates that the increased usage is most
likely a one-off event.

Lastly, the situation in the Red Sea seems to be escalating and
could contribute to renewed inflation pressures. It's worth
noting, however, that this route mainly serves Europe, and
therefore the impacts on the North American market may be
more muted.
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Markets
(Total Return, in CAD)

As of January 11, 2024 = e
Bond yields

Equities 2Y 399 425

S&P 500 | 2.60 2.11 2.11 22.40 11.41 15.22 5y 331 388

S&P/TSX | -0.03 -0.08 -0.08 7.97 8.49 10.33 10Y 394 397

NASDAQ | 3.98 1.82 1.82 4751 11.00  20.89 30Y 319 417

MSCI ACWI | 2.00 1.49 1.49 18.83 8.32 12.15 Credit spreads

MSCI EAFE | 0.63 0.39 0.39 11.49 453 7.31 IG corporate 0 108

MSCI EM 0.07 -1.00 -1.00 0.77 -5.49 3.01 bonds

Commodities (USD) HY bonds 350 355

Gold -0.81 -1.65 -1.65 8.17 3.24 9.48

CRB | -0.24 -1.03 -1.03 -9.19 3.87 4.17

WT| -2.43 0.52 0.52 -6.96 11.29 6.90

Fixed income

EEISV?S'Z'X Canada 023  -098 098 341 274  1.03

FTSE TMX Canada Long 0.19 -2.34 -2.34 2.74 -6.26 0.00

gfgoja'\t/'exgv"’g‘;ﬁa 0.24 074 074 5.76 -1.28 2.30

Currencies

DXY -0.12 0.95 0.95 -0.87 418 1.35

USDCAD | 0.24 1.15 1.15 -0.22 1.57 0.19

USDEUR | -0.27 0.61 0.61 -1.96 3.46 0.89

USDJPY | 046 3.01 3.01 9.69 11.70 6.02

USDGBP | -0.32 -0.23 -0.23 -4.81 1.94 0.13

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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