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Keys to the market

What happened last week

April 6, 2023

Renewed concerns over economic growth, particularly in the
United States, where economic data disappointed
throughout the week, pushed bond yields lower. Perceived
risks from banking sector stress receded, supporting stock
prices as well as corporate spreads in the sector. Deposits
seem to have normalized, and flows to money market funds
are slowing, both of which should provide further support. In
Canada, employment surprised positively, and March's
increase in net new jobs helped drive the unemployment
rate down to 5.0%. Despite the negative economic surprises
of late, several U.S. central bankers continue to guide
markets to expect another rate hike in May. The nonfarm
payroll and CPl numbers to be published next week wiill
provide further clarity regarding the next steps for monetary
policy south of the border.

Canada: Net Change in Employment
Labour Force Survey, MoM, as at 3/2023
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Bond market

Softer-than-expected job numbers in the United States,
combined with weak ISM data, pushed yields down another
10+ basis points during the week as the market's focus
shifted from fears of a regional banking crisis to the growing
reality that aggressive moves by the Federal Reserve over
the past year have tilted the U.S. economy closer to a hard
landing. Meanwhile in Canada, a hotter-than-expected jobs
report kept yields from dropping as much as in the United
States but still managed to shave off another 5 basis points
or so. In the coming week, we will see whether the CPl is
still giving the Fed cause for concern or is starting to wane
more meaningfully, along with slowing economic activity,
which will prompt bond vyields to decline further. As for
credit, the broadening blemishes in the U.S. economic
performance moved spreads out by a few basis points for IG
and more than 20 for HY, as those asset classes stand to

Highlights

e \Weak economic data in the U.S. brings yields
lower, as the economy starts to feel the effects of
the central bank’s aggressive moves.

e Even so, the central bank seems to suggest that
further rate hikes are on the way.

On our radar

e Canada: Bank of Canada rate decision, February
manufacturing sales and March existing home
sales

e United States: March nonfarm payroll and average
hourly earnings, CPI, PPI, retail sales and April
University of Michigan sentiment

bear the brunt of negative investor sentiment in the fixed-
income world, should a recession emerge.

Stock market

The S&P 500 Index took a breather during the week, as
numerous indicators came in unexpectedly soft. Monday's
ISM indexes pointed toward a slowing U.S. economy with
lower pricing pressures, as well as a contraction in
manufacturing output and employment. Furthermore, the
JOLTS data showed that, for the first time since 2021, U.S.
job openings fell below 10 million. The number of open
positions declined month over month to 9.9 million from 10.6
million, a figure that had already been revised downward.
Lastly, private payrolls in March missed by a wide margin
(145,000 versus 210,000), with most gains concentrated in
the service sector.

This combination of data renewed fears of a U.S. recession,
causing a clear sector rotation within the S&P 500. Tech and
software underperformed, while traditionally defensive
sectors, such as consumer staples and health care,
outperformed. We think health care will continue to trend
upward, as perceived overhangs lift over time. Most
recently, Medicare Advantage reimbursement cuts proved
to be less severe than had been feared, leading to an uplift
in managed care organizations, such as UNH, which have
underperformed this year.
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Markets

(Total Return, in $CAD)

As of April 5, 2023 CA us
Equities Bond yields

S&P 500 -0.91 -0.91 6.39 -0.42 18.10 12.05 2Y 356 378
S&P/TSX 0.40 0.40 4.97 -5.01 19.50 8.90 5Y 288  3.37
NASDAQ -2.09 2.09 17.83 -5.26 18.05 15.66 10Y 279 331
MSCI ACWI -0.72 0.72 6.83 0.55 16.14 8.92 30Y 296  3.57
MSCI EAFE -0.02 -0.02 8.32 7.53 13.23 4.60 Credit spreads

MSCI EM 066  -0.66 3.21 4.32 7.21 0.53 L(irfggporate 177 145
Commodities (USD)

Gold 261 2,61 1078 5.05 7.63 8.78 HY bonds 405 484
CRB -1.13 -1.13 -1.87 1425  14.47 451

WTI 6.53 6.53 0.44 2094 4169 4.87

Fixed Income

BT“SV'Z:S'\G/'X Celicel 0.79 0.79 4.03 0.56 156 1.21

FTSE TMX Canada Long 1.08 1.08 5.85 -5.09 -4.40 0.37

(F:prEog\t/g(c?\?QrZﬁa 0.83 0.83 3.64 0.36 0.76 1.89

Currencies

DXY -0.64 -0.64 -1.61 2.39 0.42 2.40

USDCAD -0.43 -0.43 -0.71 7.78 -1.78 1.09

USDEUR -0.61 -0.61 -1.83 0.00 -0.33 2.34

USDJPY -1.16 -1.16 0.15 6.25 6.55 4.11

USDGBP -1.01 -1.01 -3.04 4.90 -0.53 2.36

Source: iA Investment Management, Bloomberg

About iIAIM

A magnet for top investment talent, iA Investment 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 iAIM’s
unifying commitment to strong risk management, analytical rigor and a disciplined, process-driven approach to asset allocation
and security selection.

ROOTED IN HISTORY, INNOVATING FOR THE FUTURE.

General Disclosures The information and opinions contained in this report were prepared by Industrial Alliance Investment Management Inc.
("iAIM"). The opinions, estimates and projections contained in this report are those of iIAIM as of the date of this report and are subject to
change without notice. iAIM endeavours to ensure that the contents have been compiled or derived from sources that we believe to be
reliable and contain information and opinions that are accurate and complete. However, iAIM makes no representations or warranty, express
or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for
any loss arising from any use of, or reliance on, this report or its contents. There is no representation, warranty, or other assurance that any
projections contained in this report will be realized. There is no representation, warranty, or other assurance that any projections contained in
this report will be realized. The pro forma and estimated financial information contained in this report, if any, is based on certain assumptions
and analysis of information available at the time that this information was prepared, which assumptions and analysis may or may not be
correct. This report is not to be construed as an offer or solicitation to buy or sell any security. The reader should not rely solely on this report
in evaluating whether or not to buy or sell securities of the subject company. The reader should consider whether it is suitable for your
particular circumstances and talk to your financial advisor.



