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The markets expressed their best version of selective
listening during the week. Despite being repeatedly
admonished by US central bank speakers about persistent
inflation and the need to keep policy rates higher for longer,
investors latched onto a key point: openness to a potential
pause in the summer, as expressed by the Atlanta Fed's
Raphael Bostic on Thursday. His comments bolstered
sentiment and put a bid into bonds and risk assets to close
out trading. Earlier in the week, the favourable impact of
decent economic data from China was offset by somewhat
disappointing ISM data in the United States and the ongoing
strength in prices paid.

US PMI vs Global Monetary Policy Cycle
Last decision from central banks: Cut (+1), Hike {-1)
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Bond market

Well, it finally happened last week: US 10-year Treasuries
broke above 4% after being battered persistently in the
previous few weeks by further sticky inflation signals and
Fed comments about the need to keep rates higher for
longer. In addition, the terminal rate is inching closer to
5.5%, even though Bostic's openness to pausing in the
summer took some sting off the rising yields by the close of
trading, such that 10s kept hovering at about 4% rather than
breaking out higher. In Canada, yields drifted modestly
higher as well, but investors are looking more to the coming
BoC meeting for direction. In spread product, levels moved
a little lower, but favourable momentum has certainly
waned, as shown by fund outflow data.

Highlights

e Stocks and bonds reacted positively to Fed
speaker Bostic's openness to a pause in rate
hikes.

e Somewhat disappointing ISM data underscored
the ongoing expansion of economic activity and
weighed on both asset classes.

On our radar

e Canada: Bank of Canada rate decision, jobs report
and unemployment rate for February

e United States: Durable goods orders for January,
non-farm payrolls and unemployment rate for
February

Stock market

With the US earnings season mostly behind us, we turned
our attention to Canada, focusing on the banks, which
reported this week. Overall, Canadian banks’ results slightly
exceeded expectations, driven by their capital market
operations. Loan growth and net interest margins remained
strong, but we are starting to see a deceleration in the rate
of change for these metrics. Although credit quality
continues to normalize, loan loss provisions remain below
the long-term average. In the context of slowing growth and
normalizing credit, managing the cost base remains a priority
for the various management teams.

Generally speaking, we are seeing growth slow somewhat
faster than initially expected, which has resulted in a slight
lowering of expectations. We will continue to monitor the
consumer’s financial health, which has been a key
contributor to the stock market's resiliency.
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Markets

(Total Return, in $CAD)

As of March 2, 2023 CA us
Equities Bond yields

S&P 500 0.05 0.24 4.44 -1.07 11.19 11.27 2Y 429 489
S&P/TSX 0.71 0.61 5.42 -1.23 10.40 9.02 5Y 365  4.31
NASDAQ 0.35 -0.04 10.56 -9.38 11.30 13.30 10Y 347  4.06
MSCI ACWI 0.23 0.15 5.16 -0.03 9.37 8.38 30Y 332 399
MSCI EAFE 0.60 -0.10 6.24 6.25 7.01 4.23 Credit spreads

MSCI EM 0.57 1.61 3.03 7.06 2.06 0.13 L(irfggporate 156 127
Commodities (USD)

Gold 137 0.49 065  -481 4.92 6.78 HY bonds 339 418
CRB -0.22 0.03 -1.09  -1097  11.30 4.32

WTI 2.41 1.44 -2.62 29.33  18.69 5.00

Fixed Income

BT“SV'Z:S'\G/'X Cel 0.28 0.90 0.12 8.13 3.29 0.42

FTSE TMX Canada Long -0.52 -1.80 0.22 -15.18  -7.45 -0.75

Eszojxggf;ﬁa 0.19 0.66 0.77 5.61 -1.80 1.29

Currencies

DXY -0.18 0.15 1.45 7.85 2.56 3.15

USDCAD -0.10 -0.37 0.32 7.65 0.67 1.09

USDEUR -0.47 -0.21 1.02 4.93 1.66 3.05

USDJPY 0.21 0.44 4.31 18.40 8.08 5.28

USDGBP -0.02 0.64 1.15 12.23 2.20 2.93

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. iIAIM 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.



