
            

 

                     

iA Investment Management 

Keys to the market 

What happened last week 

November 11, 2022 

The week’s highlight was a surprise inflation print in the 

United States that came in below market expectations. All 

asset classes responded positively to the news and staged 

a strong rally to close a week cut short by Remembrance 

Day. Inflation has come down significantly from its summer 

high, and core goods inflation has turned negative. The 

market now expects a lower terminal rate in both Canada 

and the United States. Oil prices jumped and the US dollar 

weakened on hopes that the Fed will slow its rate hikes as 

well as signs of reopening in China . As inflation softens, 

the market expects liquidity conditions to loosen gradually, 

which could provide good support for risk assets.  

 

Bond Market 

What an eventful week on the bond market! Yields went 

down dramatically with the better-than-expected CPI print, 

shaving off 30 to 40 basis points across the curve in 

Canada and the United States and taking terminal rate 

expectations below 5% south of the border. The curve also 

steepened by 10 to 15 basis points. Admittedly, the 

outsized moves most likely entailed a fair bit of short 

covering, but the market was obviously primed for a relief 

rally. Nonetheless, as has been our position all along, we 

see no reason not to take the US Fed at face value and we 

think the current rally will fizzle out as slowing economic 

conditions take hold further and restrictive monetary 

policies last longer than expected. But that is more a story 

for 2023. Interestingly, unlike equities, corporate bond 

spreads barely budged on the CPI news, perhaps 

suggesting a more cautious outlook for the underlying 

fundamentals. At the same time, a flurry of new issues hit 

the primary market and probably contributed to the more 

muted response. 

Stock Market 

The US midterm elections and the lower CPI print were the 

two main drivers of the stock market during the week. The 

midterms did not deliver the GOP sweep that had been 

priced into the market, and equities fell in their wake. Even 

so, the surprise CPI number touched off an impressive rally 

on the stock market. Investors view the CPI print as a sign 

that peak inflation is behind us and a Fed pivot is more 

likely. 

If that proves to be true, we think the stock markets could 

rally further, given that financial conditions are improving, 

possibly warranting higher multiples on equity valuations. 

We are cautiously optimistic for but acknowledge the 

market rally may be short lived because the current data 

are pointing to a slowdown in consumer spending in the 

fourth quarter, a factor that is not priced into current 

estimates or next year’s forecasts.  

Highlights 

• US inflation for October came in below 

expectations, setting off a strong rally in stocks 

and bonds.  

On our radar 

• In Canada: October CPI, housing starts and price 

index 

• In the United States: a very busy calendar with 

October retail sales, industrial production, housing 

starts and home sales. 
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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 iAIM 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 
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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. 
 

 

  

 CA US 

Bond yields   

2Y 3.83 4.33 

5Y 3.31 3.94 

10Y 3.15 3.81 

30Y 3.27 4.05 

Credit 

spreads  
  

IG corporate 

bonds 

184 158 

HY bonds 394 480 

Markets 
(Total Return in $CAD) 

 As at November 10, 2022 WTD % MTD % YTD % 1Y % 3Y % 5Y % 

Equities       

S&P 500 3.48 -0.02 -11.15 -7.30 10.67 11.99 

S&P/TSX 2.81 2.93 -3.44 -4.04 9.03 7.72 

NASDAQ 5.39 -0.50 -24.91 -22.18 12.37 14.12 

MSCI ACWI 3.70 1.24 -12.62 -10.32 7.10 8.16 

MSCI EAFE 4.28 4.63 -13.20 -12.50 0.92 2.33 

MSCI EM -0.89 2.58 -21.52 -22.72 -2.93 -0.96 

Commodities (USD)       

Gold 4.37 7.46 -4.03 -5.09 6.36 6.60 

CRB 0.40 2.17 -2.91 -1.57 12.85 5.41 

WTI -6.63 -0.07 14.97 6.31 14.74 8.79 

Fixed Income        

FTSE TMX Canada 

Universe 

2.33 0.79 -11.97 -9.93 -2.22 0.27 

FTSE TMX Canada Long  4.03 1.06 -22.38 -18.47 -5.83 -0.99 

FTSE TMX Canada 

Corporate Overall 

1.83 0.79 -10.84 -9.34 -1.22 0.92 

Currencies       

USD trade-weighted index -2.41 -2.98 13.10 14.08 3.23 2.77 

USDCAD -1.15 -2.20 5.44 6.67 0.24 0.99 

USDEUR -2.47 -3.21 11.40 12.42 2.57 2.70 

USDJPY -3.85 -5.20 22.51 23.76 8.87 4.43 

USDGBP -2.87 -2.10 15.48 14.42 2.93 2.40 

Source: iA Investment Management, Bloomberg 

About iAIM 

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 a disciplined, process-driven approach to asset allocation and security 

selection. 


