Weekly Market Commentary
World Equities

January 28, 2022

U.S. stocks rallied on Friday to finish the week in positive territory
pow 34,725.47 34,160.78 1.65% 1.34% helped by strong earnings in select large technology stocks

S&P 500 4,431.85 4,326.51 2.43% 0.77% :

Nasdaq 13,770.57 13,352.78 3.13% 0.01% . . . o
S&P/TSX 20,741.75 20,544.11 0.96% 0.58% The Dow Jones Industrial Average gained 564.69 points (1.65%) to
FTSE 100 7,466.07 7,554.31 -1.17% -0.37% finish at 34,725.47, bolstered by Apple (up 7.0%) and Visa (up 10.6%),
DAX 15,318.95 15,524.27 -1.32% -1.83% both reported stronger-than-expected earnings results. The S&P 500
Hang Seng 23,550.08 23,807.00 -1.08% -5.67% . ) )

Shanghai Index 336144 3,304.25 0.97% 4.57% index rose 105.34 points (2.43%) to close at 4,431.85, lifted by
Nikkei 225 26,717.34 26,170.30 2.09% -2.92% Information Technology, Real Estate, and Telecom sectors. The

U, Consumer Confidence Index Nasdaqg outperformed other indices and surged 417.79 points (3.13%)

e to settle at 13,770.57. For the week, all three indices moved into the
0 green for the first time in 2022 with the Dow outperforming with
120 1.34% gains.
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U.S. Annualized GDP Growth, QoQ (%)
338

6 24 12 24 20 19 23 29 38 31 34 ;4 09 24 32 28 19

]

O S S S T T S
Q'a“\ \\)o\ oé'\ & & \\)o\ ch\ \\)(\\ & \\‘o\ o*\ \\)o\ &
Source: U.S. Bureau of Economic Analysis
U.S. Q4/21 GDP Growth Composition, Annualized (%)
Imports
Exports 245
Government Spending -
Business Investment
Residential Investment
Consumer Spending
-5.0 0.0 5.0 10.0 15.0 20.0 25.0 30.0

Source: U.S. Bureau of Economic Analysis

Source: Thomson Reuters

On Tuesday, consumer confidence in the U.S. declined to 113.8 in
January (vs. 115.2 in in December), as fewer consumers remained
optimistic about the economic outlook in the near term, possibly
pointing to a moderation in economic growth in H1/22.

On Wednesday, BoC maintained the overnight rate at 0.25% while a
majority of market participants expected a 25bps lift. That said, in its
monetary policy report, BoC lowered its forecast of GDP growth to
4.0% in 2022 (from 4.3%) and to 3.5% in 2023 (from 3.7%), while
increased its inflation projections to 4.2% in 2022 (from 3.4%).
Overall, it was a hawkish hold and investors are currently fully pricing
in a March hike and a total of 4 to 5 hikes in 2022. In addition, the
press release coming out of the FOMC meeting was largely in line
with market expectations. However, Chairman Powell was arguably
more hawkish than expected in the press conference — when asked
if a 50-bp rate increase is on the table in March and if there could be
a rate hike at every FOMC meeting in 2022, Powell showed no
urgency to defend against those scenarios, leaving investors facing
the same level of uncertainty, if not more, post the press conference.

In a nutshell, for both the Fed and BoC, a rate increase in March is
highly anticipated; however, more importantly, no hint was offered
as it relates to when the central banks will consider running off
balance sheets (i.e.: QT) and at what pace. Despite being data
dependent, it is conceivable that the Fed and BoC will begin the QT
process in H2/22 with the possibility (and downside risk to the
financial markets) that they could accelerate the schedule to start
the process sometimes in Q2/22. Both central banks should offer
more colour on the QT process in the upcoming March meetings.

On Thursday, the U.S. economy grew 6.9% annualized in Q4/21 (vs.
2.3%in Q3/21), reflecting a surge in business inventories (accounting
for ~70% of GDP growth in the quarter). Consumer spending growth
was solid at 3.3% annualized (vs. 2.0% in Q3/21), helped by a busy
holiday season. For 2021, real GDP rose 5.7%, reversing the -3.4%
contraction in 2020. Whether the strength of the economic activities
will persist into Q1/22 remains to be seen amid the surging Omicron
cases and ongoing supply chain bottlenecks.



U.S. Personal Consumption Expenditure (PCE) Price Index On Friday, Personal spending decline 0.6% m/m in December (vs.
——PCE, Chain-type Price Index, Yo, SA +0.4% in November), hurt by lower durable and non-durable
#% | T PeE exluding Food & Energy, Chaimtype Price Index,Yo¥, SA spending. With impact of Omicron surfacing towards the end of
December, personal spending is expected to moderate further in
Q1/22. Meanwhile, PCE index rose 5.8% y/y in December (vs. 5.7%
in November), in line with the street consensus but well above the
2% target by the Fed. Core PCE (excluding food and energy items),
the preferred measure by the Fed, grew 4.9% y/y in December (vs.
4.7% in November), ahead of the 4.8% expected by economists,
marking the fastest pace since 1983. The entrenched inflation data
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Commodities & FX Fixed Income

Commodities Current T-5 T-30 T-365

WTI Crude ($/bbl) 86.8 85.1 75.6 49.1 Gov't Bonds Z-Year (%) 5-Year (%) 10-Year (%)
Brent Crude ($/bbl) 907 87.9 787 523 Current T-1 T-5 T-30 Current T-1 T-5 T-30 Current T-1 T-5 T-30
Natural Gas ($/MMBtu) 4.64 3.78 3.74 2.89
Gold ($/02) 1,795 1,835.4 1,806.2 1,843.2 u.s. 1.6 119 100 075 161 166 156 1.25| 177 180 176 1.48
e om0 oem0  oeso  7sm0 Canada 125 126 125 098 | 163 163 163 128 | 176 178 179 146
Eurozone | -0.61 -0.62 -0.62 -0.65| -0.31 -0.32 -0.33 -049| -0.05 -0.06 -0.07 -0.24
CAD (USD/CAD) 1.28 1.26 1.28 1.28
EUR (USD/EUR) 112 113 113 121 Japan -0.05 -0.07 -0.07 -0.10| -0.02 -0.02 -0.04 -0.09| 017 0.16 0.13 0.06
GBP (USD/GBP) 1.34 1.36 1.34 1.37
oY UPY/USD) tio 1iay riag 1oa2 UK. 096 096 088 065| 1.07 106 099 076 | 1.24 123 117 092
Weekly Performance
DOW
S&P 500
Nasdaq
S&P/TSX
DXY

CAD (USD/CAD)
EUR (USD/EUR)
GBP (USD/GBP)
JPY (JPY/USD)

WTI Crude ($/bbl)
Brent Crude ($/bbl)
Gold ($/0z)

Silver ($/0z)

(10.00%) (8.00%) (6.00%) (4.00%) (2.00%) 0.00% 2.00% 4.00%

Upcoming Events

Events

Mon, Jan 31, 2022 China Manu and Non-Manu PMI (Jan)

Tue, Feb 01, 2022 U.S. ISM Manufacturing PMI (Jan)

Wed, Feb 02, 2022 Eurozone CPI (Jan); U.S. ADP Jobs Report (Jan)

Thu, Feb 03, 2022 BoE Interest Rate Decision; U.S. ISM Non-Manufacturing PMI (Jan)
Fri, Feb 04, 2022 U.S. Nonfarm Payrolls (Jan); Canada Employment Report (Jan)

Source: Thomson Reuters 3



