
Note: This page is not complete without disclaimers on the last page.
36 Toronto Street, Suite 750 • Toronto, Ontario •  Canada •  M5C 2C5 • Tel: 416.323.0477 • Tel: 1.877.327.6048 • Fax: 416.323.3199 • www.arrow-capital.com

ARROW PERFORMANCE FUND              FEBRUARY  2022

Experience. Active Management.

As we write this, we are a few weeks into the Russian invasion of Ukraine. Our hearts go out to the 
Ukrainian people, and we are humbled by the bravery and resolve that the citizens are exhibiting in 
defending their homeland. Events like these are truly sobering and we hope for a swift resolution to the 
conflict. 

The Fund returned +3.45% in February, outperforming the TSX and S&P500 CAD that were +0.28% 
and -3.26% respectively.

Returns as of February 28, 2022

As the month progressed, a continuation of January’s themes accelerated with long duration assets, 
most notably Technology, underperforming cyclical sectors. 

Increasing concerns of a Russian invasion of Ukraine also elevated volatility, and exacerbated 
inflationary fears. As you recall, we entered the year with a view that a ‘great rotation’ may be upon us, 
stoked by the possibility of persistent inflation, higher rates, and drawdown of Fed liquidity. The Ukraine 
invasion gives us greater concern that a higher for longer inflationary environment is an increasing risk, 
placing more pressure on the Fed and ultimately adding to the probability of a Global recession. 

As we mentioned in our last commentary, our biggest market worry is this recessionary risk posed by 
the rapid rise of inflation…these risks have only increased since the last update. Let’s be clear…this 
is not our base case, but the market is smart and forward looking and we will pay close attention to 
potential market signals.

From a positioning perspective, we continue to own names that benefit from inflation, and avoid/short 
names that are hurt by inflation. As well, we continue to avoid/short expensive or unprofitable companies 
that continue to break down to pre-covid levels. In light of the above macro risks, we have reduced our 
exposure to ‘re-opening’ type plays, as the higher risk of a recession would circumvent any post-covid 
boost. We also continue to reduce exposure and build our cash position.

If you’ve followed our Fund holdings, you’ll notice some turnover recently in our top holdings. This 
reflects our style, as we are not dogmatic about our names, and are willing to exit if the thesis has 
played out or new risks arise. High level, we have been moving to more liquid stocks as we believe this 
will be at a premium in a more turbulent market. We believe these tactical shifts are that much more 
important in potential market turning points, as liquidity, sentiment, and narratives all shift aggressively.
 
As can be seen in the market snapshot on the following page, the S&P 500 (US Large Cap) continued 
to decline in February, with Energy being the only sector finishing in the green.  Similarly, year to date, 
all sectors are down except for Energy.  It should be noted however that US Mid and Small Cap, along 
with the Canadian equity markets fared better during the month.

Within factors, Size (small cap stocks vs large cap stocks) and Value continued to outperform, with 
Momentum also beginning to show strong results.  Note that if a trend continues for long enough, 
Momentum eventually gains exposure to that trend so it will begin to trade like some of the factors listed 

1 yr 5 yr 10 yr 15 yr 20 yr
Arrow Performance Fund (Class A) 6.65 9.94 10.13 6.88 9.14
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in the table at right.

Bonds continued to decline – which while somewhat surprising 
given that they tend to do well during times of equity market stress 
– is not entirely unprecedented.  We are quite confident that if 
equity markets continue to deteriorate further, that we will see a 
rally in bonds – in particular government bonds.

Commodities continue to be the star performer so far this year, 
with broad based strength across all sectors.  As an asset class, 
this is exactly why we think an allocation here is warranted, as we
 would always like to have exposure to an asset that works while 
others struggle (i.e. equities, bonds, and currencies so far this 
year).

Thank you for your continued interest in the Fund. 
For further information, please contact your regional Arrow Capital 
Management representative.

Sincerely,

Ahson Mirza, CFA   Chung Kim
Portfolio Manager   Portfolio Manager
Arrow Capital Management Inc.  Arrow Capital Management Inc.

Commissions, trailing commissions, management and performance fees and expenses all may be associated with mutual fund investments. Offering of units in the Arrow Performance Fund 
(the “Fund”) are made pursuant to the Confidential Offering Memorandum (OM) only to those investors who meet certain eligibility or minimum purchase requirements. Important information, 
including the fund’s fundamental investment objective is contained in the OM which may be obtained from Arrow Capital Management Inc.  Please read the OM before investing.The rates 
of return are used only to illustrate the effects of the compound growth rate and are not intended to reflect future values or returns on investment in an investment fund.

This document is provided as a general source of information and should not be considered personal, legal, accounting, tax or investment advice, or construed as an endorsement or recom-
mendation of any entity or security discussed. Every effort has been made to ensure that the material contained in this document is accurate at the time of publication. Market conditions 
may change which may impact the information contained in this document. All charts and illustrations in this document are for illustrative purposes only. They are not intended to predict or 
project investment results. Individuals should seek the advice of professionals, as appropriate, regarding any particular investment. Investors should consult their professional advisors prior 
to implementing any changes to their investment strategies. 

Certain statements in this document are forward-looking. Forward-looking statements (“FLS”) are statements that are predictive in nature, depend upon or refer to future events or condi-
tions, or that include words such as “may,” “will,” “should,” “could,” “expect,” “anticipate,” “intend,” “plan,” “believe,” or “estimate,” or other similar expressions. Statements that look forward 
in time or include anything other than historical information are subject to risks and uncertainties, and actual results, actions or events could differ materially from those set forth in the FLS. 
FLS are not guarantees of future performance and are by their nature based on numerous assumptions. Although the FLS contained herein are based upon what Arrow Capital Management 
and the portfolio manager believe to be reasonable assumptions, neither Arrow Capital Management nor the portfolio manager can assure that actual results will be consistent with these 
FLS. The reader is cautioned to consider the FLS carefully and not to place undue reliance on FLS. Unless required by applicable law, it is not undertaken, and specifically disclaimed that 
there is any intention or obligation to update or revise FLS, whether as a result of new information, future events or otherwise. 

The comparison presented is intended to illustrate the historical performance of the Fund as compared with the historical performance of a widely quoted market index or a weighted blend 
of widely quoted market indices or other investments. There are various important differences that may exist between the Fund and the stated indices or other investments that may affect 
the performance of each. The objectives and strategies of the Fund result in holdings that do not necessarily reflect the constituents of and their weights within the comparable indices. 
Indexes are unmanaged and their returns do not include any sales charges or fees. It is not possible to invest directly in market indices. Certain statements contained in this communication 
are based in whole or in part on information provided by third parties and Arrow Capital Management has taken reasonable steps to ensure their accuracy. Market conditions may change 
which may impact the information contained in this document.

More information about the Fund can be found on our website www.arrow-capital.com. Published March 2022. 


