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The Fund was +1.45% in March and +3.35% for the first quarter.
Historical Performance
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Volatility continued through March. The S&P500 dropped over 5% in the first half of the month on
lingering Ukraine fears and caution into the March Fed meeting. However, post meeting, the markets
gained 10%+, pretty much in a straight line, with the index closing up 3%+ for the month. This was
despite incrementally hawkish commentary from Chair Powell, and the Fed reiterating their hard line on
inflation. Even more perplexing was the equity rally in the face of an inverting yield curve.
2’s/10’s Spread

Source: Bloomberg

So, how did we interpret the monthly move? It seems to us this was the classic ‘sell the rumour, buy
the news’ event into the first live Fed meeting. Positioning and sentiment were at extreme levels, and
moves were likely exacerbated by intra-month/quarter mean reversion dynamics. Albeit a violent one,
we view the move in late March as a bear market rally, as the move in equities was not corroborated
by important market variables such as the yield curve and bond spreads. As well, expectations are
growing for more aggressive tightening, with the potential for a 50 bps move in May now pretty much
becoming consensus. Net-net, we remain cautious on the prospect of persistently high inflation and
the drawdown of liquidity.
The Fund held up relatively well amongst the volatility, and we continue to maintain a high cash
position, with a premium on liquidity. Over the month, we built up our position in Agriculture stocks as
the Ukraine invasion exacerbated an already tight global food situation. Similar to other commodities,
we believe the Ukraine invasion shone a light on an already tight backdrop and even upon resolution,
these supply/demand dynamics will continue to persist.
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On specific names, it’s worth mentioning that we exited IBI Group (IBG CN) this month. IBI has been a
significant position in the Fund, for almost two years.
IBI is an engineering services company that was materially undervalued as the market was slow to recognize
the positive change underfoot in the operations. Given its relatively small market cap and liquidity, it was easy
to ignore versus the likes of WSP and Stantec, which ultimately provided an opportunity for investors like us.
The company had faced historical operational issues and a stretched balance sheet, however that was well
in the past and it was evident to us that the company was on its path to a successful turnaround, aided by a
proprietary software division that provided hidden value in the story.
We originally bought the stock around $6/sh in mid/20 and built the name to a top 10 holding, and at times, it
was our largest holding. So, why sell now? Our thinking was multiple fold:
First, we returned ~100% in less than 2 years, and although it remains under-valued relative to its competitors,
some of the discount had closed, and it was no longer as cheap as it once was.
Second, part of our positive thesis on the stock was its emerging software business, which has grown to 20%
of its total business. Over the past couple of quarters, the trajectory of this area has stalled a bit, and although
we would not be surprised if this re-accelerates later this year, in light of the change in sentiment in Technology
companies and correspondingly lower valuations, this was a new risk that had entered the fray.
Third, as we look forward to the potential market risks, we have
clearly wrote about our view that recession risks are becoming
more on our radar. In light of this, we are placing more scrutiny on
stocks that are economically sensitive.
Finally, as we focus more on liquidity, we determined it made
sense to take the gain and move on.
This provides a bit of a window into our process of both buying
and selling core positions. To be clear, we would not be surprised
if IBI continues to march upwards from here, however given the
aforementioned risks and considerations, we are happy to move
on and look for other opportunities to invest.
Market Snapshot
Equities registered their first positive month in 2022, with all major North
American indices finishing in the green. Almost all sectors had fairly
strong results, however Energy continued performing very strongly and
is by far the best performing sector so far this year.
From a factor perspective, Value continues to outperform most other
factors, although low volatility has also done reasonably well this year.
Bonds continue to struggle this year as more and more rate hikes get
priced into the market – for some perspective entering this year the
market had priced in 3 rate hikes whereas at the current time it is
pricing in just over 8 hikes. In another words, the market was assuming
the Federal Funds rate to rise to 0.82% at the start of the year but now expects the rate to be closer to 2.4%
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exiting the year.
Commodities continue to be the top performing asset class this year – all sectors finished positively
for the month and are strongly positive for the year.
Within currencies, commodity currencies continued to perform well which ties in with the strong
performance of commodities 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			
Portfolio Manager			
Arrow Capital Management Inc.		

Chung Kim

Portfolio Manager
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 recommendation 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 conditions, 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 April 2022.
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