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April 29th, 2022 Asset Allocation: 18.9% net, 98.6% gross equities; 6.3% commodities; 7.4% bonds and 34.6% USD

April 22nd, 2022 Asset Allocation: 29% net, 108.4% gross equities; 5.3% commodities; 2.4% bonds and 36.2% USD

Monthly performance, macro context, current positioning and future expectations.

Performance
Week of May 6th, 2022
 
Arrow Canadian Advantage Alternative Class (F Class):
WTD -0.42%
MTD -0.42%
YTD 2.86%
 
S&P TSX Composite:
WTD -0.62%
MTD -0.62%
YTD -2.78%
 
S&P 500: 
WTD -0.21%
MTD -0.21%
YTD -13.49%

Fund Commentary

The Fund had a mild pullback this week in line with the equity markets.  While the major equity averages were down 
on the week, the underlying daily and intraday volatility was quite dramatic.  
 
It was a very busy week on the economic front amplified by the FED meeting which saw a 50bps rise in the FFR and 
details on the QT program.  At the press conference following the FED decision, Chair Powell took the 75 bps hike 
“off the table” and re-iterated several more 50 bps hikes to some at the next 2 meetings.  The market took this as a 
dovish pivot of sorts (not as bad as feared logic) and the Nasdaq rallied very hard (+4%) following the statement.  This 
seemed odd to us as policy remained clearly hawkish.  The answer may have been partially in the Treasury’s Quar-
terly Refunding Announcement which showed reduced focus on coupons (bonds) that “immunizes” QT for the next 
few months or so, which was a relief of sorts.  However, by Thursday and a sober second thought, markets entirely 
reversed course with stocks and bonds both selling off hard.  By the end of the week equities were slightly lower while 
the bond market hit cycle highs on the 10 year yield of 3.12%.

More significant economic news came with the release of the Employment data on Friday.  While the Establishment 
Survey showed a very healthy +428k more jobs created, which continued a long string of jobs growth, the Household 
Survey was decidedly more bearish showing a loss of 353k.  We are now getting mixed signals in both employment 
series (which are admittedly very “noisy”), including a shrinking of the labor force and moderating wage growth, which 
to us implies a top/peak or more positively a stabilizing/ moderating labor market.  It is worth noting that the labor force 
is still 1.2 million jobs below the Feb 2020 level - more to go.

Finally, we got consumer credit data for March - a booming $52.4 BN - a new record and incredible when bench-
marked against pre-Covid levels of $15 BN per month.  Do you read this as consumer “confidence” and a pick-up in 
activity post pandemic or do you read it as paying for the necessities given the high inflation?  A now sharply falling 
savings rate leans us towards the latter for now.
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On the Canadian front, employment data was released on Friday and it showed a slowing trend - especially in finan-
cial services and real estate sectors - two very large sectors of the economy.  Wage growth also moderated which will 
not help many indebted households coping with higher inflation and now higher interest rates.  

I know these charts come out whenever the economy weakens in Canada and the doomsayers also appear - regard-
less you have to admit that house prices and the associated growth variable rate mortgages outstanding could create 
a very negative feedback loop.  The charts below show just how extended real estate values are relative to real dis-
posable income.  Pull up a stock chart of Home Capital’s share price and you can see this is not lost on the market.  
Our favourite way to take advantage of the potential weakness in housing is being long $CAD - we are looking to add 
on any strength in the loonie.

  Source: @MPelletierCIO      Source: Macquarie Canada   

Geographic Equity Exposures (% Total Portfolio including Futures)

On the week, net equity exposure was reduced by 3.7% largely via reduced US net equity exposure.  

Net bond exposure was reduced by 1.6% and net commodity exposure was reduced by 3.3% via reduction in gold 
futures.

Total fund gross exposure was reduced by 13.4%.  Total fund net exposure was reduced by 8.6%.

As evidenced by our gross and net exposures we remain very defensively positioned.
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Sector Exposures (% Long / Short Portfolio of individual companies)

There were no material changes in sector exposure - still long materials / energy / real estate and underweight/short 
technology / consumer discretionary / financials.

Market Cap Breakdown

No material changes in the market cap weightings.

FX Exposures:

As a reminder, we view foreign exchange as active “bets” that are used to either generate alpha or act as a hedge to 
the overall portfolio.  The Fund’s reference currency (except for the USD class) is the Canadian dollar so any expo-
sures other 100% Canadian dollars are considered “active” positions.
  
We look forward to reporting back next week.
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Commissions, trailing commissions, management and performance fees and expenses all may be associated with mutual fund 
investments. Please read the prospectus before investing. The indicated rates of return are the historical annual compound total 
returns net of fees and expenses payable by the fund (except for figures of one year or less, which are simple total returns) including 
changes in security value and reinvestment of all distributions and do not take into account sales, redemption, distribution or optional 
charges or income taxes payable by any securityholder that would have reduced returns. Mutual funds are not guaranteed, their 
values change frequently and past performance may not be repeated.

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 pur-
poses 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 numer-
ous 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 perfor-
mance 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.

Historical Performance – As of April 29, 2022
    1-Year  3-Year  5-Year  10-Year
ACAA - Series F 6.76%  17.10% 11.56% 10.88%

Published May 9, 2022.


