
ARROW GLOBAL ADVANTAGE ALTERNATIVE CLASS
Week ending September 16, 2022

Note: This page is not complete without disclaimers on the last page.
Arrow Capital Management Inc. | arrow-capital.com | info@arrow-capital.com

 

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

Performance
Week of September 16, 2022
 
Arrow Global Advantage Alternative Class (F Class):
WTD 1.06%
MTD 0.36%
YTD -1.83%
 
MSCI ACWI:
WTD -3.15%
MTD -1.60%
YTD -20.07%

Global Market Summary

The Fund posted a decent result, up over 1%, in a very weak equity and bond market post US CPI results.  Our posi-
tioning of short equities / long USD / long UST’s and short HY all added value.

All eyes continue to be focused on inflation.  The CPI released on Wednesday was essentially the reverse of the July 
release - headline came in hotter as did core CPI versus expectations.  Critically, the data showed real “stickiness” re-
sulting in a higher terminal rate (now well over 4%) and a “higher for longer” new narrative.  The result was a substantial 
increase in the 2yr rate and a steepening of the treasury curve.  Equities sold off but remain above their June lows while 
the dollar index (DXY) failed to reach a new high.  The Canadian dollar (like its Aussie counterpart) hit fresh cycle lows 
on the back of falling global growth expectations.

While commodity prices have come down (retail gasoline prices continue to fall), the markets are now firmly focused on 
wage inflation and the growing probability of a wage/price spiral.  While everyone was relieved that a rail strike in the US 
was averted, the settlement (14% boost in wages growing to 25% over the out years) is emblematic of labour gaining 
the upper hand in its growing share of national income.  The Atlanta Wage Tracker, which is now all the rage for macro 
tourists, shows +6.7% YoY growth through August but perhaps more importantly, the Atlanta Fed Wage Growth Job 
Switcher wage was over 8% - a better indication of true underlying wage growth.  That is in line with CPI.  
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At the same time, we have companies like 
FedEx reporting large guide downs and fore-
casting a recession - so growth fears are be-
ginning to move from macro (where multiples 
have come down) to micro (where companies 
start warning in earnest).  This all leaves the 
FED in a pickle (technical term) and it has 
brought out the leverage and low-rate bene-
ficiaries (like Barry Sternlicht of Starwood on 
CNBC this week) who now call for the FED 
to pause the rate hike cycle.  We are in the 
camp that the FED will go ahead with 75bps 
points this week and remain hawkish in its 
rhetoric in an effort to cool wages.  Will see.

Aside from the rate hikes, the FED has started QT in earnest this past Friday - will get the details on amounts tomor-
row - but the $95 billion plus additional treasury issuance given the pick-up in spending, by our calculations results in 
a cool $1 trillion in bonds the public will need to absorb over the next 6 months.  We have detailed a number of “perms 
and coms” for different FED and Treasury moves that may occur to ameliorate the impact, but the proverbial train is 
coming down the tracks.   

All in all, we have a rather poor fundamental backdrop for risk, but we are starting see the attractiveness of USTs over 
equities and watching the stock/bond relationship carefully.  We will also keep the balance sheet very lightly invested 
given the heightened uncertainties.

The coming week will of course highlight the FED decision on Wednesday along with a presser - the is where the FED 
Chair often gets tripped up.  Will also get other CB decisions along with Canadian inflation and the Teranet/National 
Bank HPI index results (housing).  Another crazy week is likely on tap - will do our best to navigate the noise and keep 
to our risk off positioning.

Summary Table
Economic Forecasts (Q3/2022 and Q4/2022)
 

D= Deflation / G= Real Growth / R= Inflationary Growth / I = Inflation

Economic Weekly Update
 
Below is a summary of the week and significant changes.  

The portfolio is divided into 2 parts – a Global Long/Short part (individ-
ual securities) and a Global Macro part that focuses on liquid futures, 
ETF’s etc. across FX, Commodities, Fixed Income and Equities.
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Summary of our current positioning:
 
1)     Global Sector Exposures (Long / Short Portfolio of individual companies)

The overall market is getting more negative on equities over the last week with large cap underperforming and Nasdaq 
being the worst index in the US.  With the Fed staying in the hawkish path, it is likely we will see continued pressure 
on growth.  Investors are hiding behind defensive sectors, with staples, utilities and healthcare being the only areas in 
addition to energy that are still seeing positive returns YTD on individual names.  Factor-wise, momentum and quality 
were outperforming while value and volatility lagged.

There are no substantial changes to our positioning as we remain defensive with our longs and tactical on the short 
side.  The most important news for us last week was the FedEx announcement, which as mentioned above, was par-
ticularly negative.  The company shared a preliminary release that withdrew guidance for the year while also posting 
EPS numbers that missed estimates.  This is evidence of weaker e-commerce and business-to-business activity, 
which obviously stoked recession fears.  Fedex is one to pay attention to because this area of the economy will typ-
ically start breaking before we see economic weakness spread.  The next area of transports we are looking to for 
confirmation of the economy turning is truckers- we are watching the group closely.  The FedEx release also showed 
increased weakness in Europe and Asia, which we have seen other US companies issue warnings about too (DOW, 
LYB).  Cracks in the economy are beginning to show, and despite the strength of the high frequency consumer data 
we track, the FedEx announcement carries more weight in our view.  We’re looking to other economically sensitive 
companies this earnings season for colour on how they are seeing demand trend. 

2)     Global Macro Exposure 

Total Gross: 22.72%, Total Net: 5.05%
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Commodities – Bullish Gold
Commodities were reduced by 89bps with the sale of our Goldman Sachs Commodities Index ETF position. 

Our current positions include a small weight in December Gold Futures, December GLD Calls and the Sprott Physical 
Uranium Trust. 

Bonds – Bullish Duration / Short Credit
Bonds were increased from -2% to +12% with the purchase of 2yr US Treasury Cash Bonds and 10yr US Treasury 
Futures.  Both long positions are equal weights in the portfolio. 

Equity Futures – Negative
Overall our Equity Index Shorts were increased by net 3%.

Foreign Exchange Positions

FX – Bullish USD

Notable changes from the prior week include our GBP short of -2.1% was covered and our EUR short was paired back 
from -3.7% to -2.8%.

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.

    1-Year  3-Year  5-Year  ITD
AGAA - Series F -1.56%  4.28%     3.66%
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