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

Performance
Week of September 9, 2022
 
Arrow Global Advantage Alternative Class (F Class):
WTD -0.74%
MTD -0.70%
YTD -2.86%
 
MSCI ACWI:
WTD 2.63%
MTD 1.60%
YTD -17.48%

Global Market Summary

The Fund was down on the week on the back of a strong bounce in equity markets and a small correction in the USD 
versus major crosses.  

The US economic news (ISM services and jobs data) did little to move the needle last week but the upcoming CPI 
release on Tuesday most certainly can.  The month over month is expected to be at -0.1 while YoY is expected to fall 
to 8.0% from 8.5% in July.  Core CPI YoY is expected to rise to 6.1% from 5.9%.  If you recall, on the July print it was 
the unexpected fall in core that helped markets rally so will see if history repeats.  We are in line with BBG consensus 
at 8.08% for August but we do not see headline CPI falling below 6% until Q2 2023!  So, will markets extrapolate CPI 
down more quickly keeping risk asset prices elevated or will the notion of “sticky” inflation and “higher for longer” prevail 
resulting in a further correction in prices?  Our view is the latter, but we are not aggressively positioned given the heavy 
bias / skew in markets for downside.  The bond remains the most interesting opportunity - the fear of further FED hikes is 
keeping the curve inverted for now.  Our view is that it is only a matter of time and patience before we get the inevitable 
fall in employment and commensurate moderation in wages.

In Europe, the ECB did as we expected and hiked 75bps.  This has helped the EUR stay hovering around parity with the 
USD. The market is pricing in a terminal rate of roughly 2.5% for the ECB.  With Europe much closer to a recession than 
the US and the energy situation challenging (while better given government intervention but still see heavy increases for 
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consumers) we doubt this will be achieved.  We remain bears on the EUR and GBP.

In Canada, the big news was the employment release which produced a loss of >39k jobs and the BoC hike of 75bps.  
The headline jobs report was a surprise and there are likely some issues around the accuracy of the educational num-
bers.  However, the losses posted in construction are evidence that the previous rate hikes are starting to bite so this 
latest 75bps will only accelerate matters.  Our view is the BoC will end its hiking cycle earlier than the FED and with a 
lower terminal rate.  As a result, we continue to see risk to the Canadian dollar.

Apart from the CPI, the coming week will also feature PPI, retail sales, industrial production and University of Michigan 
data.  The FED is now in its blackout period so markets will be left to draw their own conclusions without the noise.  It 
is likely the data will confirm whether the FED goes 50bps or 75bps the following week - our bet is the latte

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 (individual securities) and a Global Macro part that fo-
cuses 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 market remains in a holding pattern, respecting trend lines, as investors gauge the extent to which the economy is 
rolling over.  So far this year, the consumer has surprised investors most to the upside.  A seemingly bottomless well of 
savings continues to support discretionary spending, despite materially higher prices across all spending categories.  
Before we got Q2 earnings, investors were expecting huge cuts.  As all will know, the cuts were ‘less bad’ than feared, 
so attention naturally shifted toward Q3 earnings for the big cuts.  As we approach Q3 earnings, we have been moni-
toring high frequency consumer data to colour the risk reward and the vast majority of the data series we are looking 
at do not show a material slow down for discretionary categories.  Fed Vice Chair Brainard commented last week that 
she has seen no hard data to suggest discounting is having an adverse effect on company margins- aka the consumer 
is still purchasing at higher prices and margins may be more resilient than feared.  We are interested to see what com-
panies have to say, especially the forward guidance.  So far, we have gotten an announcement from United Airlines 
last week that they are raising guidance and continuing to see strong demand for flights- no evidence of a slow down 
there.  On balance, we have an open mind to Q3 earnings being potentially less bad than feared, despite maintaining 
our negative view on the economy as a whole.  We are interested to see what the data shows us this week. 

The other area that’s been driving S&P 500 down year-to-date is technology, down 21.5%.  Tech has attracted a lot of 
attention as it is still the largest sector within S&P large caps(27%) even after the big correction.  The correction was 
not a surprise given the combination of higher rates and lower growth completely reversed the tailwind for tech over 
the last two years.  Not only the earning’s growth came down in Q2, the amount of surprise on already lowered expec-
tation has been the tiniest since the pandemic.  Going forward, Q3 is expected to be the trough for earning’s growth 
under current consensus view, if that is the case, we will likely to see tech’s multiple start to inflect, however, if the 
earnings turn out to be worse than expected, both multiple and earnings could re-rate even lower.  Although there is 
still plenty uncertainties, but the upside risk now is getting more attractive.  This week’s CPI print will also impact how 
risk assets trade from here. 
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2)     Global Macro Exposure

Total Gross: 18.85%, Total Net: -5.07% 

Commodities – Bullish Gold
Commodities were increased slightly as we added to our Goldman Sachs Commodities Index ETF.  

Bonds – Bullish Duration / Short Credit
We shorted the front end of the US Treasury market resulting in a net short bond position from the prior week.  The 
position was a spread trade by maintaining our long 10yr US Treasury Futures position.  

Equity Futures – Negative
Our net short exposure was reduce by approx. 2.5%. 

Foreign Exchange Positions

FX – Bullish USD

We added to our Long USD position.  We also increased our shorts on GBP & EUR. 

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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