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For August, the Fund was +0.42% vs the TSX -1.61%, and the S&P -1.96%.

Our market views have not changed materially since our last update. If anything, we are more convicted in our 
cautious views, although admittedly, the violent bear market rallies and persistent volatility does continue to test our 
resolve. The recent CPI print came in hotter than expected, rug pulling the market as short term positions expecting a 
benign number needed to be unwound. Over the past few weeks, the Fed continued to reiterate their commitment to 
reduce inflation, and we believe they are tacitly willing to put the economy into a recession to achieve this goal…ie the 
lesser of 2 evils. 

Cracks emerging

We think the market has been in a bear market rally the past couple of months, fuelled by various narratives…peak 
inflation, peak hawkishness, overly bearish positioning, soft landing. However, we ultimately believe the rally will 
fail, as the negative economic effects of Fed tightening start to flow through. Recently, we may be starting to see 
some of these cracks start to reveal themselves as a number of important economically sensitive companies have 
pre announced their quarters (FedEx, Chemical, Steel companies). What was most glaring was that many of these 
companies reiterated guidance as recently as 1-2 months ago. This tells us that economic conditions are deteriorating 
quickly…see these comments from FedEx:

Sept 15 - “Global volumes declined as macroeconomic trends significantly worsened later in the quarter (ending 
August), both internationally and in the U.S. We are swiftly addressing these headwinds, but given the speed at which 
conditions shifted, first quarter results are below our expectations,”

This could foretell a challenging Q3 earnings season, and potentially the start of more pronounced negative earnings 
revisions, which to this point have remained stable.

Druckenmiller speaks

Recently, we had the opportunity to see Stan Druckenmiller (“Druck”) speak at a Macro conference. Widely considered 
one of the best Macro traders of all time, we like to pay attention to his views. Druck believes markets could be 
challenging for the next decade, as the main drivers of asset prices over the past decade have not just halted, but are 
reversing. He believes this current asset bubble is the broadest and deepest he’s ever seen and valuations remain 
elevated. Although we don’t have such bold, longer term predictions, we clearly share his cautious tone. As always 
however, we will be open minded in challenging our assumptions as new information necessitates. But for now, we are 
decidedly cautious/bearish, and our focus remains capital preservation. 

If interested, below are a couple of recent interviews with Druck.
Palantir interview (Sept 13)
Sohn’s conference (June 10)

As always, happy to provide more detail on our thoughts, and welcome any feedback.

Sincerely,

Chung Kim
Portfolio Manager
Arrow Capital Management Inc.

https://www.youtube.com/watch?v=0sddHG0D0Y4
https://www.youtube.com/watch?v=-7sWLIybWnQ
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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 Exemplar Performance Fund (the “Fund”) as com-
pared 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 September 2022. 

Historical Performance 1 yr 3 yr 5 yr ITD

Exemplar Performance Fund Ser F -4.60 10.65 9.25 8.45

Returns as of August 31, 2022


