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Weekly performance, macro context, current positioning, and future expectations.
 
Performance
January 27th, 2023
 
Arrow Global Advantage Alternative Class (F Class):
WTD -0.34%
MTD -0.27%
YTD -0.27%
 
MSCI ACWI:
WTD 1.13%
MTD 7.36%
YTD 7.36%

Global Market Summary
 
The Fund had a small loss on the week while we maintained our defensive positioning.  The SPY rallied 2.5%, while 
10YR bond yields were up 71bps.  The market remains sanguine on the inflation outlook and the potential for the FED 
to pause the hiking cycle.  We saw Goldman introduced a ‘soft landing’ basket to trade this week, which is composed 
of stocks that would benefit the most from a dovish pivot or pause in the hiking cycle.  This is emblematic of the mar-
ket’s willingness to play for this low probability event!  On the data front it was a heavy week, getting the first glimpse 
of Q4 GDP, inventories, durable goods, and PCE in the US. 

Let’s dig into GDP first as it appeared to be strong, but looking under the hood at the components painted a much 
softer picture.  Q4 real GDP rose to 2.9% SAAR however inventories contributed to over half of the increase.  The high 
inventory number masked the slowing growth seen in consumption and investment.  Overall, not a high quality print.  
We think this inventory build is likely to weigh on the Q1 GDP numbers.  The durable goods report was a similar situa-
tion, where one category was propping up the aggregate measure- aircraft new orders jumped 115% MoM, making the 
aggregate measure optically much stronger than the decomposition of the components would suggest.  Real personal 
consumption continued to decelerate in Q4 for 7 quarters in a row.  As the stimulus roll off and we started to see more 
layoffs in addition to the technology industry, it would not be a surprise to see consumers further tighten belts.  We 
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also got PCE deflator on Friday that showed more evidence of falling inflation, with core slowing to 4.4% YoY in De-
cember versus 4.7% the month prior and services inflation finally stopped trending higher.  This fed into the market’s 
optimism about the path of inflation and the potential for the FED to declare victory and pause the hiking cycle sooner 
rather than later.  The market wanted to front-run the goldilocks/Fed pause despite the economic leading indicators 
continuing to get worse, we are monitoring this short-term junk rally and added to our treasuries position.
 
In Canada the BoC hiked 25bps on Wednesday and then signalled a pause, with Macklem only giving soft pushback 
to the idea of cuts.  This loosened financial conditions and also added fuel to the narrative that the FED might be on 
the doorstep of a pause as well.  Given the higher composition of housing in the Canadian economy versus the US, 
we would expect rate hikes to bite Canadians much faster and are not expecting a change in tune from Powell until 
inflation is more aligned with their stated goal of 2%.  This Wednesday all eyes will be on the FOMC rate decision and 
commentary about their forward outlook.  The market seems to be entering this event with a glass half full mentality, 
while we remain skeptical about getting too excited just yet. 
 
Summary Table
Economic Forecasts (Q4/2022 and Q1/2023)

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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Geographic Equity Exposures (% Total Portfolio including Futures) 

Summary of our current positioning:
 
1)     Global Sector Exposures (Long / Short Portfolio of individual companies)

We made no substantial changes to our positioning last week as the market continued higher, led by longer duration 
equities.  Non-profitable tech and expensive software equities were two of the best performing areas of the market last 
week.  As all will know, interest rates have a very pronounced impact on valuations of this group- so looks like some 
pre-positioning for a fed pause in the hiking path?  As mentioned in our macro summary, we believe its too early to 
get excited about that.  So far, 144 of the 500 S&P companies have reported, with an average earnings surprise of 
2.05%.  Consumer discretionary earnings have so far beaten by 10% on average, the largest of any sector- hoisted up 
by Consumer Discretionary products.  This makes sense in the context of the inventory build numbers we saw in the 
Q4 GDP release.  We continue to be focused on earnings of cyclical companies to get an idea of how corporates are 
viewing the current economic environment and any clues that could colour the path of the economy over the next 6-12 
months.  Sherwin-Williams(SHW) is a well followed name of the housing sector, a good barometer for both new build 
and existing homes.  The company reported last week and guided down big(HSD) on both top line and bottom line 
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due to weaker than expected volume.  Although new build started to see some activities, similar to what DR Horton 
reported, the existing homes market is still challenged by high rates.  Home products/improvement names, e.g. HD, 
LOW, FND and etc., rallied into this year as two cuts priced in for 2023, despite the fact that fundamentals is likely to 
see further negative revisions.  We hold the view that earnings of home products category in 2023 will likely end up 
much lower than where the consensus is right now.  It’s interesting that home building/ home improvement are one of 
the best industries in quad 4 according to our back-test, as a result of lower rates in quad 4.  However, before rates 
crashing, we need to see the economy further deteriorate and layoffs speed up(hopefully not!).  If that’s the case, we 
are definitely not passed the trough yet.

2)     Global Macro Exposures

Total Gross: 77.77%, Total Net: 33.26% 

Commodities – Bullish Gold

Commodities were little changed on the week.  We collected some premium on our short calls against GLD that ex-
pired worthless on Friday. 

Bonds – Bullish Duration / Short Credit

Bonds were increased by 3.4% as we added to our Long US 10yr Treasury Note Futures position.  

Equity Futures – Negative

Equity Index shorts were increased by 4.3%.  We added to our S&P, Nasdaq and Russell Futures shorts. .
  
Foreign Exchange Positions:
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* We have included the delta adjusted totals to the FX summary above.

FX – Bullish USD & Yen

Most notable FX changes this week was the reduction in JPY.  A flattening in our AUD long and EUR short, which 
resulted in an increase to USD and CAD.  We also added DXY (Dollar Index) long. 
We look forward to reporting back next week.

Thanks,
Arrow Investment Team
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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.
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Historical Performance – As of December 31, 2022

     1-Year  3-Year  5-Year  ITD
AGAA - Series F -1.73%  4.93%     3.47%

Published January 30, 2023


