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Market Comment

Stock markets around the world were mostly higher in June, as the TSX rose 2.5% and the S&P500 rose
2.3%. The global economic recovery has picked up steam as vaccinations have become widespread
amongst populations.

The Federal Reserve, playing the role of Goldilocks, took the temperature of the economy and decided:
“too hot!” A significant policy shift was revealed in June, which signaled the beginning of the end of the
easy-money, quantitative easing program that markets have enjoyed since the beginning of the pandemic
last year. Read on below as we discuss the implications this may have for investors and their portfolios.

| Source: Bloomberg Professional, US Federal Reserve, Oceanfront Wealth Management
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US Wages – 40 Year Decline

US wages, shown here as a percentage of GDP,
have declined since the 1970s. There have been
many reports of labour shortages in the US,
particularly in food service. Some companies
now have to entice candidates to come off
government pandemic benefits to work.
Perhaps this will be the tipping point where this
trend in wages begins to reverse.

If the trend does reverse and we see wage
inflation, that could potentially spill over to
inflation in other areas of the economy as well.

| Source: The Guardian, @callum_thomas on Twitter, Ocean Front Wealth Management
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Recovery Accelerates

As the effect of mass vaccinations takes hold and economies begin to return to normal, we can expect to see big economic growth
numbers in the near future. The current forecast for US GDP growth is 6.6% in 2021 and 4.1% in 2022. The downside of this is that
high GDP growth is typically accompanied by rising inflation.

| Source: Bloomberg Professional, Federal Reserve Bank of St. Louis, Ocean Front Wealth Management
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Returns in Different GDP Environments

The current GDP environment is highlighted red, the current consensus is that US GDP will exceed 4% for
2021 and 2022. Historically, this has been an excellent environment for stocks. However, since returns
have been so strong over the past year, some short-term weakness may be expected.

| Source: RBC, Ocean Front Wealth Management
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Federal Reserve Policy Shift 

Another consequence of the rapidly recovery economy and inflationary risk is that the Federal Reserve has shifted its interest
rate policy, and we may be in a rising rate environment before much longer. Projections from the Federal Reserve Open
Markets Committee show that they anticipate that rates will be hiked to around 0.75% by the end of 2023, and to 2.5% in the
longer term.

| Source: Bloomberg, Ocean Front Wealth Management
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Rising Rates and Stocks

Rate hikes aren’t all bad for stocks, the beginning of a
rising rate cycle typically coincides with a strong
economy, which is a positive environment for stocks.

The chart to the left shows average S&P500 returns
leading up to and following the first rate hike of a
rising rate cycle since 1981. You can see that the
returns are quite strong, although they are better
leading up to the first hike than following it.

| Source: RBC, Ocean Front Wealth Management
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SECOND 
OPINION 
SERVICE

Do you have friends, family members or business associates not getting the advice and guidance
they need? Our first-hand experience is that over 90% of high-net-worth individuals that come to
us have not developed a comprehensive written plan with their current advisor. Having a written
financial plan specific to your goals is essential to achieving what’s most important to you. This is
why we created the complimentary SECOND OPINION SERVICE® exclusively for friends, family
and associates of our valued clients and professional network.

Our service has one goal in mind; to increase your Peace of Mind®.®

https://oceanfrontwealthmanagement.com/second-opinion-service/
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Disclaimer

This information has been prepared by Scott Keast and Shane McMahon
who are Portfolio Managers for iA Private Wealth® and does not
necessarily reflect the opinion of iA Private Wealth®. The information
contained in this presentation comes from sources we believe reliable,
but we cannot guarantee its accuracy or reliability. The opinions
expressed are based on an analysis and interpretation dating from the
date of publication and are subject to change without notice.
Furthermore, they do not constitute an offer or solicitation to buy or sell
any of the securities mentioned. The information contained herein may
not apply to all types of investors. The Portfolio Managers can open
accounts only in the provinces in which they are registered.

iA Private Wealth Inc. is a member of the Canadian Investor Protection
Fund and the Investment Industry Regulatory Organization of Canada. iA
Private Wealth is a trademark and business name under which iA Private
Wealth Inc. operates.

Copyright © 2021 Ocean Front Wealth Management, All rights reserved.
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