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Market Comment
Stock markets around the world were mixed in July, as the TSX rose 0.8% and the S&P500 rose 2.4%. It was a tough
month for some Asian markets, the Hong Kong Hang Seng fell -9.6%, the Chinese CSI300 fell -7.3% and the
Japanese Nikkei fell -5.2%.
Inflation continues to be a hot topic and the subject of much debate on whether it will be transitory or more permanent.
Renowned investor Howard Marks of Oaktree Capital weighed in recently to comment that while inflation is intensely
studied and discussed because of its impact on interest rates, its causes and remedies are still not very well
understood. Many central banks have targeted 2% inflation for years but have been unsuccessful in achieving it. The
lowest unemployment rate in decades did not result in significant wage inflation (the well-known Phillips Curve
economic theory).
Federal Reserve Bank of St. Louis President James Bullard even admitted how uncertain the situation is, saying that
the economy “is in an environment where we’ve got a lot of volatility, so it’s not at all clear that any of this will pan out
the way anybody’s talking about.” – The Wall Street Journal, June 18
It’s important to remember that while we can prepare for the risks that are present, it’s impossible to know what the
future holds.
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North American vs. Asian Stocks

North American stocks, represented here by the TSX and S&P500, have massively outperformed their
Chinese (Shanghai Composite) and Japanese (Nikkei) counterparts YTD, by about 18% for the S&P500 and
15% for the TSX. One way portfolio diversification pays off is to reduce the risk of being overconcentrated in
underperforming areas of the market.
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The Delta Variant Effect

COVID cases are rising, largely due to the highly infectious Delta Variant. The US is experiencing over 90,000 new cases per
day and over 400 deaths per day. The effect of vaccinations appears to be evident in this chart, as the last time cases were
at this level in early 2021, there were around 3,000 deaths per day.
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The Vaccination Effect
According to analysis from the
Financial Times, a major benefit
of vaccinations is their effect on
reducing the deadliness of the
virus. In their example, a fully
vaccinated 80-year-old has a
similar risk of death from the
virus as an unvaccinated 50year-old.
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Watching for Wage Inflation

With so many reports of labour shortages,
especially in the US, many are watching to
see if employers begin increasing wages to
entice workers to re-join the workforce.
Recently wages have risen, along with CPI
inflation, but their rate of inflation is still
below the highs of the past decade. It will
be interesting to see if this trend persists.
An increase in labour costs can really
squeeze profit margins, especially for labour
intensive industries.
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New Job Postings

According to data on new job postings, the labour
market supply tightened slightly over the past few
weeks. Sustained wage inflation may require this
metric to continue to rise or at least remain at a high
level.
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S&P500 Profit Margins

Operating margins for S&P500 stocks continue to grow, so inflation concerns (for labour or
other inputs) haven’t materialized here yet.
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SECOND
OPINION
SERVICE ®
11

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®.
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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.
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