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Market Comment

In October, the Bank of Canada again left its policy interest rate unchanged at 5.0%. There has been no change
to the rate since the Bank last increased it in July. In recent statements from the meeting and in testimony to
parliament, Bank of Canada Governor Tiff Macklem explained the rationale for the decision and the outlook for
future interest rate decisions. Macklem said that supply and demand are nearly in balance, and that economic
growth is slowing. GDP growth in Canada has been nearly non-existent since the fist quarter of 2023. Macklem
expects these trends to continue which should bring inflation down gradually, expected to reach the 2% target in
2025.

With the anemic GDP growth in Canada of late and unemployment beginning to creep higher, further rate hikes
from the Bank of Canada from here appear very unlikely unless something changes significantly.

The situation is a little different in the US, where GDP growth is extremely strong and unemployment has not
materially increased. Despite this, market expectations show that the Federal Reserve’s Fed Funds rate is also not
expected to increase.
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Inflation
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Measures of inflation for September in

) Canada and the USA have converged
near the 4% level, still substantially
higher than their target rate of 2%.
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Interest Rate Expectations

Interest Rate Expectations
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Canada both held their policy interest
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rates unchanged at the most recent
meetings. Based on market
expectations, these rates are expected to
remain steady until mid-2024 when they 7
will begin to moderately decline.
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YTD Returns

Name YTD (%) 2022 (%)
Stock Indices:

Year—to—plate asset returns haye been. S&P/TSX Composite Index 3.3 58
qwte mixed. The major outlier here is S&P 500 Index 7.2 -12.4
the Nasdag, which is up almost 30% in Nasdaq 100 Stock Index 296 277
2023 However, thIS return iS St||| not Dow Jones Indus. Avg -2.2 -04
enough to make up for the decline in MSCI EAFE 1.0 79
2022, as the Nasdaq is down about 6% MSCI EM 37  -14.2
since the beginning of 2022. FTSE 100 Index 22 0.0
Bonds have been similarly challenging Ell:(f S;Z)éx >0 12'2 1'2'8
for investors, particularly longer SLar?cizjhai Composite 3 :14'1
duration bonds. The good news is that Hang Seng Index 120 65

with these price declines, investors
have the opportunity to buy these
bonds at discounts to their face value,

Bond Indices:

. iShares Core Can Univ. Bond ETF -34 -11.7
maklng future returns much more BBG US Aggregate 25 111
attractive. BBG US Corporate -1.5 -156.8
Commodities have been one of the BBG US Treasury 20+ Yr -13.3  -311
lone bright spots in terms of asset N
returns, with several commodities Commodities:
posting overall positive returns since Gold Spot $/0z 10.0 0.3
the beginning of 2022. BBG Commodity -6.4 21.7

Year-to-date data as of Oct. 27, 2023. OC EAN FRO NT
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The Federal Reserve and the Bank of
Canada are trying to engineer a so-called
“soft-landing” where the economy
gradually cools off and inflation moderates
without causing a recession. Such a
scenario should theoretically be
accompanied by a moderate increase in
unemployment as economic growth and
business activity moderate down to a
sustainable level.

As you can see in the chart,
unemployment in the USA and Canada
have begun to increase, from a low of
3.5% in the US to 3.7% and a low of 5% to
5.5% in Canada. At these levels
unemployment is still historically

low. Whether this rise in unemployment
will be moderate or more substantial
remains to be seen.
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Initial Unemployment Claims

Initial Unemployment Claims - USA
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Bond Yields

5-year bond yields, represented by

the Government of Canada 5-Year i 4084' 4.500
Bond (the black line in the chart), B GTCAD10YR @BGN Corp (L1) 3995 -
are an important metric for '
consumers because they are key in 3.5001 | 3.500
determining the 5-year mortgage ﬁ
rate that banks lend at. While the 3.0001 A 3.000
Bank of Canada has not increased
its overnight rate since July, longer 2:5001 2500
term bond yields, such as the 5 000
Government of Canada 5-Year and 20001 '
10-Year shown here, continued to NN 1.500
rise. 5009 f 'M’\J\A //v ;
A \~ 1.000

For homeowners needing to 1.0001 i/
refinance their homes in the near [EEEFE —————— 0.500
future, 5-year bond yields declining 05001
WOUld be a Welcome deve|opment. zoggc Mar Juzrz)21 Sep Dec Mar Ju;022 Sep Dec Mar 2Jouzn3 Sep

ZK298609 Corp (CAN 3 % 09/01/28) Weekly 300CT2020-300CT2023 Copyright?@ 2023 Bloomberg Finance L.P. 30-0ct-2023 12:06:30
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Fund Manager Sentiment

I Chart 2: FMS sentiment remains bearish
Percentile mank of FMS growth expectations + cashlevel + equity allocation (scale 1-10)
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9 Ay ) Tax cuts : Bank of America does a sentiment

8 model based on the responses to their
7 W survey of Fund Managers. The model
6 currently shows sentiment as extremely
5 negative, comparable to levels seen

4 various past crises including COVID

3 |d U ‘ COVID and the Global Financial Cirisis.

2 o E‘ﬂ J J U (continued on the next slide)
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Source: BofA Global Fund Manager Survey; (O=bearish, 10 = bullish)
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Based on Bank of America’s model,

the high level of pessimism and cash
allocation from fund managers is a
contrarian “buy” signal, which is
associated with higher than average
stock market returns over the next
several months.

Fund Manager Cash Positions

Chart 3: BofA Global FMS Cash Rule triggers “Buy” signal

FMS average €ash level % AUM

@FMS average cash level (% of AUM)
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DISCLAIMER

The particulars contained herein were obtained from sources believed
to be reliable at the time of print, but we cannot guarantee their
accuracy or completeness. gurrent analysis and interpretation of
such information is subject to change. This report is for general
information only and does not constitute tailored advice offered to an
individual. Individuals should consult with their professional advisors,
including tax professionals, prior to making investment decisions.
Certain statements may contain speculative information that carries
known and unknown risks, uncertainties, and other factors. These
factors can potentially lead to significant differences between the
actual outcomes, performance, or accomplishments of OceanFront
Investment Counsel Inc. or the overall industry outcomes, and any
future outcomes, performance, or accomplishments indicated or
suggested by sucE forward-looking statements. It is important to
note that these statements may not be suitable for everyone. Past
performance is not indicative of future results.

OceanFront Investment Counsel Inc. is a subsidiary of OceanFront
Wealth Inc. OceanFront Investment Counsel Inc. is registered as a
Portfolio Manager in B.C., Alberta, Manitoba, and Ontario and as an
Investment Fund Manager in B.C. and Alberta. Information contained
herein, relating to OceanFront Investment Counsel Inc. is intended
only for Canadians residing in the provinces where OceanFront
Investment Counsel Inc. is registered.
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