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Comments from the CIO’s office

Martin Lefebvre is National Bank Investments Chief
Investment Officer and Strategist. Please see below for key
takeaways from his September Asset Allocation update.

The tug-of-war between bulls and bears continued
throughout August, with U.S. equities initially trending
higher, only to pull back and close the month lower. Who
will win the next round? It's impossible to know with
certainty, but in order to get some clarity, we dedicate
this report to a brief overview of both the bullish and
bearish theses, while remaining as factual as possible.
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On the bullish side, the central scenario calls for a rapid
slowdown in inflation and a gradual slowdown in wages,
allowing the purchasing power of households — which
are otherwise in excellent financial health - to
strengthen and enabling the Fed to renew with less
constraining monetary policies. Some recent data tend
to support this thesis, but nothing definitive.

On the bearish side, there is a plurality of opinion but
even there, it is generally accepted that inflation will
indeed slow. However, in addition to weighing on
corporate profits, this decline isn't expected to change
the Fed’s intention of bringing its policy rate into
restrictive territory. Besides, a recession indicator with a
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"perfect" track record has just crossed a critical
threshold, the energy situation in Europe is worsening,
and lockdowns in China are persisting.

No one knows for sure what the future holds, and that
includes the most bullish, the most bearish, and us. This
is always the case, which is why diversification is the only
real key to success in long-term investing. And it is even
more true today, given the unprecedented, complex,
and sometimes even contradictory nature of the
economic backdrop.

What’s Diversification
Got To Do With It?

The markets are ending September volatile following
the US Fed announcing another 75-basis point rate
increase and stating that further rate hikes are needed
to curb ongoing inflation. As mentioned in the CIO
comments, this continues the tug-a-war between a bull
and bear market. A case can be made on either side of
the fence on whether we have seen the bottom of the
market or if there is more downside to come. Some say
that the market drop in June was the bottom and we
are on track for inflation to slowly come down. Others
say that yes inflation will slow down over the coming
years, but corporate profits are going to be negatively
affected by this as they have benefitted from the rise
in prices caused by inflation.

When dealing with uncertain times, people are often
confused on where is the best place to invest their
money. They see equities dropping and become fearful,
thinking they should cut their losses. In doing so, they
would miss out on the potential recovery. Bonds are
favorable right now as interest rates are at the highest
they have been in years but as they continue to rise, the
price of bonds also goes down. Lower-Risk fixed income
assets like GICs are benefitting from higher interest
rates, but by overweighting fixed income and locking
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funds into a GIC for multiple years, you could potentially
miss out an eventual market recovery in equities. There
is not one asset class that is superior and really the
place that you will find the most success right now is
through a diversified portfolio. By having diversification
with your asset classes and with the individual positions
held in these asset classes, the swings of the market
are not felt as strongly.
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Balanced Investment Model Sleeve Goal Allocation

Opyportunity Cash

Alternative Equity 5% +
10% T

Int’l Equity
9%

.. Fixed Income
40%

US Equity ..
18%

L CDN Equity

18%

Your Investment Policy

BALANCED PROFILE ~ You give equal importance to
achieving growth in your investments and receiving income.
You can tolerate moderate changes in market value to
ensure growth, but you prefer having a mix of fixed income
investments and equities for reasons of stability. If you feel
that your risk tolerance is shifting, please let us know!

Source: This information is forillustration purposes and subject to change. Your portfolio may not hold all of these positions. We enhance the composition of your portfolio with additional equity
solutions that are notillustrated. The weightings change with market fluctuations and model rebalancing.

Laurel Marie Hickey cFp® cIM® FCSI®
Wealth Advisor & Portfolio Manager
239 8™ Avenue SW Calgary Alberta T2P 1B9
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Tel.: 403-531-8429 | Toll Free: 1-877-506-7900 | Email: laurel.hickey@nbc.ca

NATIONAL BANK
FINANCIAL

WEALTH MANAGEMENT

1 GLOBAL
| il WEALTH

National Bank Financial - Wealth Management (NBFWM) is a division of National Bank Financial Inc. (NBF), as well as a trademark owned by National Bank of Canada (NBC) that is used under license by NBF. NBF is
a member of the Investment Industry Regulatory Organization of Canada (IIROC) and the Canadian Investor Protection Fund (CIPF), and is a wholly-owned subsidiary of NBC, a public company listed on the Toronto
Stock Exchange (TSX: NA). The information contained herein has been prepared by Laurel Hickey an investment advisor at NBF. | have prepared this report to the best of my judgment and professional experience to
give you my thoughts on various financial aspects and considerations. The opinions expressed herein, which represent my informed opinions rather than research analyses, may not reflect the views of NBF. The
particulars contained herein were obtained from sources we believe to be reliable but are not guaranteed by us and may be incomplete. The securities or sectors mentioned in this letter are not suitable for all types
of investors and should not be considered as recommendations. Please consult your investment advisor to verify whether the security or sector is suitable for you and to obtain complete information, including the
main risk factors. Some of the securities or sectors mentioned may not be followed by the analysts of NBF. Unit Values and returns will fluctuate, and past performance is not necessarily indicative of future performance.
The present document may not be reproduced either wholly or in part. It must not be distributed or published or be mentioned in any way whatsoever. No mention of the information, opinions and conclusions it

contains may be made without the express written pre-approval of NBF for each instance.


https://www.investopedia.com/articles/optioninvestor/09/implied-volatility-contrary-indicator.asp
https://finance.yahoo.com/quote/%5EVIX/history?period1=631238400&period2=1653091200&interval=1d&filter=history&frequency=1d&includeAdjustedClose=true

