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An excerpt on our last November monthly letter where 
we outline our 2021 outlook:

“We think the pitfall here is to have a narrative that fails 
to adjust for the significant re-rating of cyclicals since the 
first vaccine announcement. There is a good chance that 
very early in the new year, the markets will be pricing a 
full reopening of the economy. We think it will be 
important to be nimble tactically and reinvest in other 
parts of the market.”

Fast forward to early March 2021, the U.S. equity market 
has been strongly led by cyclicals, with the Energy and 
Financials sectors in first and second place in terms of 
performance, year to date. In our view, cyclicals are 
pricing in a full reopening of the economy and some 
inflation worries to add to this. Interest rates have been 
going higher at a fast pace, a negative for longer duration 
equities, which have given up some of last year’s strong 
gains. We also are at a point where many experts’ 
narratives claim that it’s time to go all in cyclicals after, in 
our view, an unsustainable level of outperformance since 
the first vaccine announcement. I would also add that we 
are going through the peak of inflated expectations in the 
hype cycle in many emerging theme companies, which 
usually happens when their stocks are pricing 
expectations exceeding reality. 

Source: https://www.insights4print.ceo/2017/02/key-concept-technological-
innovations-gartner-hype-cycle-perfect-storm/

The Gartner Hype Cycle is a framework we have used successfully 
over the last five years to gauge when it’s time to invest 
aggressively in one theme. It provides graphic representation of 
the maturity and adoption of technologies and applications, and 
how they are potentially relevant to solving real business problems 
and exploiting new opportunities. It wasn’t specifically designed to 
forecast stock prices, but we have found that it can give good intel 
when supplemented to our valuation process. We use it along with 
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our traditional discounted cash flow model to help us 
determine the fundamental intrinsic value of a company. In 
doing so, we’re able to assess where current market valuation 
sits along that framework, from the technology trigger to the 
productivity plateau. Currently, we think caution is warranted in 
some themes like future mobility, fintech and renewable 
energy. These areas have seen hype from new public 
companies lately and strong share price performance of many 
leading stocks of last year, like Tesla, for example. As a 
reminder, we sold our position in Tesla last fall as we could no 
longer justify the share price level. We are looking forward to 
building new positions when great companies’ stock prices will 
reach the trough of disillusionment, which could be sooner 
than expected at the pace of correction we are seeing in some 
situations. 

In the meantime, we’ll continue with our barbell strategy, 
looking for the big winners of tomorrow on the innovators side 
of the portfolio while making sure we’re in the right dominant 
companies on the other side. We like this design a lot as it 
helps with risk management versus some of the purer play 
innovation high-octane strategies that are very popular right 
now in the ETF space. While we are using this hype cycle in 
our process, we want to be able to add value by focusing on 
the right side of the trough of disillusionment and avoid 
significant exposure to the left side of it. As usual, we will 
continue to work on our unique thematic style while 
incorporating our differentiated view of the markets.

iAIM snapshot

	— Principal asset manager for iA Financial Group

	— Major player in the asset management industry

	— Manages $97 billion in general portfolios and 
segregated and mutual funds

	— A team of 184 people, including 108 investment 
professionals (including 44 CFA charterholders)

	— Composed of experienced managers who emphasize 
fundamental analysis, identification of value and  
long-term investing
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markets.
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	— �Portfolio Manager, U.S. Equities

	— �Joined iAIM in 2011
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	 IA Clarington Global Value Fund
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DISCLAIMER

This document was prepared by iA Investment Management. Unless otherwise indicated, the segregated funds presented in this document 
are offered by iA Financial Group and the Mutual Funds presented are offered by iA Clarington Investments Inc.

The opinions expressed herein are based on current market conditions and may change without notice. They are not intended to provide 
investment advice. The forecasts provided herein are not guarantees of future performance, and include risks, uncertainty and assumptions. 
While these assumptions appear reasonable, there is no guarantee that they will be confirmed.

An investment in the mutual fund or the segregated fund may result in commissions, trailing commissions, management and other fees. 
Please read the prospectus or the Information Folder before making an investment. Each rate of return indicated is a historical annual 
compounded total rate of return that takes into account fluctuations in the value of units or shares and the reinvestment of all distributions and 
does not take into account buying commissions or redemption fees, investment fees, optional fees or tax on payable income by a unit holder, 
which would contribute to poor performance. Mutual Funds are not guaranteed and the segregated funds are guaranteed in part, under 
certain conditions. The value often fluctuates upward or downward, at the risk of the subscriber, and past performance is not indicative of 
future performance.

The rate of return is used to illustrate the effects of the compound growth rate only and is not intended to reflect the future values of the 
investment fund or the return on an investment in the investment funds.

iA Financial Group is a business name and trademark of Industrial Alliance Insurance and Financial Services Inc. iA Investment Management  
is a trademark and business name under which Industrial Alliance Investment Management Inc. operates. iA Investment Management and  
iA Clarington Investments Inc. are wholly owned subsidiaries of iA Financial Group.

This publication contains information provided by companies not affiliated with iA Financial Group (“Third Party Content Providers”), including, 
but not limited to, ratings, stock indexes and company-classification systems (“Third Party Content”) Third party Content is the property and 
trademarked by the relevant Third Party Content Providers and has been licensed for use by iA Financial Group. The use of Data received from 
Third Party Content Providers by iA Financial Group is authorized under licence.

This publication contains information provided by companies not affiliated with iA Financial Group (“Third Party Content Providers”), including, 
but not limited to, ratings, stock indexes and company-classification systems (“Third Party Content”) Third party Content is the property  
and trademarked by the relevant Third Party Content Providers and has been licensed for use by iA Financial Group. The use of Data received 
from Third Party Content Providers by iA Financial Group is authorized under licence. 

The information presented in this publication is provided for informational purposes only. iA Financial Group and Third Party Content Providers 
make no representations or warranties as to the information contained herein and no not guarantee its originality, accuracy or completeness. 
iA Financial Group and Third Party Content Providers disclaim all liability in respect of this information or the use or misuse thereof. 

The investment funds offered by iA Financial Group (“Funds”) are not sponsored, endorsed, sold or promoted by Third Party Content 
Providers. Third Party Content Providers make no representation as to the relevance of investing in the Funds, offer no guarantee or  
conditions in respect thereof, or assume liability in respect of their design, administration or negotiation. 

Financial and economic publications of iA Financial Group are not written, reviewed or approved by Third Party Content Providers. 

Any information contained herein may not be copied, used or distributed without the written consent of iA Financial Group and/or  
the relevant Third Party Content Provider.

Where FTSE indexes are used, or referenced: FTSE International Limited (“FTSE”) © FTSE [2018] ® is a trademark of the London Stock 
Exchange Group companies and is used by FTSE under licence. “NAREIT®” is a trademark of the National Association of Real Estate 
Investment Trusts and used by FTSE under licence. “EPRA®” is a trademark of the European Public Estate Association and used by FTSE 
under licence. “TMX” is a trademark of the TSX Inc. used by FTSE under licence.

NASDAQ®, OMXTM, NASDAQ-100® and NASDAQ-100 Index® are registered trademarks of NASDAQ Inc. and are licensed for use  
by iA Financial Group. 

Where the Global Industry Classification Standard (GICS) is used or referenced: the GICS was developed by MSCI Inc. (“MSCI”)  
and Standard & Poor’s Financial Services LLC (“S&P”) and is licensed for use by iA Financial Group.

The International Equity Index Fund, the Global Equity Index ACWI Fund, the Global Stock Account, the European Stock Account and  
the International Stock Account are each indexed to an MSCI index. MSCI indexes are licensed for use by iA Financial Group. For more 
information about the MSCI indexes, visit htpps://msci.com/indexes.
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