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2022 started off with a dizzying amount of activity

in the global capital markets during January, and
fixed income was no exception. In Canada, 10-year
government bonds backed up close to 35 basis points,
finishing the month just under 1.77% as investors
started baking in more hawkish overtures emanating
from central bank policymakers both at home and
abroad. The story was much the same in the U.S. as
10-year treasuries began the year just over 1.5% and
closed out at nearly 1.8% after meaningfully breaching
that level a couple of times throughout the month.

There was no shortage of storylines buffeting the
markets in January, but when things finally ended

it was central bank positioning over policy rates on
both sides of the border that ultimately drove the
narrative on bonds. Growing trepidation surrounding
a potential military conflict between Russia and
Ukraine, for example, sent equity markets scurrying
at points and periodically put a bid into bonds, but
remained more the fodder of the media than the
markets. Meanwhile, ballooning market volatility also
became a topic of concern, with intraday volatility
leaving investors’ heads spinning and spurring much
contemplation about where such wild price swings
put us in historical context and what that says about
the future market direction. Yet the rhetoric about
volatility seemingly had more to do with a change in
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the equity market narrative towards value over growth, itself
prompted by building central bank hawkishness, than it did
with underlying fundamentals.

On the economic front, inflation remained the key focus and
with prints in Canada and the U.S. reaching nearly 5% and
7%, respectively, therein was the fuel for monetary policy
supplanting all else as the principal issue of the month.
Extremely tight labour conditions in the U.S. and to a much
lesser degree Canada further propelled worries about inflation
and encouraged policymakers to become more vocal about
taking active steps to reduce the threat of higher costs on the
economy. As a result, the markets jostled their way towards
the January 26 central bank meetings in both countries. And
investors did not come away disappointed. A more hawkish
tone overall was reaffirmed, albeit with no need for immediate
action since both policymakers stood pat while signalling a
liftoff primed for March and orderly movements thereafter
(possibly two successive hikes to start). Even the messaging
on quantitative tightening allayed market fears of aggressive
monetary policy action since the Fed and BoC intimated a
measured approach to unwinding their balance sheets, likely
to be commenced in the summer after the initial increases in
rates and not to be the primary driver of monetary conditions.
A stated desire by central bankers to not surprise the markets
as monetary conditions are tightened did not, however,
discourage some forecasters from predicting 7+ rate hikes this
year or possibly even a 50 basis point move in either country at
their next respective meetings.
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As for bond market performance, the desire of central bank
policymakers to talk yields higher meant losses for bonds
across the board, with ensuing volatility and poor liquidity
being unwelcomed byproducts. The FTSE TMX Canada
Universe Bond Index lost 3.4% in January 2022, paced to
the downside by longer duration segments like Provincials
(-4.66%) and the Infrastructure segment of the corporates
(-4.79%). The Federal segment outperformed in January,
registering a loss of 2.34%, as weakening spreads also
weighed on corporates, which lost 2.94%. Oddly, corporate
spreads in Canada were slow to respond to the risk off
sentiment pervading the markets in January, but heavy
new issuance in the U.S. and worries about rising rates
producing slowing economic activity eventually pushed
levels out roughly 10 basis points. Provincial spreads also
faced some spread pressure in January as they widened

6 basis points. High yield in the U.S. took it on the chin
during the month as three successive weeks of $2 billion+
in associated ETF outflows temporarily surged spreads

up by roughly 50 basis points, although levels recovered
somewhat into February. And in that regard, we see
opportunity to selectively add some exposure to high yield
should momentum shift back towards that asset class
following such a sharp correction in January.

Despite all the volatility in
January, our overall view
remains biased towards
shorter duration given
the backdrop of higher

Volatility was also present in the evolution of yield curves.
The 2s-10s curve in the U.S., for instance, plunged 20 basis
points in January to finish around 60 basis points as the
short end bore the brunt of market angst over the potential
of the U.S. Fed increasing policy rates and bear flattening
the curve. By comparison, in Canada 2s-10s rose a touch

to roughly 50 basis points by the time January ended as

the market here was already pricing in tightening action by
the BoC. But that expectation did not stop the curve from
temporarily bear flattening by over 15 basis points in the first
half of the month before settling down as it became less
likely the Bank would move at its January meeting.

Despite all the volatility in January, our overall view remains
biased towards shorter duration given the backdrop of
higher rates going forward. \We believe most of the heavy
lifting for upward pressure on yields has already been
priced into the market but expect levels to generally drift
higher. At the same time, we will remain nimble to take
advantage of anticipated ongoing volatility as the markets
continue to figure out a new narrative, while the spectre
of mounting geopolitical risks persists. In addition, we
remain overweight corporates as a modestly softer spread
environment presents opportunity to selectively pick away
at that asset class.
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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

— Ateam 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



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.

INVESTED IN YOU.

iA Financial Group is a business name and trademark of
Industrial Alliance Insurance and Financial Services Inc. 1a.ca
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