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Investment markets have been volatile in 
the first quarter of 2022. Rising interest 
rates, rising inflation and the Russia-
Ukraine geopolitical uncertainty have been 
weighing on markets. While several economic 
fundamentals remain very healthy, the market 
has been unable to gain meaningful traction. 
Our outlook for 2022 remains modest, but we 

anticipate reacceleration in 2023.
As we look out to the remainder of the year, there are a 
few primary roadblocks standing in the way of investment 
markets. First off, the Russia-Ukraine war is unthinkable. The 
humanitarian toll is horrific and takes precedence over all 
other considerations. That said, it is our job to consider the 
economic and investment implications. From that perspective, 
the Russian and Ukrainian economies account for only 3.5% of 
global GDP. These local economies will be directly impacted. 
Although rising energy prices and disrupted supply chains will 
indirectly impact the global economy, it will fade in the long 
term. The average duration of an international war historically 
lasts 6 months. The direct impacts of the war will linger for 
the Russian and European economies; however, the global 
economy is more likely to resume its expansionary course 
rather than being derailed. With respect to inflation, prices 
continue to experience upward pressure. Rising oil prices are 
pushing up gas prices at the pumps, while other consumer 
goods are also feeling the effects.  These inflationary pressures 
are being felt at a time when the economy’s growth rate is 
moderating. This combination is referred to as stagflation; 
stagnant economic growth in a rising price environment. 
Although this can threaten economic growth, several other 
factors have an equally significant impact, and many of them 

remain very strong. Building on the inflation issue, North 
American central banks find themselves between a rock 
and a hard place. On one hand, they would like to gradually 
increase interest rates so that economic growth is not derailed. 
However, rising inflation is forcing them to increase interest 
rates at a quicker pace, in hopes of curbing price pressures. 
The balancing act will be whether central banks can accomplish 
both: moderate inflation while not causing the economy to tip 
into a recession. It is not surprising that investors are left with 
some unease with all these concerns. 

Nevertheless, several investment fundamentals remain very 
strong: 

• Job growth in both Canada and the U.S. has been double 
the long-term average

• Company profits in Canada and the U.S. continue to grow
at a pace of approximately 10%, with positive revisions of
8% and 3% respectively.

• Most companies continue to beat their quarterly earnings
expectations

Source: Bloomberg
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The strong economic fundamentals we referred to are 
highlighted in Matco’s Investment Horizon Indicator, shown 
to the right. This indicator combines consumer confidence, 
interest rates, employment, financial conditions, economic 
conditions, and stock market valuations to produce an 
objective outlook. A lower rating of 20-30 suggests the runway 
for economic and investment growth is long, while a higher 
reading of 50-60 suggests the runway is much shorter. The 
indicator has been rising since mid-2021, with a current 
reading of 42. This reading suggests we are progressing 
through the investment cycle, but the horizon remains healthy. 
When looking at the indicator in combination with the S&P 500, 
it’s track record of signaling significant market corrections 
is apparent. We will continue to monitor our indicator as it 
progresses closer to 50, but this will likely be a story for mid- 
2023 or potentially beyond; stay tuned.

In the meantime, the market has several challenges to navigate 
this year. Investors need to remember that we are two years 
into an economic expansion that we anticipate lasting four 
years. Although counterintuitive, a moderation of economic 
growth and a stock market that trades sideways are likely to 
pave the way for economic reacceleration in 2023. If investors 
become too short-sighted and focus all their attention on 
the wall of worry [see our March 31 Insight Blog], they risk not 
capitalizing on this reacceleration. 

To ensure our client portfolios can resume their cruise speed, 
here’s what we’re doing. 

• Maintaining an overweight to equities

• Protecting our fixed income assets against rising interest
rates and inflation

• Focusing on companies with sustainable earnings growth
in all market conditions

• Focusing on companies with lower valuations

In combination, these focuses will allow our portfolios 
to navigate a challenging 2022 while capitalizing on a 
reaccelerating economy in 2023. Our M-Factor investment 
process drives our discipline and risk management.

The next twelve months will present both opportunities and 
challenges. Continued economic growth will support equity 
markets, while decelerating growth, inflation and rising 
interest rates may cause bouts of volatility. As always, our 
primary objective is to protect and grow our client’s portfolios 
over the long term.

Source: Bloomberg
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DISCLAIMER

Performance returns for the Matco Mutual Funds are calculated by Matco Financial Inc. These returns are calculated and reported in Canadian 
dollars and are historical simple returns for the 3 month, YTD and 1 year periods and annualized compounded total returns for periods after 1 
year. They include changes in unit value and reinvestment of all distributions and do not take into account sales, redemption, distribution or 
optional charges or income taxes payable by any security holder that would have reduced returns. Matco Fund returns are calculated after 
management fees and operating expenses have been deducted. In comparison, the index returns do not incur management fees or operating 
expenses. Index returns are supplied by a third party. We believe the data to be accurate, however, we cannot guarantee its accuracy. 

Sector allocation, top 10 holdings, and country allocation based on percentage of portfolio assets

Forward-looking statements:  certain statements in this presentation are forward-looking. Forward-looking statements are statements that are 
predictive in nature, depend upon or refer to future events or conditions, or that include words such as “may”, “will” or “should”, or other similar 
expressions. Forward-looking statements are not guarantees of future performance.  Any number of factors could contribute to differing results 
including, among other things, general economic, political and market factors, interest and foreign exchange rates, global equity and capital 
markets, business competition, technological change, changes in government regulations, unexpected judicial or regulatory proceedings and 
catastrophic events.  This list of factors is not exhaustive.  Investors should not place undue reliance on forward-looking information and 
should be aware that Matco Financial may not update any forward-looking statements whether as a result of new information, future events or 
otherwise.

This information has been prepared solely for informational purposes in connection with a “one-on-one presentation” and is not for public 
distribution. This commentary is intended for information purposes only and does not constitute an offer to buy or sell our products or services, 
nor is it intended as investment and/or financial advice on any subject matter and is provided for your information only. Every effort has been 
made to ensure the accuracy of its contents.

Our investment strategies and the resulting portfolio holdings may change depending on factors such as market and economic conditions. This 
information is not a complete analysis of every aspect of any market, country, industry, security or portfolio.  Because market and economic 
conditions are subject to rapid change, opinions provided are valid only as of the date of the material.  Statements of fact are from sources 
considered to reliable, but no representation or warranty is made as to their completeness or accuracy.  Any reviews, analyses, preliminary 
findings and proposed strategies set forth in this presentation that are based on information that you have provided to us, we have assumed is 
accurate and complete, without any independent verification.  There is no assurance that any intended results and/or hypothetical projections 
will be achieved or that any forecasts expressed will be realized. Neither Matco Financial nor its affiliates accepts any liability whatsoever for 
any direct or indirect consequential loss arising from use of this report or any information, opinion or estimate herein.  Past performance does 
not guarantee future results and results may differ over future time periods.

Commissions, trailing commissions, management fees, brokerage fees and expenses all may be associated with mutual fund investments. Please 
read the Fund Facts and Prospectus before investing. Mutual funds are not guaranteed, their values change frequently, and past performance is 
not indicative of future performance. Matco Funds are not available for purchase in Quebec or Newfoundland & Labrador.

Matco Financial is an independent, privately held discretionary investment counsellor and asset management firm that serves the needs 
of individual investors, institutions, advisors, trusts, corporations and not-for-profit organizations. Matco provides investment advisory 
services to investors on a discretionary basis through mutual funds and separately managed accounts. This communication is intended for 
information purposes only and does not constitute an offer or solicitation by anyone in any jurisdiction in which such an offer or solicitation is 
not authorized or to any person to whom it is unlawful to make such an offer or solicitation. Matco Financial Inc. makes no representations as 
to the accuracy or any other aspect of information contained in other websites. All statements that look forward in time or include anything 
other than historical information are subject to risks and uncertainties and are not guarantees of future performance. Investors should not rely 
on forward looking statements. Actual results, actions or events, could differ materially from those set forth in the forward looking statements.  
MATCO Financial Inc. ©2022 All Rights Reserved. 




