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A challenging year for investment markets 
sums up the first six months of 2022. Several 
economic roadblocks have reversed both the 
positive sentiment and positive trend equity 
markets experienced in 2021. That said, within 
every episode of stock market turbulence lies 

a bedrock of opportunity.

Our base case for 2022 was a deceleration of economic growth. 
We have seen growth slow not only in North America but 
around the world. Certain economic metrics show the level 
of deceleration to be consistent with other mid-economic 
slowdowns. Primarily manufacturing activity, corporate 
earnings and labour market growth have all slowed, but not 
at an alarming rate. However, investment markets have been 
fraught with concern. The main drivers of investor nervousness 
have been rising inflation, increasing interest rates and 
geopolitical uncertainty. These concerns have overwhelmed 
some of the positive fundamentals that remain. As we look 
out to the remainder of 2022, we anticipate market volatility 
to persist. Be that as it may, the possibility of market recovery 
looms with an overwhelming amount of negative investor 
sentiment and economic fundamentals remaining healthy. For 
this to occur, a few key developments are necessary: inflation 
surprising on the downside, central banks slowing their pace 
of financial tightening and corporate earnings growth staying 
positive. This leads us to some of our key investment themes 
for the second half of 2022.

Valuation Matters

Slowing growth, rising interest rates and fears of a recession 
have pushed stock markets lower by 12% to 20% globally. 
Despite the downtrend in markets, corporate earnings 

continue to grow, albeit at a slower pace than in 2021. 
Valuation, how much an investor must pay for access to 
stock ownership, was significantly higher in 2021 and has now 
returned to more normal levels. Consequently, investors have 
access to buy solid companies at more attractive prices. If 
inflation begins to wane, central banks become less aggressive 
in raising interest rates, and corporate profits remain healthy, 
this market correction could present a long-term buying 
opportunity for investors. As with all market-related outcomes, 
the “ifs” represent uncertainty. 

Nonetheless, the market and economic related data we follow 
lend to the positive outcome as our current base case. Further 
reinforcing this opportunity, Matco’s investment process 
ensures we are paying a reasonable price for the companies 
we invest in. As a result, the valuation of our funds is even 
more attractive than the broader market. As shown below, 
Matco’s equity funds trade at a discount to the broader equity 
indexes, consistent with our investment style of “growth at a 
reasonable price.” 

Source: Matco Financial

Respective Indexes: iShares S&P/TSX SmallCap Index ETF, iShares Core 

S&P/TSX Capped Composite Index ETF, and Vanguard Total World Stock ETF
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Fading Inflation 
Inflation has become a four-letter word. Investors haven’t 
experienced elevated inflation since the 1980s and are 
concerned about its ramifications. Inflation has also left global 
central bankers stuck between a rock and a hard place. On the 
one hand, they are hyper-focused on combatting inflation by 
increasing interest rates. On the other hand, they would like 
to avoid causing a recession. These two outcomes may not 
be mutually exclusive but causing one without the other is a 
difficult balancing act. Although headline inflation is at 40-
year highs, we see downtrends in the price of semiconductor 
chips, shipping rates and food input costs. These positive signs 
indicate that peak inflation is on the horizon, perhaps sooner 
than some may anticipate. Our base case was for inflation 
to move lower near the end of 2022. The Russian-Ukraine 
invasion has the potential to delay this downtrend. However, 
once the downtrend shows its teeth, this could be the catalyst 
for the stock market recovery investors have been waiting for. 

Stick to the Process 
What should investors do when uncertainty looms, markets 
are volatile, and fears of a recession are present? Here’s what 
Matco commits to do: stick to the process. As dull as this 
sounds, it’s critical for long-term asset management. What 
does “sticking to the process” entail:

• Buy companies that are well capitalized, with stable profit 
growth.

• Buy companies that properly manage their cash flow and 
pay dividends to their investors. 

• Buy companies at a reasonable price. This includes 
avoiding short-term trends or fads, the latest hot topic of 
investments that may be here today but gone tomorrow.  
Build a portfolio that is tailored to your risk profile and 
rebalance accordingly. 

• Focus on data and fundamentals over psychology and 
emotion. Volatility can push and pull on an investor’s 
emotional strings. The reality: if you’re investing in 
fundamentally strong companies, lower prices are an 
opportunity, and higher prices are the threat.

These investment philosophies are built into our process. It 
might not sound exciting, but we’re not in the entertainment 
industry. If Spielberg tried to create a blockbuster based on 
our investment philosophy and process, trust us, it wouldn’t 
break box office records. We’re ok with that. Our commitment 
is to protect and grow capital over the long term. This involves 
managing portfolios through all market cycles. Whether 
economic growth is abundant or recession fears loom, we stick 
to our process. It’s our commitment to our investors.

Source: Drewry composite World Container Index

Falling Shipping Container Price Index
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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. 




