
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 June Asset Allocation update.

After an eventful first half of the year, returns across 
asset classes remain tinged with red, with a few 
exceptions (chart below).

Incidentally, June turned out to be quite volatile for U.S. 
stocks, as a brief rebound early in the month was 
succeeded by a swift drop into bear market territory 
– the first since March 2020 and only the sixth since 1980 
(chart below).

Triggering this downturn was the announcement of 
inflation figures well above expectations in the United 
States. Not only did the annual growth rate of the 
Consumer Price Index (CPI) accelerated to 8.6% in May 
but, more worryingly, the monthly pace of the median 
CPI calculated by the Cleveland Fed – probably one of 
the best indicators of underlying inflationary pressures 
– reached a new record high.

All else equal, this means that U.S. monetary policy is 
likely to fall into restrictive territory as early as the start 
of 2023, which, over the past five decades, has always 
ultimately resulted in a recession.

Reflecting upon these developments, the bond market 
has started to signal a growing likelihood of recession 
via an increased number of inversions within the yield 
curve. While this measure has not yet crossed its more 
probing threshold, there is little doubt that it will soon 
do so if the Fed does not lower its rate-hike intentions 
by the end of the year.

What’s a Mid-Year Check In  
Got To Do With It?
On July 15th we sent out a mid-year check in newsletter. 
As we enjoy these summer months and things start to 
slow down a little, we want to make sure that all items 
are checked off your list. The continued market volatility 
may be weighing on your mind, and we don’t want this 
to affect your summer plans. Whether you check your 
online access frequently or not, we encourage all 
clients to make sure that they have this set up. After a 
down day in the markets, it can be reassuring to know 
where your portfolio stands and to see the automatic 
changes we are making to the discretionary models. 
Please let us know what is on your list to discuss. We 
are also pre-booking portfolio reviews for the fall, so 
please reach out to schedule a time to meet either in 
person or virtually!
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1 Market Sentiment Definition (investopedia.com)

https://www.investopedia.com/terms/m/marketsentiment.asp#:~:text=Market%20sentiment%20refers%20to%20the,securities%20traded%20in%20that%20market.


On the theme of checking in, we also want to provide 
an update from our June monthly update. Our topic 
was Bear Markets as the fear of a recession became 
more prevalent following the 75 basis point US fed 
interest rate increase. This was one of the causes for 
the sharp decline in the markets last month. Since then, 
we have seen some recovery, especially at the time of 
writing this update during the last couple weeks of July. 
The Bank of Canada increased interest rates 100 basis 
points mid-July, but we didn’t see the same reaction 
in the Canadian market as we did in the US in June. 
While inflation remains at multiple decade highs, we 
can expect the aggressive approach of increasing 
rates by central banks to continue. We are hopeful that 
some of the recent market recovery will hold, but it will 
largely depend on the upcoming earnings season. 
With the latest economic developments in the US, we 
are expecting that a lot of companies will have 
earnings forecasts revised downward. During these 
times, diversification of your portfolio is of high 
importance. Our CDN quant has 16 companies and our 
USD has 17, providing the protection needed during 
these volatile times.

Conservative Income Investment Goal Allocation

Opportunity Cash
5% +

Fixed Income
55% to 70%

CDN Equity
8% to 14%

US Equity
8% to 14%

Int’l Equity
5% to 7%

Alternative Equity
5%

Your Investment Policy
CONSERVATIVE INCOME ~ On the whole, you want fixed 
income investments. You want to preserve your capital 
or create a source of periodic income to finance ongoing 
expenses. You are not against the idea of investing a small 
part of your portfolio in equities, mainly to counteract 
the effects of inflation. If you feel that your risk tolerance 
has shifted please let us know!
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