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2022 started with a difficult and volatile period for financial markets globally. The long rally in equities, since the COVID-19 recession, 
came under stress with central banks turning more hawkish towards inflation. This was compounded by the uncertainties caused by the 
war in Ukraine. Supply uncertainty unleashed by the war in Ukraine added to existing inflationary pressures, sending commodity prices 
higher for crops, oil and gas, and metals. With inflation reaching multi-decade highs, the U.S. Federal Reserve and the Bank of Canada 
raised interest rates while also indicating the likelihood for more hikes this year.

After closing 2021 near all-time highs, most global equity markets saw declines in the first quarter with the notable exception of Canada, 
which posted a positive return. The Canadian equity market responded to the surge in commodity prices and drove returns in the Energy 
and Materials sectors. Conversely, US markets posted their first negative quarter since the onset of the pandemic in 2020, with the 
technology-heavy Nasdaq faring notably worse than other equity indices. International developed markets were generally weaker than 
those in the US, primarily a result of the proximity to the conflict in Ukraine along with rising energy prices. Emerging markets on 
aggregate were weakest, as continuing weakness in Chinese equities along with spillover effects from Russian markets dampened
sentiment.  

Bond markets posted their worst performance in decades as interest rates rose sharply in the quarter.  Short-term interest rates on 
federal government bonds shot up almost 1.3%, while the interest rate on 30-year Government of Canada bonds rose 0.7%. Provincial 
and corporate bonds continued to underperform federal government bonds as economic uncertainty increased. Central banks began
their campaign to normalize interest rates at higher levels with the Bank of Canada raising the overnight rate by 0.25% to 0.50% in early 
March. As inflation has risen to 5.7%, there is still a wide spread between the policy rate and inflation.  

A lot of change has catalyzed the world in a short period of time. The economic, monetary and geopolitical environment justifies the high 
volatility since the beginning of the year and could continue for a while longer.  Today’s environment continues to be unpredictable and 
fluid.  

As we move forward, the range of possible scenarios is wide as markets navigate an environment of rising interest rates while also trying 
to understand the ramifications of the war in Ukraine. In the middle of a storm, we believe what's most important is being disciplined in 
adhering to the variables that we can control, such as risk management, active management and asset allocation. Given the wide range of 
possible scenarios, we remain balanced in our approach in an effort to build resilience over the long-term and not being overly exposed 
to any one outcome.
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We have prepared this commentary to give you our thoughts on various investment alternatives and considerations which may be relevant to your portfolio. This 
commentary reflects our opinions alone, and may not reflect the views of National Bank Financial Group. In expressing these opinions, we bring our best judgment and 
professional experience from the perspective of someone who surveys a broad range of investments. Therefore, this report should be viewed as a reflection of our informed 
opinions rather than analyses produced by the Research Department of National Bank Financial. The particulars contained herein were obtained from sources we believe to 
be reliable, but are not guaranteed by us and may be incomplete. National Bank Financial - Wealth Management (NBFWM) is a division of National Bank Financial Inc. (NBF 
Inc.), as well as a trademark owned by National Bank of Canada (NBC) that is used under license by NBF Inc. NBF Inc. is a member of the Investment Industry Regulatory 
Organization of Canada (IIROC) and the Canadian Investor Protection Fund (CIPF), and is a wholly-owned subsidiary of NBC, a public company listed on the Toronto Stock 
Exchange (TSX: NA)
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