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Market Overview
The first quarter saw positive market performance, 
continuing the trend we’ve seen since October. While 
elevated inflation continues to be a concern, in Q1 it 
continued to ease from the highs of last summer, following 
tighter monetary policy. It now seems likely that we may see 
a slowing in pace of rate hikes, or perhaps even a pause later 
this year.

 Stocks and bonds performed well in the first quarter, rising at 
the beginning and end of the period with a notable dip in 

early March. The dip was largely due to upheaval in the 
financial sector as two U.S. regional banks faced the 
possibility of insolvency before government intervention 
provided reassurance to depositors as well as an added credit 
facility. Commodities continued to be volatile. Natural gas 
continued to decline, down 43.6% in Q1, and WTI crude oil 
was down 5.9%. Industrial metals and precious metals both 
had steady gains. In Canada, the S&P/TSX Composite Index 
climbed by a solid 4.6% in Q1. From a sector perspective, 
Information Technology, Materials, and Consumer Staples 
experienced the strongest growth, with gains of 26.5%, 8.1%, 
and 7.9%, respectively. 

The weakest sectors were Energy, down 2.3%, Health Care, 
up 0.9%, and Financials, up 1.7%. U.S. stocks also had 
impressive performance, up 7.4% in Canadian dollar terms. 
The Information Technology, Communication Services, and 
Consumer Discretionary sectors were the strongest 
performers, while Financials, Energy, and Health Care were 
the weakest sectors in the quarter. In global stocks, the MSCI 
World Index (C$) was up, gaining 7.8%. Emerging markets 
also displayed solid performance, with the MSCI Emerging 
Markets Index (C$) up 3.9%. Growth stocks had an 
impressive quarter with a 15.0% return, significantly 
outperforming value stocks which were up 1.0% in 1Q23.

 Bonds had positive returns in Q1, up for the third quarter in a 
row with gains of 3.2%. With high inflation moderating, 

investors are now expecting central banks to pause their 
series of interest rate hikes, with the most optimistic even 
hoping for rate cuts later this year. This shift of expectations 
has driven bond yields lower. In the U.S., bonds gained 3.0% 
in U.S. dollars.

Index and Currency Returns (%) Period Ended March 31, 2023
Three Months Six Months One Year Three Years Five Years

Equities

S&P/TSX Composite Index 4.6 10.8 -5.2 18.0 8.8

S&P/TSX Equity Income Index 3.3 8.2 -6.8 21.8 9.5

S&P/TSX Small Cap Index 4.5 13.3 -12.6 27.6 5.7

S&P 500 Index (C$) 7.4 13.9 0.0 16.6 12.3

MSCI EAFE Index (C$) 8.3 25.4 6.9 11.1 4.5

MSCI World Index (C$) 7.6 16.5 0.7 14.5 9.1

MSCI World Value Index (C$) 0.8 14.0 2.9 14.0 6.0

MSCI World Growth Index (C$) 15.0 18.7 -2.3 14.0 11.4

Fixed
Income

FTSE Canada Universe Bond Index 3.2 3.3 -2.0 -1.7 0.9

FTSE Canada All Corp Bond 2.8 3.8 -1.0 0.6 1.6

Bloomberg Barclays Global High 
Yield Index (C$)

3.0 9.7 3.4 2.9 2.1

Currency
Canadian dollar vs US dollar 0.3 2.3 -7.5 1.3 -0.9

Canadian dollar vs Euro -1.0 -7.5 -5.6 1.9 1.6

Source: Morningstar, as at March 31, 2023
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Fixed Income Update
Bond market performance started off solid in January, slowed 
in February, and saw modest gains in March. Recent U.S. bank 
turmoil briefly diverted investor attention and caused market 
fluctuations. Concern over financial stability has decreased 
and market expectations have adjusted. The fixed income 
segment and all mandates within it performed in line against 
the FTSE Canada Universe Bond index over the first quarter. 
At the underlying strategy level, the Canadian component led 
followed closely by global fixed income, and both 
components positively contributed to absolute performance 
overall. Additionally, the fixed income segment and all 
mandates did outperform over the longer six month period.

Equity Update
The equity portion of the portfolio saw a promising first 
quarter with strong performance in January, a mild dip in 
February followed by a rebound in March. At quarter-end all 
equity segments contributed to positive absolute returns. In 
the Canadian equity segment, performance was led by 
Jarislowsky Fraser’s Core Strategy and 1832 AM’s Canadian 
Growth Strategy, and this was driven by holdings in 
Information Technology. All underlying mandates in the 
segment contributed to absolute performance.

 In the U.S. equity segment, 1832 AM’s U.S Growth showed 
positive absolute performance but underperformed the S&P 
500 index. International equity shined the brightest as Walter 
Scott’s Quality Growth Strategy outperformed its respective 
benchmark and was the highest performing strategy across 
the program. Within the global equity segment, performance 
was positive in absolute terms, and Baillie Gifford’s Global 
Alpha performed in line against the MSCI World index.
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Sub-advised Strategy Update
(Six institutional managers quarterly)

Payden & Rygel Investment Management
Diversified (Global Fixed Income)

The strategy outperformed its benchmark the first quarter of 
2023. Securitized performance was broadly positive, and 
Collateralized Loan Obligations (CLO) and Asset-Backed 
Securities (ABS) were the largest contributors during the 
quarter. High Yield also contributed as spreads fell through 
quarter-end. Both sovereigns and corporates Emerging 
Markets Debt contributed positively to returns for the 
quarter. Within investment grade corporates, we adjusted 
areas modestly that could have been vulnerable to the 
failures of Silicon Valley Bank, Signature Bank, and Credit 
Suisse. Our focus remains on a reduction to overall credit risk 
as valuations in public markets remain elevated and do not 
reflect a recession. We have increased duration to help 
reduce the risks associated with credit spread widening and 
related volatility.

Baillie Gifford Overseas
Global Alpha (Global Equities)

The strategy performed in line with the benchmark in the 
first quarter, driven by stock selection. Among the top 
individual contributors were large active positions in CRH, 
the world’s largest building materials business, and Ryanair – 
Europe’s leading low-cost airline. These were offset by 
holdings in financials and healthcare and not holding Apple 
and Nvidia. The strategy benefitted from meaningful 
rebounds in the share price of holdings in internet and e-
commerce businesses. A recent investment in Signature Bank 
and healthcare holdings, including Elevance Health, Alnylam, 
Moderna and Royalty Pharma, detracted. Holdings were 
reduced in Elevance, AJ Gallagher and Alphabet. We initiated 
positions in U.S. housing-related cyclicals (Pool Corp and 
Floor & Décor) and an American drainage specialist, 
Advanced Drainage Systems. New portfolio holdings were 
added, including Royalty Pharma, Eaton and Analog Devices.

1832 Asset Management L.P.
Core (Canadian Fixed Income)

The strategy was in positive territory and performed in line with 
the FTSE Canada Universe Index for the first quarter. 
Performance was driven primarily by short- duration, long 
credit, with a small yield curve flattener. Additionally, having 
U.S. exposure was beneficial for the strategy as U.S. yields 
outperformed Canadian yields. The same performance drivers 
that contributed (above) were detractors in March as market 
turmoil saw spreads widen and yields fall. From a portfolio 
positioning perspective, duration was moved to a neutral 
position relative to the benchmark during March as we waited 
for the dust to settle from the banking crisis. A small exposure 
to the U.S. was added to the portfolio, and all exposures are 
fully hedged.

Montrusco Bolton Investments Inc
Small Cap (Canadian Equities)

The strategy ended the first quarter in positive territory and 
outperformed the S&P/TSX Small Cap benchmark, driven by 
stock selection and an underweight position in the energy 
sector. Top individual contributors to performance included TFI 
International, Granite Industrial REIT and Kinaxis. The 
performance detractors came from an underweight position in 
Materials, and individual stocks such as Trisura Group, Cogeco 
Communications, and Definity Financial. We initiated positions 
in Computer Modelling Group, Lumine Group, and Lithium 
Royalty Corp. A holding in Magnet Forensics was exited, and 
positions in Calian Group and Interrent REIT were reduced.
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1832 Asset Management L.P.
Growth (U.S. Equities)

During the first quarter, the strategy outperformed its 
benchmark, driven by an overweight allocation to the 
Information Technology sector and an underweight allocation 
to the Energy sector. Positive contributions also came from 
individual security selections in sectors including 
Communication Services, Materials, and Health Care. The 
portfolio positioning remained consistent with the prior 
quarter.

Fiduciary Management, Inc.
Value (U.S. Equities)

The strategy underperformed the S&P 500 benchmark for Q1 
2023, driven by sector holdings in Health Technology, 
Consumer Services, and Consumer Non- Durables. Individual 
holdings that made positive contributions included Booking 
Holdings Inc., Sony Group Corp., and Alphabet Inc. Cl A. 
Detractors in the quarter included holdings in Retail Trade, an 
underweight position in Electronic Technology, and an 
overweight position in Finance. Individual detractors included 
Charles Schwab Corp., Dollar General Corp., and 
Schlumberger Ltd. Incremental adjustments to existing 
positioning were driven by relative valuations. We added to 
nine existing positions and trimmed three existing positions 
within the portfolio. JPMorgan Chase & Co was sold during 
the quarter, with the proceeds used to establish positions in 
Charles Schwab and other non-financial exposures.
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