
 

 

 

 

 

Quarterly Market Review 

U.S. equities rose in the final quarter of 2021 despite a 

weak November, during which fears over rising cases of a 

new COVID-19 variant and the speed of the Federal 

Reserve’s asset tapering weighed on investors. These 

worries were put on hold in December, however, as the 

S&P 500 rallied to finish up 11.0% for Q4.  This gain 

helped the index log a robust 28.7% return for 2021. 

Sector leadership in Q4 was found in Real Estate, 

Information Technology and Materials while 

Communications, Financials, and Energy were the 

laggards. Real Estate was also the second-best 

performing sector for 2021 behind Energy. 

Overall, the economy remains stable with robust 

corporate earnings. U.S. GDP increased by 2.3%, up from 

the 2.1% pace estimated by consensus. This is the 

slowest quarter of growth since the first wave of 

shutdowns led to a historic contraction in economic 

activity in Q2 2020.  The unemployment rate is now at its 

lowest level since February 2020 though the participation 

rate is not yet back to pre-pandemic levels.  The Fed 

signaled a more hawkish tone during the December 

meeting with the likelihood of three rate hikes in 2022 a  

 

higher possibility.  

The more defensive stocks led during the rally as 

suggested by the 500 bps outperformance of the S&P 500 

Low Volatility Index over the S&P 500 High Beta Index. 

Additionally, small-cap and value stocks lagged their 

large-cap and growth counterparts in Q4. 

 

 

 

 

 

 

 

 

The loonie strengthened slightly versus the U.S. dollar 

during the quarter and detracted 34 bps to the S&P 500's 

return when marked to CAD.    

Broad Sector Exposure 
 

Sub Industry Exposure 

Technology Health Care Equipment 

Health Care Health Care Providers 

Financials Semiconductor 

Communications Capital Markets 

Discretionary  

Industrials  

Real Estate  

  

   

   

   

Asset Allocation  

Technology 34.7% 

Health Care 16.0% 

Discretionary 14.8% 

Financials 13.7% 

Industrials 11.0% 

Q4 2021 Dashboard  
 
 

Top 5 Sector Weights 

*As of December 31, 2021 
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Quarterly Review 

 

The fourth quarter of 2021 finished off on a high note 

though not without volatility.  A weak November followed 

by a strong rally to new highs in December created a 

difficult environment for trend followers with an 

intermediate-term horizon.  The momentum factor, as 

measured below, generated a positive spread but was the 

worst performer during the quarter.  High quality names 

were preferred following by those in the value style basket 

(see chart below).  Overall, U.S. equity momentum 

continues to steadily improve. 

 

The Fund generated an 8.9% return in the quarter with 

Technology holdings accounting for half of that gain.  

Discretionary and Health Care were next and combined 

they were responsible for a third of the return.   The 

portfolio continues to hold fewer subsectors relative to its 

target though it remains fully invested in equities. As of 

quarter end there were four subsectors held across 

Technology, Health Care and Financials. 

 

FX losses were minimal during the quarter and amounted 

a to 34 bps loss for the unhedged CAD investor though 

the Fund maintained a partial hedge in Q4. 

The Fund’s rankings remained steady after the quarter 

and continues to track its objective of a 7-9% long-term 

return. 

 

Performance for Series F. Fund inception date is October 1, 2014. The 

Morningstar quartile ranking reflects performance as of 

December 31, 2021 and is subject to change monthly. Morningstar is 

an independent organization that groups mutual funds with generally 

similar investment objectives for comparison purposes and ranks them 

on a historical basis. These rankings are broken into quarters or 

quartiles. Within a group, the top 25% (or quarter) of the funds are in 

the first quartile, the next 25% are in the second quartile, the next group 

in the third quartile, and the bottom 25% of funds with the poorest 

relative performance are in the fourth quartile. For more details on the 

calculation of Morningstar, see www.morningstar.ca 

 
Outlook 

The Fund's momentum breadth reading remained high to 

end the quarter. A full allocation to equities reflects the 

model's firmer outlook.
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Source: J.P. Morgan Quantitative and Derivatives Strategy

Total Return Peformance and Ranking
3 Month 6 Month 1 Year 3 Year 5 Year Inception

Dynamic U.S. Sector 

Focus Class
8.9 9.8 20.1 18.8 12.0 10.9

S&P 500 Total 

Return Index ($CAD)
10.7 13.9 27.6 22.8 17.1 17.1

Morningstar US 

Equity Category
9.0 10.6 23.4 19.5 14.2 13.1

US Equity Category 

Quartile Ranking
3rd 3rd 4th 3rd 3rd

Number of Funds In 

Category
1,493 1,485 1,427 1,198 954

advisor.dynamic.ca 
 
Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please read the prospectus 
before investing. The indicated rates of return are the historical annual compound total returns including changes in unit values and reinvestment of all 
distributions does not take into account sales, redemption or option changes or income taxes payable by any security holder that would have reduced 
returns. Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated. Views expressed regarding a particular 
company, security, industry or market sector are the views of the writer and should not be considered an indication of trading intent of any investment funds 
managed by 1832 Asset Management L.P. These views should not be considered investment advice nor should they be considered a recommendation to 
buy or sell. These views are subject to change at any time based upon markets and other conditions, and we disclaim any responsibility to update such 
views. © Copyright 2022 1832 Asset Management L.P. All rights reserved. Dynamic Funds® is a registered trademark of its owner, used under license, and 
a division of 1832 Asset Management L.P. 
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