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Quarterly Summary and How We’re Positioning for Q1

Boy did Q4 2021 feel a lot like Q3 2021! Concerns about a new, highly contagious Delta variant in
Q3 were subbed out for concerns about a new, even more contagious Omicron variant. Haggling
over the US Build Back Better legislation continued, with no solution, and for virtually the same
reasons that prevented its passage in Q3 (moderate Democrats blocking progressive policies). Price
inflation of nearly everything continued to push higher. Chinese economic growth continued to fade
as its property sector remains on the ropes.

Thankfully there were some mandatory differences in Q4 thanks to there being no holiday season in
Q3, but with COVID cases spiking to all-time highs and strict government recommendations and
requirements for gatherings, it sure did feel a heck of a lot like last year. Hopefully, you got through
it all with more poise than Bill Murray during his run-in with a time loop, and if you didn’t that’s
okay too!

Of all of the concerns, inflation seems to have grabbed the world’s attention. Annualized inflation
hit 4.8% in Canada in December, a thirty year high, while it hit an eye-melting 7% in the US in
December, nearly a forty year high. Unless you haven’t purchased anything in the past few months,
this should come as no surprise. While inflation is tough for any household or business to deal with,
inflation can be especially trying for lower-to-middle income households that were already
struggling to make ends meet. This is especially true when prices of products like food and shelter
are rising faster than most other products. This concern is so pervasive that in the UK, policymakers
are creating a new price index to track prices related to lower income households in an attempt to
understand and rectify troubles these households uniquely face, as well as prevent the greater
economic damage caused due to that hardship.

If you are feeling charitable, we are confident that donations to your local food bank would go a
long way these days.

In response to this high inflation, and with employment levels closer to pre-pandemic levels,
investors now expect central banks to raise interest rates several times in 2022. The odds of higher
interest rates in 2022 triggered a selloff in the most speculative corners of the equity markets,
specifically “meme” stocks GameStop (GME) and AMC Entertainment (AMC) as well as other
stocks affected by meme stock sentiment like DocuSign (DOCU), Zoom (ZM), BlackBerry (BB)
and many others. Subsequent to the end of Q4, it appears this negative sentiment toward growth
stocks has expanded to include larger growth names. How far the negative sentiment travels will be
a matter of debate throughout Q1 2022.

As for the other investor concerns in Q4, progress and ultimate economic impact remains unclear.

Chinese economic growth is likely to be lower going forward than in the 2000s or 2010s, simply
due to slowing or possibly soon to be negative population growth. As a result, China’s seemingly
overbuilt property sector will likely be under stress for quite some time though the government’s
involvement will help tamper concerns related to the Chinese property sector and economy.
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https://www.youtube.com/watch?v=KPjDfN9E74o
https://www.thestar.com/business/2022/01/19/statistics-canada-set-to-release-inflation-reading-for-december.html
https://www.cnbc.com/2022/01/12/cpi-december-2021-.html
https://www.cnbc.com/2022/01/12/cpi-december-2021-.html
https://fortune.com/2022/01/27/uk-inflation-figure-income-groups-anti-poverty-jack-monroe-terry-pratchett-vimes/
https://www.thefoodbank.ca/

The COVID Omicron variant has been hailed as a potentially positive development due to its low
associated hospitalization rates and its high rate of transmissibility which helps build our society’s
natural immunity against the virus. How the virus continues to evolve is anyone’s guess and we
may continue to see government lockdowns and restrictions which impact global economic growth
but a less deadly variant is an encouraging surprise for the long-term economic outlook as well as
our personal day-to-day wellbeing.

The US stimulus bill remains in limbo as moderate Democratic members of congress continue to
reject the party’s more progressive policies. The last iterations put forth in Q4 removed many of the
more radical policies and yet passage of the bill was still unsuccessful. It is now unclear whether a
stimulus bill will be passed before the US mid-term election in November 2022, and depending on
how that election goes, a stimulus bill may not be enacted anytime soon. With global economic
growth starting to wane, the lack of a US stimulus bill may push global economic growth to pre-
pandemic levels fairly soon and investors may become concerned about the lack of fiscal support.

Equities performed well in Q4, with the S&P 500 and TSX composite index finishing up 11.0% and
6.5%, respectively, perhaps as investors became numb to the concerns that initially arose in Q3 and
with no new major shocks.

How To Position Portfolios Going Forward?

Our investment philosophy remains unchanged with our core tenets being diversification and value.
We build portfolios to participate in strong markets but also weather tumultuous times, like the
times we are seeing now in early 2022. Our philosophy allowed us to participate in market upside in
Q4, largely avoid the Q4 selloff in the more speculative areas of the market, and subsequent to year-
end, avoid much of the broader selloff in equity markets so far in 2022.

The specter of higher interest rates and a selloff in many growth stocks, pushed investors into low
volatility, blue chip stocks in Q4. Some names that we hold that outperformed in Q4 were Cisco
Systems (CSCO), Constellation Brands (STZ) and Pfizer (PFE). Pfizer continues to benefit from the
longevity of the pandemic as it is now the clear COVID vaccine winner and the front-runner for
most promising COVID treatment. Two stocks we hold that struggled in Q4 were Saputo (SAP) and
Intel (INTC), both of which struggled from supply chain bottlenecks and cost inflation. Walt Disney
(DIS) also came under pressure in Q4 as it indirectly got caught up in the meme stock selloff due to
its association with Netflix, the key competitor for its Disney+ streaming service.

We continue to focus on owning an equity portfolio consisting primarily of high quality businesses
whose valuation is much less extreme than average. That said, the growth stock selloff has made
some of the more established growth names appealing. We will look to add some growth to
portfolios when the valuations become compelling relative to long-term growth expectations.

As always, we are working constantly to position your portfolio appropriately to maximize return,
while managing your overall portfolio risk exposure. Please feel free to reach out if you have any
questions or concerns.
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Sincerely,

S
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Steele Wealth Management

The information contained in this report was obtained from sources believed to be reliable, however, we cannot present that
it is accurate or complete. Information has been sourced from the RJI. Bond Desk or RJ Private Client Solutions, unless
otherwise noted. Index and sector returns represented in this commentary are measured using the S&P/TSX Total Return
Index and S&P/TSX GICS Sector Indices as detailed in Raymond James Ltd.’s Insights & Strategies: Quarterly Edition. This
report is provided as a general source of information and should not be considered personal investment advice or solicitation
to buy or sell securitics. The views expressed are those of the author and not necessarily those of Raymond James Ltd.
(Member Canadian Investor Protection Fund).

This Quarterly Market Comment has been prepared by Steele Wealth Management and expresses the opinions of the author
and not necessarily those of Raymond James Ltd. (RJL). Statistics and factual data and other information are from sources
RJL believes to be reliable but their accuracy cannot be guaranteed. The performance outlined in the report is net of fees.
The client account performance may vary from the model portfolio due to several factors, including the timing of
contributions and dates invested in model. The performance reported is that of the account that represents the model, not a
composite. Performance calculation for the models may be different than the index used as a reference point. It is for
information purposes only and is not to be construed as an offer or solicitation for the sale or purchase of sccurities. This
Quarterly Market Comment is intended for distribution only in those jurisdictions where RJ1. and the author are registered.
Securities-related products and services are offered through Raymond James Ltd.

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments.
Please read the prospectus before investing. Mutual funds are not guaranteed, their values change frequently and past
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performance may not be repeated.
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