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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
The fixed income segment of the program was positive for 
the quarter and outperformed the FTSE Canadian Universe 
Bond Index. Dynamic Total Return Bond Fund, a core bond 
holding, was a key contributor to absolute and relative 
performance, driven by exposure to the short end of the yield 
curve, which outperformed in the quarter. Additionally, this 
holding took advantage of volatility during the quarter by 
adding duration during the disruption experienced in the 
financial sector. The fund had no exposure to U.S. regional 
banks during the period. Dynamic High Yield Bond Fund and 
1832 AM Global Credit Pool were also key contributors on an 
absolute and relative basis. The Dynamic Canadian Bond Fund 
finished with the lowest performance, although positive, 
compared to the benchmark and was a detractor on a relative 
basis.

Equity Update
The Canadian equity segment ended the quarter in positive 
territory, with all portfolios contributing to absolute 
performance. Dynamic Power Canadian Growth Fund 
contributed the most on an absolute basis, driven by an 
overweight to Information Technology and zero-weighting in 
the Energy sector for the quarter. Dynamic Equity Income 
Fund and Dynamic Small Business Fund were the two largest 
detractors to performance on a relative basis.

 The U.S. equity segment had weak performance, primarily 
driven by Mawer US Equity Fund. Within the global equity 
segment results were mixed, all underlying holdings had 
positive absolute performance except for Dynamic Global 
Dividend Fund for the quarter. Dynamic Global Equity Fund 
contributed the most followed by RBC Emerging Markets 
Equity Fund. Dynamic Global Dividend Fund contributed the 
least to absolute performance.
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