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Global GDP 2021
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Asset Class Returns
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The “Asset Allocation” portfolio assumes the following weights: 25% S&P500, 10% Russell 2000, 15% MSCI
EAFE, 5% MSCI EM, 25% Bloomberg US Bond Agg, 5% High Yield, 5% Cash, 5% Commodity, 5% REIT.
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Inflation in both the US and Canada, has surged year over year. The last time inflation was this high in
the US was in 1982. Back then, the interest rate on a US 10-year Treasury Bond was nearly 15%. At the
end of 2021, it was 1.5%.
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Inflation Expectations
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Sub Zero Rates
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Rates Expected to Rise

Implied Overnight Rate & Number of Hikes/Cuts Maximize
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US Valuation Measures
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S&P500: Index Concentration, Valuations &
Earnings

The 10 largest companies
comprise a higher weight in
the index than any other
time in the last 25 years...

...but profit contribution is
starting to accelerate
elsewhere in the market.

The top 10 companies in the S&P500 index have considerably higher valuation multiples than the rest of
the companies in the index. This, coupled with how big these companies are in the index, is skewing the
index’s overall valuation. If profit contribution continues to accelerate elsewhere in the index, this valuation
gap may be challenged as the smaller companies become more attractive to investors.
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Expensive, Profitless ana
Hot
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International: Price-to-earnings discount vs. U.S. International: Difference in dividend yields vs. U.S.
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Valuations and
dividend yields
outside the US
appear to offer better
value.



Cycles of US Equity

O

utperformance

MSCI EAFE and MSCI USA relative performance
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Bargains At Home Too!
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TSX Best In A Decade

ont Investment Counse | IncC.



Investor Sentiment and Timing
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Peaks in investor sentiment are often associated with lower returns in the subsequent 52-week period. The

opposite is true, with strong returns following a low in sentiment. The last major peak in investor sentiment was in

April 2021, as expectations around Covid-19 vaccine effectiveness and reopening were strong. More recently,

sentiment has weakened, likely due to the emergence of Omicron. This level of lower investor sentiment is close

to registering as a contrarian buy signal.
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DISCLAIMER

Any opinion expressed herein is based solely upon the author’s current
analysis, and interpretation of such information is subject to change. It
does not necessarily represent the opinions of OceanFront Investment
Counsel Inc. The particulars contained herein were obtained from
sources believed to be reliable, but we cannot guarantee their accuracy
or completeness. Individuals should consult with their professional
advisors, including tax advisors, prior to making investment decisions.
This report is for your general information only and does not constitute
tailored advice offered to an individual. Certain statements may contain
speculative information, which involves known and unknown risk,
uncertainties, and other factors which may cause the actual results,
performance, or any achievements of OceanFront Investment Counsel
Inc., or industry results, to be materially different from any future results,
performance, or achievements expressed or implied by such forward-
looking statements, and are not suitable for everyone. Past performance
is not indicative of future results. This information has been prepared by
Scott Keast and Shane McMahon of OceanFront Investment Counsel
Inc.
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