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Market Comment

Markets have been enjoying a post-election sugar high, as many stock indices around the world continue to make new all-
time highs despite slow economic growth in some countries. Investors had a “Back to the Future” moment as President Elect
Trump threatened tariffs on imports from Canada and Mexico, a reminder of the 2016-2020 market where any social
media post from the president could cause market volatility and a glimpse into the future.

The Bank of Canada meets next week where it is basically a coinflip as to whether they will cut 25 bps or 50 bps. The bank
is caught in a bit of a dilemma where further significant interest rate cuts appear to be necessary to help stimulate growth
but would hurt an already very weak Canadian Dollar. As the interest rate differential between the US and Canada
widens, the US becomes an increasingly attractive destination for capital.

Just as inflation appeared to be under control and interest rates on the decline, economic and foreign policy from the
incoming Trump administration threatens the progress that has been made in these areas. If significant tariffs are imposed
and/or tit-for-tat trade disputes begin, it’s likely to raise the cost of many goods as international trade declines.
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Inflation

CPI Year-Over-Year Change (%)
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“Headline" inflation refers to measures that include all components. Measures of “Core” inflation exclude
certain outlier components which have high variability month-to-month or year-to-year.
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CPI inflation is hovering around the low-mid
2% range in Canada and mid 2% to low
3% range in the US.
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Interest Rate Expectations

Expected Central Bank Interest Rate
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rates are expected to fall to about 2.75% in
Canada and 3.5% in the US.
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Data: Overnight Index Swap markets as of December 2, 2024

OCEANFRONT

5 | Source: Bloomberg, OceanFront Investment Counsel Inc.




Government Bond Yields

Government of Canada Bond Yields (%)
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This chart shows the yield spread of US
Corporate High Yield bonds relative to US
Government Bonds. The horizontal blue line
shows the average spread while the red and
green lines show standard deviations above
and below the mean.

The current level, about one standard
deviation below the mean, shows that High
Yield Bonds are relatively expensive, since

the difference in yield to low-risk government
bonds is quite smaill.

Usually signs of trouble emerge in this
market before volatility emerges in stock
markets and there is no sign of that yet.
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Investing at All-Time Highs

History tells us that investing in stocks

All-time highs and market floors Average cumulative S&P 500 total returns when stock markets are at all-time high
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Data from 1950 — November 30, 2024.
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Sector Performance
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What market trends will emerge from the
Trump election victory2 We can look at
sector performance since the election for
clues.

Like 2016, the financial sector saw a big
jump in the days immediately after the
election, but it has been less pronounced in
2024 than in 2016. Markets are likely
expecting the Trump administration to cut
regulations on the financial sector here.

The energy sector was a benefactor each

time, while healthcare has been a laggard
both in 2016 and 2024.
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DISCLAIMER

The particulars contained herein were obtained from sources believed
to be reliable at the time of print, but we cannot guarantee their
accuracy or completeness. Current analysis and interpretation of
such information is subject to change. This report is for general
information only and does not constitute tailored advice offered to an
individual. Individuals should consult with their professional advisors,
including tax professionals, prior to making investment decisions.
Certain statements may contain speculative information that carries
known and unknown risks, uncertainties, and other factors. These
factors can potentially lead to significant differences between the
actual outcomes, performance, or accomplishments of OceanFront
Investment Counsel Inc. or the overall industry outcomes, and any
future outcomes, performance, or accomplishments indicated or
suggested by such forward-looking statements. It is important to
note that these statements may not be suitable for everyone. Past
performance is not indicative of future results.

OceanFront Investment Counsel Inc. is a subsidiary of OceanFront
Wealth Inc. OceanFront Investment Counsel Inc. is registered as a
Portfolio Manager in B.C., Alberta, Manitoba, and Ontario and as an
Investment Fund Manager in B.C. and Alberta. Information contained
herein, relating to OceanFront Investment Counsel Inc. is intended
only for Canadians residing in the provinces where OceanFront
Investment Counsel Inc. is registered.
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