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Weekly Commentary

Market Rebound

Over the past couple of weeks, we’ve seen markets—and particularly the technology sector—rebound 
following a rough stretch earlier in the year. While this reversal could be interpreted as the tide turning, 
it’s crucial to remember that the overall situation hasn’t changed much. Inflation is still a major 
concern. Central banks are raising interest rates, with a 50-basis-point hike still on the table for the 
U.S. Federal Reserve’s next meeting. The Ukraine-Russia conflict hasn’t been resolved, with tougher 
sanctions against Russia and/or a worsening of the situation on the ground both still possible. And 
the longer the crisis persists, the longer it will impact GDP numbers, put pressure on the European 
economy and impact the earnings of companies that typically do business in Russia. In the long term, 
our market outlook remains slightly bullish—but in the short term, we expect continued turbulence.

Bottom line: The market rebound was good news, but the worst is not necessarily behind us. 

Inflation

The Bank of Canada and the U.S. Federal Reserve have both pushed forward with rate hikes, and the 
big question now is if inflation is starting to cool down as a result. The Fed hiked rates by 25 basis 
points, but then just one week later, Fed chairman Jerome Powell made comments indicating that a 
50-basis-point hike continues to be a possibility at the next meeting. To go out of his way to make this 
statement indicates that the Fed wants to pursue an aggressive course of action, and the message 
from the previous week wasn’t hawkish enough. Going forward, we can expect the Fed to keep their 
foot on the gas. Inflation may start to ease, but central banks don’t know how much because of 
external factors like the Russia-Ukraine situation.

When the Fed says that their actions are data-dependent, we can interpret that as them keeping their options open—holding an ace up their sleeve in 
case the geopolitical crisis escalates. There is never a good time to raise interest rates, and some believe the Fed was behind the curve, but now is 
a better time than most. The economy is strong, consumers are in good shape and equity markets have had a great run over the past 2 years. Plus, 
markets are anticipating hikes—in the U.S., seven rate increases are currently being priced in, up from six before at the time of the recent Fed meeting.

Bottom line: To avoid unpleasant surprises, central banks should continue to raise interest rates while markets are expecting it.

Positioning
This week, BlackRock chairman Larry Fink wrote that the Ukraine-Russia situation could accelerate the shift to renewable energy as countries look 
to eliminate their oil and gas dependencies. But how should investors evaluate oil and gas vs. renewables in both the short and long term? Russia is 
a big supplier of oil, so it’s no surprise that the current crisis has caused prices to rise. Other markets can step in to fill the supply gap, but that takes 
time. With oil prices elevated, renewable energy looks attractive from a cost perspective, which wasn’t the case when oil was down at $40 or $50 per 
barrel. The problem now is that demand for energy remains high and there isn’t enough renewable energy to meet that demand. Over time, however, 
our expectation is to see more and more investment in renewable energy, and that will ultimately be a good thing for consumers. However, in the 
short term, we remain bullish on oil.



On the tactical side, our allocations to Energy and Financials have continued to do well. Both are tied to interest rates, and as mentioned above, the 
Russia-Ukraine conflict has driven oil prices higher. The tactical calls have benefitted the BMO ETF Portfolios, and we will continue to access them 
under the current economic conditions.

Bottom line: In the short run, crude oil is still needed to meet the demand for energy, but in the long run, we’ll see a quicker shift to renewables than 
previously anticipated.

As Chief Investment Officer, Sadiq S. Adatia’s views directly influence the BMO ETF Portfolios.

Market Update
• Equity markets extended their rebound this week, despite a wave of hawkish central bank speakers who further reinforced 

that rate hikes are coming in hot.

• The S&P 500 rose 1.8%, led by a 7.4% jump in energy, along with gains in all other sectors but health care.

• The TSX added 0.9%, as a pullback in banks and tech held back the Canadian index.

Asset class views, as of March 2022

Monthly Perspectives
At BMO Global Asset Management, we recognize that asset allocation is the primary driver of long-term portfolio performance. That’s why our  
Multi-Asset Solutions Team (MAST) has developed a simplified “Five Lenses” view to help explain what is driving their asset allocation decisions.

0 1 2 3-3 -2 -1
Very

Bearish
Bearish Slightly

Bearish
Slightly
Bullish

Neutral Bullish Very
Bullish

Asset Mix
• COVID-19 and Omicron are lingering but no longer posing a material 

threat to the economic outlook.
• We expect global growth to cool but to remain above trend in 2022 

while inflation remains elevated.                              
• Excessively pessimistic investor sentiment is signalling a good entry 

point for long-term investors.

Equity
• Canadian equities are positioned to benefit from rising commodity 

prices.
• The Russia/Ukraine crisis will continue to produce market volatility, 

but the direct impact on North America is smaller than International 
markets.

• We downgraded Europe and EM to underweight as the Russia/ Ukraine 
conflict will be an overhang for these regions.
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Fixed Income
• March is widely expected to see the Fed and BoC start normalizing 

interest rates, probably at a fast pace throughout 2022.
• Government bonds and bond duration remain unattractive as central 

banks are about to hike while the growth and inflation outlook remain 
strong.

Style/factor
• Anxiety over Fed hikes and geopolitical tensions favours higher quality 

stocks, whose revenues and earnings are more predictable and less 
sensitive to swings in economic expectations.

• As we move past the worst of the global COVID pandemic, we added a 
bias towards the value factor.
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Implementation
• Bank of Canada may hike interest rates sooner than other central banks which would support the currency, versus heavy commodity-importing 

currencies such as the Euro and Japanese Yen.

Thank you for reading!
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