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Market Overview 

After a very rocky 2022, a sharp rally in January got the year off to a very promising start. But strong economic data 

and sticky core inflation quickly forced investors to reassess their interest rate expectations, pulling many markets 

lower in February. In March, the collapse of Silicon Valley Bank (SVB)—the second-largest banking failure in U.S. 

history—led to a major sell-off in the U.S. and European financial sectors. SVB’s downfall created a shockwave in the 

banking sector, which negatively impacted the performance of value stocks. Despite the hit to bank shares, the S&P 

500 rose in March, assisted by strong returns from growth stocks buoyed by falling bond yields. 

World Equities ($CAD) 3 month 1 year 3 year 5 year 10 year

NASDAQ 100 TR 20.63 -2.87 18.00 17.09 21.38

MSCI Europe GR 10.61 10.55 13.74 6.01 9.06

MSCI EAFE GR 8.50 7.42 11.62 5.05 8.57

MSCI World GR 7.75 1.27 15.01 9.63 12.62

Nikkei 225 Average TR 7.47 1.91 6.60 3.93 9.92

S&P 500 TR 7.37 -0.02 16.63 12.27 15.51

MSCI ACWI GR 7.32 0.81 13.96 8.51 11.78

MSCI Japan GR 6.26 3.12 5.99 2.64 8.45

MSCI Pacific GR 4.72 2.14 7.96 3.31 7.72

S&P/TSX Composite TR 4.55 -5.17 18.02 8.80 7.86

MSCI EM GR 3.89 -2.81 6.42 0.44 5.35

MSCI China Growth GR 3.67 3.18 -6.71 -3.88 8.38

MSCI Pacific Ex Japan GR 2.05 0.42 12.17 4.52 6.45

Source: Morningstar Research Inc., as of March 31, 2023

In Canadian dollar terms, the S&P 500 rose by 7.37%, the second consecutive positive quarter. Canadian markets did 

not fare as well, ending the quarter up 4.55%. On the International front, the MSCI EAFE Index rose by 8.5%. European 

equities delivered double-digit returns, with the MSCI Europe Index rising by almost 11%. Propelled by the strength of 

tech giants, the Nasdaq 100 stole the show with its highest return in nearly 20 years, finishing the quarter up 20.63%.  
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Investor sentiment was very positive in early Q1 based on the global growth outlook. Energy costs fell, and China’s 

economy reopened after eliminating many of its zero-COVID measures. However, regional banking troubles and 

its potential spillover to the broader economy in mid-March dwarfed worries over re-accelerating inflation. This 

prompted a sharp rally in the government bond markets.

Global Fixed Income Indexes (Local Currency) 3 month 1 year 3 year 5 year 10 year 

FTSE Canada LT Bond 4.72 -7.17 -4.39 -0.20 2.22

FTSE Canada All Government Bond 3.37 -2.40 -2.50 0.63 1.66

FTSE Canada Universe Bond 3.22 -2.01 -1.67 0.89 1.88

Bloomberg Global High Yield TR USD 3.15 -4.53 4.62 1.07 3.17

Bloomberg Gbl Agg Ex USD TR USD 3.06 -10.72 -4.13 -3.17 -0.99

Bloomberg US Agg Bond TR USD 2.96 -4.78 -2.77 0.91 1.36

FTSE Canada All Corp Bond 2.79 -0.97 0.63 1.60 2.48

FTSE Canada ST Bond 1.82 0.70 0.02 1.33 1.45

FTSE Canada Real Return Bond -0.23 -5.73 -0.56 0.94 1.27

Source: Morningstar Research Inc., as of March 31, 2023

While there were some indications that the effects of central bank rate hikes were being felt (especially in the real estate 

markets), the spill-over effects to the broader economy are yet to come.

Central banks continued their interest rate hikes, although some revised their outlook. The U.S. Federal Reserve opted 

for two 25 basis points (bps) hikes, bringing the overnight rate to 5%. Similar story on the home front, where the Bank of 

Canada raised the overnight rate by 25 bps to 4.5% but signaled a pause immediately upon doing so. 

Global bond markets have been very volatile, with one of the effects being a widening of credit spreads. U.S. and 

European investment grade bonds posted positive returns towards the end of March, but high yield was negative, 

weighed down by poor performance from the banking sector.

Multi-Strategy GIF Performance

The Empire Life Multi-Strategy GIFs ended the first quarter with gains, led by the Multi-Strategy Global Growth GIF, 

which delivered a 12.0% return. The fund benefitted from its growth focus in a quarter where growth handily outpaced 

value. According to Morningstar, the MSCI World Growth Index surged 15.0%, while the MSCI World Value Index was 

up a more modest 1.0%. 

The Empire Life Multi-Strategy Global Equity Fund gained 4.9%, putting it near the middle of the peer group. The 

Guardian Fundamental Global Equity Fund and the iShares MSCI USA Quality ETF were the two largest contributors to 

the fund, helped by their quality growth tilts.

Within our portfolio funds, each underlying holding delivered positive returns in the quarter. Our fixed-income 

holdings trailed the FTSE Canada Universe Bond Index because of our higher exposure to short-term and corporate 

bonds. The quarter saw yields fall, which benefitted issues more sensitive to interest rates, such as long-term and 

government bonds. 



Returns for Class K (75/75) 
units at Dec. 31, 2022

Category 3 month 1 year 2 year 3 year Inception
Inception 

Date

Empire Life Multi-Strategy Canadian 
Equity GIF

Canadian equity 4.1 -4.5 4.0 13.1 5.6 23-Oct-19

Quartile rank 1 2 3 4 -

# of funds in the category 605 604 602 595 -

Empire Life Multi-Strategy US 
Equity GIF

US equity 2.7 -4.0 1.2 8.7 5.4 23-Oct-19

Quartile rank 4 3 4 4 -

# of funds in the category 755 752 726 716 -

Empire Life Multi-Strategy Global 
Equity GIF

Global equity 4.9 -0.8 0.8 7.2 3.6 23-Oct-19

Quartile rank 3 2 3 4 -

# of funds in the category 1034 997 958 881 -

Empire Life Multi-Strategy Global 
Conservative Portfolio GIF

Global fixed 
income balanced

2.8 -2.3 -2.5 1.3 -0.5 23-Oct-19

Quartile rank 3 1 3 4 -

# of funds in the category 346 331 327 293 -

Empire Life Multi-Strategy Global 
Balanced Portfolio GIF

Global neutral 
balanced

3.5 -2.1 -1.7 2.5 0.3 23-Oct-19

Quartile rank 3 1 4 4 -

# of funds in the category 867 818 793 725 -

Empire Life Multi-Strategy Global 
Moderate Growth Portfolio GIF

Global equity 
balanced

4.1 -1.7 -0.6 4.6 1.8 23-Oct-19

Quartile rank 3 2 3 4 -

# of funds in the category 960 941 904 861 -

Empire Life Multi-Strategy Global 
Growth GIF

Global equity 12.0 -4.6 -1.8 - -2.0 18-Jan-21

Quartile rank 1 4 4 - -

# of funds in the category 1034 997 958 - -

Empire Life Multi-Strategy Global 
Growth Balanced Portfolio GIF

Global neutral 
balanced

7.0 -4.2 -2.6 - -3.0 18-Jan-21

Quartile rank 1 3 4 - -

# of funds in the category 867 818 793 - -

Source: Morningstar Research Inc., as of March 31, 2023 

Outlook and Positioning

The geopolitical backdrop remains challenging. There appears to be no end in sight to the war in Ukraine, and 

tensions between the U.S. and China have been on the rise. China’s economy is likely to continue to rebound, 

supported by its COVID reopening. However, downside risks in developed economies are expected as the tug-of-war 

between stubbornly high inflation and slowing economies continues to intensify. There are signs that the aggressive 

central bank hiking cycles are beginning to bite, and the full spill-over effect to the broader economy is coming. Many 

are expecting a slowdown in economic activity during Q2, which could lead to a possible recession in the second half 

of the year. 



The recent events in the banking sector have the potential to lead to a further tightening of bank lending standards, 

slowing the amount of available credit in the economy. Should this occur, central banks may not need to do much 

more to bring about the desired reduction in inflation. 

We are maintaining a slight defensive positioning and are closely monitoring the situation and adjusting the portfolios 

as necessary. Given the higher probability of a slowing economy, we have a meaningful allocation to strategies that 

invest in quality stocks which have a history of stable and growing return on equity. The rationale is that when things 

slow, investors are more willing to pay up for companies that can deliver earnings and cash flows. We also maintain 

some exposure to the more defensive low-volatility stocks, which typically perform better in down markets. 

Within our portfolio funds, we maintain our asset mix roughly in line with our longer-term strategic targets. Bonds are 

now offering a much higher yield for investors, which makes them much more attractive than they were this time last 

year. Specifically, in our fixed-income holdings, we continue to overweight our exposure to core Canadian bonds. 

Historically in rocky markets, bonds have generally held their value quite well, and with central banks likely to pause 

their hikes, they are even more likely to be an excellent ballast in the portfolios. We still have exposure to actively 

managed global bonds and high yield, but those allocations are below our strategic target weights. As the economy 

shows signs of strength, we expect to increase our holdings in these areas of the bond market. 

Looking ahead, there is much uncertainty on the horizon which can lead to a wider range of potential outcomes for 

investors. In this type of environment, it is often better to have a very well-diversified portfolio with exposure to a mix 

of asset classes, geographies, and investment styles. This diversification can be helpful in more volatile and uncertain 

periods, as each will perform differently at various points in the economic and market cycle. By design, the Empire Life 

Multi-Strategy GIFs are very well diversified to help build up the resiliency of the portfolio, allowing them to deliver in a 

wide range of market environments.

For more information on products visit empire.ca.
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This document includes forward-looking information that is based on the opinions and views of Empire Life Investments Inc. as of the date stated and 
is subject to change without notice. This information should not be considered a recommendation to buy or sell nor should they be relied upon as 
investment, tax or legal advice. Information contained in this report has been obtained from third party sources believed to be reliable, but accuracy 
cannot be guaranteed. Empire Life Investments Inc. and its affiliates do not warrant or make any representations regarding the use or the results of the 
information contained herein in terms of its correctness, accuracy, timeliness, reliability, or otherwise, and do not accept any responsibility for any loss or 
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Past performance is no guarantee of future performance. 

Empire Life Investments Inc., a wholly owned-subsidiary of The Empire Life Insurance Company, is the Portfolio Manager of Empire Life Segregated Funds. 
Any amount that is allocated to a Segregated Fund is invested at the risk of the contract owner and may increase or decrease in value. A description 
of the key features of the individual variable insurance contract is contained in the Information Folder for the product being considered. Segregated Fund 
policies are issued by The Empire Life Insurance Company.
© 2023 Morningstar Research Inc. All rights reserved. The information contained herein: (1) is proprietary to Morningstar and/or its content providers; 
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