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Happy new year! Despite a long list of potential headwinds facing the economy and
corporate profitability, equity markets began 2023 with a rally. Inflation, interest rates,
and recession risks are still very much at the front and center of the market narrative.
Nevertheless, there have been some developments over the past month that are worth
discussing as they have potential implications for investors in the year ahead.

Overseas, Europe has had a relatively mild start to the winter and it has resulted in
reduced demand for heating. Consequently, natural gas prices in the region have fallen
significantly, and now sit at levels last seen before Russia invaded Ukraine. That has
lowered the odds, for now, of a rather extreme scenario in which Europe would consider
the rationing of energy usage, something that investors were quite concerned about just
a few months ago. Should trends continue over the months to come, the lower energy
prices could provide some disinflationary tailwinds in the region.

Meanwhile, in China, there has been a stark reversal of the country’s “zero-Covid” policy,
with a complete abandonment of the measures the country had been taking for the past
few years. Rather than enforcing strict lockdowns, the country is now in the process of
reopening despite the reported increase in infections and strain on its healthcare
system. This may result in some temporary disruption from worker absenteeism and
supply chain challenges, similar to what was witnessed in North America upon its
reopening. Nevertheless, it should prove temporary, and markets are understandably
more focused on the prospects for a recovery in Chinese economic growth that could be
on the horizon in the not too distant future.

Closer to home, Canada’s economy added 104,000 jobs in December, more than
expected, and its unemployment rate fell to 5.0%. Meanwhile, in the U.S., the
employment report showed 223,000 jobs were added in the month, also higher than
expected, with the unemployment rate falling to 3.5%. Despite some pockets of
weakness and an overall slowing in employment trends relative to a year ago, the rate of
job creation remains relatively healthy and normal. Offsetting this positive news was the
weakness seen in some leading economic indicators that tend to foreshadow future
economic activity. More specifically, readings for the manufacturing and services sides of
the U.S. economy declined in December, with the latter being a particular surprise as it
had been holding up well through most of the fall. In recent days, the U.S. inflation
reading for December was released and suggested an ongoing moderation in pricing
pressures. Overall, the data suggests the Canadian and American economies are losing
momentum but also demonstrating resilience in the face of tightening financial
conditions.

We view recent developments as being incrementally positive as there are some new
potential tailwinds relating to global growth and inflation that could provide a lift to
investor sentiment, which remains relatively subdued. Nevertheless, the overall outlook
for the year ahead hasn’t materially changed. Simply put, tighter financial conditions
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should eventually weigh on global activity. It may simply take time for this to come to
fruition. We expect to pivot our focus to what companies are having to say about the
operating environment given the fourth quarter earnings season has now begun.

Estate solutions through RBC Royal Trust

Choosing an executor/liquidator or acting as one? Our partners at RBC Royal Trust can
guide you through the process and help ease the burden of estate settlement. Contact us
to find out more about the right estate solutions for you.

RBC Royal Trust podcast is now available. Listen in on ‘Matters Beyond Wealth” hosted

by Leanne Kaufman, President and CEO of RBC Royal Trust where she talks about the
importance of having a Will and power of attorney.

Access your accounts safely and conveniently

Enroll in RBC Wealth Management Online to quickly and easily access your important
account information, send and receive secure messages from us, and much more — all
through your computer, tablet or mobile device. Here’s how to sign up.

You can also switch to paperless eDocuments to reduce your paperwork and safely view
your account documents through RBC Wealth Management Online. When you make the

switch, we’ll plant a tree in your honour through our partnership with Tree Canada.
Contact us or click here to get started.

Your partners in wealth management
We're committed to keeping you informed about the progress you are making towards
your financial goals. Our team is always available to answer your questions, provide

advice or review your portfolio.

We appreciate the opportunity to serve you and look forward to continuing to help you
accomplish your long-term financial goals.

Should you have any questions, please feel free to reach out.
Sincerely,

The Ravinsky Wealth Management Group
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