
HARB Key Metrics

Weighted Average Duration  5.56 yrs.

Average Credit Quality AA

Weighted Average Coupon 5.02%

Weighted Average Yield to Maturity 5.07%

Source: Horizons ETFs Management (Canada) Inc. as
at December 29, 2023.
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BARRY’S BULLETS

Macro Review
S&P US Manufacturing Purchasing Manager’s (PMI) Index
fell to 47.9, which was lower than expectations of 48.4.
S&P US Services PMI rose to 51.4 compared with
expectations of 51.3.
S&P US Composite PMI came in at 50.9 versus estimates
of 51.0.
ISM Manufacturing Index was reported at 47.4 compared
with expectations of 47.1.
ISM Prices Paid Index came in at 45.2, lower than market
estimates of 49.5.
ISM Employment Index rose to 48.1 compared to
expectations of 46.5.
ISM New Orders Index fell to 47.1 versus expectations of
49.1.
Job Openings and Labor Turnover Summary (JOLTS) was
reported at 8,790K, lower than estimates of 8,821K.
ADP Employment came in at 164K versus expectations of
125K.
Nonfarm Payrolls came in at 216K, higher than
expectations of 175K.
The Unemployment Rate reported at 3.7% versus
expectations of 3.8%.
Labor Force Participation Rate decreased to 62.5%
compared to expectations of 62.8%.
Average Hourly Earnings rose month-over-month (MoM) by
0.4% compared to expectations of 0.3%.
Average Hourly Earnings rose on a year-over-year (YoY)
basis by 4.1% versus expectations of 3.9%.
Continuing Claims came in at 1,855K, which was lower than
market expectations of 1,881K.
Weekly Jobless Claims were 202K compared to market
expectations of 216K.
Two-month Nonfarm Payrolls were revised down by 71K.
ISM Services PMI Index came in at 50.6, lower than an
expected reading of 52.5.
ISM Services Prices Index was reported at 57.4 versus
market expectations of 57.3.
ISM Services Employment Index fell to 43.3, lower than
estimates of 51.0.
ISM Services New Orders Index dropped to 52.8 versus
market expectations of 56.1.

Positioning
We kept duration below neutral at
approximately 5.5 years. This is more of a
function of the large calendar of investment
grade issuance scheduled in January which
leads to higher yields as a concession to clear
the supply rather than a view on economic
data.

While we are expecting some back-up in yields
in the first few weeks of the year, we continue
to expect a much more significant decline in
yields once the U.S. Federal Reserve starts to
cut rates. The consensus is that this is a
second half of 2024 event and we are leaning
towards this occurring earlier.

 

Market Outlook
Data continues to be generally weaker than expected,
oftentimes conflicting between data series. We
generally place less emphasis on December data
points as temporary holiday employment trends and
seasonal adjustments often lead to outlier numbers.
The ISM Services releases were surprisingly weak as
this represents the bulk of economic activity.
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Commissions, management fees and expenses all may be associated with an investment in the Horizons Tactical
Absolute Return Bond ETF (“HARB” or the "ETF") managed by Horizons ETFs Management (Canada) Inc. The
Horizons Exchange Traded Products are not guaranteed, their values change frequently and past performance may
not be repeated. The prospectus contains important detailed information about the Horizons Exchange Traded
Products. Please read the relevant prospectus before investing.

HARB is an alternative mutual fund within the meaning of National Instrument 81-102 Investment Funds (“NI 81-102”)
and is permitted to use strategies generally prohibited by conventional mutual funds, such as the ability to invest
more than 10% of its net asset value in securities of a single issuer, the ability to borrow cash, to short sell beyond the
limits prescribed for conventional mutual funds and to employ leverage of up to 300% of net asset value. The
strategies will only be used in accordance with the investment objectives and strategies of HARB.
 
Certain statements may constitute a forward-looking statement, including those identified by the expression “expect”
and similar expressions (including grammatical variations thereof). The forward-looking statements are not historical
facts but reflect the author’s current expectations regarding future results or events. These forward-looking
statements are subject to a number of risks and uncertainties that could cause actual results or events to differ
materially from current expectations. These and other factors should be considered carefully and readers should not
place undue reliance on such forward-looking statements. These forward-looking statements are made as of the date
hereof and the authors do not undertake to update any forward-looking statement that is contained herein, whether as
a result of new information, future events or otherwise, unless required by applicable law.

This communication is intended for informational purposes only and does not constitute an offer to sell or the
solicitation of an offer to purchase exchange traded products (the "Horizons Exchange Traded Products") managed
by Horizons ETFs Management (Canada) Inc. and is not, and should not be construed as, investment, tax, legal or
accounting advice, and should not be relied upon in that regard. Individuals should seek the advice of professionals,
as appropriate, regarding any particular investment. Investors should consult their professional advisors prior to
implementing any changes to their investment strategies. These investments may not be suitable to the
circumstances of an investor.

The views/opinions expressed herein are solely those of the author(s) and may not necessarily be the views of
Horizons ETFs Management (Canada) Inc. All comments, opinions and views expressed are generally based on
information available as of the date of publication and should not be considered as advice to purchase or to sell
mentioned securities. Before making any investment decision, please consult your investment advisor or advisors.

Disclaimers

Barry Allan is the founder and CEO of DMAT Capital, a firm that specializes in fixed-income based investing and a sub-advisor 
to Horizons ETFs. Prior to founding DMAT, Barry Allan was the founder and CEO of Marret Asset Management and was
responsible for Marret’s overall strategic asset allocation. Marret was purchased by CI Financial in 2013. 
 

Barry has over 40 years of experience in all areas of fixed income and extensive experience in derivatives, including many years
with Nesbitt Thomson and the Bank of Montreal. Barry worked for six years at Altamira, where he led Altamira High Yield Fund
and had secondary responsibilities on equity and balanced fund mandates. Barry has an MBA from the University of Arizona.
Barry is a regular commentator in the media and speaks at conferences on economic and credit issues.
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