
Market Review

The fourth quarter (Q4) of 2022 continued to be overshadowed by the invasion of Ukraine by Russian forces. The conflict continues 

to cause elevated volatility and inflation. The Organization of the Petroleum Exporting Countries’ (OPEC) decision to cut oil supply in 

the previous quarter has further impacted energy prices and contributed to market volatility. Oil prices, as measured by the 1-month 

NYMEX® crude oil future, barely moved from $79.49 at the end of the third quarter (Q3), to $80.26 per barrel by the end of Q4. The 

increase signified small growth in crude oil to 0.97%.

Lockdowns imposed by China to combat spiking COVID cases lowered the demand for oil and balanced the fight for supply between 

OPEC and the U.S. government. This resulted in a strong performance for oil prices from October until mid-November. From mid-

November to December oil had a weaker performance.

Significant to Canadian energy producers, the spread between Western Canada Select (WCS) oil prices, and West Texas Intermediate 

(WTI) prices, further increased from a $22.25 discount per barrel at the end of the quarter, to over $27.75. The spread peaked at over 

$32.50 during the middle of October. 

The Bank of Canada (BoC) decided to increase its target overnight rate in October to 3.75%, a lower rate hike of 0.50%, or 50 basis 

points (bps), than in the previous meetings. It further hiked rates by 50 bps in December’s meeting to 4.25%. Although the rate hikes 

were lower than in the previous quarter, the BoC believes this aggressive quantitative tightening is necessary to overcome high 

inflation. 

The Core Consumer Price Index (CPI) increased by 6.0% year-over-year in the first month of the quarter. The increase was higher than 

the end of the previous quarter and higher than expectations. It then decreased slightly to 5.8% in the following month and stayed 

the same, at 5.8% year-over-year, by the end of the quarter. Moreover, the labour market remained tight during this quarter as the 

unemployment rate decreased from 5.4% in the previous quarter to 5.1%. This longer-than-expected inflation and labour market 

concentration that has been slightly affected by tighter monetary policy is further boosting the BoC’s resolve and perpetuating 

uncertainty regarding when the inflation rate will return to the 2% target. 

Quarter in Review

In Q4 of 2022, six of ten sectors of the TSX 60 posted positive returns.  The Industrial sector was the best-performing sector, up 

+9.5% for the quarter. The Utilities sector was the worst-performing sector, down by -10.2%. Of the stocks in the index, 44 were in 

positive territory for the quarter. The top three performing stocks were Shopify (up +26.4%), Cenovus Energy (up +24.8%), and CAE 

(up +23.6%). The bottom three performers were Algonquin Power & Utilities (down -39.9%), Cameco (down -16.0%), and Brookfield 

Infrastructure Partners (down -14.5%).

Following two 50 bps rate hikes this quarter, the financial sector saw 9 of 11 stocks end the quarter with positive returns.  The best-

performing Canadian Bank, among the big six, was National Bank (up +6.5%) for the quarter. National’s performance can be attributed 

to strong double-digit growth for the Personal and Commercial and Wealth Management segments.  The worst-performing bank stock 

this quarter was CIBC (down -8.0%).  CIBC’s weak performance can be attributed to higher expenses and provisions for credit losses 

outweighed strong lending growth, and as capital markets earnings fell.
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As the U.S. tried to fight oil price increases by releasing more barrels of oil from the Strategic Petroleum Reserve (SPR), the spread 

between Western Canada Select (WCS) oil prices, and West Texas Intermediate (WTI) prices, further increased from a $22.25 discount 

per barrel at the end of the last, to over $27.75.  Seven of the nine stocks representing the Canadian energy sector were up; the best-

performing energy stock, Cenovus Energy, had a +24.8% performance. The worst-performing energy stock was Cameco, down -16.0%. 

Gold prices continue to be driven by the difficult environment in the world today. While gold miners certainly benefit from the rising 

gold prices, they have also been hit with rising costs. The best-performing Materials stock this quarter was Tech Resources, up +22.1%. 

The worst-performing materials stock was Nutrien, down 13.6%.

Lastly, due to geopolitical tensions, consistent high inflation, uncertainty concerning interest rates increasing, and market volatility 

have remained high during this quarter. Although this has been hurtful for equity prices and has provided instability in the market, it 

has benefitted the covered call strategy due to the call options premiums rising as a percentage of the banks’ stock prices.

Outlook and Positioning

During each month, options are dynamically written on the equities in the portfolio of CNCC.  CNCC’s monthly distributions are not 

fixed, but vary as the premiums generated from covered call writing are earned and passed through, and will change with fluctuations 

in implied volatility and the duration of time to option expiration. Distributions also vary based on the timing of dividends received 

from the underlying securities in CNCC’s portfolio during the period.

Q4 2022

The investment objectives of the Horizons Canadian Large Cap Equity Covered Call ETF (“CNCC”) (formerly Horizons Enhanced Income Equity ETF (“HEX”)) were 
changed following receipt of the required unitholder and regulatory approvals. The new ticker began trading on the TSX on June 27, 2022. For more informa-
tion, please refer to the disclosure documents of the ETFs on www.HorizonsETFs.com.

Commissions, management fees and expenses all may be associated with an investment in Horizons Canadian Large Cap Equity Covered Call ETF (“CNCC” or the “ETF”) managed by Horizons ETFs 
Management (Canada) Inc. The ETF is not guaranteed, its value changes frequently and past performance may not be repeated. The prospectus contains important detailed information about the 
ETF. Please read the relevant prospectus before investing.

Certain statements may constitute a forward-looking statement, including those identified by the expression “expect” and similar expressions (including grammatical variations thereof). The for-
ward-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.

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.
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