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Quarter in Review
Yields continued to rise in the second quarter, although at a more moderate pace. As the focus moved from rising rates to a potential
economic slowdown, credit spreads widened sharply, with June 2022 being the second-worst monthly total return for high yield bonds
since 2008.
Yield spreads between higher-rated and lower-rated high-yield bonds widened out to levels not seen since the height of the COVID-19
pandemic in June of 2020. This spread “decompression” suggests that the market is starting to price in a hard landing for the economy
resulting from the U.S. Federal Reserve (Fed) and other central banks raising interest rates too far and too fast. The Fed raised rates twice
during the quarter; in May (+0.50%) and again in June (+0.75%). A further increase of 0.75% is widely expected in July.
Geopolitical event risk remains in the headlines and interruptions to food and energy supplies are keeping inflation fears front and
center, pressuring central bankers and politicians alike to be seen as “doing something.”
New issue activity during the quarter was almost nil and high yield funds saw large redemptions throughout the period, which kept
selling pressure elevated.

Outlook and Positioning
The HYI ETF portfolio will maintain its lower-than-industry average duration exposure as we entered the second quarter, given
the rising interest rate environment. Continuing uncertainty around the effects of rising interest rates combined with the ongoing
impact of the war in Ukraine will keep volatility measures higher than they have been recently. This leads us to continue to favour
above average or improving credit quality for the fund. Overall, the portfolio will reflect defensive characteristics until we get a
material widening of credit spreads.

Commissions, management fees and expenses all may be associated with an investment in Horizons Active High Yield Bond ETF (“HYI” 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 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.
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.

