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Central Banks:
The year of « jumbo » rate hikes

Reminder: Monetary policy operates with a 18-24 month lag



A few stylized facts about the lags in monetary policy

Monetary policy impacts households & housing first, through mortgage rates and 
lines of credit.

Then we move on to investments, through corporate loans.
Inflation and the labour market react last, with a lag of up to 24 months.
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The lags of monetary policy



Our favourite leading indicator is pointing to a 
tough stretch ahead



Consensus forecasts: 
Slow growth expected in 2023 & 2024

Although the consensus does not see crumbling economic growth, the 
forecasts for the coming 24 months are historically weak



It’s all about the credit cycle!
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It’s all about the credit cycle!
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Inflation: 
Slight rebound in April, monthly pace remains too strong



Inflation: What to expect by year-end?
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Canadian businesses have turned net pessimistic 
for the first time since 2020

Canadian businesses have turned net 
pessimistic in the Bank of Canada’s 
latest Business Outlook Survey. 

Respondents are especially worried 
about future sales growth.



Bank of Canada is more concerned with the 
financial flexibility of households
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Source: Bank of Canada, Financial System Review - 2023



Debt ceiling: We have a deal!

12Source: CNBC

• Debt ceiling suspended until 2025
• Caps on spending, but not on defence
• Unspent Covid funds returned
• Welfare largely unchanged
• Pause to student loan relief
• No new taxes
• No change to the Inflation Reduction Act



Fed: Pausing in June?



Financial markets



Commodities not feeling too hot
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Wall Street: Why active management matters
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The economy matters for sales and earnings growth
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Why macro matters for asset allocation



Wall Street is expensive, painting a dim outlook for 
the coming decade



Stock market valuations support looking outside of 
the U.S. for opportunities



Stock market valuations support looking outside of 
the U.S. for opportunities



Money market has not been this attractive in 15 years!
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Our current positioning



@SebMcMahon_IA Sebastien Mc Mahon

To follow us: 
www.ia.ca/economy



Disclaimer

Opinions expressed in this presentation are based on actual 
market conditions and may change without prior warning. 
The aim is in no way to make investment recommendations. 
The forecasts given in this presentation do not guarantee 
returns and imply risks, uncertainty and assumptions. 
Although we are comfortable with these assumptions, there 
is no guarantee that they will be confirmed.

Industrial Alliance Insurance and Financial Services Inc.
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