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During the fourth quarter, we saw some important thematic shifts
as the Federal Reserve began to indicate that they were planning
to reduce the level of stimulus being provided to markets. After
they changed their communicated stance on inflation from a view
that current inflation is transitory to a view that inflation is more
durable, the Fed signaled a possible three rate hikes of 25 basis
point rate hike for 2022.

As market participants began
to digest this hawkish shift as
well as the prospect of higher
interest rates, the bond market
sold off and investors rotated
out of long-duration, highmultiple stocks into shorter
duration companies with
attractive cash-flow profiles.
Barometer adjusted portfolios
accordingly and by the end of
the year had almost completely
sold many of the growth stocks
which contributed to
performance through much of
2020 and into 2021. Proceeds
were invested in shorter
duration stocks sensitive to
higher rates, many of which

were in the financials,
materials, and energy sectors.
We expect these thematic
shifts to continue into 2022 as
higher rates make lofty
valuations tough to justify and
dividend growth stocks assume
market leadership as usually
happens during rising-rate
environments.
If we examine the full market
cycle through covid, Barometer
Pools have performed well,
however, performance can
come in bunches and different
pools can perform differently at
different times. For example,

our strongest performing Pools
in 2020, the Equity and Long
Short Mandates, relatively
underperformed in 2021. In
contrast, the Income and
Balanced Mandates performed
better in the past year. As we
discussed in a commentary a
year ago, our more focused
equity mandates benefited in
2020 from a higher-tech
weighting, while this past year
pools with a broader diversified
portfolio which muted
performance in 2020 helped
this year. Simply put, over the
2-year period the pools did
well, but at different times.
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Looking Forward

The information, opinions and any forward-looking statements contained in this commentary have been compiled or arrived at from research
sources believed to be reliable, but no representation or warranty, express or implied, is made as to their accuracy, completeness or correctness.
Opinions expressed are subject to change without notice, as are any statistical, price or yield data. A portfolio manager’s assessment of a particular
security, investment or strategy is not intended as an investment recommendation; it is intended only to provide insight into portfolio selection
process. Additional information is available on request regarding the performance of the Barometer Private Pools, Barometer Group of Funds or the
Barometer Mandates. Barometer disclaims any obligation to publicly update or revise any views or forward-looking statements.
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