




▪ Inflation moderating, but not conquered 

▪ Central bank policies are diverging

▪ Economic growth is slowing

▪ Real estate predictably weak and business confidence is eroding

▪ Tight labour markets remain a source of economic resilience

▪ Pandemic distortions still unresolved

▪ Consumer bending, not breaking

▪ Labour income has trailed inflation, but consumers are still spending 

▪ Geopolitics an undeniable overhang



November 2022

“The Bank of Canada’s job is to ensure inflation is low, stable and predictable. 

We are still far from that goal.” 

February 2023

“We shouldn’t keep raising rates until inflation is back to 2 per cent. Instead, we 

need to pause rate hikes before we slow the economy and inflation too much.”

– Tiff Macklem, Governor of the Bank of Canada

February 2023

“…it’s very difficult to manage the risk of doing too little and finding out in 6 or 12 

months that we were actually close but didn’t get the job done, inflation springs 

back and we have to go back in.”

– Jay Powell, Chair U.S. Federal Reserve



▪ Housing is bearing the brunt of higher financing costs ▪ Business sentiment eroding for many reasons

▪ Services sector remains resilient



▪ U.S. unemployment rate (3.4%) back to record lows

▪ Canadian unemployment (5.0%) following the same pattern

▪ Unfilled jobs remain plentiful



▪ Wage increases trail inflation

▪ Rate of growth inconsistent with 2% inflation target

▪ Accumulated pandemic savings still being used for current consumption



▪ Ukraine-Russia war

▪ China 

▪ COVID response

▪ Taiwan

▪ Real estate

▪ Political turmoil in Washington

▪ OPEC+

▪ Crypto-currency turbulence

But what if there was 

surprisingly good news?



▪ Outlook – economic and geopolitical – remains uncertain

▪ Recession a possibility, but not a certainty

▪ Capital markets anticipate bad news

▪ “Fed watching” not a requirement for long-term investing success

▪ Market timing is impossible – instead, favour high-quality investments



▪ Overall equity allocations are near our long-term guidelines

▪ Diversification remains an important characteristic of our portfolios

▪ 2022 proved highly unusual, with both stocks and bonds declining

▪ Despite this anomaly, diversification still works 

▪ Fixed income portfolios still positioned for the expectation of higher yields

▪ Markets have begun the year on a better footing, yet risks abound

▪ High-quality holdings help protect against potential downside



0

▪ Our portfolios are thoughtfully-diversified across asset classes, geographies and sectors



▪ Highly unusual for stocks and bonds to decline simultaneously

▪ The TSX Composite fell 5.8% in 2022

▪ The Canada Universe Bond Index fell 11.4%

▪ 2022 was a statistical outlier

▪ For most investors, there remains a role for stocks and bonds



▪ Absolute yields remain unattractive (real yields are low)

▪ Our bond portfolio differs from the Index (1)

▪ Maturity (duration) is 3.2 years vs. Index at 7.4 years

▪ Yield to Maturity is 4.4% vs. Index at 4.1%

▪ Better credit quality: <4% BBBs vs. Index at 11%



▪ Patience was required in 2022

▪ Some of our holdings fell out of favour

▪ We did not capitulate, and have benefitted from their recoveries

▪ Almost all of our stocks have rebounded strongly

“It’s in the nature of stock markets to go way down from time to 

time. There’s no system to avoid bad markets. You can’t do it 

unless you try to time the market, which is a seriously dumb 

thing to do.” 

– Charlie Munger



— ATCO Ross Stores

EOG Resources

—

Various Energy holdings Various Energy holdings Meta Platforms PRA Group



▪ A large, financially stable company

▪ $100 billion in revenue in 2022

▪ Nine products with more than $1 billion in sales

▪ 79,000 employees

▪ Strong balance sheet and cash flows

▪ Strong today and positioned for the future

▪ 1.3 billion patients treated in 125 countries in 2022

▪ 112 medicines and vaccines in its development pipeline

▪ A preferred acquiror for high-potential drug companies

▪ Highly-skilled management

▪ Most recent example: rapid COVID product development

▪ Solid track record on capital allocation



▪ Pfizer’s COVID innovations had enormous impact

▪ Effective vaccine (Comirnaty) and treatment (Paxlovid)

▪ Some investors fear a “COVID hangover”

▪ Pfizer’s COVID-related revenue will fall – but how fast?

▪ Valuation does not depend on COVID revenue remaining elevated

▪ We expect continued growth in the core business

▪ Core business projected to grow 7-9% in 2023

▪ COVID windfall will be deployed to support growth through 

acquisitions and investments in new products (1)



▪ Stocks and bonds both hit by high inflation and rising interest rates

▪ Canadian bonds had their worst year ever

▪ Canadian stocks more resilient than other markets

▪ Conservative balanced portfolios suffered one of the worst years in decades

▪ Portfolio losses are disappointing, but Nexus returns are better than many others

▪ A strong start to 2023 has mitigated 2022 losses

▪ Too early to tell whether market optimism is sustainable

▪ Longer-term risk / return characteristics are attractive

▪ Our approach differs from the indices – performance will inevitably diverge at times





▪ 1 Year Median Canadian DB Pension Fund return: -10.3% (2)

Nexus North American 

Balanced Fund
-5.4% 5.2% 5.9% 8.6% 6.8% 7.3% 8.9%

First Quartile Fund -5.1% 4.6% 5.5% 7.7% 5.5% 6.6% 7.9%

Median Fund -7.5% 1.7% 4.2% 6.7% 4.9% 5.7% 7.3%



The January rally was driven by several interrelated factors:

▪ Early evidence that inflation is subsiding

▪ Optimism that central bank rate increases are nearing an end

▪ Investor hope for a “soft landing”

▪ Fourth-quarter earnings were mixed, but better than feared







▪ North American equity portfolio is comprised of quality stocks with attractive prices

▪ Established, dividend-oriented stocks 

▪ Attractive valuations provide good long-term upside with a margin of safety

▪ Well-positioned for the post-COVID world and for a higher inflation environment

▪ Nexus Income Fund is constructed to emphasize quality and reduce price risk 

▪ Credit quality is high, average bond maturities are short

▪ Higher interest rates will benefit bond investors over time

▪ Income-oriented equities add long-term growth and inflation protection

▪ International equities continue to add diversification

▪ Higher dividend yields and lower valuations than North America





▪ To be one of Canada’s most respected 

investment counselling firms focused on 

private clients and foundations

▪ We have approximately 600 clients 

with a range of portfolios up to $100 

million in size

▪ 98% client retention rate (1)

▪ Firm assets now over $2.5 billion ▪ Seven new employees onboarded 

during COVID



Utilities

Health Care

Consumer Staples

Communications

Information Technology

Consumer Discretionary

Materials

Energy

Financials & Real Estate

Industrials

Forward 

Price / Earnings
17.0x 11.6x 11.6x

Price / Book 3.7x 1.7x 1.8x

Dividend Yield 1.8% 3.3% 2.7%



▪ 7 stocks

▪ Average EPS growth of 18.1% per year over 5 years

▪ 20.3x average forward P/E multiple

▪ 30 stocks

▪ 3.2% average dividend yield

▪ Average dividend growth of 10.5% per year over 5 years

▪ 9.9x average forward P/E multiple

▪ 3 Real Estate Investment Trusts

▪ Average distribution yield of 5.8%

▪ Average Price/NAV of 63%



▪ Despite average intra-year 

declines of 15%, annual returns 

were positive in 27 of 38 years





(64 quarters)

(28 quarters)

Benchmark

Benchmark



(27 quarters)

Benchmark

Benchmark

(65 quarters)



(60 quarters)

(21 quarters)

Benchmark

Benchmark








