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Markets end 2023 higher on optimism of lower interest rates 

 

Global financial market surged in the final quarter of 2023 to end the 

year on a surprisingly high note as global bond yields fell sharply on 

softer global inflation data. Investors have become increasingly 

convinced the US Fed, Bank of Canada and ECB will cut rates possibly 

as early as March 2024. The easing price pressures coupled with a 

resilient consumer, positive earnings, and upwardly revised 2024 US 

GDP forecasts, is boosting investor confidence that the US Fed may 

very well pull off a soft landing. This is an abrupt sentiment change 

from expectations of a 2024 recession just a couple of months ago.  

 

 



 
 

This narrative shift triggered an aggressive move back into stocks and 

bonds. Market breadth improved substantially and the belief that interest 

rates have peaked drove much needed capital back to the hard hit 

interest sensitive sectors, like real estate and financials .  

 

Virtually every major equity market posted abnormally strong gains in 

2023 with the biggest chuck added in the last 2 months. The Dow Jones 

hit a new all-time high, the Japanese 225 hit its highest level since 1990. 



While US markets outperformed, Euro , Japanese and Latin American 

markets, many posted double digit gains.  

 

Chinese/Hong Kong equities continued to suffer more sharp loses in 

2023 hitting 5 year lows, reflecting weaker than expected economic 

growth, a slumping property market, softer good manufacturing, supply 

chain shifts and the ongoing geopolitical tensions.  

 

The TSX Venture index was the only other index listed below that had a 

losing year. Not surprising since over 55% of the index is made up of 

materials stocks and has a very tight correlation to the performance of 

the emerging markets – China having the largest weighting. 

 
 

 
 



By far the best performing equity index in 2023 was the technology 

heavy Nasdaq, which saw a massive +53% gain, almost double the 

increase of second best Japan.  Driving a big part of the gains in both the 

NASDAQ and S&P 500 were the so called ‘magnificent 7’ stocks 

( Apple, Amazon, Alphabet,Microsoft, Meta, Nvidia, Tesla). While 

lower interest rates and solid fundamentals drove some of their gains, 

the much can attributed to the massive growth and interest in aritifical 

intelligence. 

 

The chart below shows shows just how much better they outperformed 

the broader market. On a combined basis these seven companies rose 

+117% vs +25% for the capitalization weighted S&P 500 and a much 

more modest +11% gain for the equal cap-weighted S&P 500. These 

companies represent about 30% of market cap of the S&P 500, a very 

historically high level of concentrations. No wonder why more prudently 

diviersified portfolios cannot beat the index. 

 

While this year’s gains were no doubt spectacular, it is important to 

remember that over a two year period the Nasdaq index is only just 

about breakeven with a gain of +.26% and the S&P 500 is -1.12% ( price 

return). 

 

 
 



 
 

 

 PI Financial portfolios post solid gains in 2023 
 

All PI Financial model portfolios recorded positive gains in December 

and in 2023.  

 

Led by strong gains in our holdings of Blackstone, Netflix, Costco, and 

Apple, the PI US Growth portfolio posted the highest 2023 total return ( 

before fees) of + 17.7% and highest December gain of +4.8% among our 

8 portfolios. We underperformed our benchmark, the S&P 

500,  primarily because of the massive outperformance, and index 

weight, of the magnificent seven ( see above).  The surprising 

underperformance of the healthcare care in 2023 ( best performing 

sector however in the past month) and our higher cash position held 

back our relative performance. 



 

Our second-best performing model in 2023 was the Canada Equity Plus 

model with a robust gain of +16.1%. This portfolio is globally 

diversified and benefitted from higher weight in large cap and 

technology. Our top holding includes the IShares Core S&P 500, 

Invesco Nasdaq QQQ, Constellation Software and Brookfield.  

 

All 5 of our equity growth portfolios ( Canada Equity, Dividend Growth, 

Focus 15, Canada Equity Plus) produced +10% or higher returns in 

2023. 

 

Our least performing model in 2023 was the High Yield Dividend 

Growth model with a more modest +4.1% total return. This portfolio’s 

mandate is to hold less cyclical, higher yielding, consistently dividend 

growing companies. Unfortunately, companies which provide these 

attributes primarily reside in the more defensive sectors, such as 

financials, real estate, pipelines, utilities, and telecom. With rising rates 

these companies and industry sectors have underperformed.  

 

On a positive note, the recent decline in interest rates of the last two 

months has seen a marked improvement these sectors. As we 

anticipated, our High Yield Dividend Growth model portfolio posted the 

second-best December returns with a gain of +4.2%.  With Canadian 

interest rates expected to fall further in 2024 we see this portfolio’s 

performance improving in 2024.  

 

With still many important economic indicators still pointing to a 2024 

economic slowdown all our portfolios stay more defensive and with a 

higher than target cash allocation. With the current yield on our cash 

equivalent Purpose High Interest ETF returning over 5% the drag on 

performance is mitigated.   

 

Given the mixed macro-outlook, our portfolio strategy is to stay 

overweight large cap, higher quality, less cyclical companies with 

forecasted revenue and earnings growth.  Our factor strategy is to hold 



both growth and value companies with higher profitability rankings. We 

continue to underweight energy and materials given the modest 2024 

economic growth and sluggish China economy. 

 

In the very near term, we think equity and bond markets may have come 

a little too far and could see a pullback in the next few weeks as 

investors begin to reign in their expectations for rate cuts. This is already 

happening in the first week of 2024. However, with a backdrop of easing 

prices , falling interest rates, solid employment and moderate economic 

growth, we expect equities to perform well in 2024.  

 

The narrative has shifted so dramatically,  from recession to a soft 

landing, that US Fed Fund futures are showing a cut as early as this 

March and up to 6 cuts by the end of the year. Similarly in Canada, 

futures are pointing to 81% chance of the benchmark falling .25% in 

March, and 33% of -.75% by June.  

 

Seems odd: investors are expecting both sharply lower interest rates and 

a solid if not improving economy ( Atlanta Fed just raised Q4 US real 

GDP forecast +2.5% from 2.0%)?  

We are not expecting the US Fed nor Bank of Canada to cut rates as 

sharply.   

 

Yes, Canada should see more rate cuts in 2024, ( although the recent 

jump in housing sales will surely make the BOC question the speed of 

their cuts) due to our more sluggish economic growth and heavily 

indebted consumer, but the US economy is simply in too good shape 

with raised forecasts, consumers that continue to spend, inflation and 

wages heading toward the Fed’s target, net worths’ rising thanks to 

higher asset prices, and unemployment near record low to expect the US 

Fed to need to cut this aggressively. We expect more like 2 or 3 cuts for 

-.50% decline starting in May.  

 



Long term bond yields have already fallen by about 1% in the past 

couple of months - doing much of the work for Central Banks- and we 

don’t see them going much lower. 
 

 

 

  

  

  

PI Canadian Equity Portfolio +2.77% in December 

  



 
  

The PI Canadian Equity Model ('PICEM') Portfolio increased by +2.77% for the month 

while its benchmark, the S&P | TSX 60 Total Return Index increased +4.06%. The S&P | 

TSX Composite Total Return index increased by +3.91%. 

  

In 2023, the portfolio increased +13.86% vs +11.97% for the benchmark and +11.75% for 

the S&P TSX Composite (total return).  

  

Since inception, September 8, 2015, the PI Canadian Equity Model portfolio has produced 

a total return of +141.58% vs +104.68% for the benchmark. Thus, a $100,000 investment 

would now be worth $241,580. All returns are exclusive of any fees. 

  
PI Dividend Growth Portfolio +3.73% in December 

  



 
  
The PI Canadian Dividend Growth Model ('PICDGM') Portfolio increased +3.73% for the 

month compared to the portfolio's benchmark, the S&P | TSX Dividend Aristocrats Index 

which increased +6.54% in the month, while the S&P |TSX Composite index increased 

+3.91%. 

  

In 2023, the portfolio increased +10.04% on a total return basis compared to an increase of 

+9.90% by the benchmark and +11.75% for the S&P | TSX Composite Total Return Index.  

  

Since inception, September 8, 2015, the PI Canadian Dividend Growth Model portfolio has 

produced a total return of +112.92% vs +87.96% for the benchmark. Thus, a $100,000 

investment would now be worth $212,920.All returns are exclusive of any fees. 

  

PI Focus 15 Portfolio +3.01% in December 

  



 

  

Our most growth oriented portfolio, the PI Focus 15 ('PIFF') Growth Model Portfolio, 

increased +3.01% for the month compared to its benchmark, the S&P | TSX Composite 

Total Return Index which increased +3.91%. 

  

In 2023, the portfolio increased +11.61%, while its benchmark increased +11.73% (total 

return).  

  

Since inception, October 31, 2016, the PI Focus 15 Growth Model Portfolio has produced a 

total return of +82.49% vs +76.55% for the benchmark. Thus, a $100,000 investment 

would now be worth $182,490.All returns are exclusive of any fees. 
  

  

PI Canadian Equity Plus +2.98% in December 

  



 
  

  

The PI Canadian Equity Plus Model ('PICEP') portfolio posted a total return of +2.98% in 

the month, while its benchmark, a blend of 65% weighting in S&P TSX 60 Index and 35% 

MSCI All Country World ex Canada Index increased by +3.47% and the S&P TSX 

Composite Total Return Index increased by +3.91%. 

  

in 2023 the portfolio has produced a total return of +16.13% vs +14.27% for the blended 

benchmark; while the S&P TSX Composite increased +11.75% (total return) and the S&P 

500 increased +26.29% (total return). 

  

Since inception, June 4th, 2018 the PI Canadian Equity Plus Model portfolio has produced 

a total return of +57.86% vs +59.72% for the blended benchmark. Thus, a $100,000 

investment would now be worth $157,860. All returns are exclusive of any fees. 

  

  

PI High Yield Dividend Growth +4.16% in December 

  



 
  

The PI High Yield Dividend Growth model (PIHYDG) portfolio Increased +4.16% in the 

month while its benchmark, the S&P TSX Composite High Dividend Index increased 

+3.94% and the S&P TSX Composite increased +3.91%.  

  

In 2023, the portfolio increased +4.08% vs +6.73% for the S&P TSX High Dividend Index 

and an increase of +11.75% for the S&P TSX Composite (total return).  

  

Since inception, December 7, 2018, the PI High Yield Dividend Growth Model portfolio has 

produced a total return of +41.09% vs +60.04% for the benchmark. Thus, a $100,000 

investment would now be worth $141,090. All returns are exclusive of any fees. 

  

PI Balanced +3.43% in December 

  



 
  

The PI Balanced Model ('PIBMP') Portfolio posted a total return of +3.43% in the month 

while its benchmark, a blend of 40% Canadian Aggregate Bond Index, 30% S&P/TSX 60 

Index and 30% S&P 500 Index increased by +3.23%.  

  

In 2023 the portfolio has increased +11.34% vs +13.30% for the blended benchmark (total 

return). 

  

Since inception, August 21st 2019, the PI Balanced Model portfolio has produced a total 

return of +29.20% vs +33.10% for the blended benchmark. Thus, a $100,000 investment 

would now be worth $129,200. All returns are exclusive of any fees. 

  

PI US Growth +4.83% in December 

  



 
  

The PI US Growth Model ('PIUSG') Portfolio posted a total return of +4.83% for the 

month while its benchmark, the S&P 500 Total Return Index increased by +4.54%.  

  

In 2023 the portfolio increased +17.73% vs +26.30% for the benchmark. The key reason 

for the variance was the outperformance and heavy concentration in a few mega cap 

companies in the S&P 500. 

  

Since inception, June 29, 2021, the PI US Growth Model portfolio has produced a total 

return of +6.35% vs +15.48% for the benchmark. Thus, a $100,000 investment would now 

be worth $106,350. All returns are exclusive of any fees. 

  

PI Sector ETF +1.42% in December 

  

  



 
  

The PI ETF Model ('PIETF') portfolio increased by +1.42% in the month, while its 

benchmark, a blend of 50% weighting in S&P TSX Index and 50% S&P 500 Index 

increased +2.73%. 

  

In 2023 the portfolio has returned +8.36% vs +17.29% for the blended benchmark. The 

variance is substantially due to our more defensive portfolio stance and the 

outperformance and concentration of few mega cap tech holdings within the S&P 500.  

  

Since inception, July 21st, 2022, the PI ETF Model portfolio has produced a total return of 

+10.86% vs +20.18%% for the blended benchmark. Thus, a $100,000 investment would 

now be worth $110,860. All returns are exclusive of any fees. 

 

For more information about all of the PI Financial model portfolios please contact your PI 

Financial Portfolio Manager or Investment Advisor.  

 

If you do not currently have a PI Financial professional assisting you and would like to learn 

more about our discretionary model portfolios please click here pifps@pifinancialcorp.com. 
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PI Financial Corp.    www.pifinancial.com 
 
Head Office 
2500 - 733 Seymour Street               
Vancouver, BC, V6B 0S6 
Ph: 604-664-2900 | Fax: 604-664-2666 

 

For a complete list of branch offices and contact information, please visit our website 

 

Participants of all Canadian Marketplaces. Members: Investment Industry Regulatory Organization of Canada, Canadian Investor 

Protection Fund and AdvantageBC International Business Centre - Vancouver. Estimates and projections contained herein are our 

own and are based on assumptions which we believe to be reasonable. Information presented herein, while obtained from sources 

we believe to be reliable, is not guaranteed either as to accuracy or completeness, nor in providing it does PI Financial Corp. 

assume any responsibility or liability. This information is given as of the date appearing on this report, and PI Financial Corp. 

assumes no obligation to update the information or advise on further developments relating to securities. PI Financial Corp. and its 

affiliates, as well as their respective partners, directors, shareholders, and employees may have a position in the securities 

mentioned herein and may make purchases and/or sales from time to time. PI Financial Corp. may act, or may have acted in the 

past, as a financial advisor, fiscal agent or underwriter for certain of the companies mentioned herein and may receive, or may 

have received, a remuneration for their services from those companies. This report is not to be construed as an offer to sell , or the 

solicitation of an offer to buy, securities and is intended for distribution only in those jurisdictions where PI Financial Corp. is 

registered as an advisor or a dealer in securities. Any distribution or dissemination of this report in any other jurisdiction is strictly 

prohibited.  

 
For further disclosure information, reader is referred to the disclosure section of our website. 

http://www.pifinancial.com/

