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Commentary as at December 31, 2022 

In January 2022, interest rates were near record lows and monetary stimulus was unprecedented, helping to lift U.S. stocks 
to record levels as much of the Western world tried to move on from the pandemic. But Russia’s invasion of Ukraine in 
February helped propel rapidly rising inflation to its highest level in four decades. 

The Fund’s overweight position in equities and underweight position in fixed income had a positive impact on performance. 
Canadian government bonds posted the worst returns since 1980, as central banks in North America and Europe 
aggressively raised short-term interest rates to fight unacceptably high inflation. In 2022, the Bank of Canada (the “BOC”) 
and the U.S. Federal Reserve (the “Fed”) increased short-term interest rates seven times featuring several jumbo-sized 
increases, and major central banks ended bond purchases that had helped hold down longer-term rates, and started 
selling bonds. By year-end, economic growth and inflation showed signs of falling, although the BOC and the Fed indicated 
that interest rates would remain elevated until inflation was clearly weakening back toward the 2% target. Returns in the 
fixed-income segment of the portfolio were held back by RBC Vision Bond Fund. 

Surging inflation and interest rates and rising geopolitical tensions led to the worst year for the S&P 500 Index and global 
stocks since 2008, with many major equity indexes falling about 20%. Canada’s stock benchmark declined much less given 
its significant exposure to oil and metal prices, which held up well against a backdrop of limited supply. By the end of 2022, 
inflation appeared to have eased somewhat, prompting speculation that the Fed, the BOC and other developed-market 
central banks might be in a position to lessen the negative impact of any slowdown with a pause or even decreases in 
interest rates sometime in 2023. Returns were held back by RBC Vision Canadian Equity Fund and RBC Vision Global 
Equity Fund.

The portfolio manager notes that bonds, at today’s higher yields, offer more of a cushion in a balanced portfolio should the 
economy enter a downturn. The portfolio manager believes that a cautious approach to risk taking remains appropriate in 
this environment, and the asset mix is positioned with a small overweight in stocks and a slight underweight in fixed income 
given a view that stocks offer superior return potential over the longer term. The portfolio manager last altered the asset 
mix in 2022’s fourth quarter by adding 0.5 percentage point to the equity allocation, sourced from bonds, as indicators 
suggested equities were attractively valued.

During 2022, one issuer was deemed ineligible by Sustainalytics and subsequently removed from RBC Vision Bond Fund, 
an underlying fund of the Fund, for failing to meet the RBC Vision Bond Fund’s ESG exclusion criteria. In this instance, 
Nova Scotia Power, Inc. was divested from RBC Vision Bond Fund because the issuer had poor ESG performance relative 
to its industry peers under the RBC Vision Bond Fund’s Relative Scoring criteria. Specifically, the issuer’s overall level of 
unmanaged ESG risk, as measured by Sustainalytics’ ESG Risk Rating, was considered ‘severe’, and ranked in the bottom 
quartile compared with its industry peers, as defined by Sustainalytics. This stemmed from the lack of ESG-related 
disclosure published by the company, which Sustainalytics considered inadequate compared with the issuer’s peers at the 
time of removal. Further research conducted by Sustainalytics later on in the year determined that the issuer’s overall level 
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of unmanaged ESG risk was no longer in the bottom quartile compared with industry peers. RBC Vision Bond Fund 
reinvested in the issuer once it became eligible again based on the RBC Vision Bond Fund’s ESG exclusion criteria. No 
other material investment decision was made based on the ESG exclusion criteria in 2022. In the opinion of Sustainalytics 
and RBC GAM, all other holdings in RBC Vision Bond Fund were eligible at the time of review.

During 2022, one issuer was deemed ineligible by Sustainalytics and subsequently removed from RBC Vision Canadian 
Equity Fund, an underlying fund of the Fund, for failing to meet the RBC Vision Canadian Equity Fund’s ESG exclusion 
criteria. In this instance, Lassonde Industries, Inc. was divested from RBC Vision Canadian Equity Fund because the issuer 
had poor ESG performance relative to its industry peers under the RBC Vision Canadian Equity Fund’s Relative Scoring 
criteria. Specifically, the issuer’s overall level of unmanaged ESG risk, as measured by Sustainalytics’ ESG Risk Rating, 
was considered ‘severe’, and ranked in the bottom quartile compared with its industry peers, as defined by Sustainalytics. 
This stemmed from the lack of ESG-related disclosure published by the company, which Sustainalytics considered 
inadequate compared with the issuer’s peers. No other material investment decision was made based on the ESG 
exclusion criteria in 2022. In the opinion of Sustainalytics and RBC GAM, all other holdings in RBC Vision Canadian Equity 
Fund were eligible at the time of review.




