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The price of benchmark Brent crude oil soared about 50% in the first half of 2022 in the wake of the Russia-Ukraine war but 

ended the year not much higher than where it started it as a weakening global economy sapped demand. Brent crude 

soared to US$115 a barrel and ended the year at US$86, compared with US$78 in January.  

The jump in prices in early 2022 was driven by rising demand for crude oil and refined products as global economic activity 

continued to recover following the pandemic. Russia’s invasion of Ukraine in late February prompted Europe and North 

America to boycott Russian energy products, which accounted for about one-third of Europe’s energy needs. Higher energy 

prices helped lift inflation to the fastest pace in four decades and forced central banks to raise interest rates significantly, 

dampening economic growth. As a result, energy prices declined over the second half of the year even though supplies 

remain constrained. 

The Fund’s relative returns were aided by positions in oil and gas exploration and production companies, including Hess, 

Cenovus, Tourmaline and EQT. The Fund’s performance also benefited from underweight positions in large European 

energy companies, including Eni SpA, BP and TotalEnergies, as well as Neste, which was hurt by higher feedstock costs 

and a decline in the price of government reimbursements for producing low-carbon fuels. 

The Fund’s returns were hindered by below-benchmark exposure to the largest North American petroleum companies, 

including Occidental Petroleum and ExxonMobil, which benefited from rising oil prices and strong refining margins. Positions 

in Neo Performance Materials and ReGen III also hurt relative returns. 

The willingness of OPEC countries to cut production quotas in response to market conditions and the end of the release of 

barrels from the U.S. Strategic Petroleum Reserve will help maintain a healthy balance between global supply and demand. 

North American producers continue to exercise restraint, deemphasizing production growth and instead channeling cash 

towards debt reduction and to shareholders through dividends and share repurchases. While this shift has strengthened 

the long-term sustainability of crude-oil exploration and production companies, inflationary pressure and the need to direct 

capital towards replacing finite reserves will compress free-cash-flow margins, in the view of the portfolio manager. 

The portfolio manager continues to favour oil and gas companies that are committed to reducing their environmental 

footprint and have greater transparency in their disclosures regarding environmental, social and governance standards. 
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This has been provided by RBC Global Asset Management Inc. (RBC GAM) and is for informational purposes, as of the date noted only. 
Discussion of any securities in this report is not a recommendation to buy or sell any specific security, and is subject to change. It is not intended to 
provide legal, accounting, tax, investment, financial or other advice and such information should not be relied upon for providing such advice. RBC 
GAM takes reasonable steps to provide up-to-date, accurate and reliable information, and believes the information to be so when provided. Past 
performance is no guarantee of future results. Interest rates, market conditions, tax rulings and other investment factors are subject to rapid change 
which may materially impact analysis that is included in this document. You should consult with your advisor before taking any action based upon 
the information contained in this document.  All opinions constitute our judgment as of the dates indicated, are subject to change without notice and 
are provided in good faith without legal responsibility. Information obtained from third parties is believed to be reliable but RBC GAM and its 
affiliates assume no responsibility for any errors or omissions or for any loss or damage suffered. RBC GAM reserves the right at any time and 
without notice to change, amend or cease publication of the information.  
 
Please consult your advisor and read the prospectus or Fund Facts document before investing. There may be commissions, trailing commissions, 
management fees and expenses associated with mutual fund investments. Mutual funds are not guaranteed or covered by the Canada Deposit 
Insurance Corporation or by any other government deposit insurer. Mutual fund unit values change frequently. For money market funds, there can 
be no assurances that the fund will be able to maintain its net asset value per security at a constant amount or that the full amount of your 
investment in the fund will be returned to you. Past performance may not be repeated. RBC Funds, RBC Private Pools, RBC Alternative Funds and 
PH&N Funds are offered by RBC Global Asset Management Inc. (RBC GAM) and distributed through authorized dealers in Canada. 
 
This document may contain forward-looking statements about a fund or general economic factors which are not guarantees of future performance. 
Forward-looking statements involve inherent risk and uncertainties, so it is possible that predictions, forecasts, projections and other forward-
looking statements will not be achieved. We caution you not to place undue reliance on these statements as a number of important factors could 
cause actual events or results to differ materially from those expressed or implied in any forward-looking statement. All opinions in forward-looking 
statements are subject to change without notice and are provided in good faith but without legal responsibility. 
 


