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Rate Expectations

The key question for investors is no longer whether
inflationary pressure is re-emerging. It is whether central
banks will respond aggressively enough to halt the global
expansion in its tracks.

That risk has clearly risen. The oil shock has pushed
headline inflation higher across major economies, and
the concern is that higher energy costs are beginning to
seep into “core” (ex-energy, food and other volatile items)
price baskets. This is a classic central bank dilemma. Oil-
driven inflation weakens real incomes, squeezes corporate
margins and lifts measured inflation all at once. Tightening
into that mix can stabilize inflation expectations, but it also
risks amplifying the growth hit. And unfortunately, central
bank policy rate adjustments are ineffective at reining in
oil prices during a supply shock.

In some ways, markets are already doing part of the
central banks’ job. As discussed in our most recent Ask
Forstrong, long-term bond yields have moved higher as
investors reprice inflation risk, with 30-year US Treasury
yields recently reaching their highest levels since 2007.
Higher yields matter. They raise mortgage rates, increase
corporate financing costs and tighten financial conditions
regardless of whether policy rates move in lockstep.

But context is critical. The growth backdrop is relatively
robust. The global economy entered 2026 with several
important supports: resilient trade activity, fiscal stimulus
in a number of major economies and a powerful Al-related
capital spending boom. These trends are durable and
should persist through fluctuating macro conditions.

Additionally, parallels drawn to the 2022 oil price spike
overlook key distinctions. This time, the starting point was
not one of already rapidly accelerating inflation pressure.
Supply chains are in better shape. Labour markets are
cooling rather than overheating. And critically, the oil
intensity of global GDP continues to trend lower. The
knock-on effects from higher oil prices should therefore
be less forceful than in previous oil shocks.

Timing, though, is everything. Central banks can look
through a temporary oil spike if inflation expectations
remain anchored and second-order effects are contained.
Per the chart below, inflation expectations are pushing
higher but remain relatively benign. But the longer oil
prices stay elevated, the more the shock migrates from
gasoline pumps to freight costs, food prices, wages and
corporate pricing behaviour. At that point, what began as a
focused price shock becomes a broader inflation problem.
Central banks do not want to be thrust into a reactionary
position for the second time this decade.

Making predictions on volatile geopolitical developments
and conflicts is a losing proposition. However, the Trump
administration does appear to have reached a pain point
with the warin Iran as the November midterms approach
and American drivers grow increasingly frustrated. Recent
reports suggest progress toward a US-Iran framework that
could extend a ceasefire and reopen the Strait of Hormuz,
although Iran has disputed some US claims and the details
remain murky. If such an agreement materializes and is
honoured by both sides (a big if), it would likely represent
a meaningful pressure release valve for oil prices and
geopolitical risk.


https://forstrong.com/ask-forstrong/bond-market-meltdown-a-survival-guide-for-income-investors/
https://forstrong.com/ask-forstrong/bond-market-meltdown-a-survival-guide-for-income-investors/
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Ultimately, we expect that the global economy can
withstand elevated oil prices at or near current levels
and modestly higher interest rates. However, risk levels
are elevated and require close monitoring. We remain
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invested and continue to align our strategies with the key
themes underpinning global growth; embracing broad
diversification to dampen volatility and manage risk.

Inflation expectations are on the rise
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Global Strategy Overview

Cash

Elevated geopolitical and economic risk necessitates
maintaining portfolio hedges. Gold bullion has
performed poorly since the start of the Iran war (likely
as investors sold recent “winners”); but appears to have
found support near the SUSD 4,400 level. Cash levels
remain neutral, while gold bullion exposure has been
maintained in balanced and growth-oriented strategies
this quarter.

Bonds

The recent spike in oil prices has caused a surge in long-
term bond yields, as bond investor attention shifted to
inflation risk and a potential hawkish pivot from central
banks. The moves bring global bond yields closer to
fair value in our view, but investment grade bonds in
developed markets still lack a clear catalyst to warrant
taking on more exposure. Fixed income exposure
remains modestly underweight this quarter.
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Equities

The outset of war in Iran has led to some indiscriminate
selling of risk assets, as an oil price shock feeds
stagflation fears. While risks to global growth are
elevated, we ultimately expect markets to stabilize
and constructive underlying macro trends to reassert
themselves. We have modestly increased equity
exposure in client portfolios.

Forstrong Strategies Inception 1 month
Balanced

Global Income 30/06/08 0.94%
Global Balanced 03/06/03 2.61%
Global Growth 30/06/03 4.42%
Canadian Income 30/06/08 1.29%
Canadian Balanced 30/06/03 2.31%
Canadian Growth 30/06/03 3.91%

Strategy Dashboard:

Opportunities

Swedish growth indicators continue to firm, showing
the economy is entering an upswing phase. Lower
interest rates are feeding into domestic demand, while
rebounding European industrial activity and accelerating
defense spending have underpinned a steady rise in new
orders. We have added to an existing position in Swedish
equities in balanced and growth-oriented strategies this
quarter.

Since
Inception

YTD 3 Year 5Year 10Years

2.05% 10.45% 8.59% 5.37% 5.53% 7.32%
2.61% 17.19%  10.72% 6.40% 7.55% 7.35%
3.68% 23.37%  14.19% 8.59% 9.88% 8.76%
2.32% 10.78% 8.59% 5.39% 5.42% 6.48%
3.59% 18.91%  11.49% 7.43% 7.73% 7.53%
5.10% 26.79%  15.38% 9.89% 9.90% 8.82%

Global Equity

Emerging Markets Equity 31/01/19 7.35%

Global Ex-North America Equity 31/12/19 5.04%

8.68% 31.94% 13.21% 6.11% NA 6.45%

8.51% 29.81%  15.63% 9.20% NA 9.41%

Alternative Income

High Income Opportunities 30/06/22 0.94%

* Performance as of April 30th, 2026

Pleasereadtheimportantdisclosuresunderdisclaimers.

3.34% 18.55%  11.91% NA NA 12.98%
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Disclaimers:

Nothing herein is or shall be deemed to constitute investment, research, tax, financial, or legal advice, nor an opinion or recommendation regarding any products, strategies,
or any security in particular or the appropriateness of any investment. Nothing contained in these materials is, or should be construed or used as, an offer, a solicitation
of an offer, or an invitation to buy or sell any security, investment, fund, or financial product or instrument, or an endorsement, recommendation, or sponsorship of any
entity or security cited or to adopt any particular investment or portfolio strategy. This material contains general information only and does not have regard to the specific
investment objectives, financial situation, risk profile, or the particular needs of any specific person who may receive these materials. These materials are not intended
for distribution in any jurisdiction where such distribution would be contrary to law. It is your responsibility to inform yourself of, and to observe, all applicable laws and
regulations of your relevant jurisdiction. Unless we provide express prior written consent, no part of these materials should be reproduced, distributed, or communicated
to anyone else. The information herein does not provide a sufficient basis for an investment decision and Forstrong Global Asset Management Inc. (“Forstrong”) makes no
representation as to the suitability of any investment described herein. Investors should assess as to whether the information is appropriate in their individual circumstances
and should consult with their own investment, tax, financial, and legal advisors before making any investment decisions. Investors should also carefully consider any
risks involved. Forstrong does not hold itself out to be an advisor in these circumstances, nor do any of its representatives have the authority to do so. Unless otherwise
indicated, all monetary figures are expressed in Canadian dollars. Investing involves risk, including possible loss of principal.

The information contained in these materials is for general informational purposes only and is intended to provide only brief comments on broad market, industry or
sector trends, or other general economic or market conditions. It is not intended to provide an overview of the terms applicable to any products or funds managed or
sponsored by Forstrong. Views expressed regarding a particular company, security, industry, investment, or market sector are the views only of that individual as of the
time expressed and do not necessarily represent the views of Forstrong or any other person in the Forstrong organization. These materials contain information and views as
of the date indicated and such information and views are subject to change at any time without notice, based upon market and other conditions, and Forstrong disclaims
any and all responsibility to update such information and views. These views are not and may not be relied upon as investment advice and, because investment decisions
for a Forstrong fund or product are based on numerous factors, are not and should not be relied upon as an indication of trading intent on behalf of any Forstrong fund
or product. Any opinion or assumption may contain elements of subjective judgment and are not intended to imply, nor should be interpreted as conveying, any form of
guarantee or assurance by Forstrong of any future action or performance. Neither Forstrong nor any of its affiliates, businesses, or representatives make any representation
orwarranty, express or implied, as to the accuracy, reliability, completeness, appropriateness, or sufficiency for any purpose of any information contained herein. Forstrong
and its affiliates and related entities disclaim any and all liability relating to the information herein, including, without limitation, any express or implied representations
or warranties for, statements contained in, and omissions from, the information. Forstrong and its affiliates and related entities are not liable for any errors or omissions
in any information herein or for any loss or damage suffered, whether direct or consequential, resulting from the use of these materials.

The information contained in these materials is strictly for general illustrative, educational, or informational purposes, and is not intended to provide legal, investment,
accounting, or tax advice, and should not be relied upon in that regard. These materials contain information and views as of the date indicated and such information
and views are subject to change at any time without notice, based upon market and other conditions, and Forstrong disclaims any and all responsibility to update such
information and views. These views are not and may not be relied upon as investment advice. Any opinion or assumption may contain elements of subjective judgment
and are not intended to imply, nor should be interpreted as conveying, any form of guarantee or assurance by Forstrong of any future action or performance. Neither
Forstrong nor any of its affiliates, businesses, or representatives make any representation or warranty, express or implied, as to the accuracy, reliability, completeness,
appropriateness, or sufficiency for any purpose of any information contained herein. Forstrong and its affiliates and related entities disclaim any and all liability relating
to the information herein, including, without limitation, any express or implied representations or warranties for, statements contained in, and omissions from, the
information. Forstrong and its affiliates and related entities are not liable for any errors or omissions in any information herein or for any loss or damage suffered, whether
direct or consequential, resulting from the use of these materials.

Any specific companies, issuers, funds, ETFs, or indices mentioned are for illustrative or educational purposes only and are not and shall not be deemed to be a
recommendation to buy or sell any securities. Any companies, issuers, funds, or ETFs mentioned do not necessarily represent current or future holdings of any Forstrong
funds or products. Any strategies discussed are strictly for illustrative and educational purposes and are not a recommendation, offer, or solicitation to buy or sell any
securities or to adopt any investment strategy. There is no guarantee that any strategies discussed will be effective.

Commissions, fees, and expenses may be associated with investments in Forstrong funds, ETFs, and/or other investment products. Please read a fund’s offering
memorandum or ETF’s prospectus, as applicable, which contains detailed information, and speak to an advisor before investing. Funds and ETFs are not guaranteed,
their values change frequently, and investors may experience a gain or loss. Past performance may not be repeated.

Certain statements in these materials may contain forward-looking statements or forward-looking information that are predictive in nature and may include words such as
“expects”, “anticipates”, “intends”, “plans”, believes”, “estimates”, and similar forward-looking expressions or negative versions thereof. Such forward-looking statements
are based on current expectations and projections about future general economic, political, and other relevant market factors, such as interest, and assuming no changes
to applicable tax or other laws or regulations. Expectations and projections about future events are inherently subject to, among other things, risks and uncertainties,
some of which may be unforeseeable and, accordingly, may prove to be incorrect at a future date. Forward-looking statements are not guarantees of future performance,
and actual events could differ materially from those expressed or implied in any forward-looking statements. A number of important factors can contribute to these
differences, including, but not limited to, general economic, political, and market factors in Canada and internationally, interest and foreign exchange rates, global equity
and capital markets, business competition, and catastrophic events. You should avoid placing any undue reliance on forward-looking statements. Past performance is
no indicator of future performance and the materials are not intended to forecast or predict future events. Forstrong disclaims any and all responsibility to update any
forward-looking statements, whether as a result of new information, future events, or otherwise, except as specifically required by law.

The index returns are shown for illustrative or informational purposes only. Indexes are unmanaged, and index performance does not include the impact of fees,
commissions, and transaction costs and expenses that would be payable by investors in investment products that seek to track an index. Such costs would lower
performance. It is not possible to invest directly in an index. Past performance does not guarantee future results. Index performance does not represent actual fund
performance.

These performance statistics represent the results of Forstrong’s hypothetical model performance data for the relevant time period, which are calculated from the
application of proprietary investment strategies as set by Forstrong’s Investment Committee. These performance statistics do NOT reflect the performance of any actual
Forstrong fund, product, or account. Model performance results have inherent risks and limitations because they are hypothetical and do not represent actual trading and
do not reflect the deduction of any fees or expenses except as specifically noted below. As a result, the performance results reflected herein are estimates only and may
be based on incomplete information. Actual performance of any portfolio, fund, or account following similar strategies may vary materially from the performance shown
herein, including, but not limited to, due to client-specific portfolio differences with respect to size, inflow/outflow history, inception dates, market conditions, and/or other
factors. Performance numbers do not reflect any trading or transaction costs, taxes, and management and advisor fees that would be associated with actual management
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of and trades made for a fund or account. Such costs would lower performance, including as a result of compounding. The performance data of the underlying portfolio
investments, comprised of third party ETFs, are net of the total expense ratios of such ETFs. The performance returns assume reinvestment of all dividends and/or other
earnings. The trading prices for securities in the model may differ from trading prices in actual clients’ portfolios. Forstrong may not have been actually able to trade at the
price used for a given security in the model portfolio. Any expenses deducted are estimates only and may or may not be the same as those attained in an actual portfolio.

Performance results assume model portfolios to be fully invested in securities, while actual client accounts may hold excess cash for liquidity purposes. Therefore, the
model may have better results than actual results in rising markets and poorer results in falling markets All statistics and results presented are unaudited. Past investment
results provide no indication of future performance. Future returns are dependent on the general financial investment environment, the nature of the strategy mandate,
and active investment strategies and risks. Returns for periods over one year are annualized. The data used to calculate model performance was obtained from sources
deemed reliable and then organized and presented by Forstrong. However, such information has not been independently verified by Forstrong (and Forstrong disclaims
any obligation to verify) and Forstrong does not guarantee its accuracy or completeness and accepts no liability for any loss or damage suffered, whether direct or
consequential, resulting from its use. Unless otherwise indicated, all performance data is calculated and presented in Canadian dollars.

The information contained herein is presented solely for illustrative purposes and should not be construed as a forecast or projection. While some information used
herein has been obtained from various published and unpublished third-party sources considered to be reliable, such information has not been independently verified
by Forstrong (and Forstrong disclaims any obligation to verify) and Forstrong does not guarantee its accuracy or completeness and accepts no liability for any loss or
damage suffered, whether direct or consequential, resulting from its use. It should be noted that data provided may be approximate numbers.

Forstrong Global® and the Forstrong Global® logo are trademarks or registered trademarks of Forstrong Global Asset Management Inc. in Canada.
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