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What are the main economic or market elements
that have caught our attention recently?

What are the biggest risks / opportunities
that we anticipate in the next 6 months?

The impacts of the monetary and fiscal policies
implemented already reflected in market prices, the
month of May was quiet for fixed income securities.
It is interesting to note that the programs are still
active and that institutions have announced their
willingness to offer, if necessary, even more support
to the economy.

Several important events will follow in the next six months.
First, since the coronavirus is still very active, it remains a
major global risk. The bond market expects a gradual recovery
in the economy and the discovery of a vaccine in the coming
months. However, it should be mentioned that in the event
of a second wave of infection or setbacks in the search for
a vaccine, risky assets and bond rates could fall rapidly. Next,
the US presidential election in November, combined with the
return of tensions between China and the United States, could
make waves in financial markets. Indeed, the US has strongly
blamed China for its management of the epidemic, on top of
imposing economic sanctions and withdrawing Hong Kong’s
privileged status. Then, the riots in the United States caused
by the death of George Floyd take place in the heart of
a period of major economic disruption and could have negative
consequences if we see an increase in the number of cases
of COVID-19. Finally, negotiations for the trade agreement
between Britain and the European Union in the coming months
should be considered, as Boris Johnson seems to be taking
a hard line on the subject at the moment.

A significant dichotomy continues to form between
the equity and bond markets. The S&P500 rose 5%
during the month, while interest rates with a 10-year
maturity remained practically unchanged, accompanied
by low volatility. The stock market looks beyond
the economic data, although the data is currently
reaching levels dating from 2009 (rapid growth in
the unemployment rate, downward inflationary data
in Canada, etc.). In addition, the wave of optimism
caused by the gradual reopening of economies
following the global COVID-19 pandemic pushed risk
assets in May. For example, corporate credit spreads
resumed their compression following a pause in April.
Liquidity and financial conditions continued to improve
in May after the difficult months of March and April.
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Fund outlook and positioning
Due to the North American central banks’ corporate bond
buying programs and the search for yield in a universe
of low interest rates, we are constructive with regards
to corporate credit spreads. In addition, faithful to our
method, we remain agile in terms of duration management
to take advantage of market opportunities.
Regarding future actions by the Bank of Canada, we continue
to believe that the key rate will not be lowered to negative
territory, due to the potential impact to the financial system
and inconclusive advantages to economies in this situation.

However, we believe that the short-term portion of the yield
curve will be anchored by central banks. Due to numerous
issues in the long-term portion of the curve, resulting from
an increase in the indebtedness of countries, we foresee a
further steepening of the yield curves in the coming months.
In conclusion, despite the gradual reopening of the
economies and the positive tone in financial markets,
we think that rates should remain low for several months
due to the hyperactive central banks.
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are offered by iA Financial Group and the Mutual Funds presented are offered by iA Clarington Investments Inc.
The opinions expressed herein are based on current market conditions and may change without notice. They are not intended to provide
investment advice. The forecasts provided herein are not guarantees of future performance, and include risks, uncertainty and assumptions.
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iA Financial Group is a business name and trademark of Industrial Alliance Insurance and Financial Services Inc. iA Investment Management
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iA Financial Group and Third Party Content Providers disclaim all liability in respect of this information or the use or misuse thereof.
The investment funds offered by iA Financial Group (“Funds”) are not sponsored, endorsed, sold or promoted by Third Party Content
Providers. Third Party Content Providers make no representation as to the relevance of investing in the Funds, offer no guarantee or
conditions in respect thereof, or assume liability in respect of their design, administration or negotiation.
Financial and economic publications of iA Financial Group are not written, reviewed or approved by Third Party Content Providers.
Any information contained herein may not be copied, used or distributed without the written consent of iA Financial Group and/or
the relevant Third Party Content Provider.
Where FTSE indexes are used, or referenced: FTSE International Limited (“FTSE”) © FTSE [2018] ® is a trademark of the London Stock
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the International Stock Account are each indexed to an MSCI index. MSCI indexes are licensed for use by iA Financial Group. For more
information about the MSCI indexes, visit htpps://msci.com/indexes.

