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What are some key risks/opportunities you 
anticipate for the next six months and how has  
this impacted your positioning? 

One of the main risks is if governments impose more 
restrictions and more lockdowns that could slow the 
fragile economic recovery if the second wave of 
COVID-19 becomes out of control.

Another risk is the November 3rd U.S. election.  
The results could change the path for interest rates 
depending on the outcome. Social tensions or a 
contested result that drags on for several weeks are 
possibilities which could impact consumers and freeze 
risky assets.

The economic recovery has rebounded sharply thanks to 
government fiscal stimulus across the globe. In the U.S., 
the negotiations for a phase-4 package haven’t provided 
positive results so far. A Democrat president could see a 
lot of resistance in achieving a meaningful fiscal package 
if his party is not in control of the Senate.

Finally, Brexit, possible geopolitical tensions in the 
Middle East and the U.S.-China trade war are still risks 
we must monitor constantly.

Central banks’ large quantitative easing programs 
deployed to combat the economic impacts of COVID-19 
significantly lowered the level of interest rates, and we 
find value in spread products. It is a way to enhance our 
total return and beat our benchmark. This strategy can 
provide additional return over a passive approach without 
taking undue risk.

Finally, the drugs making a difference in the battle against 
COVID-19 are now being identified. Progress is made and new 
data on COVID-19 is available daily. Hopefully, an efficient vaccine 
should be created in the coming months. It will be an opportunity 
to identify strategies that will act according to a positive economic 
scenario.

Share one or two recent investments or investment themes 

A very powerful investment theme in recent months is the 
“search for yield” theme. Central banks around the world have  
cut their interest rates to record lows and implemented 
quantitative easing programs to support the economy and market 
functioning. As a result, yields on government securities have 
declined considerably, pushing investors further along the risk 
spectrum in order to boost yields. In our world, this translates into 
buying provincial bonds instead of federal government bonds 
because of the yield pickup. The “search for yield” theme has 
been prevalent for a few years already, but it has accelerated since 
the COVID-19 crisis as government securities yields have sunk to 
historical lows. The Bank of Canada’s (BoC) quantitative easing 
program also includes the buying of provincial and corporate 
bonds, so this puts a credible backstop to any sustained increase 
in spreads. Our mandates also try to capitalize on this “search for 
yield” theme as we are overweight in provincial, municipal and 
corporate bonds and underweight in federal government 
securities. While we might move to an underweight position in 
credit bonds from time to time, over the long run, we expect to 
spend most time capitalizing on the “search for yield” theme.
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Fund positioning and outlook

We still expect overnight rates to stay at their current level in 
Canada and in the U.S. So far, neither the Federal Reserve 
(Fed) nor the BoC has expressed its intention to lower it into 
negative territory as is the case in Europe and Japan. So, we 
expect the short-term portion of the yield curve to be anchored 
by central banks. Combined with the increasing amount of 
new issues in the long-term portion of the yield curve to 
finance big government deficits, we predict a continuation of 
the steepening of the yield curves in the coming months.

We remain constructive on corporate credit spreads because 
of the relentless investors’ search for yield in a low interest 
rate universe. We may also see a sharp decrease in the 
amount of corporate new issues in 2021 that would help the 
asset class perform well in the coming months. 

We like Canadian provincial credits. There is an important 
seasonality in the Canadian bond market happening at the 
beginning of December. A lot of money is being paid out in the 
form of coupon payments and maturities that must be 
reinvested in the market. Provincial credits tend to benefit 
from this situation. Provincial issuers also usually stop issuing a 

couple weeks before Christmas. So, a combination of fewer 
new issues in December and a lot of money to be invested in 
the segment help compress provincial spreads resulting in 
positive relative value performance.

We also like non-rated bonds from Quebec municipalities 
because of the good yield they provide while having a short 
maturity (usually less than five years).

As usual, we will remain agile in managing our portfolio’s 
duration to take advantage of market opportunities especially 
in the context of the fast approaching U.S. election, which 
could bring volatility. 

In conclusion, we think heavy issuance combined with positive 
news on a potential vaccine to combat COVID-19 could push 
yields higher in the coming months. But, if yields increase too 
fast, central bankers will be watching and may intervene to 
slow the pace. One thing is certain, yields will stay low on a 
historical basis. Remember that central banks will be involved 
in maintaining the lower part of the curve anchored. They 
should tolerate higher interest rates but to a certain level. 
Finally, keep in mind that an out-of-consensus outcome on     
November 3rd could drastically change these expectations.
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DISCLAIMER

This document was prepared by iA Investment Management. Unless otherwise indicated, the segregated funds presented in this document 
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. 
While these assumptions appear reasonable, there is no guarantee that they will be confirmed.

An investment in the mutual fund or the segregated fund may result in commissions, trailing commissions, management and other fees. 
Please read the prospectus or the Information Folder before making an investment. Each rate of return indicated is a historical annual 
compounded total rate of return that takes into account fluctuations in the value of units or shares and the reinvestment of all distributions 
and does not take into account buying commissions or redemption fees, investment fees, optional fees or tax on payable income by a unit 
holder, which would contribute to poor performance. Mutual Funds are not guaranteed and the segregated funds are guaranteed in part, 
under certain conditions. The value often fluctuates upward or downward, at the risk of the subscriber, and past performance is not indicative 
of future performance.

The rate of return is used to illustrate the effects of the compound growth rate only and is not intended to reflect the future values of the 
investment fund or the return on an investment in the investment funds.

iA Financial Group is a business name and trademark of Industrial Alliance Insurance and Financial Services Inc. iA Investment Management  
is a trademark and business name under which Industrial Alliance Investment Management Inc. operates. iA Investment Management and  
iA Clarington Investments Inc. are wholly owned subsidiaries of iA Financial Group.

This publication contains information provided by companies not affiliated with iA Financial Group (“Third Party Content Providers”), including, 
but not limited to, ratings, stock indexes and company-classification systems (“Third Party Content”) Third party Content is the property and 
trademarked by the relevant Third Party Content Providers and has been licensed for use by iA Financial Group. The use of Data received from 
Third Party Content Providers by iA Financial Group is authorized under licence.

This publication contains information provided by companies not affiliated with iA Financial Group (“Third Party Content Providers”), including, 
but not limited to, ratings, stock indexes and company-classification systems (“Third Party Content”) Third party Content is the property  
and trademarked by the relevant Third Party Content Providers and has been licensed for use by iA Financial Group. The use of Data received 
from Third Party Content Providers by iA Financial Group is authorized under licence. 

The information presented in this publication is provided for informational purposes only. iA Financial Group and Third Party Content Providers 
make no representations or warranties as to the information contained herein and no not guarantee its originality, accuracy or completeness. 
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 
Exchange Group companies and is used by FTSE under licence. “NAREIT®” is a trademark of the National Association of Real Estate 
Investment Trusts and used by FTSE under licence. “EPRA®” is a trademark of the European Public Estate Association and used by FTSE 
under licence. “TMX” is a trademark of the TSX Inc. used by FTSE under licence.

NASDAQ®, OMXTM, NASDAQ-100® and NASDAQ-100 Index® are registered trademarks of NASDAQ Inc. and are licensed for use  
by iA Financial Group. 

Where the Global Industry Classification Standard (GICS) is used or referenced: the GICS was developed by MSCI Inc. (“MSCI”)  
and Standard & Poor’s Financial Services LLC (“S&P”) and is licensed for use by iA Financial Group.

The International Equity Index Fund, the Global Equity Index ACWI Fund, the Global Stock Account, the European Stock Account and  
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.
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iA Financial Group is a business name and trademark of  
Industrial Alliance Insurance and Financial Services Inc. ia.ca


