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The fourth quarter of 2020 is coming to an end and 
once again, the world’s stock markets have reached 
new highs. The combination of massive fiscal 
stimulus, liquidity injections by central banks and, 
since November, announcements of the imminent 
start of a global vaccination campaign have given 
wings to risky assets during the quarter.

The star of the last quarter of 2020 was the Russell 
2000, the U.S. small-cap index, which ended the year 
with the best quarter in its history, with a 
performance of more than 30% in the last three 
months of the year alone. Interestingly, history shows 
that episodes of strong small-cap performance are 
generally followed by positive and above-average 
returns in subsequent quarters.

The main driver for the U.S. market and small caps 
was undoubtedly the announcement of vaccines, 
which virtually assured a strong and broad-based 
recovery in global economic activity, thereby 
increasing the attractiveness to investors of cyclical 
sectors. 

In terms of relative performance over the fourth quarter, 
the fund largely outperformed the index. During the 
quarter, all outperformance was driven by selection 
while allocation was slightly negative. Within allocation, 
an underweight in Energy and Financials as well as an 
overweight in Health Care lead underperformance.

In terms of stock picking, Arcturus Therapeutics was a strong 
contributor, with the stock more than doubling over the 
quarter, driven by the opportunity for their single dose mRNA 
COVID-19 vaccine. Fate Therapeutics was also a strong 
contributor, with the stock more than doubling following 
positive results in their clinical trial for the treatment of B-cell 
lymphoma. In Information Technology, the strong overweight in 
Micron was a clear positive as the stock returned more than 
50% over the quarter driven by a positive update of their fourth 
quarter.

As we head into 2021, consensus is expecting a gradual 
reopening of the economy as herd immunity is reached from 
the global distribution of vaccines. Equity markets are already 
pricing some of this as we note massive outperformance of 
cyclical industries since last summer and especially in 
November. We think outperformance opportunities remain in 
companies that were disrupted by COVID-19, but we think this 
is very tactical in nature as the market will price this upcoming 
reopening in advance and very fast. 

As the Democrat sweep is completed following the Georgia 
runoff elections, corporate taxes could be raised, which would 
mean a 5% to 10% hit to S&P 500 earnings, but it could also 
mean less unpredictability from the White House along with a 
roadmap to reduce social tensions on a broad basis. This could 
also be totally offset by fiscal stimulus and reversal of trade 
tariffs previously implemented by the Trump administration. 
Thus, we are not convinced by the negative consensus view 
on that front and are neutral on the political front.
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We think 2021 will be a year of stock picking as 
concentration among major indices could act as a headwind 
for their performances. We think some large-caps will face 
increasing regulatory and earnings pressures from the 
current environment. As an investor, we think it’s time to 
avoid passive index investing as we see better alpha 
opportunities by being nimble from an active management 
standpoint.

In terms of positioning, our portfolio is currently 
constructed using a barbell strategy. On one hand, we like 
to have exposure to innovators and keep between 5% and 
15% in small-mid capitalizations. On the other hand, we 
invest in dominant firms where we are currently more 
exposed to the reopening of the economy. We think that 
the current recovery will be more targeted towards 
productivity than new capacity. To take advantage of this, 
we are currently invested in themes like building efficiency, 

smart cities and industrial automation. We also think that 
the pandemic brought attention to the importance of 
investing in the future of healthcare. We think the 
confluence of connectivity and genomics results in 
opportunities from a stock selection point of view. Let’s not 
forget the big picture here. We think artificial intelligence, 
genomics and smart energy technologies will drive U.S. 
equity returns in the next decade, as digital advertising, 
e-commerce and cloud computing explained most of the 
returns in the last decade. We live in a world of accelerating 
change from the adoption of these exponential 
technologies and COVID-19 also contributed to fast-
forwarding all of this. The impact is broad and across all 
sectors and industries. In our view, how companies are 
dealing with this is central in terms of stock selection from 
here. We think that investing is about the future and will 
continue to work on our unique thematic style while 
incorporating our differentiated view of the future.
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—   Major player in the asset management industry

—   �Manages $97 billion in general portfolios and 
segregated and mutual funds
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professionals (including 44 CFA charterholders)
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Thematic Innovation Hybrid 75/25 
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IA Clarington Thematic Innovation Class 

IA Clarington Global Value Fund 

We think that investing is 
about the future and will 
continue to work on our 
unique thematic style while 
incorporating our differentiated 
view of the future.
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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


