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Market Overview 
 
Since the end of the second quarter we have been 
monitoring a cross section of economic fundamental, 
market valuation, fiscal/monetary policy, liquidity and 
sentiment scores to gauge the attractiveness of risk-
seeking assets. On aggregate, our latest measures 
suggest a continued recovery. In the U.S., hot spots in 
the sun belt have seen the trend curve for new 
COVID-19 cases moderate. Globally, cases ebb and 
flow by country but total cases appear to be 
decelerating. China has announced that a vaccine 
would be made available to some essential workers 
after Russia claimed to be the first to offer the world a 
vaccine. Announcements from other global vaccine 
producers are expected in the fall based upon strong 
progress with at least four candidates in Stage 3 large 
scale human trials.  
 
Market valuations, while high, are beginning to see 
earnings fundamentals play catch up. Negative 
earnings revisions have abated since late May and we 
started to witness upward revisions in June, which 
then broadened out across sectors in July. The 
second quarter earnings season came in largely 
ahead of expectations, which is a positive for the 
recovery.  

The mobility data we have been monitoring as a 
leading indicator of economic fundamentals has 
moderated somewhat, which could indicate that 
pent-up demand post-lockdown is fading. That said, 
marginal improvements have been seen in car rental 
and hotel categories, a sign that normalization 
continues. In addition, industrial activity has 
rebounded sharply globally as measured by 
Purchasing Managers' Indices (PMIs) and Leading 
Economic Indicators (LEIs) continue to confirm a 
recovery. However, consumer activity has continued 
to lag universally.  
 
Stimulus remains a key driver of markets with a lower 
U.S. dollar providing an additional boost to riskier 
assets. Markets have seen volatility fall in rhythm with 
the summer doldrums. Flare ups remain a high 
probability as markets return and we approach the 
U.S. election. Despite certain headwinds, our strategy 
remains ------we have a preference for equities over 
fixed income and are actively seeking to take profits 
as markets advance. Absent a material shift in the 
fundamental outlook, we would look to any 
corrections as an opportunity to increase equity 
overweight positions in balanced mandates. 

 
Robert Vanderhooft, CFA, is Chief Investment Officer (CIO), TD Asset 
Management Inc. (TDAM), and Senior Vice President, TD Bank Group. 
 
Robert is also Chair of the TD Wealth Asset Allocation Committee (WAAC), 
which provides broad asset allocation guidance to all of TD Wealth. 

 
In his note below, Robert provides his latest insights on the evolving events 
affecting investors and how TDAM is navigating the market uncertainty.  
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Asset Class Overview and Outlook 
Equities  
 
U.S./China relations remain on fragile ground. After 
the U.S. ordered the closure of a Chinese consulate 
(and China retaliated by doing the same), the latest 
battle has been fought over the social media 
platform, Tik Tok. President Trump has demanded 
that the U.S. version of the popular platform be 
owned by a U.S. based entity, with Microsoft the 
current favourite to do so. This demand was made 
over the fear from the U.S. President that Chinese 
authorities would have access to profile data of an 
estimated 80 million Tik Tok users in the U.S. These 
latest incidents in an ongoing saga highlight the 
shaky relationship between the two countries, and 
with the latest round of ongoing trade talks being 
postponed, investors remain on alert.  
 

However, looking at regional stock market 
performance this year, there is no evidence that the 
tensions have been hurting local stock prices. While 
Canadian and International (ex-U.S.) benchmarks are 
still in negative territory, the S&P 500 Index is up 8% 
and the CSI 300 Index (Chinese A share benchmark) 
has returned an impressive 20% so far in 2020 (all in 
Canadian dollars however and using data as at 
August 14th). 
 
Even with the current issues, at TDAM we remain 
constructive in the long term potential of both 
Chinese and U.S. equity markets. Where applicable, 
we continue to recommend allocation to both within 
an institutional asset mix.

Fixed Income  
 
Since our last communication, the strong rebound in 
credit has continued to deliver strong performance 
across our fixed income funds. Over most of the 
summer, Government of Canada (GoC) bonds have 
remained range bound at near record low levels. For 
context, 10-year GoC bonds have yielded between 43 
and 60 basis points for over 90% of the trading days 
since May 1st, as riskier assets have continued to 
outperform. Investment grade credit spreads in 
Canada have now recouped over 80% of the 
widening experienced in the sharp March sell-off, 
representing one of the fastest rebound rallies in 
history. Adding this all up, extremely low rates on 
government bonds and dramatic spread compression 
in corporate credit, has led to record low borrowing 
costs for corporate credit issuers across North 
America. In addition, with market appetite for 
corporate credit remaining robust given the relative 
yield pickup offered by the asset class, corporate 
issuers have continued to issue new debt at a torrid 
pace. In the U.S. credit market, corporate issuance 
has already surpassed 2017's full-year record total of 
over $1.3 trillion, and we are only 8 months into the 
year. We also note that Canadian credit markets are 
running at a record year-to-date pace. Market 
liquidity has clearly rebounded in a meaningful way 

since March, allowing for some very positive 
developments. Specifically, earlier this month we saw 
two investment grade issuers launch new sustainable 
debt sales, showcasing the strong demand in Canada 
for green bonds.  
 
We continue to see value in corporate credit while 
also acknowledging that pockets of the market have 
become expensive. It's no secret that fundamentals 
have been pressured in 2020, as reflected by public 
agency downgrades which have significantly 
outweighed upgrades year-to-date. Internally, our 
credit research team has consistently monitored and 
communicated the varying degrees of fundamental 
headwinds to our portfolio managers. This work has 
allowed our portfolio managers to seek out sectors 
and securities where real value still exists, while 
reducing exposures to overvalued areas of the 
market. Given the spread compression in corporate 
credit, our teams are actively leveraging their strong 
credit management capabilities, looking to uncover 
relative value opportunities which we believe still 
exists in today's markets.  
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Should you have any questions related to your portfolio,  
please reach out to your Advisor or Financial Planner. 

 
 
 
 
 

 
The information contained herein has been provided by TD Asset Management Inc. and is for information purposes only. The information has 
been drawn from sources believed to be reliable. Graphs and charts are used for illustrative purposes only and do not reflect future values or 
future performance of any investment. The information does not provide financial, legal, tax or investment advice. Particular investment, tax, or 
trading strategies should be evaluated relative to each individual's objectives and risk tolerance. 
 
Certain statements in this document may contain forward-looking statements (“FLS”) that are predictive in nature and may include words such as 
“expects”, “anticipates”, “intends”, “believes”, “estimates” and similar forward-looking expressions or negative versions thereof. FLS are based on 
current expectations and projections about future general economic, political and relevant market factors, such as interest and foreign exchange 
rates, equity and capital markets, the general business environment, assuming no changes to tax or other laws or government regulation or 
catastrophic events. Expectations and projections about future events are inherently subject to risks and uncertainties, which may be 
unforeseeable. Such expectations and projections may be incorrect in the future. FLS are not guarantees of future performance. Actual events 
could differ materially from those expressed or implied in any FLS. A number of important factors including those factors set out above can 
contribute to these digressions. You should avoid placing any reliance on FLS. 

 
The TD Wealth Asset Allocation Committee (WAAC) is comprised of a diverse group of TD investment professionals. The WAAC’s mandate is to 
issue quarterly market outlooks which provide its concise view of the upcoming market situation for the next six to eighteen months. The WAAC’s 
guidance is not a guarantee of future results and actual market events may differ materially from those set out expressly or by implication in the 
WAAC’s quarterly market outlook. The WAAC market outlook is not a substitute for investment advice. 
 
TD Asset Management Inc. is a wholly-owned subsidiary of The Toronto-Dominion Bank. 
 
® The TD logo and other trade-marks are the property of The Toronto-Dominion Bank or its subsidiaries. 
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