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At a glance
1. Neutral equities overall and underweight fixed 

income. 

2. We are modestly overweight U.S. equities,  however 
recent  optimism has pushed valuations to the higher 
end of fair value. Longer term, we expect U.S. equities 
to outperform due to their relative quality advantage 
over global counterparts. 

3. Interest rates and inflation to remain at low levels. 
Aggressive monetary and fiscal policy responses have 
prevented a 2008-type crisis but may become a long-
term drag on economies.
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3.    We remain selective with a focus on opportunities in 
corporate credit. Wide spreads have narrowed due 
to liquidly stabilization, but still represent attractive 
yields. 

4. Amid the economic damage, earnings and employment 
data remain weak, but some encouraging data is 
emerging. A short and sharp recession is  unfolding  as 
forecast, but the speed of recovery will be dictated by 
treatment and vaccine progress.

5. Robust diversification across our real asset and 
private debt strategies has provided relatively 
stable income resiliency through the current crisis.

Positioning  Changes
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No positioning changes for June 2020

The continuation of large fiscal stimulus, 
combined with the U.S. Fed's dovish pledge to 

keep rates low has helped maintain market 
functionality and should support a fairly robust 

recovery from recession. 



WAAC is Monitoring Potential Implications

Equity market 
volatility may 
persist as 
economies 
emerge from 
lockdown

Recent positive jobs data may suggest the worst of the contraction is in the rear view. The 
U.S Fed is committed to low rates into 2022 and positive signs of fiscal coordination by the 
European Union is also adding to optimistic views. However, an uneven economic restart 
from lockdowns, combined with the risk of a second wave of infections may lead to higher 
equity volatility. We are also wary of the mounting trade hostilities between the U.S. and 
China which could weigh on confidence and impede the progress of the recovery. 

We are modestly overweight U.S. equities for their relative quality advantage versus global 
counterparts, but recent optimism has pushed valuations to the higher end of fair value. 
The continuation of large fiscal stimulus combined with the U.S. Fed's pledge to keep rates 
low, has helped maintain market functionality and should support a fairly robust economic
recovery from recession. 

We are modestly underweight Canadian equities. Despite a moderate recovery in oil prices, 
global oil markets are grappling with the potentially lengthy process of rebalancing. This 
and high household indebtedness may continue to overhang the Canadian economy and 
hinder the pace of recovery. 

We remain 
modestly 
overweight 
corporate bonds 
due to their 
relative yield 
advantage

We remain modestly overweight corporate bonds. Unprecedented measures by central 
banks have provided stabilization benefits and an improved market backdrop. 
Episodes of tighter liquidity conditions may surface but should be alleviated by 
continued policy action and low interest rate volatility. The improved conditions have 
provided opportunities for us to increase the relative quality of corporate credit 
exposure in higher quality sectors that face less headwinds, as we move through and 
out of this period of negative economic growth.

We maintain an underweight view on domestic government bonds. Yields have 
declined sharply and returns will remain near zero or negative for some time as 
monetary and fiscal policy coordination will likely suppress rates in the coming years. 
This diminishes the strategic case for government bonds and reinforces our preference 
for other asset classes that can provide a relative yield advantage.

Commercial 
mortgage 
origination picking 
up across Canada

As the economic consequences of the pandemic unfold, there is an expectation of income 
disruption for private real asset owners and lenders depending on the asset, location, or 
sector. This disruption is taking form through rent relief, payment suspension or debt 
servicing modification requests coming from certain tenants, asset operators, or 
borrowers.

Commercial mortgage origination has started to pick up across Canada, as spreads 
stabilized in April and tightened in May between 5-45 basis points depending on the quality 
of mortgages. Lenders have a strong bias towards quality, while underwriting standards 
have tightened.

Gold provides 
diversification 
benefits and may 
continue to rise as 
economic risks 
prevail 

Gold briefly pulled back from recent highs, but may be regaining momentum. The 
reopening of economies, an unexpected rebound in the U.S. jobs market, and anticipation 
of a recovering global economy drove up assets like stocks, at the expense of gold. But 
Gold remains significantly higher for the year and with renewed uncertainty over the 
economic recovery, our outlook for the commodity remains positive for its diversification 
benefits and its use as a hedge in periods of elevated risk. 

The U.S. dollar has come under pressure recently but in our view this is more corrective in 
nature than a change in trend. We expect the currency to see strength over the coming 
months as economic activity in the U.S. gradually expands.

Despite recent strength in the Canadian dollar, we maintain a modest underweight view. 
The Canadian economy continues to face risks associated with weak oil prices and high 
household indebtedness, which will likely weigh on the Canadian currency for the 
foreseeable future.
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Fixed Income
Underweight

Domestic Government Bonds – +

Investment Grade Corp. Bonds – +

Inflation-Linked Bonds – +

High Yield Bonds – +

Global Bonds — Developed Markets – +

Global Bonds — Emerging Markets – +

Equities
Neutral

Canadian Equities – +

U.S. Equities – +

International Equities – +

Emerging Markets Equities – +

Alternatives/Real 
Assets

Overweight  

Commercial Mortgages – +

Commercial Real Estate – +

Infrastructure – +

Sub Classes
Underweight  

Gold – +

Canadian Dollar vs U.S. Dollar – +

U.S. Dollar vs basket of currencies – +

Cash – +

We continue to monitor the above economic and market themes, and believe that maintaining a 
portfolio of high-quality assets is critical to long-term investment success. While there is always 
potential for market volatility, we encourage investors to remain focused on the long-term. We consider 
periods of higher volatility to be normal market behaviour that can help clear excesses, and create 
investment opportunities.

Underweight OverweightNeutral

The information contained herein has been 
provided by TD Wealth 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 oncurrent
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 oth- er 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 perfor- mance. 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 WealthAsset 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 Wealth represents the products and services 
offered by TD Waterhouse Canada Inc., TD 
Waterhouse Private Investment Counsel Inc., TD 
Wealth Private Banking (offered by The Toronto-
Dominion Bank) and TD Wealth Private Trust (offered 
by The Canada Trust Company). TD Asset
Management Inc. is a wholly
owned subsidiary of The Toronto-Dominion Bank. 
All trademarks are the property  of their respective 
owners. ® The TD logo and  other trade-marks are
the property of The
Toronto-DominionBank.

Strategic Positioning
At a Glance

Asset Class
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