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Fixed Income Forecast
The TD Wealth Asset Allocation Committee (“WAAC,” “we”) is modest underweight fixed income 
as an asset class. We expect bond yields to remain in a range near current low levels, as global 
growth expectations continue to be subdued and markets price in rate cuts for the coming years. 
Yields declined throughout 2019, driven by a wave of easing and dovish central bank policies across 
the globe as policy makers appear committed to using accommodation to sustain the economic 
expansion. Although currently underweight, we continue to believe that bonds remain an important 
component of multi-asset class portfolios as they help provide diversification and stability.

Domestic  
Government Bonds  
(Modest underweight)

• Yields declined throughout 
2019, driven by a wave of 
easing and dovish central bank 
policies across the globe

• Bond yields to remain in a 
range near current low levels, 
as global growth expectations 
remain subdued

Investment Grade 
Corporate Bonds  
(Neutral)

• With Investment Grade 
Corporate bonds at full 
but fair valuation levels, 
we see a supportive 
backdrop allowing for 
continued incremental 
yield advantage over 
government bonds

Inflation-Linked 
Bonds  
(Modest overweight)

• While a surge in 
inflation is not 
expected, insurance 
is inexpensive for 
investors looking to 
protect against a rise 
in interest rates

High Yield Bonds 
(Neutral)

• High Yield bonds continue 
to offer an attractive 
yield advantage over 
government bonds and we 
remain positioned with an 
emphasis on liquidity and 
quality in our portfolios

Underweight OverweightNeutral

Fixed Income
(Underweight)

Domestic Government Bonds – +

Investment Grade Corp. Bonds – +

Inflation-Linked Bonds – +

High Yield Bonds – +

Global Bonds — Developed Markets – +

Global Bonds — Emerging Markets – +

2020

Global Bonds – 
Developed Markets 
(Maximum underweight)

• Low or negative nominal 
and real yields in Europe 
and Japan are not 
compelling from a risk-
reward perspective

Global Bonds – 
Emerging Markets  
(Neutral)

• Discrete opportunities 
exist in emerging market 
sovereign debt amid broader 
volatility. Asymmetrical risks 
exist and require focused 
analysis and monitoring



Part of the WAAC’s mandate is to highlight risks and opportunities on the horizon. 
Below are some of the factors we will be watching in 2020. 

What We’re 
Monitoring Potential Implications

Moderated 
global 
economic 
growth

Yields to remain in a range near current low levels, as global growth expectations 
continue to be subdued. 

Slowing economic conditions could lead to corporate spread widening,  
particularly for companies with weaker balance sheets.

Central Bank 
easing 

Central Banks globally have provided increased stimulus. This backdrop remains 
supportive of a lower for longer yield environment.

Geopolitical 
concerns

Concerns continue to dominate the geopolitical landscape. These include:  
U.S.-China trade, Brexit uncertainty, conflict in the Middle-East, populist 
destabilization of international institutions, and the decline in trust of governments.

Valuations 
Valuations remain on the full side of fair. Given the decrease in recession risk due to 
continued central bank support, corporate securities continue to provide increased 
income in a low-income environment.
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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. All trademarks are the property of their respective owners. ®The TD logo and other trademarks are the property of The Toronto-Dominion Bank.


