
Market Perspectives | Page 1/3 
  
As of June 15, 2020 

 

         Market Perspectives +   10 Minutes  
                                                                                         = Current Insights 

 

From the Desk of  
Robert Vanderhooft    

 
 
 
 
 
 
 

 
 
 
 

 

Market Overview 
 
The fastest bear market in history was recently offset 
by the fastest market recovery in history. Many 
investors were predictably surprised when the 
Nasdaq Composite Index reached an all-time high 
early last week, while the S&P 500 was closing in on a 
new high. Then almost without warning, North 
American markets pulled back sharply later in the 
week. The return of elevated volatility illustrates the 
difficulty of market timing which is likely a reason 
massive amounts of cash now sit on the sidelines.  
 
Also surprising was the 2.5 million jobs added in the 
United States in May, a figure that far exceeded 
expectations. While perhaps a statistical peculiarity in 
some part, the non-farm payroll upside surprise was 
approximately 10 million above consensus estimates 
of 8 million job losses - the largest upside surprise on 
record. Some of the employment gains could be 
attributed to government stimulus programs that 
require employers to hold payrolls in order to qualify 
for program benefits. Job growth over the summer, as 
stimulus programs taper off, will be important to 
monitor before the true depth and duration of higher 

unemployment rates can be determined. Canada 
corroborated the gains, adding almost 290,000 jobs 
in May and the Canadian economy is also benefitting 
from some recovery in commodity prices. Elsewhere, 
the Fed continues to be committed to low rates into 
2022 and we have seen positive signs of fiscal 
coordination by the European Union that are also 
adding to optimistic views.  
 
Sentiment has followed the market gains and upside 
economic surprises, but as witnessed, markets are 
susceptible to spikes in volatility, particularly during 
uncertain times. Fundamentally, we are likely in the 
early stages of an economic recovery with 
containment of COVID-19 increasing in probability; 
however, we are seeing evidence that equity markets 
may have overshot to the upside and are at the 
higher end of fair value --- hence the recent pullback. 
Our bias has been to take profits as appropriate while 
maintaining a moderate overweight to equities. 
Absent any material shifts to the fundamental 
outlook, we will look for opportunities to add to 
portfolio risk on market pullback.

 

 
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  
 
Global monetary and fiscal stimulus measures 
continue to support risk assets and equity markets. 
Recently we've witnessed a sharp rotation to small 
cap outperforming large cap stocks, and value 
outperforming growth stocks. These rotations were 
triggered by signs of economic improvement as some 
data points are registering better than expected. The 
rally has broadened to oil and gas stocks post the 
OPEC+ agreement, and European bank stocks 
following the expanded European Central Bank 
stimulus agreement, and German and French fiscal 
packages. Only time will tell whether these leadership 
trends will have legs.  
  
As the global oil market continues the process of 
rebalancing, the price has rebounded from the 
March/April lows in Brent at around $26 per barrel, to 
the current $40 range. OPEC+ has recently agreed to 
extend the May/June output reduction of  
 

9.6 million barrels per day to the end of July. In terms 
of global oil demand, there is some encouraging news 
coming from China. Oil demand returned to pre-
COVID levels as more people commute using their 
vehicles rather than taking public transit. Chinese oil 
imports reached all-time highs in May, at more than 11 
million barrels per day, up 15% from April. 
  
There are a number encouraging signs of improving 
economic activity as economies re-open. TD Asset 
Management continues to believe that the path of the 
virus could impact the sustainability of the current 
equity market rally and a second wave may lead to 
further volatility in the second half of the year. As a 
result, TDAM's equity portfolios continue to be tilted to 
companies that meet our disciplined investment 
process that include companies that boast solid 
management teams, strong balance sheets and 
longer-term sustainable growth drivers.

 

Fixed Income  
 
As a reminder, the Bank of Canada (BoC) reacted 
swiftly to the crisis, cutting the key overnight interest 
rate three times to 0.25% in March and launching their 
first ever large-scale bond buying program in April. In 
the BoC's latest update earlier this month, the bank 
announced their intention to keep the overnight rate 
at 0.25%, a move that was largely expected as the 
economy remains under pressure. The Bank also 
commented that their open market programs have 
improved market functionality, having their intended 
effect of restoring liquidity and ensuring capital 
continues to flow to corporations across Canada. The 
Corporate Bond Buying Program has been active over 
the last few weeks, as the Bank of Canada continues 
their purchases which are intended to total $10 bn in 
corporate bonds.  
 
The actions by the central banks to restore market 
functionality have clearly led to an improved tone in 
both the United States and the Canadian markets. We 
note that the demand for fixed income instruments 
has reached record levels, as demonstrated by record 
fund flows into investment grade and high yield 

mutual funds in the United States market. The positive 
demand picture should continue to support the rally 
in corporate credit, as investors have rushed to 
reallocate capital to corporate credit given the 
significant rally in equity markets and the relative yield 
advantage of the asset class when compared to near 
record low sovereign yields.  
 
We note that the strong demand for corporate credit 
is a welcomed development, as both the Canadian 
and United States market is seeing record levels of 
new investment grade bonds flood the market. This 
record level of new issuance allows our portfolio 
managers to tactically position portfolios in new and 
liquid corporate securities, leveraging our internal 
credit research teams to allocate capital to specific 
sectors and credits that still offer meaningful relative 
value. As we have mentioned previously, our internal 
credit research team has been a vital asset 
throughout this period of market turbulence. The 
team has been active through the crisis, formally 
reviewing multiple credits a week and maintaining 
constant communication with our portfolio 
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management teams. This work and close 
collaboration has allowed our teams to tactically 
increase our weight in corporate credit, positioning 
our portfolios to outperform as credit spreads 

continue to rebound from the market lows of late 
March.   
  

 
 

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. 
 
Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please read the fund 
facts and prospectus, which contain detailed investment information, before investing. Mutual funds are not guaranteed or insured, their values 
change frequently and past performance may not be repeated. Mutual fund strategies and current holdings are subject to change. 

 
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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