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Market Overview 
 
Last week U.S. equities broke to the upside 
following multiple weeks of trading in a sideways 
pattern. Optimism over a reopening global 
economy, vaccine advancement, and slowing 
trajectory of new COVID-19 infections, has 
spurred the market's rise.  Unprecedented levels 
of central bank stimulus also remain a tailwind to 
asset valuations. While the recent rebound has 
been sharp, we remain cautious near-term in the 
absence of an "all clear" signal for the global 
economy and as the optimism in equities has 
pushed valuations arguably to the higher end of 
fair value. 
 
Uncertainties around the duration of the 
recession and foggy data on the risks associated 
with a possible second wave of infections, 

remain a headwind for markets.  On the 
geopolitical front, trade rhetoric and tensions are 
rising again between the United States and 
China, which we believe will have longer-term 
implications, and may turn into rallying cry for 
the GOP in the upcoming U.S. presidential 
election cycle.  
 
In our asset allocation portfolios, we have 
participated in the rally with a modest equity 
overweight but are now focused on tactical 
levels at which to trim back to benchmark 
weights. Over the long-term we favour U.S. large-
cap growth equities but we are cognizant of the 
potential for a short-term reversal in leadership, 
given their degree of outperformance.  

 
 

 
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  
 
Dividend strategies have come under greater 
scrutiny over the last few months as they have 
generally underperformed the broader market. 
Many dividend stocks are in sectors that are less 
resilient to a sudden shock in economic activity 
(i.e. Energy and Real Estate) and have less 
representation in sectors such as Information 
Technology which has been a clear winner 
during this pandemic. Across all regions, there 
have already been announcements of dividend 
suspensions or cuts and for those that continue 
to pay their dividend, the prospects for dividend 
growth has become less certain.  
 
Amongst our equity portfolios, at TDAM we 
manage a suite of ‘Income & Growth’ portfolios 
that apply the general philosophy of sustainable 
growth but with a greater focus on dividend 
paying companies. This balance of income and 
growth has provided a base of strong risk 
adjusted returns over the 20+ years of 
experience in managing these portfolios. One 
interesting aspect of these portfolios is that they  
 

are concentrated portfolios with an equal target 
weight for each holding. Therefore, every holding 
in the portfolio has to be a true best idea for 
consideration. While some stocks have a high 
dividend yield with lower growth (i.e. earnings or 
cash flow), some have a more balanced aspect 
and some even have a low current dividend 
payout with higher growth prospects. It is this 
balance that can provide diversification benefits 
allowing our strong stock selection skill to shine 
through.  
 
It is extremely rare in these portfolios to own a 
stock that does not pay a dividend, but the 
flexibility is there to do so. In the current 
environment, some of the secular growth stocks 
within sectors such as Information Technology 
would contribute favourably to the overall 
portfolio characteristics. As such, the portfolio 
managers are currently considering a few 
potential candidates. This is just another 
example of being flexible in uncertain times but 
at the same time maintaining the long-term 
philosophies we hold in high regard.  

 

Fixed Income  
 
Additional efforts to combat the pandemic 
driven contraction in economic activity have 
instead turned to the implementation of market 
functionality initiatives. As programs like the 
Bank of Canada Corporate Bond Buying 
Program have gotten underway in May, we have 
seen the rally in Canadian corporate credit 
actually lose steam. To add context, in the United 
States corporate credit rallied by ~20 bps in May 
as U.S. equities continue to rise, though in 
Canada the corporate index is essentially flat. 
We believe this has much to do with the 
technical overhang in the Canadian market, as 
issuers are flooding the market with new 
corporate supply. 

 
In Canada, 2020 corporate issuance has already 
surpassed the $100bn mark, after totaling $108 
bn in the full-year 2019. The flood of new 
issuance comes as issuers seek to build capital 
on their balance sheets to help them navigate 
through the current period of economic 
headwinds, and in fact exhibits the successful 
implementation of market functionality based 
initiatives from the central bank as issuers are 
able to access capital at record levels. While in 
the short-term this has led to a Canadian 
corporate credit market lagging, we believe the 
longer-term effects are positive from a 
fundamental perspective.   
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In addition, the record level of new issuance 
allows our portfolio management teams to 
tactically position portfolios in new and liquid 
corporate securities. This also provides an 
opportunity to increase the relative quality of our 
portfolios, as our teams look to position in higher 
quality sectors that face less headwinds as we 
move through and out of this period of negative 
economic growth. As mentioned previously, our 
internal credit research team has been a vital 
asset throughout this period of market 

turbulence. While our team of experienced credit 
analysts perform deep fundamental analysis on 
individual issuers, they have also provided our 
portfolio management teams with sector 
outlooks, identifying individual industries that are 
facing varying degrees of headwinds and 
tailwinds. This work and close collaboration with 
our portfolio management team has enabled us 
to tactically increase our weight to corporate 
credit without sacrificing the overall fundamental 
credit quality of our portfolios.  
 

 

 
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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