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Market Overview 
 
Investors following the axiom to never fight the 
Fed (U.S. Federal Reserve) have been rewarded 
in April with markets pushing higher after a brief 
period of consolidation. Government and central 
bank actions globally were at unprecedented 
levels for both speed and magnitude. Overall this 
is welcome relief and we are encouraged that 
markets have recovered some of their value from 
the first quarter's losses as equity markets 
arguably overreacted in the face of extreme 
uncertainty.  
 
Admittedly, the pace of the equity rebound has 
surpassed our expectations, although we 
observe that the recovery is still within the 
historic range of relief rallies. Tactically, we are 
focused on the weight of probable outcomes in 
managing portfolios. Current equity market 
levels indicate best-case pricing scenarios for the 
re-opening of economies. With the 

unprecedented levels of central bank and 
government intervention, a "V" shaped recovery 
is not out of the realm of possibility; however, we 
view this as a lower probability outcome 
compared to a period of consolidation, or 
another sell-off. To balance these competing 
forces, we are maintaining neutral to modest 
equity overweight positions in our balanced 
portfolios with a focus on profit taking as 
markets appreciate.  
 
Strategically, we are fortunate to have at our 
disposal a broad tool kit of equity, fixed income 
and alternative strategies. This allows us to 
construct strategic mixes which are diversified in 
their underlying drivers of risk and return. We 
believe the strength of this diversification 
continues to provide positive outcomes as we 
navigate the wide range of potential outcomes.  

 

 
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  
 
A few weeks ago, I discussed how our investment 
teams are having in-depth discussions about 
what the first order and second order effects are 
of COVID-19 on the stocks held in our investment 
portfolios. While at that point it was first order 
effects that were the primary concern, now the 
focus has shifted predominantly to second order 
effects. One of the more significant areas of 
discussion has been global supply chains across 
different industries. 
 
With most economies in lockdown, it is no 
surprise that there has been significant 
disruption in the short term. This has been most 
apparent in products such as medical supplies 
and fresh food where it is not just an increase in 
demand that is creating the strain. We may see 
further disruption in the medium term as global 
economies get back up to speed at different 
points in time. The auto industry is an example 
where the supply chain is complex and may 
need to adjust to manage during the early 
months. 
 
Evaluating medium term adjustments will be 
important when we undertake investment 
decisions; however, as longer term investors, 
there has been greater emphasis on what 
potential evolutionary changes may come about 

in a post-COVID 19 world. One of the main 
discussion points is a move towards localization 
of certain industries deemed to be critical to the 
well-being of a country. For example, the U.S. 
relies on China for over 90% of its antibiotics, 
vitamin C, ibuprofen and hydrocortisone. What is 
the likelihood this remains going forward? In 
France, the pharmaceutical giant Sanofi has 
already announced that it will create a company 
focused on producing pharmaceutical 
ingredients in France. There are other examples 
where potential changes may have global 
benefits. For example, Taiwan Semiconductor 
Manufacturing Co., who supplies silicon to major 
worldwide companies including Apple, recently 
announced a US$16 billion program for 
technology upgrades this year in an effort to limit 
potential disruption in the future. 
 
Trade friction and supply chain resiliency was 
already an issue prior to COVID-19. Does this 
accelerate trends that were already in place? As 
equity investors, our focus is on what the 
implications are on issues such as capital 
expenditure budgets, R&D, profit margins and 
global growth expansion plans. As we have seen 
before, and no doubt will see again, industrial 
change will lead to both winners and losers. 

 

Fixed Income  
 
After a volatile March, fixed income markets 
exhibited greater stability and generated positive 
performance in the month of April. The strong 
performance for fixed income assets was led by 
corporate credit, which finished the month 
almost 50 basis points (bps) tighter. As 
mentioned in our previous communications, 
corporate credit in Canada has been bolstered 
by unprecedented support by the Bank of 

Canada (BoC).  
 
Global policy makers have instituted a significant 
amount of new measures to help combat the 
economic impacts associated with the breakout 
of COVID-19. In the month of April, we saw the 
BoC take action, with a clear goal of supporting 
the flow of capital within the financial markets. 
As the month progressed, we saw the BoC take 
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additional unprecedented action, as the Bank 
introduced the Corporate Bond Purchase 
Program and the Provincial Bond Purchase 
Program. This marked the first time that the BoC 
would step in to help alleviate liquidity constrains 
in the corporate market, further validating our 
thesis that global central banks will continue to 
implement a "whatever it takes" approach as we 
move through this current economic slowdown. 
 
While we have simply summarized the actions 
taken from the BoC to help stimulate the 
economy with accommodative monetary policy, 
we have seen policy makers around the world 
pledge greater fiscal support, aimed at 
supporting citizens through the current 
economic interruption. More recently, we have 
seen the United States work to finalize a deal 
worth an additional $450 billion in fiscal support, 
while leaders in Japan announced plans to give a 
cash payment of 100,000 Japanese Yen to every 
citizen. Coming back to Canada, the government 
has pledged thus far nearly $300 billion in fiscal 
support, worth approximately 13% of GDP. While 
the short-term effect of the fiscal support should 
cushion the impact from COVID-19 related 
economic headwinds, over the longer-term 
investors will have to weigh the impact of 
expanding fiscal deficits. The Canadian 
economy is facing "twin shocks" at this time, as 
Canada is currently combating the economic 
impacts of the virus, as well as a lower oil price 
environment. 
 

Canada's AAA credit rating has come into 
question in recent weeks, as the forecasted 
deterioration in Canada's credit profile is 
expected to be meaningful on the back of these 
shocks. Our credit team has recently provided an 
updated analysis on Canada, in which they 
analyzed the effects of the twin shocks on 
Canada's credit profile. The countercyclical 
spending and fall in economic growth will be a 
clear negative for Canada, though at this time 
our team believes there is a small window for 
Canada to retain its AAA credit rating. Of course, 
maintaining a AAA rating for Canada exhibits the 
ability to maintain prudent financial 
management and long term sustainable fiscal 
dynamics, as Canada provides a relatively high 
standard of living to their citizens even in the 
face of significant headwinds.  
 
As we continue to move through the crisis, 
having the ability to leverage internal credit 
research as a source of knowledge has helped 
uncover meaningful dislocations in the market. 
While we have been able to increase our 
exposure to corporate credit over the last several 
weeks to seek to capitalize on the opportunity in 
corporate credit, we highlight above the work 
our sovereign focused credit analysts have been 
conducting. Our teams continue to take a highly 
collaborative approach when assessing and 
pricing risk in the market place as we seek to 
provide our clients with the highest standards of 
investment excellence.  
 

 

 
Should you have any questions related to your portfolio,  

please reach out to your Advisor or Financial Planner. 
 
 
 
 
 
 
 
 
 
 

RESILIENT 
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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. 
 
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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