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Market Overview 
 
Long-term investors who have maintained well 
diversified asset mixes found some relief in April 
as equity markets demonstrated considerable 
resilience in rebounding from their lows. For 
context, the S&P 500 Index year-to-date (YTD) 
loss in Canadian dollars is now closer to low 
single digits and the NASDAQ Composite Index is 
hovering near unchanged territory. This is partly 
due to the strength of the U.S. Dollar versus its 
Canadian counterpart as YTD the Canadian 
dollar is down approximately 8% vis-à-vis the US 
dollar. 
  
The improved sentiment has been driven by the 
global flattening in growth rates of new COVID-
19 cases, dialogue surrounding plans to reopen 
economies, advancements in diagnostic testing 
and the potential to treat the virus with anti-
bodies. U.S. monetary policy has expanded on a 
‘‘whatever it takes’’ approach with the 
announcement of rescue programs to support 
investment grade as well as municipal bonds, 
and certain high yield and collateralized debt. 
Equity markets have responded favourably to 

the news and built on an impressive rally from 
the March lows.  
  
While the developments on pandemic 
containment are encouraging, we do not believe 
these events and the recent rally in equities 
suggest an all-clear signal for market risk. With 
potential premature opening of some economies 
there is risk of reacceleration of the virus with 
concomitant implications for economic and 
market risk. Sentiment has swung from extreme 
pessimism to relative optimism in the span of a 
few weeks. The reality often lies in the middle 
and as we now enter earnings season, we should 
have the ability to better assess the degree of 
earnings and balance sheet damage caused by 
the global economic lockdown. With the rebound 
in equities and sentiment driving us closer to ‘fair 
value’ under current implied circumstances, what 
becomes more important for where markets are 
going is how the earnings picture for 2021 and 
beyond emerges from the current murky 
environment. 
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Within asset allocation portfolios we have been 
participating in the rally with a modest 
preference for equities. Given the bounce back 
and our near-term cautious outlook for stocks, as 

well as equity weightings having moved up 
following our rebalancing at lower levels, we 
continue to be disciplined in reducing equities to 
target as markets have advanced. 

 
Asset Class Overview and Outlook 

 

Equities  
 
The abrupt shut-down of many economies 
around the world will result in a significant near-
term decline in economic output and Gross 
Domestic Product. The International Monetary 
Fund recently revised down their estimate for 
global growth to contract by 3.0% in 2020. This is 
much greater than the contraction of 0.1% 
experienced during the 2008-09 Financial Crisis. 
Growth currently is expected to rebound in 2021, 
with global growth estimated to reach 
approximately 5.8%.  
 
The current environment has made it challenging 
to estimate the impact on company forward 
earnings. In some cases, it may be a one-time hit 
to company earnings and in others it will result in 
inventory building and the pent-up demand will 
lead to a delay in revenue. Some companies 
have withdrawn guidance altogether. One thing 
is certain, it will impact every company’s 
earnings in 2020 to some degree, with some 
companies proving more resilient than others. 
There is the added complication of assessing 

changing consumer behavior as a result of the 
pandemic and how this may impact secular 
growth trends or create new ones. This is also 
contributing to a wide dispersion in earnings 
estimates. The FactSet consensus for 2020 
earnings growth for MSCI World is down 
approximately 10% on a year-over-year basis (at 
time of writing). Earnings estimate revisions 
continue to be negatively skewed and may have 
not yet bottomed. 
 
The fundamental equity professionals at TDAM 
are continuously reviewing companies in the 
portfolios along with a list of potential 
candidates that meet their disciplined bottom up 
investment process. This leads to concentrated 
portfolios that consist of companies with 
competitive advantages, skilled management 
teams and the prudent use of leverage. The 
team is currently tilting fundamental equity 
portfolios to companies that can weather 
volatility in the near-term and also have longer 
term sustainable growth drivers.

 
 

Fixed income  
 
Fixed income markets continue to show signs of 
improvement from the periods of heightened 
volatility in mid to late March. As highlighted in 
past write-ups, the intervention by central banks 
into specific segments of credit markets has led 
to a much stronger tone, ultimately driving credit 
spreads tighter through the first week of April. 
Over the past week, the injection of liquidity into 
the Canadian and United States credit markets 

has increased in both size and scale, leading an 
even stronger rally in corporate credit. 
 
The first development came from the United 
States Federal Reserve (The Fed), which 
announced an increase to the size and scope of 
their Primary Market Credit Facility and 
Secondary Market Credit facility on April 9. While 
the initial program was speculated to be able to 
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purchase up to $250bn in Investment Grade 
Corporate Credit, the most recent update 
increased the size of this program to $750 bn. In 
addition, The Fed increased the scope of the 
program to support the high yield market, as the 
program will now buy credits that were recently 
downgraded to high yield from investment 
grade, as well as high yield bond ETFs.  
 
Up until last Wednesday, the support for the 
corporate market in Canada was limited to 
shorter-term funding, through the use of the 
recently initiated Commercial Paper Purchase 
Program. On April 8, Governor Poloz and the 
Bank of Canada (BoC) announced the creation 
of two new programs, the Provincial Bond 
Purchase Program and the Corporate Bond 
Purchase Program. Through these two programs, 
the bank will buy up to C$50 billion of provincial 
debt and C$10 billion of investment grade 
corporate bonds over the coming weeks. These 
measures are significant, not only because this 
marks the first time the BoC is entering these 
segments of the fixed income markets, but this 
size of the program is fairly significant. For 
context, the C$50bn in provincial purchases 
which are set to begin in May represents roughly 
40% of the expected additional borrowing 

needed by provincials to fund additional COVID-
19 related fiscal measures.   We believe these 
measures will further ease liquidity constraints in 
the corporate and provincial markets, while 
easing pressure on Canadian borrowers as they 
look to restart operations in the coming weeks 
and months as economic activity resumes.   
 
The clear commitment from central banks to 
support the flow of capital to corporations 
matches our belief that central banks will 
continue to maintain a "whatever it takes" 
approach to softening the economic impact 
from the pandemic. We continue to view this 
opportunity in corporate credit favourably and 
have been actively increasing our allocation to 
corporate credit across our portfolios and teams 
over the recent weeks. During this time, we have 
been consistently leveraging our credit research 
team to help ensure we are uncovering market 
dislocations that offer longer-term value for 
investors. While we do expect corporate spreads 
to continue to improve from current levels, we 
again caution that volatility should remain 
elevated as investors will ultimately receive an 
influx of hard data quantifying the actual impact 
of the prolonged economic shutdown.  
 

 

 
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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