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Market Overview 
 
In periods of turmoil, the fight-or-flight instinct 
hardwired into humans shifts focus to manage 
the immediate risk in front of us. Similarly, 
navigating the ups and downs in recent weeks 
has shortened the horizon of focus for many 
investors. We are fielding lots of questions from 
investors on the appropriate near-term levels of 
equity exposure relative to benchmarks. The 
source of the question varies from client-to-
client. Some are looking for a path to rebalance 
equities back to targets, others are 
opportunistically looking to capitalize on lower 
valuations, and some are asking if equity targets 
should be reduced outright.  
 
It is notoriously difficult to time the markets, and 
our response in most instances, is to rely on long-
term strategic targets. Prudent and diversified 
asset mixes have held up relatively well in this 
downturn and we believe it should continue to be 
the primary focus going forward. Investors who 
have established strong investment policies, 
which are aligned with long-term objectives, 
should continue to use them as a guiding star. 

Where strategic asset mixes under this live stress 
test have performed outside of expectations, 
investors may want to consider setting a path for 
re-examining and establishing a more 
appropriate mix for the long-run risk/return 
tolerances.  
 
Where we have asset mix discretion, we continue 
to balance long-term optimism with risk 
management in the short-term. Following our 
long-term asset mix discipline, we rebalanced 
into equity markets at lower levels as equity 
weightings fell in portfolio. As markets have 
rallied, we have taken opportunities to trim equity 
risk back towards benchmarks. The technical 
character of the recent rally seems like a counter 
trend in still risky and volatile markets, rather 
than the all clear signal. As data mounts showing 
that we are likely near the peak in new COVID-19 
cases globally, our focus increasingly turns 
towards structural damage to the economy and 
corporate earnings. Undoubtedly, we will 
continue to see significant negative revisions to 
earnings estimates as analysts lag the 
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immediate impact.  More important for the 
equity market will be the speed of the recovery in 
corporate earnings and the drag that crisis 
precipitated fiscal programs may induce as they 
unwind. Additional areas of caution for us 
include a bumpy path to deploying fiscal 

measures, such as small business loans, and the 
potential for Europe to flare up due to systematic 
stress. Quality remains a mantra for us and 
companies with sustainable earnings will likely 
emerge stronger while many lower quality 
companies may struggle or potentially fail.  

 

 
Asset Class Overview and Outlook 

 

Equities  
 
With March in the rear-view, the first order 
effects from the COVID-19 pandemic such as 
bringing the global economy to a halt and 
declining stock prices can now be analyzed with 
a bit more clarity. But what about second order 
effects?  
 
One topic that has created a lot of discussion is 
the ongoing payment of dividends, especially by 
banks. In Europe and the U.K., policy makers 
have asked banks to refrain from paying 
dividends and share buybacks in an effort to 
ensure they can absorb losses and are able to 
support lending to households and businesses 
during the pandemic. On one hand, everyone 
including banks and their shareholders, should 
be seen to be doing their part for the greater 
good.  However, these capital allocation 
decisions will have knock-on effects. Suspending 
dividends, for whatever reason, is rarely viewed 
positively by investors and it was no surprise to 
see European stock prices come under pressure 
as a result.  Dividends and share buybacks have 
been a main driver of banking stocks in that 
region in recent years. The risk it raises is having 
payout controlled by policy and uncertainty over 

when banks will restart paying dividends in 
Europe. 
 
Outside of Europe, many banks have halted their 
share repurchase programs, and it has been 
deemed by investors as more temporary in 
nature. Given the relatively low dividend payouts 
for U.S. banks and strong capital levels for 
Canadian banks, it is more unlikely dividend 
suspensions (or cuts) will occur in North America, 
although it can’t be completely ruled out. Just 
recently, Jamie Dimon, CEO of JPMorgan Chase, 
said in his annual letter to shareholders that they 
would have to consider suspending their 
dividend ‘under an extremely adverse scenario’. 
 
At TDAM, our fundamental equity investment 
professionals are focused on these as well as a 
plethora of other second order effects due to the 
pandemic and how they could impact each 
holding on a company by company basis. We 
believe that active management will play an 
important role in helping to protect client 
portfolios through this volatile period and also in 
finding opportunities when the global economy 
begins to recover.

 
 

Fixed income  
 
The month of March saw significant volatility 
enter the global financial markets, with fixed 
income not being immune to the rapid repricing 
of financial assets as investors digested the 

growing economic shutdown due to the 
breakout of COVID-19. Markets have shown signs 
of stabilizing in the early days of April, and we 
note that the landscape for credit is meaningfully 
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different given the rapid repricing mentioned 
above. For that reason, we want to take a step 
back and identify where we are now and what 
we are watching for in the coming days and 
weeks ahead.   
 
Looking at corporate credit, Canadian and U.S. 
Investment Grade Corporate bonds saw spreads 
widen significantly, peaking at multi-year levels in 
the last week of March. Even with a rather strong 
rebound in credit spreads since, U.S. and 
Canadian Investment Grade Corporate Indices 
are still wider than pre-Covid-19 levels. This has 
led to an enticing yield story in credit, as 
investment grade corporate credit now yields 
around 3.25% in Canada after peaking at about 
3.7% on March 25. Since the beginning of 2012, 
we have only seen this level reached once, and 
that was back at the end of 2018.  
 
As we have spoken about in the past, we view 
this opportunity in corporate credit as enticing 
and we have been actively increasing our 
allocation to corporate credit across our 
portfolios and teams. We view this as an 
opportunity to potentially add higher yielding 
securities in a time when we expect lower rates 
for even longer as central banks have been 
forced to turn increasingly dovish in an effort to 
cushion the economic impact from COVID-19. 
Internally, we are leveraging our extensive credit 

research teams aiming to ensure that we are 
allocating capital to market segments where we 
see the most significant market dislocations. 
Given the general more supportive tone from risk 
markets and the efforts by central banks to shore 
up liquidity concerns in fixed income markets, we 
have seen corporate issuers return to North 
American markets in record size. This has given 
us the opportunity to increase our allocation to 
corporate credit.  
 
Lastly, over the coming days and weeks investors 
will start to receive hard data which will help 
quantify the actual financial impact of the 
economic shutdown. Upcoming economic data 
releases in the United States and Canada for the 
month of March will help investors to gauge the 
impact to the growth outlooks for these two 
countries. In addition, earnings season gets 
under way on April 20 when 111 S&P500 Index 
companies report Q1 earnings. These earnings 
releases will capture about 1 month of the true 
impact from COVID-19 but will also come with 
guidance and outlook revisions which will be of 
increased importance for investors. Therefore, 
while we have seen a more positive tone in 
recent trading sessions, we note that we expect 
relatively elevated levels of volatility to persist 
over the coming days and weeks as investors 
react to an influx of market data.  
 

 

 
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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