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12/03/2014Inception date

3125.9 AUM (millions in CAD)

0.55% Management fee

0.78% MER

Bloomberg Barclays 
Multiverse (Hgd to 
CAD) 

Benchmark

Multi-Sector Fixed 
IncomeCIFSC category

LowRisk rating

Konstantin Boehmer Lead portfolio manager

2003 Investment exp. since

• Seeks a positive total return with low volatility over a market cycle and 
throughout various economic environments. 

• Benchmark agnostic and flexible across the entire fixed income 
spectrum, managed within a credit focused framework, employing 
additional sources of alpha: tactical duration, dynamic allocation and 
credit management. 

• The neutral currency exposure is 100% hedged back to CAD, however 
currency positions can be used tactically for alpha and to manage overall 
risk in the portfolio (generally no more than 10% to 15% open positions). 

• Uses an "always-on" hedging strategy to manage the downside risk 
associated with the High Yield bond exposure (riskiest sleeve). 
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Portfolio characteristics Asset allocation 

Maturity breakdown

Currency exposure

Performance metrics (3 year trailing) Geographic allocation

Credit breakdown

NetGrossCurrency

92.2  32.9 CAD 

5.7  55.7 USD 

2.1  11.4 Other 

BenchmarkPortfolioMetrics

5.9  5.0 Standard Dev. 

-0.7  -0.4 Sharpe Ratio 

-2.7 Tracking Error 

-0.7 Information Ratio 

-1.0 Alpha 

-0.8 Beta 

-90.8 Upside Capture (%) 

-68.0 Downside Capture (%) 

BenchmarkPortfolioAsset

23.934.1 Investment Grade 
Corporate 

65.88.1 Government Bonds 

-6.2 Emerging Markets 

-25.8 High Yield 

-7.8 Loans 

-8.1 Cash & Equivalent 

10.39.9 Other 

PortfolioRatios & metrics

6.3 Fund Avg Yield 

4.9 Fund Mod. Dur 

BBB Fund Rating 

94.2 Average Price 

4.9 Average Coupon 

10.6 Average Term 

BenchmarkPortfolio Rating

21.4  6.6 AAA 

30.7  22.4 AA 

30.3  8.0 A 

13.6  25.5 BBB 

2.4  16.4 BB 

1.1  15.3 B 

0.4  3.4 CCC & Below 

-2.8 NR 

WeightCountry

76.6 North America 

8.4 Europe 

2.2 LATAM & Caribbean 

12.8 Other 

Benchmark Portfolio Bucket

23.8   36.6  0 to 3 

31.1   33.9  3 to 7 

19.6   14.8  7 to 15 

25.5   14.7  15+ 
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Commentary

Coming into the third quarter, we focused on four key macro themes impacting macro fixed income and cross-asset 
markets: Biden’s ability to recover after June’s poor debate performance, uncertainty over the Fed’s willingness to cut 
rates, markets not properly pricing the BoJ’s July meeting outcome, and concerns over cross-asset volatility. The 
volatility event around late July/early August was significant but not unexpected, driven by the BoJ’s surprising policy 
rate hike and the Fed opting not to cut rates on July 31st. Powell’s late-August Jackson Hole speech indicated a desire 
for a larger rate cut in September, leading to a debate about the reasons behind the 50bp cut.

Heading into the fourth quarter, several macro events have caused the market to rethink the narrative. The US east 
and gulf coast dockworkers strike is on hold, but sticky wages and services prices suggest too much easing was priced 
into the curve. China is attempting to reflate its economy, and the risk of strife in the Middle East could impact oil 
production and prices. The US economy appears strong, with Q3 real GDP estimates around 2.5-3.0% and preliminary 
Q4 estimates not far below. September’s booming non-farm payrolls report has solidified the view that lower yields 
may not be sustainable.

The Canadian fixed income outlook is fascinating as Canadian duration has been bid most of the year, with the 
expectation that Canada’s economy will underperform, and the Bank of Canada will continue to ease rates 
aggressively. The median Canadian consumer is faring worse than the median US consumer, and this outlook is likely 
to continue due to a weaker housing market, more indebted households, worse productivity metrics, and a higher 
structural unemployment rate. The BoC’s policy rate typically does not sway far from the Fed’s, but we could be 
entering a period of significant policy differential.

Japan is likely to continue bucking the global easing trend despite the upcoming election. The BoJ is expected to move 
further towards normalizing rates, with a potential 25bp hike this year. Domestic inflation and output data support 
this move, and recent commentary from PM Ishiba is seen as election fodder.

China’s recent stimulus measures are significant, both from a policy and optics perspective. The stimulus includes 
cutting short-term policy rates, economic policy announcements, helicopter money to 14% of households, and forward 
guidance on further rate cuts and fiscal stimulus. This suggests senior leaders are aware of the economic malaise and 
plan to act. Additional fiscal measures are expected, potentially providing support to the consumer and recalibrating 
market sentiment, particularly in higher beta risk assets.

The US election is a major upcoming macro event. The race for the White House is too close to call, with Harris’ 
momentum stalling and Trump being a strong finisher. The outcome remains uncertain, with key swing states playing 
a crucial role. A split Congress is likely, leading to increased Executive Order action from the Oval Office. For markets, 
a Trump outcome could drive concerns over China, global tariffs, and Fed independence. A Trump win may not 
translate into a stronger USD and could lead to more right-of-center nominees for policy seats and judges. A balanced 
Congress could mitigate concerns over fiscal spending and Treasury issuance.

For global macro and fixed income markets, the election outcome will be significant, with potential impacts on 
sectoral perspectives and policy directions. The Fed’s future leadership and policy stance will also be crucial factors to 
watch.

The US high yield bond market returned 5.28% in the third quarter of 2024, continuing a robust start to the year. 
Although CCCs underperformed much of the year due to the increased prevalence of Liability Management Exercises, 
they rebounded sharply in Q3 driven by M&A activity in the Cable and Telecom sectors. The strong backdrop for high 
yield, alongside strength in the broader bond markets into the start of the US rate cutting cycle, led to a significant 
boost in primary markets.

If the economic backdrop continues to be supportive for the Fed to continue the rate cutting cycle, the high yield 
market yield of 7.21% looks interesting for investors willing to take the extra credit risk at this point in the cycle.  With 
that being said, from a spread perspective there is a relatively limited amount of buffer over treasury yields to 
compensate investors for the aforementioned credit risk. The recent uptick of company liability management 
exercises (LME) is also a risk worth paying attention to, as overleveraged companies lean on creditors to fix 
unsustainable balance sheets in lower rated and distressed parts of the market. 
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Commentary

Our team preference is for higher-quality high yield exposure and are positioned accordingly with a growing weighting 
to the BB and BBB-rated category. We’re also finding attractive opportunities in other areas of the fixed income market 
that we feel may offer attractive risk-return characteristic and diversification opportunities for our mandates such as; 
Private Credit, the US Cannabis debt market, and the Hybrid/LRCN markets. We do expect that credit selection will grow 
in importance through the year and an increased focus on corporate earnings and fundamentals at these tighter spread 
levels and end of cycle conditions.

Contributors:
-Overweight investment grade corporate bond risk
-Overweight high yield corporate bond risk 
-Overweight South Africa Government bonds 
-Overweight private credit
-LRCN/HYBRID exposure

Detractors:
-Put protection hedging
-Overweight inflation-linked bonds
-Open currency exposure 

Looking ahead to the fourth quarter, expectations for additional rate cuts by the Fed and other central banks should 
create a supportive environment for spread sectors as well as for government bonds poised to benefit from further 
policy easing. However, geopolitical risks and the upcoming U.S. elections could introduce increased volatility in fixed 
income markets.

Credit spreads remain tight, and we prefer to be invested in high-grade (low beta) Corporate Bonds at the short end of 
the curve. We prefer the Canadian curve over the US curve in this sector. Continued rate cuts are the base case for 
Canada and so there is still further potential for significant price appreciation of these securities. We remain negative on 
the long end of the Canadian market with 30y Canadian bonds offering almost no additional yield to 2-year bonds, but 
substantially more price risk.
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Commissions, trailing commissions, management fees, and expenses all may be associated with mutual fund investments. Please 
read the prospectus before investing. The indicated rates of return are the historical annual compounded total returns as of 
September 30, 2024 including changes in share value and reinvestment of all distributions and does not take into account sales, 
redemption, distribution, or optional charges or income taxes payable by any security holder that would have reduced returns.
Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated. Index performance 
does not include the impact of fees, commissions, and expenses that would be payable by investors in the investment products that 
seek to track an index. 

This document may contain forward-looking information which reflect our or third party current expectations or forecasts of future 
events. Forward-looking information is inherently subject to, among other things, risks, uncertainties and assumptions that could 
cause actual results to differ materially from those expressed herein. These risks, uncertainties and assumptions include, without 
limitation, general economic, political and market factors, interest and foreign exchange rates, the volatility of equity and capital 
markets, business competition, technological change, changes in government regulations, changes in tax laws, unexpected judicial
or regulatory proceedings and catastrophic events. Please consider these and other factors carefully and not place undue reliance 
on forward-looking information. The forward-looking information contained herein is current only as of September 30, 2024. There
should be no expectation that such information will in all circumstances be updated, supplemented or revised whether as a result of
new information, changing circumstances, future events or otherwise.

The content of this commentary (including facts, views, opinions, recommendations, descriptions of or references to, products or 
securities) is not to be used or construed as investment advice, as an offer to sell or the solicitation of an offer to buy, or an 
endorsement, recommendation or sponsorship of any entity or security cited. Although we endeavour to ensure its accuracy and 
completeness, we assume no responsibility for any reliance upon it. 

Percentile rankings are from Morningstar Research Inc., an independent research firm, based on the Canada Fund Multi-Sector 
Fixed Income  category and reflect the performance of the Mackenzie Unconstrained Fixed Income Fund for the 3-month, 1-, 3-, 5-
and 10-year periods as of September 30, 2024 . The percentile rankings compare how a fund has performed relative to other funds 
in a particular category and are subject to change monthly. The number of Canada Fund Multi-Sector Fixed Income  category funds 
for for each period are as follows: one year - 274; three years - 260; five years - 223; ten years - 76. 

© 2024 Morningstar. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar and/or its content 
providers; (2) may not be copied or distributed; and (3) is not warranted to be accurate, complete or timely. Neither Morningstar 
nor its content providers are responsible for any damages or losses arising from any use of this information. Past performance is 
no guarantee of future results.

Morningstar data is shown as of the most recent reporting period by each fund family. Allocations may not equal 100% and will vary 
overtime. Assets contained within “Other” category are not classified by Morningstar. All information presented in this tool is for 
informational purposes only and is not intended to be investment advice. The information is not meant to be an offer to sell or a 
recommendation to buy any investment product. Unless otherwise noted, performance is shown before sales charge. For more 
fund information, click the POS Documents link.

All information is historical and not indicative of future results. Current performance may be lower or higher than the quoted past 
performance, which cannot guarantee results. Share price, principal value, and return will vary, and you may have a gain or a loss 
when you sell your shares. Performance assumes reinvestment of distributions and does not account for taxes. Performance may 
not reflect any expense limitation or subsidies currently in effect. Short-term trading fees may apply. To obtain the most recent 
month-end performance, visit Morningstar.com.

This material is for informational and educational purposes only. It is not a recommendation of any specific investment product,
strategy, or decision, and is not intended to suggest taking or refraining from any course of action. It is not intended to address the 
needs, circumstances, and objectives of any specific investor. Mackenzie Investments, which earns fees when clients select its 
products and services, is not offering impartial advice in a fiduciary capacity in providing this sales and marketing material. This 
information is not meant as tax or legal advice. Investors should consult a professional advisor before making investment and
financial decisions and for more information on tax rules and other laws, which are complex and subject to change.

© 2024 Mackenzie Investments. All rights reserved.


