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Macroeconomic Landscape
Global Growth

The global economy has bounced back forcefully in a synchronous manner as major economies fire up their 
engines, with unrelenting policy support instrumental in guiding the economy back to health.

Canada
The Canadian economy is on 
pace for a robust recovery 
in the third quarter. Close to 
two-thirds of jobs lost during 
the lockdown have been 
recouped, while retail sales, 
resale housing, factory sales 
and exports have all regained 
considerable ground. The 
Canadian government has 
vowed to keep the fiscal taps 
open in order to rejuvenate  
the economy in the coming 
year, while the Bank of Canada 
has also deployed its full  
arsenal and pledged its 
continued support. 

United States
The US economy continues 
to power forward. Retail sales 
and business investment are 
back to pre-COVID levels, 
while the housing market has 
been thriving. The consumer 
remains a pivotal source of 
strength. The rebound in hiring 
has fueled income gains and 
savings remain elevated, which 
should cushion the blow from 
fading fiscal support. While the 
third quarter is shaping up to 
be a historic one, the outlook 
for the fourth quarter will hinge 
on renewed government aid to 
avoid an economic relapse. 

International
The European economy has 
emerged from the depths of 
the recession. Factory strength 
has counteracted a tepid revival 
in the services space that has 
been roiled by the latest spike 
in coronavirus cases and a 
flood of new restrictions that 
risk dampening the recovery. 
Japan has been slower to regain 
traction, while risks loom 
large in the UK, with a rising 
virus caseload, newly imposed 
restrictions, expectations for 
mounting job losses following 
the withdrawal of fiscal 
support, and Brexit uncertainty 
threatening a turbulent end to 
the year. 

Emerging Markets
The Chinese economy 
rebounded assertively 
and returned to growth in 
the second quarter as the 
successful containment of the 
coronavirus and an abundance 
of monetary and fiscal support 
emboldened the world’s second 
largest economy. Investment 
has recovered faster than 
consumption. While the factory 
sector has led the charge amid 
aggressive stimulus measures 
aimed at infrastructure 
spending, the revival has now 
widened out more broadly to 
the consumer, with retail sales 
moving back into positive terrain 
for the first time this year.
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Economic Outlook
Synchronous Global Recovery Emboldens the Reflationary Trade

The global economy has staged an impressive comeback, with the 
resumption in activity and pent-up demand sparking a synchronous 
recovery. The timely and assertive response from monetary and fiscal 
authorities has been a critical force in guiding the economy back to 
life. Somewhat worrisome is the latest proliferation of the virus, with 
new cases surging higher across many major economies. Fortunately, 
the subsequent waves have not been accompanied by a sharp rise 
in fatalities and governments have been reluctant to reimpose 
draconian lockdowns, suggesting that we are unlikely to experience 
the same economic destruction witnessed earlier this year. 

Taken together, while the circulation of the virus and ongoing social 
distancing may restrain activity, they will not derail the imminent 
recovery. Until a viable medical solution to quell the pandemic is 
available, the monetary and fiscal impulse will remain a crucial source 
of support. There is reason for optimism: research efforts have been 
ramped up aggressively and there are nine vaccine candidates in the 
final stages of testing, which increases the likelihood of a positive 
outcome that would validate our expectations for a rapid recovery in 
the coming year. 

Investment Strategy

Volatility re-emerged in September as the COVID-19 resurgence and looming uncertainty ahead of the 
US elections sparked some profit-taking. However, we believe that the sheer abundance of policy support 
should restrain any notable downside, while a definitive breakthrough on the medical front and news of 
more fiscal stimulus are catalysts that will guide markets higher. As such, while a near-term correction 
cannot be ruled out, the ingredients for a new bear market are not in place.

The prominent shift in the Federal Reserve’s policy framework has reinforced this view. The obvious 
outcome of the Fed’s more relaxed stance towards inflation is an environment whereby policymakers 
allow the economy to run hot, which implies that interest rates will be pinned lower for longer. The end 
result will be a new cycle of strong and above-trend growth that will follow for the next several years. In 
this reflationary environment, it is likely that equities will make new highs, while commodities and other 
inflation-linked assets should also thrive. 

Global Economy Stabilizes at Healthy Levels

Source: Fiera Capital Corporation
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The global economy has stabilized at reasonably healthy levels after the initial V-shaped bounce. The purchasing manager indices (PMI) for September have corroborated the narrative for 
a synchronous global revitalization in activity. While a resurgence in COVID-19 cases has sparked some tighter restrictions and some softness in the high-touch services space, the factory 
sector remains well-supported in the environment of improved global (China) demand and as factories demonstrate the ability to continue functioning in a socially distanced world. 
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Investment Outlook

Main Scenario | Rapid Recovery Probability 45%

Scenario 2 | Subdued Recovery

Scenario 3 | Economic Stagnation

Probability 30%

Probability 25%

A therapeutic is discovered in the near-term and proves sufficient in gaining control over the proliferation of the virus. As the outbreak 
recedes, sentiment improves drastically and isolationism and social distancing measures abate in accordance. In response, factories and 
services are able to reopen for business in a smooth fashion, while government efforts to bridge the income gap stemming from the 
economic stop prove successful in alleviating the damage to both businesses and consumers. As a result, economic activity snaps back 
dramatically at a rapid pace during the third quarter as confidence is restored and pent-up demand is unleashed, while the lagged impact 
of massive monetary and fiscal stimulus amplifies the rebound through the second half of 2020 and into 2021. As an extended period of 
robust, above-trend growth ensues, newly announced stimulus measures are unlikely (and unnecessary) in this optimistic scenario.

Stringent mitigation efforts prove successful in stemming the spread of the pandemic and flattening the global infection curve, which 
brings about a certain degree of confidence that we are regaining control over the propagation of the disease and its potential growth 
impacts. At the same time, confidence prevails that a viable medical solution to treat the coronavirus will be made available in the 
coming year. As a result, economic activity resumes during the third quarter of 2020 as major economies progressively restart their 
engines, albeit at a slower, more subdued pace. Factories and other workplaces take time to return to full capacity and not every job lost 
during the crisis is won back. As the virus has not yet been completely eliminated, social distancing behaviours are only partially loosened 
and lingering health fears prompts some reluctance from consumers and businesses to re-engage fully, which ultimately restrains the 
magnitude of the economic recovery in the coming year. As the economy will take longer to return to pre-COVID levels under this 
subdued recovery scenario, monetary and fiscal stimulus is almost certain to remain extremely accommodative and policymakers will 
refrain from reining in their supportive measures over the 12-18 month time horizon.

In this downside scenario, no clear medical solution is discovered and social distancing guidance remains. While strict mitigation efforts 
ultimately prove successful in containing the contagion and spur some resumption in economic activity during the summer, the fact 
that the outbreak hasn’t been fully conquered and the risk of a second wave of infections leaves the economy in a vulnerable position, 
with local quarantine efforts necessary for affected areas. Reopening plans are delayed and even reversed, the population goes back into 
partial lockdown mode, and the steep contraction in the second quarter makes way for a stagnant growth environment through 2021 as 
heightened levels of fear and anxiety leave consumers and businesses hesitant to spend until a vaccine is made available. These factors 
become self-fulfilling in that the loss of business revenues and potential for corporate bankruptcies results in job losses that further dampen 
spending intentions and economic activity in the coming 12-18 months. The good news, however, is that the monetary and fiscal impulse 
will remain firmly in place under this dire economic scenario, which inevitably helps to alleviate the economic damage and reduces the 
likelihood of this calamitous outcome.
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Portfolio Strategy

SCENARIOS RAPID 
RECOVERY

SUBDUED  
RECOVERY

ECONOMIC  
STAGNATION

PROBABILITY 45% 30% 25%

TRADITIONAL INCOME (BONDS) -2.4% -0.5% 1.7%

Money Market 0.3% 0.3% 0.3%

Canadian Bonds -3.1% -0.6% 2.0%

NON-TRADITIONAL INCOME 5.0% 2.0% 0.0%

TRADITIONAL CAPITAL APPRECIATION (STOCKS) 6.6% 2.0% -39.3%

Canadian Equity 11.7% 6.1% -41.4%

U.S. Equity 3.9% 4.1% -42.3%

International Equity 2.7% -1.3% -34.6%

Emerging Market Equity 6.7% -4.4% -37.6%

NON-TRADITIONAL CAPITAL APPRECIATION 10.0% 0.0% -5.0%

Matrix of Expected Returns

MINIMUM BENCHMARK MAXIMUM STRATEGY ALLOCATION RELATIVE

TRADITIONAL INCOME 
(BONDS) 10.0% 30.0% 50.0% Underweight 10.0% -20.0%

Money Market 0.0% 5.0% 40.0% Underweight 0.0% -5.0%

Canadian Bonds 0.0% 25.0% 50.0% Underweight 10.0% -15.0%

NON-TRADITIONAL 
INCOME 0% 20.0% 40% Overweight 30.5% +10.5%

TRADITIONAL  
CAPITAL APPRECIATION 
(STOCKS)

10% 30.0% 50% Overweight 37.5% +7.5%

Canadian Equity 5.0% 10.0% 30.0% Overweight 17.5% +7.5%

U.S. Equity 0.0% 7.5% 25.0% Neutral 7.5% 0.0%

International Equity 0.0% 7.5% 25.0% Neutral 7.5% 0.0%

Emerging Markets Equity 0.0% 5.0% 15.0% Neutral 5.0% 0.0%

NON-TRADITIONAL 
CAPITAL APPRECIATION 0% 20% 40% Overweight 22.0% +2.0%

1 Based on a 100 basis point value added objective. The benchmark employed here is based on a model portfolio and for illustrative purposes only. Individual client benchmarks are 
employed in the management of their respective portfolios.

Current Strategy¹
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Fixed Income Outlook
Fixed Income Review

Fixed income markets eked out a positive return during the third 
quarter. Yield curves steepened, with the short end slipping lower as 
central banks pledged to keep interest rates at rock-bottom levels 
for the foreseeable future. At the long end, yields edged higher as 
the global economy regained notable momentum throughout the 

summer and bolstered inflation expectations. Meanwhile, credit 
spreads narrowed as central banks acted as an important backstop, 
which saw corporate exposures outperform their government 
counterparts over the last three months.

Canadian Fixed Income Market Returns | As of September 30, 2020

Source: Fiera Capital Corporation

Investment Strategy

Looking forward, return prospects for the traditional core fixed 
income asset class appear less appealing given our expectation 
for a continuation of the post-pandemic economic revival. As the 
acute phase of the health crisis is now behind us, further declines 
in government bond yields are unlikely from here. As such, bond 
investors could find themselves in a vulnerable position with yields at 
these depressed levels, increasing the risk of capital loss. 

We expect yield curves to steepen in a bond-bearish fashion. 
Policymakers will keep rates anchored at the short end of the curve, 
while our expectation for a recovery in economic activity and the 
corresponding rise in inflation expectations should place some 
upward pressure on the long end of the curve. Importantly, the Federal 
Reserve’s newly announced monetary policy framework suggests 
that the path of least resistance for longer-term bond yields should 
be biased higher, with the increased tolerance for higher inflation 

ultimately placing some upward pressure on the long end. The Average 
Inflation Targeting (AIT) regime hinges on “symmetry” around the 
inflation target and implies that the Fed will allow for an “overshoot” 
of the 2% inflation target to make up for a decade of consistently 
undershooting that same target, which implies that policy rates will 
remain pinned near zero for at least the next three years. 

That being said, the back up in yields will be modest by historical 
standards and will not destabilize economic or financial conditions, 
with the tug of war between increasing government supply and central 
bank demand limiting any notable upside. In this environment, we 
maintain an underweight allocation to fixed income. Within the asset 
class, we maintain a short duration and are positioning for a mildly 
steeper yield curve. While default risks have indeed risen, central banks 
remain fully engaged in supporting credit markets which should see 
some modest spread tightening going forward. 
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Equity Outlook
Equity Review

Global equity markets pushed broadly higher during the third quarter. 
In July and August, risk appetite was buoyant as the relentless policy 
impetus and signs of a synchronous global economic rebound 
propped up prices. However, the rally lost some steam in September 

as investors weighed a resurgence in global COVID-19 cases, the 
stalemate in US fiscal negotiations and political uncertainty ahead of 
the US elections, with the mega-cap tech titans assuming the brunt 
of the selling pressure.
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Equity Market Returns | As of September 30, 2020

Source: Fiera Capital Corporation

Investment Strategy

The outlook for global equity markets remains compelling given 
the new cycle of non-inflationary growth and ample policy support 
– a lucrative combination for stock markets in general. Critically, 
the Federal Reserve’s new monetary policy framework is a game 
changer. The more relaxed stance on inflation and an open-ended 
commitment to keeping rates pinned lower for at least three years 
should see major equity indices make new highs. The ample liquidity 
backdrop will ultimately increase what investors are willing to pay for 
equities, while our expectation for a rapid economic recovery should 
reignite earnings expectations.

The growth versus value proposition is binary in nature and 
comes down to the availability of a viable therapeutic to quell the 
pandemic. Absent a proven medical solution, the latest period of 
growth-oriented outperformance is likely to prevail, with the stay-
at-home, “pandemic trade” inherently positive for the technology 
and consumer discretionary space. Meanwhile, persistent virus 
uncertainty would likely place a cap on longer-term yields and result 
in small discounts for growth stocks that derive a disproportionate 
share of their earnings from long-term cash flows.

Our base case remains that a vaccine becomes available which 
would allow for a swift recovery and accordingly, upward revisions 
to both growth and earnings forecasts. This would facilitate a more 
sustainable rotation from growth to value. 

Stretched valuation discounts and overly pessimistic earnings 
expectations set a low bar for value outperformance, and it won’t 
take much in the way of positive news to boost the performance 
of the economically-sensitive sectors such as resources, financials 
and industrials. Taken together, the pace of economic activity is 
improving, bond yields are forming a bottom, inflation expectations 
are on the rise, the US dollar is weakening, and commodity prices 
are higher. This reflationary environment should disproportionately 
boost the value sectors that have lagged since the March lows. As 
such, we expect more upside in markets that contain a higher cyclical 
exposure, namely the Canadian equity market. 
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Commodities and Currencies

Source: Bloomberg
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Crude oil traded in a narrow range throughout the third quarter 
and ended September hovering below the $40 mark. While the 
second wave of COVID-19 cases plagued the demand outlook over 
the summer months, shuttered North American production (US rig 
counts have dropped dramatically in 2020) and coordinated supply 
controls from OPEC and its allies have proven effective in providing 
some stability in crude markets. Looking ahead, while the near-term 
demand outlook remains fragile given the latest spike in COVID-19 
cases and some re-tightening of restrictions to stem the outbreak, 
our expectation for a rapid recovery in global growth in the next 12 
months should ultimately support the demand backdrop and help 
to alleviate the massive glut in the oversupplied market. At the same 
time, further discipline from OPEC and its allies in keeping output 
restrained and the environment of abundant policy support should 
help to place a floor under prices in the coming year.
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Gold breached a new record as unprecedented policy stimulus 
pushed real yields lower and boosted the allure of the non-interest-
bearing metal. While gold could be prone to some periodic setbacks 
as the economy regains its footing, the bullish narrative remains 
intact. The Federal Reserve’s increased tolerance for higher inflation 
and an extended period of rock-bottom policy rates will keep real 
yields pinned lower, while a structurally weaker dollar and bullion’s 
appeal as a geopolitical and inflation hedge should also lend some 
notable support. 

Copper

U
SD

/P
O
U
N
D

2.0

2.5

3.0

3.5

Sept. 2020Sept. 2019Sept. 2018Sept. 2017

Copper advanced to a two-year high during the quarter amid mounting 
signs of market tightening, thanks to improved global demand 
dynamics and shrinking stockpiles. China’s sharp turnaround has been 
instrumental in spurring demand for the industrial metal, with notable 
resilience in the factory sector. Taken together, the industry-led global 
economic recovery remains firmly on track as factories can continue to 
operate in a socially distanced world, which when combined soft dollar 
conditions should buoy prices in the coming year.
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After trending lower for most of the quarter, the US dollar reversed 
course and gained in September. Meanwhile, the Canadian dollar was 
a major beneficiary of earlier dollar weakness and touched its highest 
level since January, but pulled back as the market mood deteriorated 
at quarter-end. As both the Federal Reserve and the Bank of Canada 
have pledged to keep rates at rock bottom levels for the foreseeable 
future, the direction for currencies will ultimately hinge on the 
outlook for the global economy, crude prices and investor sentiment. 
The countercyclical nature of the US dollar implies underperformance 
as the global economy continues to normalize, as we expect. The 
US rate advantage has also eroded, providing less support for the 
greenback. In fact, the two-year differential between Canadian and 
US bond yields argues for a stronger loonie, while our expectation 
for a broad cyclical recovery and corresponding commodity strength 
should be key tailwinds for the Canadian dollar.
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Forecasts for the Next 12 Months

SCENARIOS SEPT. 30, 2020 RAPID 
RECOVERY

SUBDUED 
RECOVERY

ECONOMIC 
STAGNATION

PROBABILITY 45% 30% 25%

GDP GROWTH 2020

Global -3.90% -3.00% -4.00% -6.00%

Canada -6.50% -5.50% -7.00% -8.00%

U.S. -5.00% -4.00% -5.50% -8.00%

GDP GROWTH 2021

Global 5.10% 6.00% 5.00% 1.00%

Canada 4.80% 5.50% 5.00% 0.00%

U.S. 3.70% 4.50% 4.00% 0.00%

INFLATION (HEADLINE Y/Y)

Canada 0.10% 2.00% 0.75% -1.00%

U.S. 1.30% 2.00% 0.75% -1.00%

SHORT-TERM RATES

Bank of Canada 0.25% 0.25% 0.25% 0.25%

Federal Reserve 0.25% 0.25% 0.25% 0.25%

10-YEAR RATES

Canada Government 0.56% 1.25% 0.90% 0.50%

US Government 0.68% 1.40% 1.00% 0.60%

PROFIT ESTIMATES (12 MONTHS FORWARD)

Canada 1020 1000 900 675

U.S. 156 165 150 105

EAFE 106 110 95 75

EM 74 75 60 45

P/E (FORWARD 12 MONTHS)

Canada 15.8X 18.0X 19.0X 14.0X

U.S. 21.5X 22.0X 23.0X 16.0X

EAFE 17.6X 18.0X 19.0X 14.0X

EM 14.7X 16.0X 17.0X 13.0X

CURRENCIES

CAD/USD 0.75 0.78 0.74 0.65

EUR/USD 1.17 1.18 1.10 1.00

USD/JPY 105.48 115.00 104.00 100.00

COMMODITIES

Oil (WTI, USD/barrel) 40.22 50.00 40.00 20.00

Discussions regarding potential future events and their impact on the markets are based solely on historical information and Fiera Capital’s estimates and/or opinions, and are provided 
for illustrative purposes only. Expected returns are hypothetical estimates of long-term returns of economic asset classes based on statistical models and do not represent the returns of 
an actual investment. Actual returns will vary. Models have limitations and may not be relied upon to make predictions of future performance of any account.
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Contact Us
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MONTREAL
Fiera Capital Private Wealth 
1981 McGill College Avenue  
Suite 1500 
Montreal, Quebec H3A 0H5

T 1 800 361-3499

TORONTO
Fiera Capital Private Wealth 
1 Adelaide Street East 
Suite 600 
Toronto, Ontario M5C 2V9

T 1 800 994-9002

CALGARY
Fiera Capital Private Wealth 
607 8th Avenue SW  
Suite 300 
Calgary, Alberta T2P 0A7

T 403 699-9000

privatewealth 
@fieracapital.com

pw.fieracapital.com

NEW YORK
Fiera Capital Inc. 
375 Park Avenue  
8th Floor 
New York, New York 10152

T 212 300-1600

BOSTON
Fiera Capital Inc. 
One Lewis Wharf 
3rd Floor 
Boston, Massachusetts 02110

T 857 264-4900

DAYTON
Fiera Capital Inc. 
10050 Innovation Drive  
Suite 120 
Dayton, Ohio 45342

T 937 847-9100

LOS ANGELES
Bel Air Investment Advisors 
1999 Avenue of the Stars  
Suite 3200 
Los Angeles, California 90067

T 1 877 229-1500

Europe Asia

LONDON
Fiera Capital (UK) Limited 
Queensberry House, 3 Old  
Burlington Street, 3rd Floor, 
London, United Kingdom W1S 3AE 

T +44 (0) 207 409 5500

FRANKFURT
Fiera Capital (UK) Limited 
Walther-von-Cronberg-Platz 13 
Frankfurt, Germany 
60594

T +49 69 9202 0750

HONG KONG
Fiera Capital (Asia)  
Hong Kong Limited 
Suite 3205, No. 9 Queen’s 
Road Central, Hong Kong

T 852-3713-4800

SINGAPOUR
Fiera Capital (Asia)  
Singapore Pte. Ltd. 
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Singapour 038986 

This document may contain certain forward-looking statements. In some cases, forward-looking statements can be identified by terminology such as “may”, “will”, “should”, “expect”, 
“plan”, “anticipate”, “believe”, “potential”, “continue”, “target” or the negative of these terms, or other comparable terminology. By their very nature, forward-looking statements involve 
inherent risks and uncertainties, both general and specific, and a number of factors could cause actual events or results to differ materially from the results discussed in the forward-looking 
statements. In evaluating these statements, readers should specifically consider various factors that may cause actual results to differ materially from any forward-looking statement.
This document is intended only to provide general information and is not intended to be and should not be construed or relied upon as legal or other professional advice. Fiera Capital 
Corporation assumes no liability by providing this guidance to its clients or any other person or entity. The information provided herein may or may not apply in any particular situation. 
Users should carefully review the guidance included here to determine applicability. The information and opinions herein are provided for informational purposes only and are subject to 
change. The information provided herein does not constitute investment advice and it should not be relied on as such. It should not be considered a solicitation to buy or an offer to sell 
a security. Views expressed regarding a particular company, security, industry or market sector should not be considered an indication of trading intent of any funds managed by Fiera 
Capital Corporation. Performance figures pertaining to composites are aggregations of the performance of one or more client portfolios or pooled funds that represent similar investment 
strategies. Further information on the investment strategy of composites and pooled funds managed by Fiera Capital Corporation or its affiliates can be found at www.fieracapital.com. 
All performance data is time weighted and assumes reinvestment of all distributions or dividends and does not take into account other charges or income taxes payable that would have 
reduced returns. Valuations and returns are computed and stated in Canadian dollars, unless otherwise noted. Past performance is no guarantee of future results and other calculation 
methods may produce different results. Individual account or fund performance will vary. Unless otherwise noted, index returns are presented as total returns, which reflect both price 
performance and income from dividend payments, if any, but do not reflect fees, brokerage commissions or other expenses of investing. The index comparisons in this presentation 
are provided for informational purposes only and should not be used as the basis for making an investment decision. Furthermore, the performance of the composite and the index 
may not be comparable. There may be significant differences between a composite and the indices referenced, including, but not limited to, risk profile, liquidity, volatility and asset 
composition. Information pertaining to Fiera Capital pooled funds is not to be construed as a public offering of securities in any jurisdictions of Canada or otherwise. The offering of units of  
Fiera Capital pooled funds is made pursuant to the funds’ trust agreement and only to those investors in jurisdictions of Canada who meet certain eligibility or minimum purchase requirements. 
Important information about Fiera Capital pooled funds, including a statement of the fund’s investment objective, is contained in their trust agreement, a copy of which may be obtained 
from Fiera Capital Corporation. Unit values and investment returns will fluctuate. Please read the trust agreement of the pooled funds before investing. Pooled funds are not guaranteed, 
their values change frequently and past performance may not be repeated. PW
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