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EXECUTIVE SUMMARY

CURRENT ENVIRONMENT
• Tariffs present material risk: a high degree of uncertainty, but damage to real economy may already 

be done

• Fiscal policy will be positive offset to tariffs

• Inflation remains a key risk

• Monetary policymakers challenged to provide support

PERFORMANCE
• Longer term yields rising, spreads compressing

• Added value in 2024 arising from each of interest rate decisions, sector and security selection

• Performance in Q1 2025 in line with benchmark

POSITIONING
• Yield curve: steeper

• Sector: outlook is more balanced
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INTEREST RATE REVIEW INTEREST RATE REVIEW 
As of March 31, 2025 

Source: Bank of Canada, Macrobond 
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PERFORMANCE AND ATTRIBUTION

QTD 1 YR 3 YR 5 YR Since Inception

2.91 1.532.05 8.02 1.62City of Toronto

2.50 0.882.02 7.65 1.10Benchmark *

Added Value 0.03 0.37 0.41 0.65 0.53

* FTSE Canada Universe Bond Index
Inception Date: June 28, 2019
All returns are gross of fees except where noted. Added value may differ due to rounding.

2025 (%) Annualized Returns to March 31, 2025 (%)

Source: Connor, Clark & Lunn Financial Group Ltd.

Source: Connor, Clark & Lunn Financial Group Ltd.
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ECONOMIC AND RATES OUTLOOK
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TARIFFS PRESENT MEANINGFUL RISK

Base case - mild or targeted tariffs

Source: CFIB, Macrobond
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FISCAL POLICY 

Source: IMF World Economic Outlook, CC&L Investment Management Ltd.. As of Mar 31, 25
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Fiscal policy already stimulative or room to expand

2019 2025

• US appears to be drawing concern

• Space is greater in Canada for fiscal support

• There is room – and intent – in many countries to draw on fiscal support
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INFLATION REACCELERATING

Rising inflation expectations suggest continued price pressures

Source: StatsCan, BLS, Macrobond
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BoC to limit further easing in the absence of severe tariffs 

Source: Central banks, Macrobond Source: Bank of Canada, Macrobond
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RISK/REWARD IN CREDIT MORE BALANCED

Room to add exposure as credit spreads widen, but measured approach

Source: FTSE Global Debt Capital Markets Inc, CC&L Investment Management
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Corporate Security Selection

• Valuations tight but more balanced 

• Supply moderating

• Increased weighting in industries where 
corporate balance sheets have room to delever



APPENDIX
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Weightings (%)

Portfolio Benchmark* Over/UnderMarch 31, 2025
Sovereign Bonds 18.5 41.1 -22.5

Provincial Bonds 40.1 34.3 5.8
Corporate Bonds 36.9 24.6 12.3

Corporate AAA/AA 1.2 2.1 -0.9
Corporate A 14.6 11.4 3.2

Corporate BBB 21.1 11.1 10.0

Corporate BB & Lower 0.0 0.0 0.0
Credit Default Swaps 0.0 0.0 0.0

Interest Rate Swaps 0.0 0.0 0.0
Cash & Equivalents*** 4.4 0.0 4.4

Total 100.0 100.0 0.0

Contribution to Duration**
Portfolio Benchmark* Over/Under

2.2 2.5 -0.4
3.6 3.3 0.4
1.5 1.4 0.1
0.0 0.1 0.0
0.5 0.7 -0.2
0.9 0.6 0.3
0.0 0.0 0.0
0.0 0.0 0.0
0.0 0.0 0.0
0.0 0.0 0.0
7.3 7.2 0.1

Average Yield 3.5% 3.3% 0.2%
Average Term (Years) 9.9 9.9 0.0

Average Quality AA AA
*Benchmark: FTSE Canada Universe Bond Index
**Sensitivity measure to change in interest rates
***Cash excluding collateral for derivatives =  4.4%

Portfolio Quarter End

Neutral

Range During Quarter (bps)

10-1

8

Duration Exposure

Portfolio Duration Relative to
Benchmark

Yield Curve Exposure

Contribution to Duration

-20

-10

0

10

20

30

Ba
si

s 
Po

in
ts

< 1 1-3 3-6 6-10 10-15 15-25 > 25

Years

Overall Quality Exposure*

Contribution to Duration

XX

XX

XX

XX

XX

-40

-20

0

20

40

Ba
si

s 
Po

in
ts

AAA AA A BBB <BBB

* Based on FTSE Canada methodology
Source: Connor, Clark & Lunn Financial Group Ltd.

FIXED INCOME STRATEGY
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DISCLAIMER

This report may contain information obtained from third parties including: Merrill Lynch, Pierce, Fenner & Smith Incorporated 
(BofAML), S&P Global Ratings, and MSCI.

Source: Merrill Lynch, Pierce, Fenner & Smith Incorporated (BofAML), used with permission. BofAML permits use of the BofAML indices 
related data on an "As Is" basis, makes no warranties regarding same, does not guarantee the suitability, quality, accuracy, timeliness, 
and/or completeness of the BofAML indices or any data included in, related to, or derived therefrom, assumes no liability in connection 
with the use of the foregoing, and does not sponsor, endorse, or recommend Connor, Clark & Lunn Investment Management Ltd. or 
any of its products.  

This may contain information obtained from third parties, including ratings from credit ratings agencies such as S&P Global Ratings. 
Reproduction and distribution of third party content in any form is prohibited except with the prior written permission of the related 
third party. Third party content providers do not guarantee the accuracy, completeness, timeliness or availability of any information, 
including ratings, and are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results 
obtained from the use of such content. THIRD PARTY CONTENT PROVIDERS GIVE NO EXPRESS OR IMPLIED WARRANTIES, INCLUDING, 
BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE. THIRD PARTY 
CONTENT PROVIDERS SHALL NOT BE LIABLE FOR ANY DIRECT, INDIRECT, INCIDENTAL, EXEMPLARY, COMPENSATORY, PUNITIVE, 
SPECIAL OR CONSEQUENTIAL DAMAGES, COSTS, EXPENSES, LEGAL FEES, OR LOSSES (INCLUDING LOST INCOME OR PROFITS AND 
OPPORTUNITY COSTS OR LOSSES CAUSED BY NEGLIGENCE) IN CONNECTION WITH ANY USE OF THEIR CONTENT, INCLUDING 
RATINGS. Credit ratings are statements of opinions and are not statements of fact or recommendations to purchase, hold or sell 
securities. They do not address the suitability of securities or the suitability of securities for investment purposes, and should not be 
relied on as investment advice.

Source: MSCI. The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any form and 
may not be used as a basis for or a component of any financial instruments or products or indices. MSCI makes no express or implied 
warranties or implied warranties or representations and shall have no liability whatsoever with respect to any MSCI data contained 
herein.  This report is not approved, reviewed or produced by MSCI.
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