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Markets Review

1
Further information. Watch the Investment Outlook video – access code: aon!

Further information.
Watch the Investment Outlook video – access code: aon!
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https://site-494121.bcvp0rtal.com/detail/video/6319370551112/market-outlook?q=market%20outlook
https://site-494121.bcvp0rtal.com/detail/video/6319370551112/market-outlook?q=market%20outlook
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Capital Markets Overview 
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Sources: S&P, MSCI, FTSE. Unless it's otherwise stated, gross CAD returns are shown in this report. GREFI is updated as of Q2 2025. 

4 
Past performance is no guarantee of future results. Indices cannot be invested in directly. Unmanaged index returns assume reinvestment of any and all distributions and do not reflect fees and 
expenses. MSCI net return assumption: foreign tax withholding rate from dividends are deducted before investing. GREFI - Global Real Estate Fund Index: returns are stated in local currency 
and updated on a quarterly lag basis. 
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Capital Markets Overview 
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expenses. 
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Capital Markets Overview 
U.S. Equity 
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Capital Markets Overview 
Global Equity 
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7
Past performance is no guarantee of future results. Indices cannot be invested in directly. Unmanaged index returns assume reinvestment of any and all distributions and do not reflect fees and 
expenses. 
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Capital Markets Overview 
Global Equity 
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Past performance is no guarantee of future results. Indices cannot be invested in directly. Unmanaged index returns assume reinvestment of any and all distributions and do not reflect fees and 
expenses. 
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Capital Markets Overview 
Fixed Income 
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Past performance is no guarantee of future results. Indices cannot be invested in directly. Unmanaged index returns assume reinvestment of any and all distributions and do not reflect fees and 
expenses. 
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Quarterly Investment Outlook 
A Summary of our Thoughts 

Key Highlights 

Economic Outlook 
A prolonged government shutdown is adding to the list of uncertainties around the U.S. 
economy. The U.S. labour market was already decelerating but it is being driven by both 
supply-side factors (lower net immigration) and elevated uncertainty, making companies 
reluctant to hire. We still think the chances of a recession in the U.S., Canada, UK, or Euro-
Area starting in the next 12 months is around 25% for each economy. 

Market Risks 
Our base case is that the White House will have significantly more influence over monetary 
policy in 2026. Looser monetary policy creates upside risk to growth, inflation, and more 
speculative assets, but if inflation expectations become unanchored, the Fed may be forced 
to implement rate hikes in 2027. 

Investment Strategy 
With tight credit spreads and a less discriminating market, we believe active management is 
key to enhancing risk-adjusted returns. We also continue to encourage exploring alternative 
strategies within credit beyond traditional corporate bonds. 

Actions to consider 
• Review credit exposures ABS has done well, look to take profits. 

• Accelerate de risking to take advantage of elevated equity prices. 

• Diversify return sources through alternative credit and hedge fund strategies. 

1 
Preferred ideas 

Diversifying Hedge funds 
Conservative hedge funds for 
resilience in volatile markets. 

2 Alternative credit strategies 
Spreads on fixed income indices have 
contracted to levels where there is 
significant asymmetry for corporate 
IG. Even securitized credit which 
offered much higher spreads is less 
exciting now. For some investors bar-
belling credit exposure might be the 
answer. Have less credit overall but 
make the credit you do have work 
harder by allocating to semi-liquid 
and private strategies. 

3 Private market allocations 
Private markets continue to offer 
significant liquidity risk premia 
which, with other risk premia 
compressed, makes them relatively 
attractive. 

10 
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Executive Summary – Sinking Fund and Long-Term Fund 

Performance (%) 
Market value Fees Objective Action 

Quarter 1 Year 4 Year ($000) (bps) Met Required 

Sinking Fund Return 

Sinking Fund Benchmark 

Value Added 

2.4 

2.9 

-0.5 

3.4 

4.9 

-1.5 

1.5 

2.5 

-1.0 
2,932,431 13.7 No No 

Long Term Fund Return 

Long Term Fund Benchmark 

Value Added 

2.7 

3.2 

-0.5 

5.4 

6.9 

-1.6 

3.3 

4.0 

-0.7 

6,418,306 16.2 No No 

Proprietary and Confidential 
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of 30 September 2025 ($000) 

AON 

Global Equity 
$632,570 

Canadian Fixed lnoome 
$2,122,488 

Real Estate 
$1 66,025 

Cash Equivalent 
s, 1,348 

0_0% 

Global Equity 
Canadian Fixed Income 
Real Estate 
Cash Equivalent 
Total Fund 

8_0% 16_0% 24.0% 

Market Market 
Value Value 
($000) (%) 
632,570 21.6 

2,122,488 72.4 
166,025 5.7 

11,348 0.4 
2,932,431 100.0 

32.0% 40 .0% 

■ Target Allocation 

Target 
Allocation 

(%) 
20.0 
70.0 
10.0 
0.0 

100.0 

48 .0% 56.0% 64.0% 72.0% 80.0% 88.0% 96.0G/4 

■ Actual Allocation 

Differences 
Minimum Maximum 

Within 
(%) Allocation Allocation Range 

(%) {%) 
1.6 0.0 30.0 Yes 
2.4 50_0 100.0 Yes 

-4.3 0.0 15.0 Yes 
0.4 0.0 5.0 Yes 
0.0 

Asset Allocation Compliance – Sinking Fund 
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As of 30 September 2025 ($000) 

Global Equity 
$1,498,986 

Canadian Fixed Income 
$4,545,272 

Real Estate 
$353,696 

Cash Equivalent 
$20,352 

0.0% 

0.3% 

0.0% 8.0% 

Global Equity 
Canadian Fixed Income 
Real Estate 
Cash Equivalent 
Total Fund 

16.0% 240% 

Market Market 
Value Value 
($000) (%) 

1,498,986 23.4 
4,545,272 70.8 

353,696 5.5 
20,352 0.3 

6,418,306 100.0 

32.0% 40.0% 

■ Target Allocation 

Target 
Allocation 

(%) 
20.0 
70.0 
10.0 
0.0 

100.0 

480% 56.0% 640% 72.0% 80.0% 88.0% 96.0°/4 

■ Actual Allocation 

Differences 
Minimum Maximum Within 

(%) Allocation Al location Range 
(%} (%) 

3.4 0.0 30.0 Yes 
0.8 50.0 100.0 Yes 

-4.5 0.0 15.0 Yes 
0.3 0.0 5.0 Yes 
0.0 

Asset Allocation Compliance – Long Term Fund 
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Strategy Performance 

Strategy Rating 

Value Added (%) 

Quarter SI* 

Action 
Required 

Addenda LDI Buy 0.4 0.3 No 

Fiera LDI Buy 0.2 0.3 No 

CC&L Core Fixed Income Buy 0.2 0.6 No 

Leith Wheeler Core Fixed Income Buy 0.2 0.6 No 

Pier 21 Global Equity Buy -4.0 -3.0 No 

Oakmark Global Equity Buy -4.4 -5.0 No 

Fiera Global Focused Equity Buy 0.6 -1.0 No 

LGIM Multi-Factor Global Equity Buy -3.4 -3.5 No 

UBS Global Real Estate Buy -0.9 -5.1 No 

CBRE Global Alpha Buy -4.0 -4.1 No 

*Since Inception Dates: 
▪ Addenda LDI, Fiera LDI, CC&L Core Fixed Income, Leith Wheeler Core Fixed Income: 7/1/2019 
▪ Pier 21 Global Equity, Oakmark Global Equity: 11/1/2019 
▪ Fiera Global Focused Equity: 2/19/2020 
▪ LGIM Multi-Factor Global Equity: 12/14/2020 
▪ UBS Global Real Estate: 7/1/2024 
▪ CBRE Global Alpha: 12/5/2024 

Proprietary and Confidential 
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3 
Manager Updates 



Manager Updates 

Manager Name Quarterly Update ESG Rating 

Addenda 
• Dan Lavrix (Senior Portfolio Manager, Core Fixed Income) and François Côté (Assistant 

Portfolio Manager, Corporate Bonds) have left the firm to pursue new opportunities. 
Integrated 

CC&L • No significant updates impacting City of Toronto Integrated 

Leith Wheeler • No significant updates impacting City of Toronto Integrated 

Pier 21 (C. Worldwide) • No significant updates impacting City of Toronto Integrated 

LGIM • No significant updates impacting City of Toronto Advanced 

Fiera 

• Additions: 
Jay Li, Senior Equity Analyst and Portfolio Manager, Public Markets, August 2025. 
• Departures: 
Imran Chaudhry, Senior Portfolio Manager, Fixed Income, Public Markets, July 2025 
Kon-Yu Lau, Senior Portfolio Manager, Fixed Income, Public Markets, July 2025 

Integrated 

UBS • No significant updates impacting City of Toronto N/A 

CBRE • No significant updates impacting City of Toronto Integrated 
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ESG Rating Scale 

The rating assesses the integration of financially material ESG risk 
factors into the investment decision-making process. 

The ESG factor is assigned a rating and can be interpreted as follows. 

Rating Description 
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Advanced (A) The fund management team demonstrates an advanced awareness of 
potential ESG risks in the investment strategy. The fund management 
team can demonstrate advanced processes to identify, evaluate and 
potentially mitigate these risks across the entire portfolio. 

Integrated (I) The fund management team has taken appropriate steps to identify, 
evaluate and mitigate potential financially material ESG risks within the 
portfolio. 

Limited (L) The fund management team has taken limited steps to address ESG 
considerations in the portfolio. 

Not applicable (N/A) ESG risks and considerations are not applicable to this strategy, for 
example, on the grounds of materiality or asset class relevance. 

18 
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4
Market Outlookaccess code aon!

Market Outlook
access code

aon!

Subscribe to the Aon Retirement Investment Solutions website by clicking the icon.

Subscribe to the Aon Retirement & Investment 

Solutions website by clicking the icon.

••• 

I 

AON 

https://site-494121.bcvp0rtal.com/detail/video/6319370551112/market-outlook?q=Market%20outlook
https://insights-north-america.aon.com/ca-en/investment
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Thought Leadership Summary 
Click the icon to read the associated paper 

Managing through Today’s 

Environment for Illiquid Assets 
In this paper we address three questions on 
managing illiquidity risk: 

1. What are institutional investors 
experiencing today with respect to their 
illiquid assets? 

2. How should institutional investors assess 
portfolio risk when illiquid assets exceed 
their target allocations? 

3. What should institutional investors do to 
manage their exposures to illiquid assets? 

The Optimal Outsourced Chief 
Investment Officer 
Institutional investors face an array of 
challenges in managing their investment 
programs including volatile capital markets, 
evolving investment strategies, and growing 
operational complexities. The following 
articles illustrate how OCIO can help with 
these challenges. 

• OCIO: The Key to Navigating Volatility 

• Unlock the Potential of Alternative 
Investments with an OCIO 

• How an OCIO Can Help Improve 
Governance and Manage Complexity 

Passively Becoming Active 
• Passive investing has gained significant 

popularity over the past decade, offering 
potential low-cost exposure to broad 
market indices. 

• However, institutional investors need to be 
aware of potential biases associated with 
passively tracking capitalization-weighted 
indices, particularly in terms of 
concentration risk. 

• Investors are in danger of passively 
becoming active. 

20 

https://insights-north-america.aon.com/ca-en/investment
https://insights-north-america.aon.com/ca-en/investment/passively-becoming-active-whitepaper
https://www.aon.com/en/insights/articles/outsourced-chief-investment-officer-the-key-to-navigating-volatility
https://www.aon.com/en/insights/articles/unlock-the-potential-of-alternative-investments-with-an-outsourced-chief-investment-officer
https://www.aon.com/en/insights/articles/how-an-outsourced-chief-investment-officer-can-help-improve-governance-and-manage-complexity


 

 

AON 

5 
Appendices 

SciBeta Multifactor Benchmark 
Asset Allocation Views 
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Performance attribution – Scibeta Multi-factor benchmark 
1 Quarter – As of September 30, 2025 
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Performance attribution – Scibeta Multi-factor benchmark 
YTD – As of September 30, 2025 
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Performance attribution – Scibeta Multi-factor benchmark 
1 Year – As of September 30, 2025 
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Performance attribution – Scibeta Multi-factor benchmark 
2 Year – As of September 30, 2025 
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Performance attribution – Scibeta Multi-factor benchmark 
3 Year – As of September 30, 2025 
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Performance attribution – Scibeta Multi-factor benchmark 
Since Inception* – As of September 30, 2025 
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Equities 

U.S. 
Treasuries 

Canada 
Government 

IG Credit 
Excess 
Return 

IG 
Securitized 

Credit 

Sub IG 
Securitized 

Credit 

Liquid 
Diversifiers 

HY Corp 
Excess 
Return 

Opportunistic 
Credit 

Actions 

Keep equity allocations close to benchmark 
Global equities have rallied this year, led by non-US markets. The U.S. market 
looks expensive but not at bubble levels just yet. We think the most significant 
risk is that the U.S. market is highly concentrated and exposed to the A.I. 
theme.  We maintain a single negative stance, favouring better risk-adjusted 
returns in liquid diversifiers and opportunistic credit. 

Bar-bell credit 
Spreads on fixed income indices have contracted to levels where there is 
significant asymmetry for corporate IG. Even securitized credit which offered 
much higher spreads is less exciting now. For some investors bar-belling credit 
exposure might be the answer. Have less credit overall but make the credit you 
do have work harder by allocating to semi-liquid and private strategies. 

Talk to your consultant about Liquid Diversifiers 
Liquid diversifiers such as insurance linked securities offer steady uncorrelated 
returns with lower volatility than traditional risk assets. We also continue to like 
opportunities in diversifying hedge funds to build resilience into portfolios. 

Opportunistic credit remains attractive 
Opportunistic credit can leverage market dislocations to deploy capital into 
mispriced assets, delivering attractive returns. It has low correlation to 
traditional bonds or equities, adding portfolio resilience and flexibility across 
geographies and cycles. 
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Review Levels for MTVs 

We’re often asked at what levels we would change our heat-map views. There is no clear-cut answer to this, as 
market prices can change in response to fundamental changes, and the price of competing assets can change 
too. Here are some key trigger values where we look to review the current rating. 

Negative Neutral Positive 

U.S. Treasuries 10 year below 4.0% Currently neutral 
U.S. 10y 4.13% 

10 year above 4.5% 

High Quality ABS 
(CLOs act as proxy) 

AAA CLOs below 100 bps Currently neutral 
AAA CLOs below 103 bps 

AAA CLOs below 110 bps 

Sub-IG ABS 
(CLOs act as proxy) 

BB CLOs below 600 bps Currently neutral 
BB CLOs below 635 bps 

BB CLOs below 650 bps 

IG Non-Treasury 
Spreads 

Currently negative 
U.S. Agg Ex-Treas. 50 bps 
Sterling Non-Gilts 68 bps 

U.S. Agg Ex-Treas. 75 bps 

Sterling Non-Gilts 110 bps 

U.S. Agg Ex-Treas 100 bps 

Sterling Non-Gilts 140 bps 

High Yield (HY) Currently negative 
Global HY 312 bps 
U.S./European corporate above 
288/292 bps 

Global HY 400 bps 

U.S./European corporate 
above 350 bps 

Global HY above 450 bps 
U.S./European corporate 
above 400 bps 

Leveraged loans Currently negative 
Lev Loan DM 450 bps 

Discount margin above 
500 bps 

Discount margin above 
570 bps 

Equities Currently negative 
S&P 500 6720 

S&P 500 below 6350 S&P 500 below 5500 

Source: Bloomberg, J.P. Morgan, ICE, S&P, as of October 9, 2025. 

Further Explanation 

The trigger values are used as a 
guide to prompt discussion and 
consider reviewing the current 
rating, rather than an automatic 
change in rating. 

Cheap/Fair/Expensive levels can 
change as fundamentals change. 

Furthermore, all position changes 
need to be funded/re-allocated. 
This means attractive levels for 
higher-returning assets are 
dependent on valuations in ILS 
and Sub-IG securitized credit, 
for example. 
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Statement of Disclosure 

This report is based on information available to Aon Solutions Canada Inc. (“Aon ) at the date of the report and takes no account of subsequent developments after that date. 
The findings, ratings and/or opinions expressed herein are the intellectual property of Aon and are subject to change without notice. They are not intended to convey any 
guarantees as to the future performance of the investment managers, products, asset classes or capital markets discussed. Past performance does not guarantee future results, 
and no individual member investment decision should be made based on this information without first obtaining appropriate professional advice and considering the member’s 
particular circumstances. Aon’s ratings do not constitute individualized investment advice. 

In preparing this report, Aon has, at times, relied upon data supplied to it by third parties. While reasonable care has been taken to gauge the reliability of this data, this report 
therefore carries no guarantee of accuracy or completeness, and Aon cannot be held accountable for the misrepresentation of data by any third parties involved. 

Aon Solutions Canada Inc. reconciles the rates of return with each investment manager quarterly, excluding Capital Accumulation Plans (CAP). Aon Solutions Canada Inc. 
calculates returns from the custodian/trustee statements while the managers use different data sources. Occasionally discrepancies occur because of differences in 
computational procedures, security prices, trade date" versus settlement date" accounting, etc. We monitor these discrepancies closely and find that they generally do not tend 
to persist over time. However, if a material discrepancy arises or persists, we will bring the matter to your attention after discussion with your money manager. Aon Solutions 
Canada Inc. uses investment manager returns provided by clients' service providers for Capital Accumulation Plans (CAP). 

This report may contain slight discrepancies due to rounding in some of the calculations. All data presented is in Canadian dollars unless otherwise stated. 

This report contains confidential and proprietary information of Aon and is intended for the exclusive use of the party(ies) to whom it was provided by Aon. Its content may not be 
modified, sold or otherwise provided, in whole or in part, to any other party, without Aon’s prior written permission except as may be required by law. In the absence of our 
express written agreement to the contrary, Aon accepts no responsibility for any consequences arising from any third party relying on this report or the findings, ratings and/or 
opinions we have expressed. This report is not intended by Aon to form the basis of any decision by a third party to do, or to omit to do, anything. 

Aon does not market, sell, or promote any investment consultant, investment advisor, investment services or investment products. The information in this report does not 
constitute an offer to sell, or a solicitation of an offer to buy, any securities or investment products. Neither Aon nor its employees receive any revenue, compensation, gifts or 
other remuneration from any firm listed in this report. 

© 2025 Aon Solutions Canada Inc. (“Aon ) 

This report does not constitute accounting, legal or tax advice and should not be relied upon for any such business decisions. This report contains information that is proprietary 
to Aon and may not be distributed, reproduced, copied, or amended without Aon’s prior written consent. 
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Statement of Disclaimers 

Bloomberg Commodity Indices (BCOM) 
“Bloomberg®,” the “Bloomberg Commodity IndexSM” and the names of the other indices and subindices that are part of the Bloomberg Commodity Index family (such indices and subindices 
collectively referred to as the “BCOM Indices”) are service marks of Bloomberg Finance L.P. and its affiliates, including Bloomberg Index Services Limited, the administrator of the indices 
(collectively, “Bloomberg”). Bloomberg or Bloomberg’s licensors own all rights in the BCOM Indices. Bloomberg does not approve or endorse this material or guarantee the accuracy or completeness 
of any information herein, or make any warranty, express or implied, as to the results to be obtained therefrom and, to the maximum extent allowed by law, shall have no liability or responsibility for 
injury or damages arising in connection therewith. 

Bloomberg Indices (excl. BCOM) 
BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”). Bloomberg or Bloomberg's licensors own all proprietary rights in the 
Bloomberg Indices. Neither Bloomberg nor Bloomberg's licensors approves or endorses this material or guarantees the accuracy or completeness of any information herein, or makes any warranty, 
express or limited, as to the results to be obtained therefrom and, to the maximum extent allowed by law, neither shall have any liability or responsibility for injury or damages arising in connection 
therewith. 

FTSE Russell 
Source: London Stock Exchange Group plc and its group undertakings (collectively, the LSE Group”). © LSE Group 2025. FTSE Russell is a trading name of certain of the LSE Group companies. 
“FTSE®”, “Russell®”, “FTSE Russell®”, “MTS®”, “FTSE4Good®”, “ICB®”, “Mergent®”, “The Yield Book®”, are trademarks of the relevant LSE Group companies and are used by any other LSE Group 
company under license. All rights in the FTSE Russell indexes or data vest in the relevant LSE Group company which owns the index or the data. Neither LSE Group nor its licensors accept any 
liability for any errors or omissions in the indexes or data and no party may rely on any indexes or data contained in this communication. No further distribution of data from the LSE Group is 
permitted without the relevant LSE Group company’s express written consent. The LSE Group does not promote, sponsor or endorse the content of this communication. 

Hedge Fund Research 
The Hedge Fund Research indices used are being used under license from Hedge Fund Research, Inc., which does not approve of or endorse the contents of this report. 
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Statement of Disclaimers 

ICE BofA 
ICE® is a registered trademark of ICE Data Indices, LLC (“ICE Data”) or its affiliates, and BOFA® is a registered trademark of Bank Of America Corporation licensed by Bank Of America Corporation 
and its affiliates ("BOFA") and may not be used without BOFA's prior written approval. ICE Data, its affiliates and their respective third party suppliers disclaim any and all warranties and 
representations, express and/or implied, including any warranties of merchantability or fitness for a particular purpose or use, including the indices, index data and any data included in, related to, or 
derived therefrom. Neither ICE Data, its affiliates nor their respective third party suppliers shall be subject to any damages or liability with respect to the adequacy, accuracy, timeliness or 
completeness of the indices or the index data or any component thereof, and the indices and index data and all components thereof are provided on an “as is” basis and your use is at your own risk. 
ICE Data, its affiliates and their respective third party suppliers do not sponsor, endorse, or recommend Aon, or any of its products or services. 

J.P. Morgan 
Information has been obtained from sources believed to be reliable, but J.P. Morgan does not warrant its completeness or accuracy. The index level data is used with permission. The index level data 
may not be copied, used, or distributed without J.P. Morgan's prior written approval. Copyright 2025, JPMorgan Chase & Co. All rights reserved. 

MSCI 
Certain information contained herein (the “Information”) is sourced from/copyright of MSCI Inc., MSCI ESG Research LLC, or their affiliates (“MSCI”), or information providers (together the “MSCI 
Parties”) and may have been used to calculate scores, signals, or other indicators. The Information is for internal use only and may not be reproduced or disseminated in whole or part without prior 
written permission. The Information may not be used for, nor does it constitute, an offer to buy or sell, or a promotion or recommendation of, any security, financial instrument or product, trading 
strategy, or index, nor should it be taken as an indication or guarantee of any future performance. Some funds may be based on or linked to MSCI indexes, and MSCI may be compensated based on 
the fund’s assets under management or other measures. MSCI has established an information barrier between index research and certain Information. None of the Information in and of itself can be 
used to determine which securities to buy or sell or when to buy or sell them. The Information is provided “as is” and the user assumes the entire risk of any use it may make or permit to be made of 
the Information. No MSCI Party warrants or guarantees the originality, accuracy and/or completeness of the Information and each expressly disclaims all express or implied warranties. No MSCI Party 
shall have any liability for any errors or omissions in connection with any Information herein, or any liability for any direct, indirect, special, punitive, consequential or any other damages (including 
lost profits) even if notified of the possibility of such damages. 
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