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Message to Unitholders 

 

The first half of 2016 produced positive returns for bond investors, particularly in the corporate bond 
sectors.  The overall FTSE/TMX Universe Bond Index was up 4.05% but infrastructure bonds, which 
include sectors such as power generation, renewable energy and utilities, were up over 9%.  This 
highlights the importance of sector selection within a bond portfolio as the low Government yields will 
only provide modest returns going forward.  Globally, interest rates are continuing to decline and in 
some cases yields are negative on short term bonds.  The search for income is expected to force 
investors to positive yielding assets and into corporate bonds in particular. 

Long term Canada bonds, those maturing over 10 years, were the top performers year to date.  Returns 
were over 10% in the communication sector as the overall higher yield created strong demand for these 
bonds.  Short term bonds were the weakest performing sector, returning a modest 1% overall. 

The Bank of Canada has kept interest rates on hold in 2016 and has repeatedly stated that they will not 
cut rates unless the economy weakens significantly.  That being said they likely are on hold for an 
extended period of time.  The European Central Bank has continued to push overnight rates into 
negative territory so the effect of this is net tightening by other central banks that are on hold. 

Global growth has been steady but not to the level it should be at this point in the economic cycle.  
Therefore we expect interest rates will stay low and perhaps go lower for the remainder of the year.  
The demand for corporate bonds will remain robust and the fund is currently positioned to provide both 
income and capital appreciation. 
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