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Manager commentary – Q4 2025 

The fourth quarter of 2025 was defined by a shift in central bank policy and the emergence of a looming 
disparity in global interest-rate yield curves. Inflation continued to moderate, with the U.S. Consumer 
Price Index growing 2.7% year-over-year in November, coming in below expectations. In response to 
softening labour market data, highlighted by the unemployment rate ticking up to 4.6% and weak 
payroll additions, the U.S. Federal Reserve (the Fed) adopted a more accommodative stance. In 
December, the Fed delivered its third consecutive interest-rate cut of 25 basis points (bps), bringing the 
target range to 3.50%–3.75%. 

Bond markets reacted to this transitioning environment with a modest fall in U.S. Treasury yields in the 
latter half of the quarter, driven by investors pricing in the Fed’s monetary easing path. However, this 
was balanced by volatility earlier in the period as yields moved higher following the October rate cuts. 
Credit markets remained resilient; investment-grade (IG) credit spreads tightened slightly to 78 bps by 
year-end, while high-yield (HY) credit spreads tightened to 267 bps. 

Global markets began to reflect a divergence theme. While the U.S. is easing, we foresee economies 
such as Europe, Japan and Australia potentially looking to raise interest rates heading into 2026. This 
policy divergence, combined with a weakening U.S. dollar, supported international assets. 

IA Clarington Agile Core Plus Bond Fund Series A returned 0.27% for the quarter compared to the 0.21% 
return of the benchmark, 50% Bloomberg Global Aggregate Corporate Bond 1-5Y (USD), 50% Bloomberg 
Global Aggregate Corporate Bond 1-5Y (CAD). 

Performance within the quarter was driven by tactical adjustments to credit quality and currency 
positioning. As spreads tightened, we rotated exposure from carry-focused positions (higher-yielding 
credit) to more defensive investment-grade credit (lower duration) to lock in gains and upgrade credit 
quality. Specifically, increased exposure to high-quality Canadian high-yield energy and infrastructure 
names contributed to performance, capitalizing on sector-specific tailwinds. 

Compared to its benchmark, the Fund ended the quarter with a duration of 3.34 years. We actively 
decreased duration by approximately 0.5 years during the quarter to protect the portfolio against cross-
market volatility and the risk of rising global yields outside the U.S. This defensive duration stance was 
designed to guard against the disparity in global interest-rate curves. 

Foreign exchange exposure was actively managed to align with our structural view of a weakening U.S. 
dollar. We tilted currency exposure further toward the Canadian dollar and reduced U.S.-dollar 
concentration to decrease hedging costs and capture the benefits of the currency shift. 
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Looking ahead to 2026, we see a range-bound environment for U.S. interest rates, with the 10-year 
Treasury yield expected to trade between 3.75% and 4.25%. This creates a "clip the coupon" dynamic 
similar to 2025. We anticipate the Fed will continue its data-dependent approach, balancing the need to 
support a softening labour market with the risk of lingering inflation. 

We remain selective, focusing on resilient issuers and avoiding sectors exposed to refinancing stress or 
those that may underperform in a changing global trade environment. We believe the Fund remains well 
positioned to generate steady income through this period of policy divergence, utilizing a shorter 
duration profile and defensive credit allocation to help navigate volatility. 

 

Fund and benchmark performance as at December 31, 2025 

 

1 year 

 

3 year 

 

5 year 

 

10 year 

IA Clarington Agile Core Plus Bond Fund – Series A 3.0% 4.3% 1.2% 1.9% 

50% Bloomberg Global Aggregate Corporate Bond 1-5Y 
(USD), 50% Bloomberg Global Aggregate Corporate Bond 
1-5Y (CAD) 

7.8% 7.0% 2.3% 2.7% 

 
Non-traditional fixed income asset classes may carry higher risk, but generally provide higher yield than 
traditional fixed income asset classes. A mutual fund's "yield" refers to income generated by securities 
held in the fund’s portfolio and does not represent the return of or level of income paid out by the fund. 

For definitions of technical terms in this piece, visit iaclarington.com/glossary or speak with your 
investment advisor. 

Agile Investment Management, LLC was appointed sub-advisor to the IA Clarington Agile Core Plus Bond 
Fund effective September 4, 2024. This Fund changed its name from IA Clarington Core Plus Bond Fund, 
effective June 16, 2025. 

The performance data comparison presented is intended to illustrate the Fund’s historical performance 
as compared with historical performance of widely quoted market indices. There are various important 
differences that may exist between the Fund and the stated indices that may affect the performance of 
each. The benchmark is a blend of 50% Bloomberg Global Aggregate Corporate Bond 1-5Y (USD) and 
50% Bloomberg Global Aggregate Corporate Bond 1-5Y (CAD). The blended benchmark presented is 
intended to provide a more realistic representation of the general asset classes in which the Fund 
invests. The Bloomberg Global Aggregate Corporate 1-5 Year Float adjusted Bond Index is based on the 
Bloomberg Global Aggregate Corporate Index, and to be eligible for the index, bonds must be issued by 

https://iaclarington.com/compliance-regulatory/glossary
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a Corporate issuer, and must have between one year and up to five years remaining until maturity. The 
Bloomberg Global Aggregate Corporate Index is a flagship measure of global investment grade, fixed- 
rate corporate debt. This multi-currency benchmark includes bonds from developed and emerging 
markets issuers within the industrial, utility and financial sectors. The Fund may hold cash while the 
benchmark does not. It is not possible to invest directly in market indices. The performance comparison 
is for illustrative purposes only and does not imply future performance. 

Indicated mutual fund rates of return include changes in share or unit value and reinvestment of all 
dividends or distributions and do not take into account sales, redemption, distribution or optional 
charges or income taxes payable by any securityholder that would have reduced returns. Returns for 
more than one year are historical annual compounded total returns while returns for one year or less 
are cumulative figures and are not annualized.  

The information provided should not be acted upon without obtaining legal, tax, and investment advice 
from a licensed professional. Statements by the portfolio manager or sub-advisor represent their 
professional opinion and do not necessarily reflect the views of iA Clarington. Specific securities 
discussed are for illustrative purposes only and should not be considered a recommendation to buy or 
sell. Mutual funds may purchase and sell securities at any time and securities held by a fund may 
increase or decrease in value. Past investment performance may not be repeated. Unless otherwise 
stated, the source for information provided is the portfolio manager. Statements that pertain to the 
future represent the portfolio manager's current view regarding future events. Actual future events may 
differ. 

Commissions, trailing commissions, management fees, brokerage fees and expenses all may be 
associated with mutual fund investments, including investments in exchange-traded series of mutual 
funds. The information presented herein may not encompass all risks associated with mutual funds. 
Please read the prospectus before investing. Mutual funds are not guaranteed, their values change 
frequently and past performance may not be repeated. 

The iA Clarington Funds are managed by IA Clarington Investments Inc. iA Clarington and the iA 
Clarington logo, iA Wealth and the iA Wealth logo, and iA Global Asset Management and the iA Global 
Asset Management logo, are trademarks of Industrial Alliance Insurance and Financial Services Inc. and 
are used under license. iA Global Asset Management Inc. (iAGAM) is a subsidiary of Industrial Alliance 
Investment Management Inc. (iAIM). 


	Manager commentary – Q4 2025

