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In the fourth quarter, the U.S. Federal Reserve (the Fed) extended its easing cycle despite a temporary 
shutdown that delayed key economic data. With labour market conditions weakening, the Fed delivered 
three interest-rate cuts while maintaining discipline in the face of political pressure. In Canada, 
improving employment and more stable U.S. trade dynamics supported sentiment, though stagnant 
population growth kept overall activity subdued. With inflation near the upper end of its range, the Bank 
of Canada (BoC) ended its easing at 2.25%. Long-term yields in both markets moved higher—
Government of Canada 10-year yields reached 3.4%—as resilient growth and widening fiscal deficits 
pushed term premiums upward. 

The Fund’s performance benefited primarily from an overweight allocation to corporate bonds, 
particularly our focus on maturities under 10 years, which offered attractive carry and better downside 
protection in a volatile interest-rate environment. Our underweight positioning in federal and provincial 
government bonds also contributed positively, as these sectors underperformed the benchmark. The 
only meaningful drag on performance came from the Fund’s exposure to long-term government bonds, 
where rising yields weighed on returns. Overall, the Fund’s credit-tilted positioning and emphasis on 
shorter-dated corporate securities provided a strong tailwind, more than offsetting the weakness in 
long-duration government holdings. 

Looking ahead, political pressure on the Fed is likely to intensify, illustrated by the U.S. Supreme Court 
case involving Governor Lisa Cook and the upcoming replacement of Chair Jerome Powell. The U.S. 
mid-term elections and renewed geopolitical tensions under the Trump administration further cloud the 
policy landscape. While the BoC appears finished with rate cuts, it is not assured that the Fed will ease 
as much as markets expect in 2026, with inflation still above target. In this context, we anticipate 
gradually rising long-term yields and further U.S. curve steepening. Despite tight valuations, we do not 
foresee catalysts that would materially widen credit spreads. 

As we enter 2026, the Fund remains defensively positioned with a short-duration stance relative to the 
benchmark, expressed in both Canada and the U.S. to mitigate the impact of expected rising long-term 
yields. We maintain overweight positions in provincial, municipal and corporate bonds, where carry and 
relative value remain attractive. From a curve perspective, the Fund’s positioning continues to favour a 
steepening bias, particularly in the U.S., where policy uncertainty and fiscal dynamics support higher 
term premiums. Overall, the portfolio is structured to benefit from a steeper yield curve while capturing 
incremental yield through high-quality credit exposure. 
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Fund and benchmark performance as at December 31, 2025 1 year 3 year 5 year 10 year 
IA Wealth Core Bond Pool – Series A 1.9% 3.9% -0.9% 1.0% 

FTSE Canada Universe Bond Index 2.6% 4.5% -0.4% 1.9% 

 

Non-traditional fixed income asset classes may carry higher risk, but generally provide higher yield than traditional 
fixed income asset classes.  For definitions of technical terms in this piece, please visit iaclarington.com/glossary 
and speak with your financial advisor. 

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 Fund’s 
benchmark is the FTSE Canada Universe Bond Index, which is comprised of Canadian investment grade bonds and 
has significantly different portfolio duration characteristics. The FTSE Canada Universe Bond Index consists of a 
broadly diversified selection of investment-grade Government of Canada, provincial, corporate and municipal 
bonds issued domestically in Canada. The Fund's geographic, sector and credit quality exposure may differ from 
that of the benchmark. 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 are historical annual compounded total 
returns. 

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 
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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

