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Manager commentary – Q4 2025 

During the fourth quarter, the U.S. Federal Reserve (the Fed) continued its cycle of interest-rate cuts that 
began at the end of the third quarter, despite a federal government shutdown that paused the 
publication of economic data for several weeks, making the Fed’s job more complex.  
 
This government shutdown lasted 43 days, making it the longest in U.S. history. It likely caused an 
economic slowdown, although this should be short-lived. The agreement ending the shutdown did not 
resolve the main sticking point—the end of a subsidy program for medical insurance costs—setting the 
stage for another confrontation in early 2026.  
 
Although macroeconomic analysis was made more difficult by the lack of data for several weeks, it is 
clear that the labour market is weakening. The U.S. unemployment rate reached 4.6% in November, as 
many companies paused their hiring plans. Despite this, layoffs across the economy remained modest, 
limiting the extent of the damage. Some indicators even show stabilization and a rebound toward the 
end of the fourth quarter.  
 
Beyond the labour market and the government shutdown, economic growth remains strong in the U.S., 
supported by household consumption and investments in artificial intelligence.  
 
Inflation is under control but remains above its target, at 2.7% year-over-year in November. Tariffs 
continue to exert upward pressure on prices, but the risks of an overheating economy are contained for 
now.  
 
The Fed is grappling with a situation where risks to both inflation and unemployment are rising, putting 
its dual mandate at odds. The Board of Governors is placing more emphasis on the labour market, 
resulting in three consecutive interest-rate cuts (September, October, December). Political interference 
from the Trump administration continues, but the institution appears to be resisting, making an 
excessive monetary stimulus unlikely. 

In Canada, the labour market regained strength after a significant weakening during the summer. Even 
though there is still no trade agreement between Canada and the Trump administration, existing tariffs 
remain relatively low, and the trade relationship has stabilized, allowing business confidence to improve. 
After a rebound in the third quarter, economic growth is expected to be roughly flat in the fourth 
quarter, notably owing to population growth being at a standstill.  
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Inflation is stable but near the upper end of the 1–3% range. The Bank of Canada (BoC) ended its easing 
cycle in October, lowering the policy rate to 2.25%. It is expected to remain on the sidelines for some 
time. In early November, Canada’s federal budget was tabled, relying on an increased deficit to finance 
public investments, particularly to boost export capacity outside the U.S. The aim is also to crowd-in 
private investment, especially in nationally significant projects. The short-term impact of the budget 
should be limited, but positive effects may emerge starting in 2027 or 2028. The fiscal situation is 
deteriorating, putting upward pressure on interest rates. 
 
In Europe, the economy continues its gradual recovery, with industrial production stabilizing, 
unemployment remaining low, and the services sector expanding. Inflation is stable near 2%, which is 
keeping the European Central Bank on the sidelines in the medium term.  
 
From a geopolitical perspective, ceasefire negotiations in Ukraine are ongoing, but a deal still appears 
distant. The U.S. is increasingly pressuring the Nicolás Maduro regime in Venezuela, with a significant 
concentration of military forces deployed in the Caribbean. 
 
We maintain a positive view on equities despite elevated valuations. The macroeconomic backdrop 
remains supportive, with monetary policy broadly easing and earnings growth remaining strong. We 
anticipate a potential broadening of market leadership beyond mega-cap technology, favouring Canada 
as well as Asian and emerging markets where valuations are compelling, and earnings momentum is 
improving.  
 
Our view on government bonds remains nuanced. Higher yields offer improved return potential and 
good hedging characteristics, but the macroeconomic environment, which is marked by stronger 
growth, fiscal dominance and significant issuance, continues to challenge duration exposure. In Canada, 
expectations for a possible BoC interest-rate  increase by late 2026 reinforce our cautious stance. 
 
IA Clarington Global Risk-Managed Income Portfolio Series A slightly underperformed with its peer 
category, Global Neutral Balanced, over the quarter. The Fund’s structural defensive positioning on U.S. 
equities was a detractor from performance, but its overweight exposure to U.S. credit and emerging 
markets bonds was beneficial.  
 
Overall, the Fund’s underlying fund managers performed in line with their relevant market indices. 
 
The Fund will structurally remain underexposed to equities. Its main tool in achieving this positioning 
remains the use of option collar strategy on the S&P 500 Index. The Fund also has overweight exposure 
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to fixed income , which should benefit from attractive all-in rates offered in many areas of the fixed-
income category, despite being more exposed to potential upward moves in interest rates. 

 
 

Fund and benchmark performance, as at December 
31, 2025 

    1 year     3 years Since 
inception 

(Jan. 2022) 
IA Clarington Global Risk-Managed Income Portfolio – 
Series A 

6.9% 8.8% 4.7% 

10% MSCI AC World Index^ (CAD), 15% S&P 500 Index 
(CAD), 15% S&P/TSX Composite Index, 15% Bloomberg 
Global Aggregate Bond Index (CAD Hedged), 20% FTSE 
Canada 91 Day T-Bill Index, 25% FTSE Canada Universe 
Bond Index 

9.7% 11.2% 6.9% 

 

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 and speak with your investment 
advisor.  

1Source: MSCI Inc. MSCI makes no express or implied warranties or representations and shall have no liability 
whatsoever with respect to any MSCI data contained herein. The MSCI data may not be further redistributed or 
used as a basis for other indices or any securities or financial products. This report is not approved, reviewed, or 
produced by MSCI. 

The Fund’s strategy is to invest in other investment funds. 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 10% MSCI AC World Index^ (CAD), 15% S&P 
500 Index (CAD), 15% S&P/TSX Composite Index, 15% Bloomberg Global Aggregate Bond Index (CAD Hedged), 20% 
FTSE Canada 91 Day T-Bill Index, 25% FTSE Canada Universe Bond Index. The blended benchmark presented is 
intended to provide a more realistic representation of the general asset classes in which the Fund invests. The 
MSCI AC World Index (CAD) is a free float-adjusted market capitalization weighted index that is designed to 
measure the equity market performance of developed and emerging markets. The MSCI ACWI consists of 50 
country indexes comprising 23 developed and 27 emerging market country indexes. The S&P/TSX Composite Index 
is the premier indicator of market activity for Canadian equity markets, with 95% coverage of Canadian-based, 
TSX-listed companies. The index includes common stock and income trust units and is designed to offer the 

https://iaclarington.com/compliance-regulatory/glossary
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representation of a broad benchmark index while maintaining the liquidity characteristics of narrower indices. The 
S&P 500 Index (CAD) includes 500 leading companies in leading industries of the U.S. economy and is widely 
regarded as the best single gauge of the U.S. equities market. The FTSE Canada Universe Bond Index 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 Bloomberg Global 
Aggregate Bond Index (CAD Hedged) is a flagship measure of global investment grade debt from twenty-eight local 
currency markets. This multi-currency benchmark includes treasury, government-related, corporate and 
securitized fixed-rate bonds from both developed and emerging markets issuers. There are four regional aggregate 
benchmarks that largely comprise the Global Aggregate Index: the US Aggregate, the Pan-European Aggregate, the 
Asian-Pacific Aggregate, and the Canadian Aggregate Indices. The Global Aggregate Index also includes Eurodollar, 
Euro-Yen, and 144A Index-eligible securities, and debt from five local currency markets not tracked by the regional 
aggregate benchmarks (CLP, COP, MXN, PEN, and ILS). A component of the Multiverse Index, the Global Aggregate 
Index was created in 2000, with index history backfilled to January 1, 1990. The Fund may have different currency 
risk exposure than the benchmark. FTSE Canada 91 Day T-Bill Index consists of a benchmark that tracks the 
performance of Government of Canada Treasury Bills, with 3-month T-Bills. The index is designed to reflect the 
performance of a portfolio that only owns a single security, the current on the run T-Bill for the relevant term, 
switching into the new T-Bill at each auction. The Fund’s market capitalization, geographic, sector and credit 
quality exposure may differ from that of the benchmark. The Fund’s currency risk exposure may be different than 
that of the benchmark. The Fund may hold cash while the benchmark does not. Overall, the Fund's bond and 
equity exposure can differ, because the Fund does not use a fixed ratio similar to the benchmark. 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 
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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). 
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