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Market Review   ______________________________________________________________ 

Bond markets corrected during Q1 2024, following one of the best absolute performance quarters since 
the mid 1980’s, in Q4 2023. The continued resiliency of most economic data into the New Year, 
particularly firmer than anticipated readings of underlying inflationary pressures, and recognition that 
central banks may not be as aggressive as expected in moving toward a more “neutral” policy setting, 
were material contributors to driving yields higher during the quarter.  
 
The net result was a broad move higher in market interest rates across the curve that weighed on fixed 
income performance over the three months ended March. The domestic benchmark, FTSE Canada 
Universe Index, declined 1.2% in Q1, while the more rate-sensitive segments of the market, such as 
longer duration (FTSE Canada Long Term Overall Index -3.6%) and government bonds (FTSE Canada 
All Government Bond Index -1.7%), underperformed other areas, such as shorter term (FTSE Canada 
Short Term Overall Index +0.3%) and corporate (FTSE Canada All Corporate Bond Index +0.1%) bonds. 
 
Note, however, these moves only amounted to a partial retracement of the outsized ones recorded late 
last year as, rather than a complete rethink in the direction of policy such as the one that triggered the 
selloff last summer (from looming cuts to “higher for longer”), the shift in Q1 largely just reflected a delay 
in the timing. Indeed, central banks globally have signaled that no further rate hikes are expected and 
that their focus has shifted to the appropriate timing of cuts — so it remains the case that the path of least 
resistance for rates is lower, just not as quickly as previously assumed. 
 
The Canadian dollar (CAD) depreciated relative to the US dollar (USD) during the quarter. Relative to 
the US dollar, the cross (exchange rate) began the quarter at 1.319 CAD per USD and ended the quarter 
at 1.353 per USD. 
 
TREASURY YIELDS  
 

10-YEAR YIELDS    END OF Q1 2024 
QTD 

CHANGE (BPS) 
1 YEAR 

CHANGE (BPS) 

Canada 3.47% 36 57 

US 4.20% 32 73 

Germany 2.30% 27 1 

UK 3.93% 40 44 

Japan 0.72% 11 39 
Source: Guardian Capital, Bloomberg. As of March 31, 2024. 100 bps is equal to 1.0%. 
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Performance Attribution and Positioning   ________________________________________ 

The Fund’s portfolio outperformed its benchmark (the FTSE Canada Universe Bond Index) in the first 

quarter of 2024, driven by sector allocation and security selection effects. 

In order to acquire the duration of the portfolio, relative to the benchmark, the portfolio has significant 

overweight exposure in the 7- and 10-year nodes compared to an underweight in long bonds.  Relative 

value metrics dictate long-term curve exposure is expensive relative to mid-term tenors.  In an eventuality 

where the difference between long-term bond yields relative to mid-term bond yields steepens, the middle 

of the curve is expected to outperform adjusted for duration. At the end of the first quarter, the portfolio 

holdings of the Fund had an average yield to maturity that was in-line with the benchmark’s at 4.2%. 

The Fund’s portfolio continues to overweight corporate bond issues generally, and those in the Financials 

sector, which positively contributed to relative returns. Strong credit selection in mid-term bank and 

insurance bonds also added value. The Fund exited bond positions in TransCanada Pipelines and 

Province of Saskatchewan in favour of TD Bank, Desjardins, Province of Ontario, and Royal Bank bonds. 

The Fund’s portfolio is higher quality, liquid, and provides a similar yield carry relative to the benchmark. 

The Manager continues to actively seek attractive opportunities to enhance portfolio structure and relative 

total returns. 

Outlook   ___________________________________________________________________ 

Looking forward, the adjustment of expectations over the last three months brings the market more 
closely aligned with the views of central banks (and our own), which leads to a better balance of risks 
than prevailed three months ago. While the base case is that low-but-positive growth combined with 
continued progress on inflation will leave policymakers positioned to begin gradually moving away from 
their restrictive policy stances around the middle of the year in a boon for bond market investors, there is 
the potential that continued underlying economic verve could give a cause for a more extended pause 
that would limit near-term downside for rates and weigh on performance. 
 
Taken together, this backdrop would suggest that rates may remain rangebound over the coming months, 
while also being subject to continued volatility as markets react to the incoming dataflow and weigh its 
implications for the policy outlook.  
 
Any moves higher in yields from their current levels, however, may represent opportunities to selectively 
add duration as rates are ultimately expected to drift lower with the easing cycle — the Manager views 
the belly of the curve (5- to 10-year maturity band) as providing a compelling risk/reward profile, with 
absolute yields providing the best income on offer in decades and an ample cushion against near-term 
volatility, while also offering among the best potential for capital gains. 
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This commentary is for general informational purposes only and does not constitute investment, financial, legal, accounting or tax advice or a 
recommendation to buy, sell or hold a security or be considered an offer or solicitation to deal in any product or security mentioned herein. It is 
only intended for the audience to whom it has been distributed and may not be reproduced or redistributed without the consent of Guardian 
Capital LP. This information is not intended for distribution into any jurisdiction where such distribution is restricted by law or regulation. 
There can be no assurance that the Fund’s portfolio will continue to hold the same position in companies referenced here, and the portfolio may change any 
position at any time. The securities discussed may not represent the Fund’s entire portfolio and in the aggregate may represent only a small percentage of 
portfolio holdings. It should not be assumed that any of the securities discussed were or will prove to be profitable, or that the investment recommendations 
or decisions we make in the future will be profitable, or will equal the investment performance of the securities discussed.  
 
The opinions expressed are as of the published date and are subject to change without notice. Assumptions, opinions and estimates are provided for 
illustrative purposes only and are subject to significant limitations. Reliance upon this information is at the sole discretion of the reader. This document 
includes information and commentary concerning financial markets that was developed at a particular point in time. This information is subject to change at 
any time, without notice, and without update. This commentary may also include forward-looking statements concerning anticipated results, circumstances, 
and expectations regarding future events. Forward-looking statements require assumptions to be made and are, therefore, subject to inherent risks and 
uncertainties. There is significant risk that predictions and other forward-looking statements will not prove to be accurate. Investing involves risk. Equity 
markets are volatile and will increase and decrease in response to economic, political, regulatory and other developments. Investments in foreign securities 
involve certain risks that differ from the risks of investing in domestic securities. Adverse political, economic, social or other conditions in a foreign country 
may make the stocks of that country difficult or impossible to sell. It is more difficult to obtain reliable information about some foreign securities. The costs 
of investing in some foreign markets may be higher than investing in domestic markets. Investments in foreign securities also are subject to currency 
fluctuations.  The risks and potential rewards are usually greater for small companies and companies located in emerging markets. Bond markets and fixed-
income securities are sensitive to interest rate movements. Inflation, credit and default risks are all associated with fixed income securities. Diversification 
may not protect against market risk and loss of principal may result. Certain information contained in this document has been obtained from external parties, 
which we believe to be reliable, however, we cannot guarantee its accuracy.  
 
Please read the prospectus and Fund Facts before investing. Important information, including a summary of the risks, about each Fund is contained in its 
respective offering documents. Commissions, trailing commissions, management fees and expenses all may be associated with investments in mutual 
funds. Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated. 
 
Guardian Capital LP is the Manager of the Guardian Capital mutual funds. Guardian Capital LP manages portfolios for defined benefit and defined 
contribution pension plans, insurance companies, foundations, endowments and investment funds. Guardian Capital LP is a wholly owned subsidiary of 
Guardian Capital Group Limited, a publicly-traded firm listed on the Toronto Stock Exchange. For further information on Guardian Capital LP, please visit 
www.guardiancapital.com.  All trademarks, registered and unregistered, are owned by Guardian Capital Group Limited and are used under license. 
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