
Marketing Overview

In the fourth quarter (Q4) of 2022, inflation trends remained the focus of investors’ concerns. In Canada, the inflation rate 

decreased to 6.8% for the month of November after peaking at 8.1% in June. The Bank of Canada (BoC) advanced to the hawkish 

side of market pricing, raising the policy rate another 50 basis points (bps) against a forward curve that was implying about 31 bps 

heading into the December meeting. 

Beyond the mechanical reset from the rate change, the impact of the forward curve was relatively muted. The terminal rate pricing 

rose about 7 bps alongside the U.S. rates rally. Among the notable shifts was the Federal Bank’s (Fed) softening of its forward 

guidance to say it would be “considering whether the policy rate needs to rise further.” Credit markets were relatively strong for 

the last quarter of the year. The Canadian 10–30-year yield curve steepened by around 5 bps, while the average yield spread on 

provincials and high-quality corporate bonds tightened by 3 bps and 10 bps, respectively. More specifically, short-term and mid-

term bonds outperformed long-term corporates (specifically BBBs). 

Quarter in Review

During the quarter, curve positioning was the primary positive contributor to the value added. At the portfolio level, HAD’s 

relative duration positioning compared to the index (duration deviation) is at around 112%, with positioning for a steeper yield 

curve exposure at around 220% duration deviation in the 5-12-year part of the curve. From a sector perspective, the portfolio is 

positioned to overweight federal and corporate issues and underweight provincial bonds. HAD’s positioning is allowing the fund 

to have a slightly higher yield than the index, by around 12 bps.

Outlook and Positioning

Looking forward to 2023, we expect central banks across developed economies to continue to fight inflation through interest rate 

hikes. In the second half of 2023, inflation should begin to ease. The risk of a recession impacting the G-7 countries (notably the 

United Kingdom and the majority of the European Union) is seen as highly probable. Under those assumptions, we expect global 

fixed income to be resilient in 2023 considering the significant downturn in 2022 and the attractive yield carry for high credit 

quality issuers (resulting from higher interest rates) shielding stronger protection not witnessed in many years (i.e. breakeven). As 

such, HAD has allocated capital according to the following parameters: 

• Tilt the portfolio toward defensive sectors with low-interest rate risk

• Own issuers with low leverage to a decelerating inflation environment

• Avoid unprofitable long-duration issuers

• Own issuers with resilient margins

• Avoid vulnerable margins if the recent decline in SG&A reverses

Considering the strong likelihood of economic slowdown, HAD remains highly selective on the credit front and is targeting 

resilient sectors that should outperform during an economic downturn. 
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Commissions, management fees and expenses all may be associated with an investment in the Horizons Active Cdn Bond ETF (“HAD” or the “ETF”) managed by Horizons ETFs Management (Canada) 
Inc. The ETF is not guaranteed, its value changes frequently and past performance may not be repeated. The prospectus contains important detailed information about the ETF. Please read the 
relevant prospectus before investing.

Certain statements may constitute a forward-looking statement, including those identified by the expression “expect” and similar expressions (including grammatical variations thereof). The for-
ward-looking statements are not historical facts but reflect the author’s current expectations regarding future results or events. These forward-looking statements are subject to a number of risks 
and uncertainties that could cause actual results or events to differ materially from current expectations. These and other factors should be considered carefully and readers should not place undue 
reliance on such forward-looking statements. These forward-looking statements are made as of the date hereof and the authors do not undertake to update any forward-looking statement that is 
contained herein, whether as a result of new information, future events or otherwise, unless required by applicable law.

This communication is intended for informational purposes only and does not constitute an offer to sell or the solicitation of an offer to purchase exchange traded products (the “Horizons Exchange 
Traded Products”) managed by Horizons ETFs Management (Canada) Inc. and is not, and should not be construed as, investment, tax, legal or accounting advice, and should not be relied upon in 
that regard. Individuals should seek the advice of professionals, as appropriate, regarding any particular investment. Investors should consult their professional advisors prior to implementing any 
changes to their investment strategies. These investments may not be suitable to the circumstances of an investor.

All comments, opinions and views expressed are generally based on information available as of the date of publication and should not be considered as advice to purchase or to sell mentioned 
securities. Before making any investment decision, please consult your investment advisor or advisors.


