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Market Overview 

U.S. Treasury markets continued to exhibit above-average volatility in Q3 with yields generally rising. The MOVE Index – a measure 
of volatility, traded broadly between 95 and 140 while the long-term average is around 50. The 10-year Treasury yield traded in a 
huge 100 basis points (bps) range, 3.75 - 4.75, ending the Q3 at the high end of the range. U.S. Federal Reserve (Fed) policy drove 
these developments, but in a different way than in Q2 where short rates rose quickly and the yield curve continued to invert. 
In Q3, short rates were relatively stable while longer rates climbed significantly. This was a process of the market pricing out 
aggressive rate cuts in 2024 rather than further rate hikes in 2023. The 2-year to 10-year yield curve traded between minus 90 bps 
and minus 60 bps and has moved below minus 30 bps early in Q4. The Fed constantly repeated the higher for longer mantra and 
this has been supported by extraordinary strength in employment markets. Weekly Jobless Claims consistently came in close to 
200K and the Unemployment Rate has stayed below 4% despite a significant amount of other economic data points reflecting 
material weakness. 

 
Quarter in Review

We continue to actively manage duration and have stayed almost totally in U.S. Treasuries, avoiding credit markets. Duration 
fluctuated between approximately 3 and 13 years and the average was generally near the 7-8 years neutral position. The U.S. 
economy is slowing and weakening, and leverage is rising for both consumers and corporations. 

HARB produced negative returns in Q3 although these were modest relative to Long Term Treasury funds. Our active management 
preserved capital relatively which is our objective while participating when Fed rate cuts eventually come. 

Credit markets have performed well and we believe they remain expensive relative to future default rates. 2 to 3-year corporate 
bonds are however attractive due to the inverted yield curve. 

Outlook and Positioning
 
We believe that we are at the point in this cycle where inflation data is losing importance and employment data is driving markets. 
We do not expect the CPI headline or core to get to 2% anytime in 2024. The Fed will hold rates if the Unemployment Rate stays 
below 4.5% and will begin cuts if it moves above 4.5%. 

We are also at the point where the consensus view is that we will not see rate cuts in 2024 as the market has now fully embraced 
the “higher for longer” Fed mantra. This has led to the 110-year yield rising 100 bps while two-year yields have only moved ~25 bps 
higher. The yield curve has steepened or normalized and is approaching flat without any inversion. 

The big question to be answered in the next couple of quarters is whether higher for longer is correct. While timing is always 
uncertain, we tend to believe in the old maxim – when everyone believes something will happen – something else will. Volatility 
will likely not decrease regardless of what labour markets do. 

We expect bonds to outperform stocks in 2024 and a 5% 10-year yield combined with a flat yield curve (2-year yield) will be a 
reasonable situation to extend duration. 
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Commissions, management fees and expenses all may be associated with an investment in Horizons Tactical Absolute Return Bond ETF (“HARB” 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. 

HARB is an alternative mutual fund within the meaning of National Instrument 81-102 Investment Funds (“NI 81-102”), and is permitted to use strategies generally prohibited by conventional 
mutual funds, such as the ability to invest more than 10% of its net asset value in securities of a single issuer, the ability to borrow cash, to short sell beyond the limits prescribed for 
conventional mutual funds and to employ leverage of up to 300% of net asset value. These strategies will only be used in accordance with the investment objectives and strategies of HARB.
 
Certain statements may constitute a forward-looking statement, including those identified by the expression “expect” and similar expressions (including grammatical variations thereof). The 
forward-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.


