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From Bull To Bear To Bull ~ Laurel Hickey & Garth Bluekens
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Comments from the CIO’s office
Martin Lefebvre is National Bank Investments Chief Investment Officer and Strategist. Please see below for key 
takeaways from his April Asset Allocation update. 

Already one quarter completed in 2021, and although it featured few episodes of heightened volatility between asset 
classes and equity leadership, the final picture is clear. Against a backdrop of rising interest rates, stocks have pulled 
ahead of bonds which are showing losses, while the more cyclical sectors, regions, and factors (e.g., energy, financials, 
Canada, small caps, value) sit atop the equity podium. This outcome is largely a result of the substantial upward 
revisions to the growth outlook since the beginning of the year brought on by the fall in new COVID-19 cases and,  
most importantly, the passage of a $1.9 trillion fiscal stimulus package in the U.S. in early March. 

The ending of Q1/2021 also implies that we have just wrapped up the first year of a bull market that began on March 24, 
2020. With such a stellar recovery one can reasonably question what Year 2 of this current bull market has in store. 

What can history teach us? Since 1957, every second year of bull markets has ended with positive returns for  
an average gain of 13%. However, a correction of at least 5% and on average 10% has also occurred over these periods 
(chart below). In either case, we would be surprised if the next 12 months turned out to be an exception to the rule.  
So, what are the key elements that will determine how bumpy the road ahead will be this time? 

On the geopolitical front, there are two major issues that should keep the markets on their toes over the coming 
quarters - and both revolve around the Biden administration. The first is its infrastructure plan(s) and, more importantly, 
how this new spending will be funded.

The second question concerns the U.S. policy approach toward China. In this regard, a first summit between officials of 
the two countries last month confirmed that their relation will remain tense. No major surprise considering that a tough 
stance with China is a rare consensus subject in the U.S. and perceived as Biden's weakness, according to recent polls.
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National Bank Financial – Wealth Management (NBFWM) is a division of National Bank Financial Inc. (NBF), as well as a trademark owned by National Bank of Canada (NBC) that is used under license by NBF. 
NBF is a member of the Investment Industry Regulatory Organization of Canada (IIROC) and the Canadian Investor Protection Fund (CIPF), and is a wholly‑owned subsidiary of NBC, a public company listed 
on the Toronto Stock Exchange (TSX: NA). The information contained herein has been prepared by Laurel Hickey an investment advisor at NBF. I have prepared this report to the best of my judgment and 
professional experience to give you my thoughts on various financial aspects and considerations. The opinions expressed herein, which represent my informed opinions rather than research analyses, may not 
reflect the views of NBF. The particulars contained herein were obtained from sources we believe to be reliable but are not guaranteed by us and may be incomplete. The securities or sectors mentioned in this 
letter are not suitable for all types of investors and should not be considered as recommendations. Please consult your investment advisor to verify whether the security or sector is suitable for you and 
to obtain complete information, including the main risk factors. Some of the securities or sectors mentioned may not be followed by the analysts of NBF. Unit Values and returns will fluctuate, and past 
performance is not necessarily indicative of future performance. The present document may not be reproduced either wholly or in part. It must not be distributed or published or be mentioned in any way 
whatsoever. No mention of the information, opinions and conclusions it contains may be made without the express written pre‑approval of NBF for each instance.

Source: This information is for illustration purposes and subject to change. Your portfolio may not hold all of these positions. Our Quant Model companies are subject to change.  
We enhance the composition of your portfolio with additional equity solutions that are not illustrated. The weightings change with market f luctuations and model rebalancing.
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What’s The 10-Year Treasury Got  
To Do With It?
Since the beginning of 2021 there has been a rise in the 
10-Year Treasury yield which has caused increased market 
volatility. At the end of March, the 10-year rate came close 
to 2%, the highest level seen since before the pandemic. 
This increase in yield could mean a rise in inflation, 
resulting in the US government easing their purchasing  
of bonds or even increasing interest rates.1 

During the past year the 10-Year yield has stayed 
consistently low because of the pandemic, which means 
that investors looking for yield in their portfolios need to 
invest in equities with a high dividend yield. We typically 
see down days in the markets when there are increases  
in the 10-Year yield because investors shift funds from 
these dividend paying equities to safer treasuries now 
that the yield is more attractive. This has caused volatility 
throughout the last quarter. This could continue throughout 
the rest of this year, but as of right now there are no clear 
signs that interest rates will increase or that there will be  
a drastic increase in inflation. 

We know that there is a lot of information circulating right 
now about where the economy and stock market is 
heading. Please let us know if you ever have questions!

Balanced Investment Model Sleeve Goal Allocation

Opportunity Cash
5% +

Fixed Income
40%

CDN Equity
18%

US Equity
18%

Int’l Equity
9%

Alternative Equity
10%

Your Investment Policy
BALANCED PROFILE: You give equal importance to 
achieving growth in your investments and receiving 
income. You can tolerate moderate changes in market 
value to ensure growth, but you prefer having a mix of 
fixed income investments and equities for reasons of 
stability. If you feel that your risk tolerance is shifting, 
please let us know!

1- https://www.cnbc.com/2021/02/25/why‑stock‑investors‑are‑starting‑to‑really‑worry‑about‑rising‑bond‑yields.html
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