
 

   

  
 

 

2nd QUARTER 2020 SUMMARY  
Asset Allocation Strategy: 

During the quarter, we have slightly reduced our target for Canadian and U.S. equities to increase our 
cash weighting: 

 
 



  
Portfolio Model Revisions:  
 
We have increased our position in two Canadian stocks, Canadian Tire Corporation (CTC) and 
Exchange Income Corporation (EIF), to take advantage of their lowered price and potential for a quick 
recovery.  We were confident that these companies had the strength survive this period of economic 
uncertainty.  We were proven right as CTC and EIF respectively returned 38.5% and 50.7% over the 
quarter while maintaining the payment of dividends. 
 
To make these purchases and increase our cash weighting, we reduced the position in Vanguard FTSE 
Canada All Cap Index ETF (VCN) and/or Ishares Canadian S&P/TSX 60 Index ETF (XIU), our broad 
Canadian Equity index holdings.  These investments are exposed to the energy sector and had in our 
opinion a weaker recovery potential. 
 
We have also decided to sell Sunlife Financial (SLF) shares to buy National Bank of Canada (NA).  We 
believe insurance companies will be more negatively impacted by declining interest rates and will be 
less profitable on the short term than Canadian banks.  The selection of National Bank was motivated 
by a very attractive valuation and a low exposure to credit card debts which comforts us with regards 
to the risk of defaults coming from the current economic context.  
 
 
2nd Quarter Highlights:  
 
Going down… going up! 
 
The crisis in some sense has brought the future into the present, rapidly and sometimes harshly 
accelerating changes that were already in motion. There is no doubt that some sectors face long-term 
challenges as a result of the shutdowns and distancing measures, as well as some potentially 
fundamental changes in consumer behaviour and psychology. But at the same time, in classic creative 
destruction fashion, there will be some sectors that strengthen and step into the gap. The main 
message is that economies are resilient, and people and businesses can be incredibly resourceful in 
the face of challenges—let’s not underestimate the ability to recover from this tough period. 
 
Over the second quarter, we witnessed a broad recovery of the Canadian and U.S. stock markets 
which, at their lowest point on March 23rd had dropped by 34% and 31% respectively.  Since this 
spectacular drop, they have experienced a sharp rebound to the point that as of June 30th, these 
markets were now down only 9% in Canada and 4% in the U.S. year-to-date.  International stock 
markets followed a similar pattern although not having yet recouped as much of their decline. 
 



NBF may act as financial advisor, fiscal agent or underwriter for certain companies mentioned herein and may receive remuneration for its services. NBF and/or its officers, directors, 
representatives or associates may have a position in the securities mentioned herein and may make purchases and/or sales of these securities from time to time on the open market 
or otherwise. The particulars contained herein were obtained from sources we believe to be reliable but are not guaranteed by us and may be incomplete. The opinions expressed 
are based upon our analysis and interpretation of these particulars and are not to be construed as a solicitation or offer to buy or sell the securities mentioned herein. The opinions 
expressed do not necessarily reflect those of 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 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. 

This strong quarterly performance of stock markets could bode well for the future, as suggested by 
the following table from our CIO Office: 

 
It is also noteworthy to recall that uncertainty leads to high levels of volatility from a historical 
perspective, which brings occasional days with strong rises or strong declines. It is therefore not 
surprising to witness higher daily changes and it is likely to happen again in the weeks and months to 
come. 

However, the risk of a second wave of the virus is real until the development of a treatment or a 
vaccine.  To put it shortly, we believe that risks related to COVID-19 are a reason to invest with a 
prudent approach, but not overly defensive. 

On a more “ESG” note, National Bank continued to pursue its durable development efforts and 
energetic transition by becoming on April 22 a partner of Équiterrre.  This initiative brings together 
various economic, political and societal stakeholders to support Équiterre in developing concrete 
solutions that promote the energy transition and help people make environmentally responsible 
choices every day. 


