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Basket Investment Strategy 
 

This Basket invests in a variety of asset classes and seeks to 
optimize the risk-return relationship. We will regularly modify 
the investment mix (within a specified range) in order to reap 
the potential advantages associated with altering market 
conditions.  
 
For the most part, this Basket will consist of exchange-traded 
funds (ETFs), alternative investments and individual securities. 
Long-term target allocations for equities and fixed income are 
60% equities and 40% respectively. This portfolio is suited for 
an investor seeking long-term capital appreciation, capital 
preservation and the generation of a steady stream of income. 
 
In addition, this Basket aims to minimize the volatility ascribed 
to traditional asset classes. More specifically, it seeks to attain 
a return similar to that obtained by a traditional portfolio but 
with lower volatility. Both the diversity of asset classes and the 
inclusion of non-traditional asset classes allow for a reduction 
in risk and volatility. 
 
Various studies have shown that when it comes to achieving 
both steady and substantial real returns, the relative weighting 
of asset classes within a portfolio is equally as important as 
security selection. By investing in this portfolio, our team is 
given the authorization to invest your money and manage your 
investments according to your pre-established asset mix 
parameters. 

 

 

 

Performance  
(TW – Time Weighted; MW – Money Weighted) 

Portfolio Performance 

  
6 Mths 1YR 3YR 5YR Since 

Inception* 

Portfolio TW 5.33 % 15.31 % 5.44 % 4.16 % 5.18 % 
Portfolio MW 5.33 % 15.31 % 5.46 % 4.15 % 5.21 % 
Benchmark 5.07 % 13.87 % 7.88 % 7.44 % 7.48 % 

* Represents a return since inception (June 3rd, 2013) 
Value of Basket 
Date: June 30th, 2021 $ 34,688.12 

Fees: Returns presented are net of fees at the lowest rate of 1.75%. Composition of 
the benchmark: 5% 91-day T-bills, 45% FTSE TMX Canada Universe Bond, 22.5% 
S&P/TSX Composite Index, 27.5% MSCI World Index. *Represents a return since 
inception (June 1st, 2013) 

The following represents the long-term targets for each asset 
class and sector. 

 
  
 
 
Top 10 Holdings 

Description  MV  MV (%) 
ISHARES S&P/TSX60 IDX ETF  $ 4,884.80  14.091 
ISHR CORE S&P US TOTC$HD  $ 3,177.72  9.166 
HORIZONS ACTV C/B-E ETF  $ 3,052.36  8.805 
BMO AGGREGATE BD INDX ETF  $ 2,918.24  8.418 
BMO MSCI USA HI QLTY ETF  $ 2,767.50  7.983 
ISHRS CORE S&P/TSX CAPPED  $ 2,564.80  7.398 
ISHRS CORE MSCI EM MK IMI  $ 2,112.66  6.094 
VANGUARD GL EX-US AGG ETF  $ 2,083.16  6.009 
ISHS MSCI EAFE(C$HDG) ETF  $ 1,946.88  5.616 
ISHS MSCI MUL US C$HD ETF  $ 1,688.64  4.871 

Target Allocation 

Cash Equities

Fixed Income Alternatives

Current Allocation 



 

I have prepared this commentary to give you my thoughts on various financial aspects and considerations. This commentary reflects my opinion alone, and may not reflect the views of National Bank 
Financial Group. In expressing these opinions, I bring my best judgement and professional experience from the perspective of someone who surveys a broad range of investments. Therefore, this report 
should be viewed as a reflection of my informed opinions rather than analyses produced by the Research Department of National Bank Financial. ◦ National Bank Financial is an indirect wholly-owned 
subsidiary of National Bank of Canada. The National Bank of Canada is a public company listed on the Toronto Stock Exchange (NA: TSX).◦ National Bank Financial may act as financial advisor, fiscal agent 
or underwriter for certain companies mentioned herein and may receive remuneration for its services. National Bank Financial 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. Unit values and returns will fluctuate and past performance is not necessarily indicative of future performance.    

 

Transactions (April 1st – June 30th, 2021) 

Type Qty Description  Price  
Buy 160 ISHARES S&P/TSX60 IDX ETF $           28.91 
Buy 72 ISHS MSCI EAFE(C$HDG) ETF $           26.38 
Buy 48 ISHS MSCI MUL US C$HD ETF $           34.43 
Buy 66 ISHRS CORE MSCI EM MK IMI $           31.19 
Buy 24 ISHARES CORE MSCI C$ HDG $           26.40 
Buy 84 ISHR CORE S&P US TOTC$HD $           36.27 
Sell -160 ISHARES S&P/TSX60 IDX ETF $           28.91 
Sell -72 ISHS MSCI EAFE(C$HDG) ETF $           26.38 
Sell -48 ISHS MSCI MUL US C$HD ETF $           34.43 
Sell -66 ISHRS CORE MSCI EM MK IMI $           31.19 
Sell -24 ISHARES CORE MSCI C$ HDG $           26.40 
Sell -84 ISHR CORE S&P US TOTC$HD $           36.27 

 
Commentary Regarding Transactions   

  With strong rumours that the capital gains tax inclusion rate was 
to increase from 50% to 75%, we crystalized the larger gains in the 
portfolio prior to the Federal Budget.  
  

Portfolio Manager’s Comments 
The economy  
 • The economic recovery since March 2020 has largely been 
driven by massive monetary and fiscal stimulus programs, which 
provided support payments for businesses and individuals and 
spurred activity through the early phase of the pandemic. But 
with vaccinations underway and economies mostly reopened in 
some regions, the next phase of the pandemic will likely feature 
a bit less policy support. The winding down of government 
cheques to individuals could curb consumer spending and result 
in a deceleration in economic growth. One potential offset to 
fading stimulus could be that households are in solid financial 
shape, since limited opportunities to spend during lockdowns led 
to significant savings which could eventually be released into the 
economy. New government infrastructure spending programs 
could be another source of support. 
• While the virus situation is continually improving and the 
hospitalization and fatality rates are falling, COVID-19 remains a 
key risk to our outlook. Vaccines are being rolled out, but at a 
slowing pace and the Delta variant is spreading rapidly. Overall, 
the economic recovery remains in good shape, though the pace 
of improvement may be peaking. We continue to look for well-
above average growth in 2021 and 2022, but we are no longer 
above the consensus mainly because economists’ estimates have 
risen significantly. 
 
Fixed Income 
 • A strong economic recovery and upward pressure on inflation, 
even if deemed transitory, have the Fed starting to discuss policy 
normalization. The Fed’s latest economic projections from the 
June 16 release showed a slight nudge higher in the dot plots, 
with as many as two hikes indicated for 2023 and some members 
even calling for a hike in 2022. This is a notable shift because last 

quarter the median of the dots suggested no hikes even for 2023. 
Moreover, quantitative easing likely comes to an end before the 
start of any rate hikes. These adjustments in the Fed’s projections 
are relatively small and don’t represent a major change in the 
outlook, but investors may perceive this change, at the margin, 
as the Fed being more hawkish and a bit less market friendly. 
• Long-term bond yields encountered a bit of volatility following 
the Fed’s statement and have settled toward the lower end of 
their recent trading range. At 1.50%, the U.S. 10-year yield is 25 
basis points below its March high of 1.75% and is now situated 
slightly below the bottom of our modelled equilibrium band. At 
these yield levels, our models suggest heightened valuation risk 
in the sovereign bond market, and, in our view, yields are more 
likely to resolve higher than lower over our one-year forecast 
horizon. 
 

Asset mix     
 • The global economy continues to experience a healthy 
recovery from last year’s recession and, while the positive 
momentum in growth may be peaking, the expansion could last 
for several more years. The virus remains a key risk, as well as the 
potentially negative impact of scaling back stimulus programs. An 
eventual tightening of monetary policy could lead to rising yields, 
which would generate low or potentially negative returns on 
sovereign bonds. Moreover, the U.S. 10-year yield is toward the 
bottom of our expected range and is likely to rise over our one-
year forecast horizon. As a result, we remain underweight fixed 
income. 
• Stocks, on the other hand, continue to offer decent upside 
potential against a backdrop of strong economic growth, which 
should translate to strong revenue gains and significant 
corporate profit growth if profit margins can be sustained. While 
U.S. equities may appear expensive according to our models, 
other regions offer superior return potential. Furthermore, the 
current environment of historically low interest rates, moderate 
inflation and limited alternative opportunities for investors is 
supportive of above-average valuations. 
• For these reasons we are maintaining a moderate overweight 
position in stocks. Our current recommended asset mix for a 
global balanced investor is 64.0% equities (strategic: “neutral”: 
60%), 35.0% bonds (strategic “neutral”: 38%) and 1.0% in cash. 

 
Who is this investment for? 
This investment is for individuals who are seeking a moderate level 
of capital gains and income. This is a “balanced” approach with a 
moderate level of risk and seeks to protect capital over the long-
term through active asset allocation and security selection. 


