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Inception date 12/03/2014 

AUM (millions in CAD) 2,914.2

Management fee 0.55% 

MER 0.77% 

Benchmark
Bloomberg 
Barclays Multiverse 
(Hgd to CAD) 

CIFSC category Multi-Sector Fixed 
Income 

Risk rating BBB  

Lead portfolio manager Steve Locke   

Investment exp. since 1995 

• Seeks a positive total return with low volatility over a market cycle and 
throughout various economic environments. 

• Benchmark agnostic and flexible across the entire fixed income 
spectrum, managed within a credit focused framework, employing 
additional sources of alpha: tactical duration, dynamic allocation and 
credit management. 

• The neutral currency exposure is 100% hedged back to CAD, however 
currency positions can be used tactically for alpha and to manage overall 
risk in the portfolio (generally no more than 10% to 15% open positions). 

• Uses an "always-on" hedging strategy to manage the downside risk 
associated with the High Yield bond exposure (riskiest sleeve). 
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3 Mth 1 Yr 3 Yr 5 Yr 10 Yr SI

Excess return 2.9 -0.5 0.7 1.2 0.0 -

% of peers beaten 78 85 46 71 -

Mackenzie Unconstrained Fixed Income Fund 
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Portfolio characteristics Asset allocation 

Maturity breakdown

Currency exposure

Performance metrics (3 year trailing) Geographic allocation

Credit breakdown

Ratios & metrics Portfolio

Fund Avg Yield 6.7 

Fund Mod. Dur 3.5 

Fund Rating BBB 

Average Price 88.6 

Average Coupon 4.3 

Average Term 12.3 

Bucket Portfolio Benchmark 

0 to 3 26.7     -

3 to 7 37.9     -

7 to 12 13.9     -

12+ 21.4 -

Currency Gross Net

CAD 39.1 92.8  

USD 50.5 3.1  

Other 10.3 4.0  

Metrics Portfolio Benchmark

Standard Dev. 4.3 0.5  

Sharpe Ratio -0.1 -

Tracking Error 4.2 -

Information Ratio -0.1 -

Alpha -0.4 -

Beta 1.8 -

Upside Capture (%) 90.0 -

Downside Capture (%) 59.5 -

Asset Portfolio Benchmark
Investment Grade 
Corporate 36.7 -

Government Bonds 8.6 -

Emerging Markets 9.1 -

High Yield 25.4 -

Loans 8.8 -

Cash & Equivalent 11.9 -

Other 1.8 -

Country Weight

North America 75.6 

LATAM & Caribbean 3.7 

Europe 5.1 

Other 2.8 

Rating Portfolio 

A 9.5 

AA 13.0 

AAA 9.6 

B 17.6 

BB 14.8 

BBB 23.5 

CCC & Below 2.9 

NR 3.6 

Benchmark 
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Attribution 
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Commentary

March 31, 
2023

The first quarter of the year was indeed a tale of two narratives; the first part of the quarter saw the market marking 
central bank terminal rates higher, while the latter part of the quarter saw markets clawing back those hikes in the 
wake of concerns over the stability of the US and global banking system.

Heading into the New Year, it was very much our view markets would need to readjust expectations towards higher 
terminal rates in Europe, the US and Japan. Recall that at the turn of the year markets were pricing a 4.97% June 2023 
Fed Funds rate and a 3.38% equivalent rate for the European Central Bank (ECB). Those rates, and others, moved 
significantly higher in the first couple months of the year as inflation remained sticky – we would suggest structural –
and labour markets remained hot.

The question everyone is now asking: what is the impact of the banking wobble on the ability to obtain credit, and what 
does it mean for the economy at large? And while the first impulse of tighter lending standards at banks, particularly at 
small and medium-sized institutions, is probably correct there is significant debate within markets on the magnitude. 
Although early days, there does not seem to be a massive impairment to obtaining credit either from a personal or 
corporate perspective compared with before the SVB insolvency – at least not yet - but it should be noted credit 
availability has been generally tightening since H1/22. Our view is that credit availability will become more difficult to 
obtain, and perhaps accelerate a little from the trend we have been seeing since H1/22, but not act as a massive, 
immediate tightening on the economy, although we foresee some potential issues in Q4/23 as maturity walls for 
corporates get closer. The large caveat here of course is the economy does not experience another round of bank 
defaults in relatively quick succession; if that scenario of a handful of bank failures were to materialize, that would 
clearly suggest a different and more aggressive path towards possible recession in the second-half of 2023.

The first quarter of 2023 was marked with volatility and was a tale of two, or even three, market gyrations.  The year 
started with many of the same features of Q4 2022 – firm employment numbers, stubborn consumer prices and an 
inverted yield curve in both the US and Canada.  The yield curve inversion has been driven by the rapid increase in 
central bank policy and the associated movement in the 2-year rate, and increased volatility in this part of the curve has 
caused significant movements in yield curve shape.  At the beginning of Q1 2023, the Canadian curve (2s30s) was 
inverted by 78bps and the US curve by 52bps. Stronger data, especially employment data in the US, led to increased 
rate hike expectations, higher 2y yields in both countries, and significantly more curve inversion.  By early March, the 
two curves were both inverted by nearly 120bps.  However, the sudden failure of Silicon Valley Bank and Signature 
Bank in the US as well as the emergency government-brokered takeover of Credit Suisse by UBS was a shock to fixed 
income markets.  Curves steepened dramatically as a result, with 2-year yields fell over 100bps at one point in time.

This resilient data reported at the beginning of the year were also positive for risk appetite, which extended the 
narrowing of corporate bond spread that began in late October last year.  US aggregate corporate bond spread 
narrowed by about 13 bps from 121 bps as at the end of Dec 2022 to 108 bps by early February this year.  The U.S. and 
Swiss banking problems in March caused bond spread to jump sharply wider with spread peaking out at 150 bps 
before correcting to 129 bps by the end of the quarter, with government authorities taking immediate actions 
stabilizing the market.

For the quarter ending March 31, 2023, the US Investment grade bond index returned +2.96% (vs Q4/22: +1.87%), 
whereas the Canadian bond index returned +3.22% last quarter (Q4/22: +0.52%).  A much higher carrying yield of the 
bond index (averaging 5.26% for the US index and 4.01% in Canada) and lower rates across the yield curve helped 
offset the negative impact of wider corporate bond spread.
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Primary bond issuance volume in Canada continued to be underwhelmed during Q1/2023 at about C$23 billon, 
compared with 10-year average of C$32 billion.  The continuing lack of new bond supply remains supportive to 
corporate bond spread, despite the gyrations induced by the brief banking problem.

The U.S. regional banking issue has raised awareness by the market on: (a) unrealized losses in the “Hold to maturity” 
bond portfolio of banks, as a result of the sharp rise in interest rates, (b) the realization by the general public that 
bank’s deposit rates are much lower than rates that can be received from alternate investment vehicle such as money 
market funds, resulting in declining bank deposits in favour of these investment products, and (c) the potential risk of 
junior bank debt or AT1 (LRCN in Canada).  It remains unclear if more regional banks would run into similar situations.  
As such, the market continues to place a higher risk premium than before to AT1 bond such that the spread for these 
bonds remains on the wider side.

The high yield market returned +3.7% in the first quarter of 2023, a welcome relief to investors that just last year 
experienced the worst year for high yield in a non-recessionary environment with a (-11.2%) return during 2022. 
January started exceedingly stronger than anyone expected, generating a return of almost 4% which represented more 
than half of the total return that many analysts expected for the full year, let alone a single month. As the quarter 
progressed, risks surfaced that heightened the volatility and caused spreads to widen, first driven by expectations of 
more aggressive Fed hiking, then followed by what felt like the start of a systematic banking crisis. The Silicon Valley 
Bank’s (SVB) failure caused a crisis of confidence and the disorderly collapse of Credit Suisse (CS), resulting in a risk-off 
environment that saw falling government bond yields and wider credit spreads. Although spreads widened, it lacked 
the type of capitulation moves that you’d expect during a crisis event, and spreads have slowly grinded lower through 
the quarter as government and central bank actions and expectations of a more dovish fed have restored a sense of 
calm in the markets. Spreads started the year at 481 bps and have miraculously tighten to 458 bps despite the 
backdrop of escalating risks that have materialized and may cause tighter financial conditions and weaker company 
fundamentals.  With a potential recession looming in the back half of 2023, spread levels are reflective of heightened 
risk in lower quality CCC at a spread of 1,130 bps which is at the high end of the recent range compared to BB and B 
issuers at 288 bps and 491 bps respectively. The extra spread compensation does come with a higher risk of default but 
was well rewarded in Q1 as CCC outperformed with a return of 4.85%, versus BB’s and B’s that underperformed with 
returns of 3.37% and 3.80%. From a sector perspective, unsurprisingly, Financials and Technology underperformed on 
the back of the collapse of SVB and potential repercussions for the banking system and the tech industry, and 
Automotive and Consumer Products outperformed.  

The current high yield market spread of 458 bps does slightly exceed the long-term average and is pricing in additional 
stress in 2023, although additional widening is likely if economic conditions deteriorate more significantly as the impact 
of “higher for longer” weighs on the economy and causes a hard landing. With that being said, the yield-to-maturity of 
over 8.5% for the high yield market does look attractive on both a relative and absolute basis, as yields have doubled 
from where they were just 15 months ago before the rate hiking cycle took hold. We can envision further spread 
widening by another 200-300 bps depending on the depth and severity of the impeding recession, however we see the 
total return opportunity as compelling to collect the above average yield and potential for higher prices once the 
market recovers.
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With the Fed hiking cycle likely largely behind us and the spread widening we’ve witnessed pricing in the heightened 
risk of an economic downturn, we view the high yield asset class as attractive on both a relative and absolute basis with 
the yield of 8.50%.  Spreads at current levels provide an adequate buffer over treasury yields which should limit 
downside in the high yield market through the 2023. As a team, we’re more comfortable in the higher quality spectrum 
of the high yield market and are positioned accordingly with a growing weighting to the BB-rated category year over 
year. We’re also finding attractive opportunities in other areas of the fixed income market that we feel may offer 
attractive risk-return characteristic and diversification opportunities for our mandates such as; China high yield, Private 
debt, and Hybrid/LRCN markets. We do expect that credit selection will grow in importance through the year and an 
increased focus on corporate earnings and fundamentals in the face of the inflationary and recessionary backdrop. 
Given the uncertainties that continue to loom over the market for; geopolitical risks related to Russia/Ukraine, inflation 
still running in the mid-single digits, the lagged impact of the aggressive Fed rate hiking cycle, a potential banking 
crisis, and an impending risk of a recession in 2H 2023, we do expect to see higher levels of volatility that we hope to be 
able to capitalize on in our mandates. 
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Commissions, trailing commissions, management fees, and expenses all may be associated with mutual fund investments. Please 
read the prospectus before investing. The indicated rates of return are the historical annual compounded total returns as of March 
31, 2023 including changes in share value and reinvestment of all distributions and does not take into account sales, redemption, 
distribution, or optional charges or income taxes payable by any security holder that would have reduced returns. Mutual funds are 
not guaranteed, their values change frequently and past performance may not be repeated. Index performance does not include 
the impact of fees, commissions, and expenses that would be payable by investors in the investment products that seek to track an 
index. 

This document may contain forward-looking information which reflect our or third party current expectations or forecasts of future 
events. Forward-looking information is inherently subject to, among other things, risks, uncertainties and assumptions that could 
cause actual results to differ materially from those expressed herein. These risks, uncertainties and assumptions include, without 
limitation, general economic, political and market factors, interest and foreign exchange rates, the volatility of equity and capital 
markets, business competition, technological change, changes in government regulations, changes in tax laws, unexpected judicial
or regulatory proceedings and catastrophic events. Please consider these and other factors carefully and not place undue reliance 
on forward-looking information. The forward-looking information contained herein is current only as of March 31, 2023. There 
should be no expectation that such information will in all circumstances be updated, supplemented or revised whether as a result of 
new information, changing circumstances, future events or otherwise.

The content of this commentary (including facts, views, opinions, recommendations, descriptions of or references to, products or 
securities) is not to be used or construed as investment advice, as an offer to sell or the solicitation of an offer to buy, or an 
endorsement, recommendation or sponsorship of any entity or security cited. Although we endeavour to ensure its accuracy and 
completeness, we assume no responsibility for any reliance upon it. 

Percentile rankings are from Morningstar Research Inc., an independent research firm, based on the Canada Fund Multi-Sector 
Fixed Income  category and reflect the performance of the Mackenzie Unconstrained Fixed Income Fund for the 3-month, 1-, 3-, 5-
and 10-year periods as of March 31, 2023 . The percentile rankings compare how a fund has performed relative to other funds in a
particular category and are subject to change monthly. The number of Canada Fund Multi-Sector Fixed Income  category funds for 
Mackenzie Unconstrained Fixed Income Fund for each period are as follows: one year - 236  ; three years - 221  ; five years - 186  ; ten 
years - 43 . 

© 2023 Morningstar. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar and/or its content 
providers; (2) may not be copied or distributed; and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor 
its content providers are responsible for any damages or losses arising from any use of this information. Past performance is no 
guarantee of future results.

Morningstar data is shown as of the most recent reporting period by each fund family. Allocations may not equal 100% and will vary 
overtime. Assets contained within “Other” category are not classified by Morningstar. All information presented in this tool is for 
informational purposes only and is not intended to be investment advice. The information is not meant to be an offer to sell or a 
recommendation to buy any investment product. Unless otherwise noted, performance is shown before sales charge. For more fund
information, click the POS Documents link.

All information is historical and not indicative of future results. Current performance may be lower or higher than the quoted past 
performance, which cannot guarantee results. Share price, principal value, and return will vary, and you may have a gain or a loss 
when you sell your shares. Performance assumes reinvestment of distributions and does not account for taxes. Performance may 
not reflect any expense limitation or subsidies currently in effect. Short-term trading fees may apply. To obtain the most recent 
month-end performance, visit Morningstar.com.

This material is for informational and educational purposes only. It is not a recommendation of any specific investment product,
strategy, or decision, and is not intended to suggest taking or refraining from any course of action. It is not intended to address the 
needs, circumstances, and objectives of any specific investor. Mackenzie Investments, which earns fees when clients select its 
products and services, is not offering impartial advice in a fiduciary capacity in providing this sales and marketing material. This 
information is not meant as tax or legal advice. Investors should consult a professional advisor before making investment and
financial decisions and for more information on tax rules and other laws, which are complex and subject to change.

© 2023 Mackenzie Investments. All rights reserved.
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