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ASSET ALLOCATION

2nd Quarter 2021

HIGH INCOME

PORTFOLIO OBJECTIVE

The investment objective of the portfolio is to 
achieve a high level of income by investing primarily 
in Canadian income trusts, Canadian fixed income 
securities, and other Canadian income producing 
securities.
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PORTFOLIO REVIEW

As the global economy has reopened macroeconomic data throughout the world has accelerated, propelling 
economically sensitive sectors like energy, industrials, and financials to new highs. Allocations into these 
sectors have replaced much of the technology weight seen across Barometer portfolios in Q1. 

This past quarter was marked by significant shifts in market leadership that have led to notable changes to 
Barometer's portfolio sector allocations. Technology companies had been clear market leadership for much of 
the duration of the pandemic due to remote work and shifting consumption habits driven by social distancing 
efforts. 

The energy sector was very strong during the quarter on the back of higher oil prices caused by rampant 
demand. The financials sector worked well during the quarter due to elevated interest rates and a steepening 
yield curve, as well as expectations for positive results to come out of the Federal Reserve Comprehensive 
Capital Analysis and Review (CCAR) stress tests which occurred at the end of June. 

This strong economic growth and consequent strong performance in equity markets have been underpinned 
by extremely supportive global central banks. The level of monetary and fiscal stimulus provided over the last 
18 months is unsustainable, and as economic data firms and signs of inflation start to appear, investor concern 
turns to a potential reduction of stimulus efforts. This will remain a worry until we begin to see concrete plans 
for a tapering of central bank balance sheet expansion, especially by the Federal Reserve in the U.S., but 
markets have broadly responded in a healthy manner when discussions of tapering have occurred during Fed 
meetings, so we expect the tapering process to proceed in an orderly manner, likely beginning sometime next 
year. The Federal Reserve has communicated quite clearly that the inflation they are seeing at the moment is 
transitory and is driven by some supply chain dislocations and supply and demand imbalances. With all this in 
mind, the Fed remains committed to providing substantial liquidity for as long as necessary.

The Barometer High Income Mandate entered the quarter with an overweight bias towards energy, industrials, 
materials, real estate, utilities, and financials as these sectors continued to show strength on the back of a 
global economic recovery. The mandate entered the quarter underweight information technology, healthcare, 
consumer discretionary, consumer staples and communication services. Exposure to the energy sector was 
increased over the quarter as energy stocks performed strongly on the back of resilient crude oil prices. At 
current spot crude oil prices, energy companies boast a strong free cash flow profile with an emphasis on 
paying down debt and strengthening their balance sheets. The strong fundamentals, coupled with improving 
demand conditions for oil and gas have increased investor attention to the sector. With second quarter 
earnings reporting season around the corner, energy companies should report strong quarterly earnings and 
an inflection in free cash flow. Sell side analyst models use a crude oil prices much lower than current spot 
which should bode well for valuation re-rates and price target bumps along with the quarterly reports.
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Performance is calculated gross of fees. The opinions expressed by the investment manager(s) contained here do not imply or mean 

that Raymond James Ltd. endorses or approves of that content. Views and opinions expressed in this document may not be accurate 

over the long term. These opinions are current as of the date of this document but are subject to change.

Raymond James Ltd., Member - Canadian Investor Protection Fund.

OUTLOOK

Strong economic growth and supportive global central banks continue to provide a strong environment for 
propelling a broader group of companies and industry sectors. In addition, the Federal Reserve remains 
committed to providing substantial liquidity for as long as necessary. With changes in market leadership and 
various sectors of the economy benefiting as we go through this recovery; Barometer will continue to adjust 
portfolios.




