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Fixed Income
The 60/40 portfolio

• The graph on the right shows the 
average yield on a 60/40 portfolio.


• The yield as of June 30, 2021 is 
3.23%, close to half of the long-term 
average of 6.22%.



Fixed Income
Low correlation industries

• Utilities and Real Estate have a low 
correlation to real GDP with 0.04 
and 0.16 respectively.


• Durable business model and low 
correlation to GDP makes them 
good substitutes for fixed income



Portfolio Return - sources
Return by style and size

• Over the past 10 years, growth has 
outperformed value and blend across 
sizes. 


• Similar story can be seen since 
market peak (Feb. 2020).


• However, YTD we are seeing an 
outperformance of value style, 
especially in the small capitalization 
space



Portfolio Return - diversification
Top 10 Stocks in the S&P500

• While the S&P500 has performed 
well, note that most of the 
outperformance is generated by 
the top 10 names.


• While some of those names are 
high quality companies, we prefer 
to have exposure to different 
industries.



US Economy
Components of GDP

• A big part of what makes the US 
economy so resilient is its reliance on 
domestic consumption, close to 70% of 
GDP.



US Economy
US Debt to GDP ratios

• And the US consumer has never 
been in better shape. 


• Household debt as a % of GDP is 
~80%, much lower than 07-09 close 
to 100%



US Economy
Wage and Unemployment

• Unemployment is 
currently 5.9%, lower 
than the long-term 
average of 6.3%


• Wage growth is currently 
4.6%, higher than the 
long-term average of 
4%.



US Economy
COVID-19 situation

• Confirmed cases and 
fatalities are near all-
time lows


• US has already 
achieved herd 
immunity.



US Economy
Human Capital

• Another huge advantage for the US is 
its attraction to human capital.


• From 2000-2010, close to 200,000 
inventors immigrated to the US, by far 
the lion share.
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General Disclaimer

EL

Disclosures

The information contained in this report has been compiled by RBC Dominion Securities Inc. from sources believed to be reliable, but no representation or warranty, express or implied, is made by 
RBC Dominion Securities Inc., its affiliates or any other person as to its accuracy, completeness or correctness. All charts, illustrations, examples and other demonstrative content contained in this 
report have been provided for illustrative purposes only as of the date of this report, are subject to change without notice and are provided in good faith but without legal responsibility. Whilst efforts 
are made to ensure the accuracy and completeness of the information contained in this report at the time of publication, errors and omissions may occur. 

Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Hypothetical historical data used in this report, including any 
underlying assumptions used, is not indicative of future performance or value.  Any upward or downward trend presented is not an indication that the portfolio is likely to increase or decrease in value 
at any time.  

The income/yield forecasts contained herein have been generated by RBC Wealth Management using a combination of current and expected dividends, coupon payments, and yields, which have 
been reported by each issuer, for the specified securities within the portfolio. The information provided is a forecast. This forecast does not provide certainty as to the actual income/yield that will 
be generated by the portfolio in the future. Specific income/yield assumptions for each security are provided in the Individual Holdings section of this document. Where appropriate, efforts have been 
made to exclude one-time or non-recurring dividends or payouts from the calculations. In some cases an established method of forecasting income/yield for specific securities may not exist or the 
data required to produce the forecast may not be available. In such cases, the income/yield generated by the security is assumed to be zero. There is no guarantee that the securities will continue to 
pay income as forecast or that the payout yield will remain constant over the forecast horizon. We caution you not to place undue reliance on these estimates as a number of important factors could 
cause actual income/yield to differ materially from the estimates provided here. These factors include, but are not limited to, changes in dividend or distribution rates, suspension of dividends or 
distributions, fixed income default, variable coupon or payout rates, changes in foreign exchange rates, and sale or early redemption of securities with call provisions. Caution should be used when 
relying upon any forecast when making investment decisions.

Each legal jurisdiction has its own laws regulating the types of securities and other investment products which may be offered to their residents, as well as the process for doing so. As a result, any 
securities or investment products discussed in this report may not be eligible for sale in some jurisdictions. This report is not an offer to sell or a solicitation of an offer to buy any security.   
Additionally this report is not, and under no circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction by any person or company that is not legally 
permitted to carry on the business of a securities broker or dealer in that jurisdiction.  The contents of this report are provided for informational purposes only and do not constitute a recommendation 
to purchase a particular security or investment product. Nothing in this report constitutes legal, accounting or tax advice and you are advised to seek independent legal, tax and accounting advice 
prior to acting upon anything contained in this report.  Interest rates, market conditions, tax and legal rules and other important factors which will be pertinent to your circumstances are subject to 
change.  Specific investment strategies should be considered relative to the suitability of the products contained therein, your objectives and risk tolerances.  For information on any security or 
investment product mentioned in this report you are advised to consult the applicable offering document pertaining to such security prior to investing.  

To the full extent permitted by law neither RBC Dominion Securities Inc. nor any of its affiliates, nor any other person, accepts any liability whatsoever for any direct or consequential loss arising from 
any use of this report or the information contained herein. No matter contained in this document may be reproduced or copied by any means without the prior consent of RBC Dominion Securities 
Inc.  Additional information available upon request.

RBC Dominion Securities Inc.* and Royal Bank of Canada are separate corporate entities which are affiliated. *Member-Canadian Investor Protection Fund. RBC Dominion Securities Inc. is a 
member company of RBC Wealth Management, a business segment of Royal Bank of Canada. ®Registered trademarks of Royal Bank of Canada. Used under licence. © RBC Dominion Securities 
Inc. 2018. All rights reserved.
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Data and Report Disclosures

Asset Allocation Where mutual funds or other structured securities are incorporated into this 
statement, they are classified by region (Canadian, US, or International) and by sector (Cash, Fixed 
Income, Equity, and Other) even though some may contain elements of more than one classification.

Sector Allocation represents the portfolio’s exposure to established industry sectors. The term 
"Other" is used to denote securities that either do not fit any of the other sector classifications, or 
contain elements of more than one.  Examples may include Exchange Traded funds or Mutual 
Funds.

Top Holdings indicates the 5 largest holdings within the portfolio or relevant asset class based on 
the market value of portfolio holdings at the time the report was generated.

Last Price represents either the previous day’s closing price or the most recent intraday price quote, 
as indicated in the report, at the time the report was generated. It does not necessarily reflect the 
price at which a trade in the indicated security could be executed.

Market Value represents the value of the investment at the time the report was generated based on 
either the previous day’s closing price or the most recent intraday price quote. It does not necessarily 
reflect the current market value of the security holdings.

Percent (%) of Portfolio represents the percentage weight of the indicated security within the 
portfolio at the time the report was generated. It does not necessarily reflect the current market value 
of the security holdings.

Percent (%) of Asset Class represents the percentage weight of the indicated security within the 
relevant asset class at the time the report was generated. It does not necessarily reflect the current 
market value of the security holdings.

Dividend Yield is based on projected dividends and distributions, which are not guaranteed and may 
be subject to change.

Yield to Call/Maturity for any preferred share or bond with a call feature is calculated using the most 
conservative of the maturity date or the first call date, I.e. which ever would amount to the lowest 
yield.  Note that many preferred shares and some bonds have multiple call dates at differing prices.  
In such a case, the Yield to Call/Maturity may not be a conclusive indicator of value and investors 
should review the terms of the security to gauge the relative risk and return potential.

Yield to Call/Maturity for Canadian preferred shares is calculated on a bond equivalent 
basis using assumed tax rates, i.e. the figure shown is indicative of the yield that must be 
earned on a bond priced at 100 in order to achieve an equivalent after tax return.  This 
allows for comparison of bonds and preferred shares on an equal basis.  Calculations 
assume capital losses can be applied against capital gains from elsewhere in the portfolio.

Annual Income is based on projected dividends and distributions, which for many 
securities such as equities, income trusts and mutual funds are not guaranteed and may 
be subject to change.  In addition, annual income is projected based on the assumption 
that no fixed income security will be called within the next 12 months.  In such an event, 
there may be a risk that a replacement security cannot be found with similar cash flow and 
yield characteristics.  No reinvestment assumptions are made for securities that mature 
within the 12 month projection window.

Cash-on-Cash Yield is calculated by dividing the total value of cash flows that are 
expected to be received over the next 12 months by the current market price of the 
security.  Unlike the Yield to Call/Maturity calculation, it does not take into account the 
amortization of any premiums or discounts to any future maturity or call value.  The 
number is provided as a uniform measure of the cash flows expected from a security.

Fixed Income Credit Allocation Credit ratings used for the purposes of these charts 
have been harmonized amongst the various ratings agencies (for example, S&P AA- and 
DBRS AA(low) would be treated as equivalent ratings even though ratings criteria may 
differ amongst the ratings agencies).

Fixed Income Sector Allocation GICs are treated as Federal Government credit under 
the assumption that individuals hold no more than the $100,000 CDIC insurance limit.  
Above the limit, GICs should be viewed as corporate debt securities.

Fixed Income Term to Maturity and Modified Duration Maturity dates used when 
calculating these values are the most conservative of any applicable call date or maturity 
date, I.e. which ever would amount to a lower yield to maturity or call.  Accordingly, as 
interest rates change, there may be significant changes in term or modified duration as 
the relevant end dates for some securities change. For preferred shares, which are 
perpetual in nature, a maturity date of 2050 is used for purposes of calculating term to 
maturity and modified duration.

The information contained in this report is complied from sources believed to be reliable and is updated regularly; however, changes can occur without notice and data and calculations are 
provided on a best efforts basis only. RBC Dominion Securities Inc. makes no warranties and does not accept responsibility for the accuracy of this information. There is no assurance that the 
prices, weightings, ratios, ratings, or recommended securities will remain the same over time.
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Investment Risks

Market Risk Any investment is subject to market fluctuations and thus there can be no assurance that 
an investment will return its value or that appreciation will occur.

Concentration Risk Where significant percentages of a portfolio are held in a single security or asset 
class or highly correlated securities, volatility may be very high relative to broader market indices. 
Concentrations may occur with counterparties (issuer), asset class, issuer, industry, or currency.

Credit risk This risk is typically associated with fixed income instruments, but applies to any instrument 
where repayment depends on the ability of an entity to settle an obligation. The risk borne is that the 
issuer may default on their obligation.

Counterparty Risk Conceptually the same as ‘Credit Risk’, but generally used to describe the risk of 
less direct exposures such as the issuer on a structured product, some Exchange Traded Funds (ETFs), 
or the entity behind a derivatives contract.

Transparency / Complexity Risk Some products such as hedge funds, structured products, fund of 
funds, and private equity may not give clients full or real-time transparency on holdings or have complex 
underlying positions. Investors should take particular care in understanding the structure of these 
holdings and the nature of the product prior to investing.

Leverage Risk Where lending is either secured by a portfolio or is embedded in a product, investors 
may be particularly exposed to increased market risk and liquidity risk in adverse markets.

Currency Risk Currency can either directly or indirectly affect an investment. The value 
of a holding will be directly affected by foreign exchange movements where the investor’s 
reference currency is different from the investment currency. For investments such as 
equities, the value of the underlying investment may also be indirectly affected by 
currency where foreign exchange movements influence the market economy and 
competitiveness of companies.

Liquidity Risk There are two types of ‘liquidity risk’. Firstly, by design a structure may 
render funds inaccessible to the investor over certain periods of time as a result of lockups 
or redemptions leaving the investor open to market risk during these interim periods. 
Secondly, if market volumes in an investment are low, an investor may be unable to find a 
buyer or seller to match their position or may only be able to buy or sell at 
disadvantageous prices.

Political Risk Countries with political instability or where political bodies can exert a 
strong influence on markets and business practices may be subject to greater volatility. 
Political risk is present if the potential returns on an investment could be significantly 
affected by a political entity’s decisions rather than by predominantly economic and 
market factors. Political risk may include potential for currency controls, expropriation and 
insufficient legal or regulatory infrastructure.

Rollover Risk Rollover risk is faced by countries and companies when their debt is close 
to maturity and must be ‘rolled over’ into new debt. If conditions for the issuer have 
deteriorated since the issue to be refinanced, the costs of the new financing may be 
considerably higher, or it may not even be possible to find new buyers to provide 
refinancing for maturing debt.

Inflation Risk Erosion of real capital value relative to its future purchasing power.

The following represents some of the key portfolio risks investors should consider; however, it is not intended to be an exhaustive catalogue of all potential risks, nor is every risk listed necessarily 
applicable to every investment product or security.


