
IT IS AN INESCAPABLE FACT THAT THE WORLD 
HAS CHANGED.
It is also becoming increasingly clear that income-oriented investors will feel the impact deeply. At 
a time when Boomers, the largest demographic cohort in history, are retired or nearing retirement, 
interest rates and bond yields are at their lowest point. This has created a veritable income famine and 
may require many to either take on more risk, eat into capital or scale back their lifestyle; none of which 
are particularly palatable options for retirees. Financial professionals will need to design portfolios that 
deliver sufficient income to sustain privileged lifestyles over an ever-expanding lifespan.  

NEW REALITIES
When Boomers were establishing themselves in the 80s and 90s, they looked to advisors to “make 
me rich”. In late 1981, 10-year US treasuries were in the process of dropping from an all-time high of 
almost 16% and a bond bull market of unimaginable length was underway. Investors received outsized 
returns, and over time, an unintended consequence was a growing tendency to treat fixed income 
investments as the set-it-and-forget-it portion of their portfolios. 

As Boomers entered their sunset years, the investment zeitgeist changed from “make me rich” to 
“keep me rich”. Surveys over the past couple of years have confirmed that, for the first time in a very 
long time, investors now prioritize capital preservation over capital growth. Although some may not 
yet recognize the subtle shift to a “win by not losing” mindset, the trend will only strengthen in the 
face of growing longevity. The duality of wanting to be more conservative while needing to take on 
more risk will challenge advisors’ ability to manage expectations like never before.
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GICs
GICs are savings products, not investment products, but recently we have noticed that more 
financial professionals seem to be incorporating them into their clients’ portfolios. Locking investors 
into savings at historically low interest rates seems like an abdication of duty. While the returns are 
indeed guaranteed, the real rate of return is also guaranteed to be flat at best, and negative at worst, 
especially since interest income is taxed at everyone’s marginal rate. Add illiquidity and the fact that 
recommending GICs in an investment portfolio runs counter to the brand of an investment advisor 
and there is much cause for concern.

CANADIAN GOVERNMENT BONDS
Short-term treasuries all the way out to 10-year Canadian treasuries currently offer yields of less than 
1%. Something else they offer is an extraordinary level of risk, especially in the long end of the curve. 
This is due to expected reflation that will inevitably occur due to the extraordinary fiscal and monetary 
stimulus that is being thrown at the COVID health and financial crisis. A lengthy period of declining 
rates has conditioned many to believe that rates will never rise. Maybe not now, and maybe not next 
year, but sometime sooner than we anticipate, rates may begin to normalize. This will put a great deal 
of stress on a portfolio of treasuries that is not actively managed.
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NORTH AMERICAN DIVIDEND PAYING STOCKS

Dividend paying stocks have historically provided a valuable hedge against inflation. Companies 
that pay dividends are typically well established in their industry and able to weather economic 
adversity better than growth companies. Dividend paying equities offer a combination of safety, 
income and long-term steady growth which make them very attractive for investors during times 
of crises. These qualities mean that this asset type has become a very crowded trade during the 
current crisis. 

INVESTMENT GRADE & HIGH YIELD CORPORATE DEBT

The thirst for income has driven demand for investment grade and high-yield corporate bonds. These 
bonds are an attractive complement to treasuries because they are often less sensitive to changes in 
interest rates. Corporate bonds offer investors significantly higher yields than treasuries, but they also 
come with default risk. They have become more attractive during this period of historically low rates and 
yields have been coming down, making it more difficult to realize value.
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NEW POSSIBILITIES FOR GENERATING INCOME

2. CURRENCY IMPACTS
The global currency market is the largest, most liquid market in the world. It has also been 
among the most non-correlated and volatile market since the Global Financial Crisis. This 
has provided Forstrong a significant advantage over other global asset managers who are 
largely currency inert; choosing to remain either hedged or unhedged. Forstrong believes 
that the U.S. dollar has begun a long-term secular downtrend that will usher the most 
significant change to the currency market since the advent of the Euro. China’s economic 
ascent and the renminbi’s inclusion in IMF SDR, signifies its trajectory toward global reserve 
currency status has begun. Although the U.S. dollar will remain the dominant currency for 
some time, Forstrong envisions a tripolar economic order with distinct American, Eurozone 
and Emerging Asian economic hubs. Currency management will become an even more 
important weapon for managing risk and return going forward.

1. EMERGING MARKETS FIXED INCOME AND OTHER GLOBAL YIELD SOURCES
Since the Asian Contagion of the late 90s that created a crisis right across the region, 
policymakers have put their fiscal and monetary houses in order, and importantly, continued 
to behave responsibly. Unlike developed market policymakers who have employed extreme 
measures, emerging Asian economies possess all the tools in the kit to effectively manage 
economic adversity. It is unlikely that they will need those tools any time soon though as 
many EM countries have overwhelmingly favorable conditions for growth with younger 
demographics growing middle classes and burgeoning consumer economies and GDPs. 
Emerging Asian debt offers very attractive yields with very positive risk characteristics for 
investors who understand the market.
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3. ACTIVE MANAGEMENT 

Led By A Team Of Global Investment Professionals
Going forward, realizing meaningful income will require that investors venture out on the 
risk spectrum. Whether advisors choose traditional or non-traditional approaches, or some 
combination of each, the set-it-and-forget-it era of income generation is most definitely over. 
Growing risks associated with heightened economic, geopolitical, social and environmental 
uncertainties will require investors to pay attention and be ready to act. Investors will have to 
be very selective about their exposures in a rapidly changing world. Managing fixed income 
passively off the corner of one’s desk may well become a dangerous strategy once rates 
begin to normalize.

“Meeting investors’ growing needs for safer, more 
predictable returns and reliable sources of income in an 
era of multiple once-in-a-lifetime crises is the greatest 
challenge facing financial professionals going forward.

Phone: (416)-848-3347
Email: info@forstrong.com
www.forstrong.com



PORTFOLIO OBJECTIVE

TOP FIVE HOLDINGS Inception Date: 30-Jun-08

1. iShares JP Morgan EM Local Curncy Bond ETF Portfolio yield  5: 2.40%

2. Vanguard US Agg Bond ETF (CAD-hdg) Market Risk:

3. SPDR Barclays Intl Treasury Bond ETF Global Content:

4. SPDR Barclays ST Intl Treasury Bond ETF

3. iShares JP Morgan USD EM Bond ETF

Year To Date Last 1 Year Last 3 Years Last 5 Years Last 10 Years Since Inception
6.68% 6.68% 5.34% 5.26% 7.84% 8.41%
8.88% 8.88% 6.69% 4.90% 6.91% 6.17%

Key Risk Facts7 Standard Deviation6 Downside Deviation6 Sharpe Ratio6 Sortino Ratio6 Upside Capture Downside Capture Max Annual 
Drawdown

Global Income 6.67% 3.50% 1.12 1.36 96.58% 52.64% -2.73%
Benchmark³ 6.16% 3.71% 0.87 0.71 -- -- -1.56%

Global Income
Benchmark³

1. Current strategies represent actual investment policies implemented in the portfolio. Strategies are subject to change. 2. Investment in Forstrong Special Opportunities Focus is attained through an allocation to the Horizons Managed 
Global Opportunities ETF, which is managed by Forstrong. The Core Income’s maximum portfolio of 35 ETFs considers both ETFs held directly, and ETFs held within the Special Opportunities Focus strategy. For further details about the 
Special Opportunities Focus strategy, please consult the provided portfolio outline. 3. Benchmark performances do not include the impact of any fees. The composite benchmark for this portfolio is comprised of the following indices and 
weights: CAD 90-day Treasury Bill Index (5%), MSCI ACWI Index in $Cdn (25%), and Bloomberg Barclays Global Aggregate Bond Index in $Cdn (70%). 4. Performance statistics for Managed ETF Portfolios are calculated from documented 
actual investment strategies as set by Forstrong’s Investment Committee and applied to its portfolios mandates, and are intended to provide an approximation of composite results for client separately-managed accounts. Actual 
performance of individual separate accounts may vary with average gross “composite” performance statistics presented here due to client-specific portfolio differences with respect to size, inflow/outflow history and inception dates, as well 
as intra-day market volatilities versus daily closing prices. Performance figures provided are net of total ETF expense ratios and custody fees, but before transaction costs, withholding taxes, and other investment management and advisor 
fees. Past investment results provide no indication of future performance. Future returns are dependent on the general financial investment environment, the nature of the portfolio mandate and active investment strategies and risks. Volatility
measured as standard deviation. 5. The total weighted portfolio yield is calculated by multiplying the weight of an individual ETF by its 12 month yield for equity ETFs and yield to maturity for fixed income ETFs and summing the results for 
the total portfolio. The 12 month yield is the sum of an ETF’s total trailing 12-month interest and dividend payments divided by the last month’s ending share price (NAV) plus any capital gains distributed over the same period. Data 
supplied by Bloomberg. 6. Annualized returns presented in Canadian Dollars. 7. Risk Metric Definitions: Alpha - A measure of risk-adjusted return which evaluates the active manager’s performance in excess of the benchmark, scaled for Beta. 
Downside Deviation - A measure of risk which evaluates the average deviations of a return series exclusively for months in which returns fall below the Minimum Acceptable Return (defined below). Max Annual Return/Drawdown - A measure 
of the highest (lowest) cumulative returns over a period of 12 consecutive months. Minimum Acceptable Return (MAR) - The lowest return a figurative “average investor” would tolerate in his/her portfolio. We define as the Canadian 
Consumer Price Index (CPI) + 2% per annum. Sharpe Ratio - A measure of risk-adjusted return which evaluates the active manager’s performance in excess of the Risk Free Rate (defined below) per unit of volatility as measured by Standard 
Deviation (defined below). Sortino Ratio - A measure of risk-adjusted return which evaluates the active manager’s performance in excess of the Minimum Acceptable Return (defined above) per unit of volatility as measured by Downside 
Deviation (defined above). Standard Deviation - A measure of risk which evaluates the average deviations of a return series from its mean. Risk Free Rate - The theoretical rate of return of an investment with no risk of financial loss. We define 
as the 90 day Canadian treasury bill rate.

ASSET ALLOCATION¹

This portfolio mandate is designed for clients with a modest risk tolerance and preference for 
global content, seeking to grow their capital with an emphasis on receiving income over the long-
term. An appropriate investment horizon for this portfolio is 7 years or greater. As this portfolio is 
invested in listed assets, returns will vary for shorter-term periods, however, can be reasonably 
expected to outperform cash over the longer-term.

PORTFOLIO PHILOSOPHY

Forstrong utilizes a global, multi-disciplined investment approach, focusing upon a long-term 
investment horizon.  Our portfolios are strategically balanced, seeking to provide stability through 
all investment climates with an emphasis on risk management and low turnover. 

CALENDAR YEAR PERFORMANCE    3,4

Investment Results6
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