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Canada Life Risk-Managed Portfolios 
Quarterly update 
 
Canada Life Risk-Managed Portfolios™ provide clients with a single-fund solution that brings together 
risk management strategies and traditional and non-traditional investments. These portfolios are 
specifically designed to help guard against volatility while still allowing them to participate in the 
markets.  

Q1 2023 
highlights 

• Despite rising economic headwinds, equities rallied in Q1 2023 across all markets. 
• The Fed’s decision to guarantee SVB deposits, which implicitly guarantees deposits in other banks, 

retored market confidence and equities rose in March as a result. 
• Bond yields fell as fixed-income markets began to price in monetary easing due to the fallout from the 

banking crises. 
  

Market commentary 
Equity markets demonstrated resilience in the first quarter of 2023 (Q1) and 
delivered positive returns despite rising economic headwinds and 
uncertainty around the trajectory of monetary policy. Equities started the 
year strong and rallied throughout January amid New Year optimism that 
the global economy would avoid recession and achieve a ‘soft landing’. This 
optimism was tempered in February and equities shed some of their 
January gains as data readings suggested inflation remained sticky and 
Jerome Powell and other central bankers suggested monetary policy may 
need to be tighter than previously envisioned. The collapse of Silicon Valley 
Bank (SVB) in March sparked global banking concerns and Credit Suisse 
subsequently faced funding problems and was taken over by UBS. The 
decision of the U.S. Federal Reserve Board (Fed) to guarantee SVB 
deposits restored market confidence by implicitly guaranteeing deposits in 
other banks and recognising the collapse of SVB as a credit tightening 
event. Equities rose in March as anticipation grew that the Fed and other 
central banks’ terminal rate would likely be lower than expected at the 
beginning of the month. 

Global developed equity markets ended the quarter in positive territory, 
returning 7.7% in C$ terms in Q1 2023. Over the same period, regional 
equities returned positively as well with international (EAFE) equities  
returning 8.5%, U.S. equities returning 7.4%, Canadian equities returning 
4.6% and emerging market equities returning 3.9%. On the fixed income 
front, global bonds hedged to C$ returned 2.8% and Canadian bonds 

 
1 Source: Factset, as at March 31, 2023. Total return in C$. Market returns use the following 
benchmarks: 1-Month Canadian Banker Acceptance Rate, ICE BofA Global Broad Market 
100% CAD HEDGED, ICE BofA Canada Broad Market, MSCI Emerging Markets, MSCI EAFE, 
MSCI World, S&P 500, Canada S&P/TSX Composite. 

returned 3.0% over the quarter. All 
returns quoted in this paragraph are in 
C$ terms. 
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Asset allocation  
All fund weights were in line with their strategic targets 
over the course of the quarter. 

• Equity allocations contributed positively to fund 
performance for the quarter as markets rallied at the 
start of the year, before selling off amid the banking 
crisis and recovering to end the quarter in positive 
territory. Within equities, the allocations to the 
Canada Life Risk Reduction Pool, Canada Life 
Pathways Global Tactical Fund and the Canada Life 
Canadian Low Volatility Fund were among the 
largest contributors to performance in Q1, while the 
Canada Life US All Cap Growth Fund was also a 
notable contributor to the performance of the growth 
fund. 

• Within fixed income, all funds were positive 
contributors. The largest contributions came from 
the Canada Life Pathways Global Multi Sector Bond 
Fund and the Mackenzie Canadian Aggregate Bond 
ETF. 

• The Mackenzie Multi-Strategy Absolute Return 
Fund ended the quarter in slightly positive territory, 
delivering a flat contribution. 

 

 

 

 
2 Over/underweight reflects the weighting of the underlying funds in the portfolios versus their strategic asset allocation. 
3 Contributor/detractor denotes absolute performance of the asset class between the reporting periods.   
4 The Risk Reduction Pool may be over/underweight cash/equity at any given time that may not be reflected in the asset allocations over/underweight 
table. The Risk Reduction Pool is not available to be purchased on a stand-alone basis. 

Canada Life Risk Reduction Pool4 
The Risk Reduction Pool contributed positively to returns 
during Q1. The strategy underperformed its 50% 
equity/50% cash benchmark over the course of the 
quarter. The tactical equity underweight detracted from 
relative performance in Q1 on the back of positive equity 
market returns. The fund has underperformed as a 
whole over the year. The primary aim of such a strategy 
is to deliver protection relative to the equity market and 
the fund achieved that in 2022 when markets sold off. 
The fund has contributed positively to returns since 
inception, broadly in line with the benchmark. 

The Risk-Managed Portfolios’ tactical equity underweight 
was maintained over the course of Q1, implemented via 
the Risk Reduction Pool where the target delta of the 
strategy (a measure of its equity exposure) was 
managed to 38, compared to its strategic target of 50. 

 
The Risk Reduction Pool is an equity collar strategy that 
looks to reduce the volatility of an underlying equity 
investment, in this case the S&P 500 index.  The 
objective of the strategy is to provide a smoother journey 
to investors. The strategy looks to reduce volatility 
through the use of an option strategy overlay.   
 

Asset class 

Over/  
underweight1F1F1F

2 

Contributor (+) 
or detractor(-) 2F2F2F

3 
Local 
currency CAD 
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Portfolio performance 
Net returns in Canadian dollars (%) 

Fund class Portfolio 3mos 6mos 1 yr SI* 

Mutual 
(Series F) 

Conservative 
Income 2.84 4.72 -1.20 -0.35 

Balanced 3.11 6.06 -0.58 1.89 

Growth 4.18 8.48 0.28 3.51 

Segregated 
(75/75 (P)) 

Conservative 
Income 1.55 1.66 -9.11 -1.85 

Balanced 2.61 2.49 -8.36 0.38 

Growth 3.95 3.58 -9.10 1.50 

For all series performance see fund overview and performance.  

*SI = since inception. Inception date of all portfolios is Nov. 4, 2020. 

Short-term market outlook 
Global equities have proved resilient in the face of 
mounting headwinds, from lacklustre earnings to 
continued monetary tightening and banking crises. 
However, in our view, the asset class has yet to price in 
an adverse economic scenario like a recession, so 
volatility is set to remain elevated. This relates especially 
to the fallout from the banking crises and the resultant 
impact on sentiment and credit creation. Moreover, while 
inflation has decelerated from six months ago, price 
pressures remain elevated and tighter credit conditions 
would likely crimp demand, resulting in pressure on 
corporate earnings and margins. Even if central banks 
were to ease into the slowdown, equity markets have 
typically fallen during previous periods of monetary 
easing. This has been due to the reason usually behind 
monetary easing in the first place. Namely, recessionary 
conditions. In the event of such a scenario, valuations 
still do not look attractive: the 12-month forward price-to-
earnings ratio (P/E) for the MSCI USA is 18.5x against a 
long-term average of 17.1x. Equities outside the U.S. 
offer better value. Europe ex-U.K. equities trade at a 
multiple of 12.4x against a long-term average of 13.2x, 
while emerging markets are a better value versus global 

peers. On balance, we believe there could be a better 
entry point for equities later this year. 

On the fixed income front, bond yields have fallen to 
reflect potential monetary easing amid a more adverse 
economic scenario. The aggressive move down in the 
short-end, which typically leads the Fed funds rate in the 
U.S., relative to the longer end suggests a recession is 
possible. If there is a recession, fixed income markets 
are closer to pricing in such a scenario than equity 
markets. In this context, historically elevated yields 
remain attractive. 

On a 12-month view, our base case is that German 10-
year government bond yields fall from 2.31% at the end 
of March to 1.50% and that the equivalent for the US 
falls from 3.51% to 3.25%. As a result, we believe fixed 
income offers a better risk-reward profile than equities at 
this stage in the cycle and are attractive from a wealth 
preservation perspective. 

Long-term market outlook 
Navigating equity markets is difficult even in a benign 
environment but it has become more arduous in the 
current backdrop with heightened uncertainty on many 
issues. As a result, the increased volatility evident in 
2022 and Q1 2023 is likely to continue. 

While the outlook for equity markets suggests the 
potential for another leg down in the near term, it 
remains positive over the medium to long term with 
upside of approx. 7% per year expected on a 5/10-year 
view. This positive longer-term view of equities is 
supported by prevailing yields and the potential for 
earnings growth through the cycle. 

In terms of fixed income, while investors may have to be 
prepared for a bumpy ride, we think there are some 
compelling long-term opportunities in the asset class 
with history showing that the yields currently available 
are typically consistent with attractive returns.

 

 

https://canadalife.fundata.com/
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ILIM Multi-Asset Solutions Team 

Irish Life Investment Managers (ILIM) is a global 
asset management business based in Dublin, Ireland. 
The Multi-Asset team is responsible for the design 
and development of ILIM’s range of multi-asset 
strategies. ILIM currently manages over C$41 billion* 
in multi-asset solutions in both proprietary funds and 
in tailored solutions for third party distributors. In 
addition to the development of multi-asset solutions, 
ILIM’s internal investment capabilities include 
Indexation, Quantitative Investment Strategies and 
Real Estate. 

*As of Dec. 31, 2022 

 

Irish Life Investment Managers (ILIM) is regulated by the Central Bank 
of Ireland. Irish Life Investment Managers Limited is registered as an 
Investment Adviser with the Securities and Exchange Commission (the 
“SEC”). Irish Life Investment Managers Limited holds an International 
Adviser Exemption in Manitoba and Ontario pursuant to NI 31-103. 
This material is for information only and does not constitute an offer or 
recommendation to buy or sell any investment and has not been 
prepared based on the financial needs or objectives of any particular 
person. It is intended for the use of institutional and other professional 
investors. 

The fund commentary represents Irish Life Asset Management’s views 
at the date of publication, which are subject to change without notice. 
Furthermore, there can be no assurance that any trends described in 
this material will continue or that forecasts will occur; economic and 
market conditions change frequently. This commentary is intended as 
a general source of information and is not intended to be a solicitation 
to buy or sell specific investments, nor tax or legal advice.  

Canada Life Risk-Managed Portfolios are available through a 
segregated funds policy issued by The Canada Life Assurance 
Company or as a mutual fund managed by Canada Life Investment 
Management Ltd. offered exclusively through Quadrus Investment 
Services Ltd. Commissions, trailing commissions, management fees 
and expenses all may be associated with mutual fund investments. 
Please read the prospectus before investing. Mutual funds are not 
guaranteed, their values change frequently, and past performance may 
not be repeated. A description of the key features of the segregated 
fund policy is contained in the information folder. Any amount allocated 
to a segregated fund is invested at the risk of the policyowner and may 
increase or decrease in value. 

This example should not be taken as an indication, assurance, 
estimate or forecast of actual or future results. This presentation is not 
an offer to sell nor a solicitation of an offer to purchase interests in 
Canada Life Risk-Managed Portfolios. The indicated rates of return are 
the historical annual compounded total returns as of March 31, 2023, 
including changes in unit value and reinvestment of all distributions and 
do not take into account sales, redemption, distribution or optional 
charges or income taxes payable by any securityholder that would 
have reduced returns. The returns shown are subject to inherent risks 
and limitations, and do not take into account trading costs, 
management fees and expenses. No representations are being made 
that any security will achieve returns similar to the security shown. 
Securities mentioned herein are not to be construed as a 
recommendation to buy or sell. Past performance is no guarantee of 
future results. 

The MSCI information may only be used for your internal use, may not 
be reproduced or disseminated in any form and may not be used as a 
basis for or a component of any financial instruments or products or 
indices. None of the MSCI information is intended to constitute 
investment advice or a recommendation to make (or refrain from 
making) any kind of investment decision and may not be relied on as 
such. Historical data and analysis should not be taken as an indication 
or guarantee of any future performance analysis, forecast or prediction. 
The MSCI information is provided on an “as is” basis and the user of 
this information assumes the entire risk of any use made of this 
information. MSCI, each of its affiliates and each other person involved 
in or related to compiling, computing or creating any MSCI information 
(collectively the “MSCI Parties”) expressly disclaims all warranties 
(including, without limitation, any warranties of originality, accuracy, 
completeness, timeliness, non-infringement, merchantability and 
fitness for a particular purpose) with respect to this information. Without 
limiting any of the foregoing, in no event shall any MSCI Party have 
any liability for any direct, indirect, special, incidental, punitive, 
consequential (Including, without limitation, lost profits) or any other 
damages. (www.msci.com) 

The "S&P Index Performance" is a product of S&P Dow Jones Indices 
LLC or its affiliates (“SPDJI”) and TSX Inc., and has been licensed for 
use by Canada Life Investment Management Ltd. Standard & Poor’s® 
and S&P® are registered trademarks of Standard & Poor’s Financial 
Services LLC (“S&P”); Dow Jones® is a registered trademark of Dow 
Jones Trademark Holdings LLC (“Dow Jones”); and these trademarks 
have been licensed for use by SPDJI and sublicensed for certain 
purposes by Canada Life Investment Management Ltd. TSX® is a 
registered trademark of TSX Inc., and have been licensed for use by 
SPDJI and Canada Life Investment Management Ltd. Canada Life 
Investment Management Ltd.’s Market Update Email is not sponsored, 
endorsed, sold or promoted by SPDJI, Dow Jones, S&P, their 
respective affiliates and none of such parties make any representation 
regarding the advisability of investing in such product(s) nor do they 
have any liability for any errors, omissions, or interruptions of the S&P 
Index Performance. Source: TSX © 2021 TSX Inc. All Rights 
Reserved. 

Canada Life and design, and Canada Life Risk-Managed Portoflios are 
trademarks of The Canada Life Assurance Company. 




