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Hi everyone, this is Ian Fung, Portfolio Manager at Empire, Life Investments. I manage fixed income 
portfolios here at Empire Life, and I thought I would take the opportunity to give you all a brief update as 
to what we are seeing in fixed income. 
 
Since our last written update, markets have been very volatile. We have seen elevated levels of 
volatility in credit, equities, and rates markets, and much of that has been driven by global central banks 
action.  
 
We have seen central banks around the world continue to tighten policy aggressively using jumbo 
rate hikes to do so in an attempt to bring inflation back down to target. These actions out of central 
banks are having a positive effect on inflation and we are starting to see signs of it slowing, particularly as 
we look at the year-over-year and month-over-month numbers in Canada and the U.S.  
When we look at inflation expectations, we are starting to see similar positive signs as well. Survey-based 
measures of medium to longer term inflation expectations in the U.S. are beginning to turn down slightly 
but remain elevated relative to historical levels. We have not seen this yet in Canada as survey-based 
measures tend to lag the U.S.  
 
Despite the two good things on inflation, the breadth of inflation remains worrisome and central 
banks are likely to continue to raise rates, and so for the near term the path of interest rates likely 
remains upwards. However, with higher interest rates, they continue to weigh on the economy and we are 
starting to see some evidence of that.  
 
When we look across the sectors, we see housing beginning to slow — with housing activity 
slowing, housing prices declining and buying activity slowing as higher rates weigh on borrowers. When 
we turned to manufacturing, we are starting to see a deterioration action in the outlook for new orders, 
both on a current and a six-month forward basis.  
 
When we look at corporate profits, they have been resilient so far, but we think earnings estimates 
may need to come down lower as we adjust in an environment with weaker demand. Employment seems 
to be holding for now, but we are also starting to see signs of the unemployment rate tick up in both 
Canada and the U.S.  
 
Putting this all together, it means a soft landing is becoming a little more unlikely, especially if we look at 
the yield-curve and seeing how inverted it is. So, putting it all together, doesn't paint a very pretty picture, 
but, as we said in our last written piece, the absolute level of yields combined with the fact that we are 
closer to terminal rate estimates imply that we were closer to the end than the beginning of a hiking cycle 
and the fact that we have slowing economic data leaves an attractive picture for fixed income.  
 



We continue to favour a barbell approach, pairing short-dated corporate bonds with longer dated 
government bonds. We like short-dated corporate bonds, because of the inverted yield-curve and wider 
spreads offer attractive yield without undue duration risk or credit risk in the event of a weakening 
economy.  
 
We continue to like longer duration government bonds, particularly as central banks move closer to 
terminal rate or their terminal rate estimate, because as economies slow or if they take a stumble, 
government bonds tend to outperform, and we should continue to see some curve flattening. We like this 
defensive asset class in case we see a stumble in the market.  
 
Despite a lot of volatility ahead and the murkiness of the path forward, we continue to think the outlook 
ahead looks attractive, for fixed income.  
 
Thank you again for your time and support, and as always if you have any questions, please do not 
hesitate to reach out and ask. 
 
 

 
Segregated Fund contracts are issued by The Empire Life Insurance Company (“Empire Life”). Empire Life Investments Inc. is 
the Portfolio Manager of the Empire Life segregated funds. Empire Life Investments Inc. is a wholly-owned subsidiary of The 
Empire Life Insurance Company. A description of the key features of the individual variable insurance contract is contained in the 
Information Folder for the product being considered. Any amount that is allocated to a segregated fund is invested at the 
risk of the contract owner and may increase or decrease in value. Past performance is no guarantee of future performance. 
All returns are calculated after taking expenses, management and administration fees into account. 
  
This document includes forward-looking information that is based on the opinions and views of Empire Life Investments Inc. as of 
the date stated and is subject to change without notice. This information should not be considered a recommendation to buy or 
sell nor should it be relied upon as investment, tax or legal advice. Information contained in this report has been obtained from 
third party sources believed to be reliable, but accuracy cannot be guaranteed. Empire Life Investments Inc. and its affiliates do 
not warrant or make any representations regarding the use or the results of the information contained herein in terms of its 
correctness, accuracy, timeliness, reliability, or otherwise, and does not accept any responsibility for any loss or damage that 
results from its use. 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.  
  
Empire Life Investments Inc. is the Manager of the Empire Life Emblem Portfolios and Empire Life Mutual Funds (the “Portfolios” 
or “Funds”). The units of the Portfolios and Funds are available only in those jurisdictions where they may be lawfully offered for 
sale and therein only by persons permitted to sell such units. 
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