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Market Overview 
North American bond yields were generally higher and the yield curve steepened over the second quarter. The quarter 
began with the theme that the U.S. economy was resilient, inflation was persistent, and the U.S. Federal Reserve (Fed) 
would have to keep rates higher for longer. Economic data started showing signs that the Fed’s restrictive monetary 
policy was working to cool the economy. Later in the quarter, the probability of a soft landing increased, requiring interest 
rate cuts before the end of the year. The Fed still needs to see further evidence that inflation is moving lower before 
it starts loosening policy. At the end of March, investors were looking for the Fed to reduce rates by 70 basis points 
(bps)  to 4.63% with the first 25 bps ease built in by July. At the end of the second quarter, forecasted rate cuts had been 
reduced to just 40 bps for the year with the first cut in U.S. rates now expected in November.

The Bank of Canada (BoC) reduced its overnight rate to 4.75% from 5.00% in June. The Canadian economy has been 
operating in excess supply and inflation continued to move lower, giving the BoC more confidence it would be able to 
achieve its 2% inflation target over time. As a result, the BoC’s Governing Council said monetary policy no longer needed 
to be as restrictive and cut 25 basis points. Inflation has come down from the highs in 2022 and the breadth of price 
increases has narrowed. Since the start of the year, headline inflation declined from 3.5% to 2.9% and core inflation on 
average fell by 70 bps to 2.9%. However, investors were disappointed in June with the latest inflation print as it bounced 
slightly higher after falling for four consecutive months. The market is now only expecting the Bank to cut rates twice in 
2024 to 4.25%, with the next move anticipated in September. At one-point investors were looking for an additional 75 
bps in cuts before year-end. 

In this environment, short-term Provincial spreads declined by 4 bps to 27 bps and corporate spreads narrowed by 4 bps 
to 104 bps.

Quarter in Review 
While a typical short-term universe portfolio generated a return of 1.24% and a universe bond portfolio delivered 0.86%, 
HFR maintains a very low total duration generally between 0 and 1 year. In Canada, short yields were lower over the 
quarter, but rates were being pulled up and down as participants tried to determine the timing of interest rate cuts. This 
volatility gave HFR opportunities to add and reduce the HFR’s long-duration position which contributed to performance.

HFR took profits from several expensive corporates that had performed well. The Sub-Advisor was also very selective in 
the primary market to take advantage of new issue concessions. HFR bought Pembina Pipeline, TD Bank Non-Viability 
Contingent Capital (NVCC), Ford Fast, Wells Fargo, Reliance LP, Federation des Caisses Desjardins, Sun Life Financial, 
Choice REIT, RioCan REIT, Eagle Credit Card Trust, Coastal Gas, CIBC NVCC, BMW Canada Auto Trust, GMF Canada 
Leasing Trust, BMO NVCC and Canadian Western Bank. In the quarter, our selection of Banks, Energy, and Real Estate 
issuers provided added value.

Outlook and Positioning 
The BoC has begun the process of loosening monetary policy and the Sub-Advisor expects this to continue in 2024 and 
into 2025. It will not be a straightforward exercise where the BoC cuts at every meeting until it gets to a neutral level. 
The Sub-Advisor expects stops and starts as the economy is not falling off a cliff and there are still risks to the inflation 
outlook. The U.S. economy has been more resilient than Canada, but it is also starting to show signs of weakening which 
will eventually lead to an interest rate cut from the Fed. Restrictive policy is working in both countries, but there are long 
and variable lags. We expect a heightened level of interest rate volatility as the market transitions to lower rates, which 
will provide HFR with trading opportunities. Elevated bond supply and geopolitical events will also contribute to  
this environment.

Portfolio duration ended the quarter around 0.85 years. Investment grade credit spreads are close to long-term historical 
averages. The Sub-Advisor’s base case is for an economic soft landing, where Canadian growth operates below 
potential, but does not fall into a recession, inflation trends towards target in 2024 and 2025, and the BoC cuts rates to 
neutral over this period. Credit spreads reflect this environment, HFR has a modest overweight but has reduced exposure 
over the last year. The Sub-Advisor’s focus today is on the high-quality sectors or on names where spreads are attractive. 
The Sub-Advisor will continue to actively trade this sector. The yield at quarter end is approximately 5.49%, which makes 
it quite attractive.
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Commissions, management fees and expenses all may be associated with an investment in the Global X Active Ultra-Short Term Investment Grade Bond ETF 
(formerly, Horizons Active Ultra-Short Term Investment Grade Bond ETF) ("HFR" or the "ETF"") managed by Global X Investments Canada Inc. The Global X Funds are 
not guaranteed, their values change frequently and past performance may not be repeated. The prospectus contains important detailed information about the Global 
X Funds. Please read the relevant prospectus before investing.
Certain statements may constitute a forward-looking statement, including those identified by the expression “expect” and similar expressions (including grammatical 
variations thereof). The forward-looking statements are not historical facts but reflect the author’s current expectations regarding future results or events. These 
forward-looking statements are subject to a number of risks and uncertainties that could cause actual results or events to differ materially from current expectations. 
These and other factors should be considered carefully and readers should not place undue reliance on such forward-looking statements. These forward-looking 
statements are made as of the date hereof and the authors do not undertake to update any forward-looking statement that is contained herein, whether as a result 
of new information, future events or otherwise, unless required by applicable law.
This communication is intended for informational purposes only and does not constitute an offer to sell or the solicitation of an offer to purchase investment products 
(the "Global X Funds") managed by Global X Investments Canada Inc. and is not, and should not be construed as, investment, tax, legal or accounting advice, and 
should not be relied upon in that regard. Individuals should seek the advice of professionals, as appropriate, regarding any particular investment. Investors should 
consult their professional advisors prior to implementing any changes to their investment strategies. These investments may not be suitable to the circumstances of 
an investor.
All comments, opinions and views expressed are generally based on information available as of the date of publication and should not be considered as advice to 
purchase or to sell mentioned securities. Before making any investment decision, please consult your investment advisor or advisors.
Global X Investments Canada Inc. (“Global X”) is a wholly owned subsidiary of Mirae Asset Global Investments Co., Ltd. (“Mirae Asset”), the Korea-based asset 
management entity of Mirae Asset Financial Group.  Global X is a corporation existing under the laws of Canada and is the manager, investment manager and trustee 
of the Global X Funds.
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