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From the  
Bond Desk

THE COVID-19 SPREAD
Central bankers and finance ministers from G7 countries have formally agreed to use  

“all appropriate policy tools” to tackle the economic impact of the spread of the COVID-19 virus.  

The Federal Reserve got the ball rolling with an emergency cut 
of 50 bps on Tuesday while the Bank of Canada followed with a 
50-bps cut of its own the day after. Even the ECB announced that 
it stood ready to take necessary measures to collaborate in this 
concerted effort. Even though these rate cuts were not part of our 
base-case scenario a month ago and despite the fact that there 
may be more to come, we find comfort in the behavior of the 
yield curve.

In the chart below, we can see that it’s the short/mid part of 
the curve that has experienced the largest drop in yields. Readers 
of From the Bond Desk will be familiar with our reluctance to buy 
30-year bonds because of their unattractive risk/reward profile. 
With the recent steepening of the curve of late, one might think 
that we’ve softened our stance. Quite the opposite. Historically, the 
future prospect of rate moves is priced into 30-year bond yields 
earlier than in those of shorter maturities, so when central banks do 
take action, long-term yields don’t move as much as shorter ones 

– that’s what we saw this week, with 30-year and 10-year yields 
dropping 15 bps and 25 bps respectively. For us the yield curve has 
just started to steepen, and we wouldn’t be surprised to see the 
30-year minus 10-year spread increase to as much as 60 bps from 
30 bps it stood as of this writing.  

Jean-Guy Mérette
Vice President and Portfolio Manager
Active and Strategic Fixed Income Team

fiera.com
This information is prepared by Fiera Capital Corporation (“Fiera Capital”) and is intended for use by residents of Canada only. The information and opinions expressed herein are provided 
for informational purposes only, are subject to change and should not be relied upon as the basis of any investment or disposition decisions. Past performance is no guarantee of future 
results. All investments pose the risk of loss and there is no guarantee that any of the benefits expressed herein will be achieved or realized. Valuations and returns are computed and stated 
in Canadian dollars, unless otherwise noted. The information provided herein does not constitute investment advice and it should not be relied on as such. It should not be considered 
a solicitation to buy or an offer to sell a security. It does not take into account any investor’s particular investment objectives, strategies, tax status or investment horizon. There is no 
representation or warranty as to the current accuracy of, nor liability for, decisions based on such information. Any opinions expressed herein reflect a judgment at the date of publication 
and are subject to change. Although statements of fact and data contained in this presentation have been obtained from, and are based upon, sources that we believe to be reliable, we do 
not guarantee their accuracy, and any such information may be incomplete or condensed. No liability will be accepted for any direct, indirect or consequential loss or damage of any kind 
arising out of the use of all or any of this material. Views expressed regarding a particular company, security, industry or market sector should not be considered an indication of trading 
intent of any funds or accounts managed by any Fiera Capital entity. Each entity of Fiera Capital only provides investment advisory services or offers investment funds in the jurisdictions 
where such member and/or the relevant product is registered or authorized to provide such services pursuant to an exemption from such registration. 

0.7%

0.9%

1.1%

1.3%

1.5%

1.7%

1.9%

0 5 10

-83 bps

15 20 25 30

Decembre 31, 2019
March 4, 2020

Canadian Yield Curve

-58 bps

TERM (YEARS)


