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We expect the markets to remain turbulent and challenging to navigate for the near
future. Remember, the long-term economic fundamentals are sound, but the short-term will
see a recession caused by the global reaction to stop the spread of COVID-19.
Due to the market volatility, we are slowing our process of rebalancing portfolios. Normal
cash inflows and scheduled rebalancing will be carefully reviewed and slowly invested into
these turbulent markets.
The bond allocation in balanced portfolios are there for times like these. The fixed income
acts as a ballast to the equity market turbulence. Under normal market conditions, any
decline in equities would instigate a rebalance – moving money from fixed income or cash to
equities to bring the account balance back to your target allocation. At this time, that process
is modified as noted above. We will continue our discipline, but at a more measured and
deliberate pace, allocating into the equity markets in tranches.
For those clients specifically adding money to their accounts intending to take advantage of
the extremely cheap stocks, we will be more aggressive at putting the money to
work. However, we will also take the same approach as mentioned above, buying tranches,
not all at once.
Despite turmoil in the corporate stock and bond markets, interbank lending rates in U.S. and
Canadian Dollars appear stable. Both the U.S. Federal Reserve Bank and the Bank of
Canada have drastically cut central bank interest rates and announced massive programs to
provide liquidity to the banks. Looking at the U.S. Dollar TED Spreads (Treasury
Bill/Eurodollar) and Canadian Bankers’ Acceptance rates, we don’t see risk to the overall
financial system at this time – this is very different from 2008. While the stock and corporate
bond markets are pricing in the prospect of lower growth and earnings due to the
Coronavirus, we are comfortable that the financial system is stable, and valuations will
eventually find a bottom.
The portfolio management team at One Capital Management has been tirelessly working in
these difficult times. Every investment position is being reviewed and monitored to give you
our best thinking. Our disciplined investment approach works, and we are confident you will
see the benefits as we emerge from these unprecedented events.

