
FOR ADVISOR USE ONLY. DISTRIBUTION OR DISCLOSURE TO 
INVESTORS OR POTENTIAL INVESTORS IS PROHIBITED.

Fixed Income Pool
Update – 3rd Quarter 2025

Russell Investments Fixed Income Pool provides effective diversification against equities and a stable level of 
cash flow.

Quarterly summary

From the portfolio manager: Key messages

Market

	O The Bloomberg Canada Aggregate Index returned 1.55% in Q3. The Bank of Canada resumed rate cuts in September, 
citing persistent labor market weakness and a reduced perception of inflation risks. The latest 25 bps cut brings policy 
rates below the BoC’s estimated neutral level for the first time in this cycle. 

	O Credit outperformed with spreads tightening as risk markets continue to rebound from the tariff related sell-off, 
driven by the broader AI theme and the expectation that the Fed will continue cutting rates.

	O The Fed made their first rate cut of 2025 at the September FOMC meeting as sharp downward revisions to the U.S. 
employment data highlighted a weaker labor market than originally anticipated.

Pool

	O The Fixed Income Pool outperformed the Bloomberg Canada Aggregate Bond Index by 32bps for the quarter.

	o The credit overweight added to performance as spreads tightened during the period.  

	o Portfolio duration was modestly underweight, primarily in the long end of the curve. Contribution to 
performance was flat during the quarter. 

	O The Pool was 1st quartile for the quarter.

	o Security selection within corporates, along with an increased credit sensitivity, was the primary driver.
	o Exposure to real return bonds was also a positive

Positioning

	O Portfolio duration increased over the period but remains underweight the benchmark by roughly a quarter of a year

	o The underweight is driven by the portfolio’s strategic allocation to corporate bonds, which have shorter 
maturities. Picton entered the quarter with a meaningful underweight position but ended the quarter closer to 
neutral.

	O Credit managers continue to be selective on where they take risk given tight valuations. However, overall positioning 
shows active risk above benchmark driven by security selection in lower quality names.

	O The portfolio is underweight Provincial bonds, which saw spreads move to 5-year tights.

Performance drivers

*Morningstar quartile rankings show how well a fund has performed compared to all other funds in its peer group. Each fund within a peer group is ranked 
based on its performance, and these rankings are broken into quarters or quartiles. Within a group, the top 25% (or quarter) of the funds are in the first quartile, 
the next 25% are in the second quartile, the next group in the third quartile, and the bottom 25% of funds with the poorest relative performance are in the 
fourth quartile.
© 2025 Morningstar Research Inc. All rights reserved. The information contained herein: (1) is proprietary to Morningstar and/ or its content providers; (2) may 
not be copied or distributed; and (3) is not warranted to be accurate, complete, or timely. Neither Morningstar nor its content providers are responsible for any 
damages or losses arising from any use of this information. Past performance is no guarantee of future results.

Contributors Detractors

	O  Canso meaningfully outperformed the credit benchmark.

	o Off-benchmark high yield positions and security selection 
were the main driver.

	O Picton outperformed the Bloomberg Canada Aggregate Index

	o An overweight to corporate credit as spreads tightened was 
the main driver of outperformance during the period.

	O Leith Wheeler outperformed against their blended benchmark.

	o A modest overweight to corporate and securitized credit 
contributed positively to performance during the quarter.

	O Beutel Goodman outperformed their governments benchmark.

	o Benefitted from a modest overweight duration position to the 
10-year part of the curve.

	O An underweight to Canso’s strategic target had a negative 
impact on performance as corporate bonds outperformed. This 
underweight is in place to modestly adjust the portfolio’s duration 
underweight and credit overweight given the size of positions and 
cyclical risks. 

	O An overall underweight duration position dragged on performance 
but was offset by curve positioning as most of the underweight 
position was in the 20+ year part of the curve which saw rates 
rise as the curve steepened during the quarter. Exposure to some 
longer duration real return bonds was also a positive on the rates 
side.
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Outlook

Performance
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Cycle Valuation Sentiment

	O Monetary policy in both Canada and 
the U.S. finds itself resuming the 
cutting cycle, as both central banks 
highlight weakness in the growth 
and employment data. The Canadian 
market seemingly remains more at 
risk, though fiscal measures have 
been ramped up that may mitigate 
downside.

	O For the first time during the rate 
cutting cycle, interest rates are now 
below the Bank of Canada’s estimate of 
the neutral rate – the rate that neither 
helps nor hinders economic growth. 
In making its decision, the Bank of 
Canada cited the weakness in the 
labor market and that the upside risks 
to Canadian inflation may have been 
reduced.

	O 10-year rates moved lower over the 
quarter and now sit close to our fair 
value estimates. 

	O This came as the curve has continued 
to steepen with the 2-year 10-year 
spread now at 0.72%.

	o This also brings it closer to fair 
value after more than two years of 
inversion ended late last year. 

	o The spread between U.S. and 
Canadian 10-year bonds closed 
the quarter moving back under 
1%. This is well inside the recent 
historical wide of 1.49% seen in 
February, but still high vs long-
term averages. 

	O Canadian credit spreads continued 
to tighten after the tariff induced 
widening and ended the quarter lower, 
remaining near their post-GFC tights.

	O Despite some stubborn inflation data, 
the central bank cutting cycle has 
brought a meaningful reduction in 
interest rate volatility as measured by 
the ICE BofAML MOVE Index. 

	O With risk markets having performed 
incredibly well, markets have moved 
into overbought territory, but not 
into extreme territory. Our composite 
contrarian indicator sits at -1 standard 
deviation.

Performance (%) as of September 30, 2025

3 mo. YTD 1 yr. 3 yr. 5 yr. 10 yr. Since inception

Fixed Income Pool (Series F) 1.72 2.88 3.19 4.65 0.06 2.06 4.33

Performance is annualized except for periods of less than one year. Source: Russell Investments / Confluence. Indexes are unmanaged and cannot be 
invested in directly. Past performance is not indicative of future results. Fund inception: February 23, 2001.
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THIS PUBLICATION IS INTENDED FOR INVESTMENT ADVISORS 
ONLY AND IS NOT INTENDED FOR, NOR CAN IT BE PROVIDED 
TO, INVESTORS OR POTENTIAL INVESTORS. IT DOES NOT 
CONSTITUTE A SALES COMMUNICATION AS DEFINED BY 
NATIONAL INSTRUMENT 81-102, "INVESTMENT FUNDS".
Nothing in this publication is intended to constitute legal, tax, 
securities or investment advice, nor an opinion regarding the 
appropriateness of any investment, nor a solicitation of any type. This 
information is made available on an "as is" basis. Russell Investments 
Canada Limited does not make any warranty or representation 
regarding the information.
Series F is fee-for-service and as such, the performance shown does 
not include the fee paid by the investor to the dealer that would have 
reduced returns.
Diversification and strategic asset allocation do not assure a profit or 
protect against loss in declining markets. 
Indexes are unmanaged and cannot be invested in directly. Past 
performance is not indicative of future results.
This publication may contain forward-looking statements. Forward-
looking statements are statements that are predictive in nature, that 
depend upon or refer to future events or conditions, or that include 
words such as or similar to, “expects”, “anticipates”, “believes” 
or negative versions thereof. Any statement that may be made 
concerning future performance, strategies or prospects, and possible 
future fund action, is also a forward-looking statement. Forward 
looking statements are based on current expectations and projections 
about future events and are inherently subject to, among other things, 
risk, uncertainties and assumptions about economic factors that 
could cause actual results and events to differ materially from what is 
contemplated. We encourage you to consider these and other factors 
carefully before making any investment decisions and we urge you to 
avoid placing undue reliance on forward-looking statements. Russell 
Investments has no specific intention of updating any forward looking 
statements whether as a result of new information, future events or 
otherwise. 

Sub-advisers are current as of September 2025. Russell Investments 
has the right to engage or terminate a sub-adviser at any time.
Positioning strategies are customized exposures directly managed 
by Russell Investments for use within the total portfolio. Used in 
conjunction with third-party active managers, positioning strategies 
allow our portfolio managers to seek excess return and manage 
portfolio risk by giving them the ability to fully reflect our strategic and 
dynamic insights with integrated liquidity and risk management.
As with all mutual funds, investment in this mutual fund contains risks 
that may make it unsuitable for you, depending on your investment 
objectives and risk tolerance. If the fund does not perform as intended, 
you may experience a loss of part or all of your principal invested. 
Please read the prospectus of this fund for a detailed description of the 
risks involved in this investment.
Russell Investments is the operating name of a group of companies 
under common management, including Russell Investments Canada 
Limited.
Russell Investments' ownership is composed of a majority stake 
held by funds managed by TA Associates Management, L.P., with 
a significant minority stake held by funds managed by Reverence 
Capital Partners, L.P. Certain of Russell Investments' employees and 
Hamilton Lane Advisors, LLC also hold minority, non-controlling, 
ownership stakes.
Copyright © Russell Investments Canada Limited 2025. All rights 
reserved.
Frank Russell Company is the owner of the Russell trademarks 
contained in this material and all trademark rights related to the 
Russell trademarks, which the members of the Russell Investments 
group of companies are permitted to use under license from Frank 
Russell Company. The members of the Russell Investments group 
of companies are not affiliated in any manner with Frank Russell 
Company or any entity operating under the “FTSE RUSSELL” brand. 
Date of first publication: October 2025 [EXP-02-2026]
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