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Fixed Income Pool
Update – 4th 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 -0.34% in Q4. In October, the Bank of Canada cut its policy 
rate, bringing it toward the lower end of its estimated neutral range, that which neither helps nor hinders economic 
growth, raising the bar for further easing. As a result, markets no longer expect additional rate cuts through 2026.

	O Credit outperformed with spreads tightening as the demand for risk assets continued to remain robust as rate 
volatility moderated.

	O In the U.S., the Fed cut rates in October and December in response to signs of labour market softening. A temporary 
government shutdown early in the quarter delayed key economic data releases, adding uncertainty to the policy 
backdrop.

Pool

	O The Fixed Income Pool outperformed the Bloomberg Canada Aggregate Bond Index by 23bps 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 positive during the quarter.

	O The Pool was 2nd quartile for the quarter.

	o An overweight to corporates, was the primary driver.

	o Underweight duration position was also a positive

Positioning

	O Relative duration positioning decreased over the quarter and remains underweight the benchmark by over a quarter 
of a year.

	o The underweight is driven by the portfolio’s strategic allocation to corporate bonds, which have shorter 
maturities. Picton and Canso decreased their duration position during the quarter and are underweight their 
respective benchmarks.

	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 15-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.
© 2026 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  Picton outperformed the Bloomberg Canada Aggregate Index.

	o An overweight to corporate credit as spreads tightened was 
a 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 Canso performed in-line with the credit benchmark which 
outperformed government bonds over the quarter.

	O An overall underweight duration position added to performance as 
rates rose during the quarter.

	O An underweight to Canso’s strategic target and conversely, the 
overweight to Beutel Goodman’s strategic target had a negative 
impact on performance as corporate bonds outperformed 
government bonds over the quarter. 

	o These allocations are in place to modestly adjust the 
portfolio’s duration underweight and credit overweight 
given the size of positions and cyclical risks. 

	o Beutel Goodman outperformed their government 
benchmark but underperformed the Bloomberg Canada 
Aggregate Index during the quarter.
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Performance
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Cycle Valuation Sentiment

	O After its October cut, the Bank of 
Canada signaled that with rates at 
the low end of their ‘neutral range’, 
it would take a meaningful deviation 
from projection for further cuts. While 
far from robust, the economy has 
outperformed low expectations during 
the year and markets no longer have 
any rate cut expectations in the price. 
In fact, they see a higher chance of a 
hike by the end of the year, something 
we view as unlikely.  

	O The U.S. economy maintained its 
resilience and coming fiscal boosts 
designed to keep the economy 
humming into mid-term elections 
could keep it that way. While the slow 
jobs market compelled the Federal 
Reserve to cut rates twice, there were 
two dissents on the committee who 
preferred no change. As a result, 
markets see a very slow pace to any 
potential further action, with the 
main activity being the upcoming 
appointment of the next Fed chair. 

	O 10-year rates moved higher over the 
quarter, moving above our estimates 
of fair value which signals some 
opportunity for bonds. 

	O This came as the curve has steepened 
further with the 2-year 10-year spread 
now at 0.85%

	o This also brings the term 
premium firmly in line with longer 
term averages. 

	O Canadian credit spreads continued to 
tighten and finished the year at their 
tightest levels in more than 15-years 
making corporate bondslook expensive. 

	O As we start 2026, our composite 
sentiment indicator still shows slightly 
overbought. Margin debt remains the 
main contributor to the net overbought 
signal. Put-call ratio is in the oversold 
direction, though it may be indicative 
of investors taking on additional 
hedges while protection is still cheap.

	O Rate volatility continued to moderate, 
as markets digested the further rate 
cuts and stable inflation.

Performance (%) as of December 31, 2025

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

Fixed Income Pool (Series F) -0.25 ​ 2.63 ​ 2.63 ​ 4.44​ -0.28 ​ 1.95 ​ 4.27

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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For additional Series fund codes, visit russellinvestments.com/ca/fundcodes
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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 December 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 2026. 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: January 2026 [EXP-04-2026]
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