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Evolve Active Core Fixed Income Fund
FIXD invests primarily in domestic and international high quality fixed income securities, and to a lesser extent,  
adding yield or enhancing returns on the portfolio by opportunistically investing in international fixed income  

securities, emerging market debt, preferred shares, convertible bonds and non-investment grade bonds.
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Addenda Capital is one of Canada’s largest multi-asset investment firms, with over $38.3 billion in assets under 
management*, including $22.9 billion in fixed income and over $743 million in preferred shares.

Source: Addenda Capital, as at June 30, 2024. *Excludes $2.7 billion in Advisory assets and $621 million in Overlay assets.

Market Review
Uncertainty remained the predominant theme throughout the 
second quarter as tariff announcements kept markets guessing 
about the ultimate size and scope of application, middle east 
tensions turned into war, the U.S. administration unveiled their “big, 
beautiful bill”, and Moody’s stripped the U.S. Treasury of its coveted 
AAA debt rating.

Central banks on both sides of the boarder were under close 
observation as markets assessed their policy responses amidst 
the tariff uncertainties. Both the Federal Reserve and the Bank of 
Canada elected to leave policy rates unchanged, choosing instead 
to patiently monitor the developing impacts of the implemented 
tariffs on economic conditions as concerns about slower growth 
are offset by inflationary pressures.  Fixed income markets focused 
on sovereign risk by pushing longer rates higher as projected fiscal 
deficits lead to higher borrowing requirements and deteriorating 
credit fundamentals.

The rise in yields resulted in most fixed income sectors with 
negative total returns in the quarter as declines in prices more 
than offset the income from yields.  Long duration sectors posted 
the worst performance as the higher interest rate sensitivity led to 
larger declines, and even shorter duration and credit heavy sectors 
struggled to produce even modestly positive results.

Corporate and Provincial spreads performed well as equity volatility 
dropped from its peak levels in early April with signs that the 
tariff program may prove less punitive.  Corporate new issuance in 
Canada picked up rapidly and was met with strong demand.  Long 
corporate spreads were pushed tighter as several issuers performed 
large buybacks which reduced the available supply in that part of 
the market. 

Positioning
Despite the benchmark declining during the second quarter, the 
Evolve FIXD ETF returned exceeded its benchmark.

Contributing to relative returns during the quarter was Core bonds 
component which benefited from our overweight in Corporate 
bonds which outpaced Government of Canada bonds in the 
period.  Further adding value was the off-benchmark allocation 
to Global Bonds.

Perspective
Recession risk has materially reduced with better visibility in the 
resulting tariff application and an apparent lower overall effective 
tariff rate. However, risks to growth remain tilted to the downside 
due to deferred business and personal spending from the ongoing 
uncertainty and interrupted trade flow. Slower growth will help 
moderate some inflation effects, but reflation risks persist. The 
BoC continues to be biased toward easing with concerns about 
weaker growth but are now more sensitive to the underlying 
inflation pressures. Duration positioning will benefit from a slight 
long positioning as yields are expected to decline modestly from 
current levels.

Inflation uncertainty, along with higher fiscal deficits will re-
introduce the need for term premium keeping long rates elevated.

Credit fundamentals are positive, but a weakening growth 
environment might raise concerns. Spreads have retraced from 
their wider levels amidst the height of the tariff uncertainty and 
are now back to their tighter levels. We expect some revaluation 
to widen both Provincial and Corporate credit spreads as markets 
reflect growth concerns.

We will maintain our allocation to Global credit spreads as they 
offer diversity and yield support and will look to add as spreads 
widen relative to Canada.
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Evolve Funds Group Inc. is the investment fund manager and portfolio manager. Evolve Active Core Fixed Income Fund (“FIXD”) is offered by Evolve 
Funds Group Inc., and distributed through authorized dealers.

Addenda Capital is one of Canada’s largest multi-asset investment firms, with over $38.3 billion in assets under management*, including $22.9 billion 
in fixed income and over $743 million in preferred shares. Source: Addenda Capital, as at June 30, 2024. *Excludes $2.7 billion in Advisory assets and 
$621 million in Overlay assets.

The information contained herein is a general description and is not intended to be specific investment advice to any particular investor nor intended 
to be investment or tax advice. You should not act or rely on the information contained herein without seeking the advice of an appropriate professional 
advisor. The information contained herein is intended for informational purposes as a summary only, does not constitute an offer to sell any securities 
or a legally binding obligation, it is qualified entirely by, and should be read in conjunction with, the more detailed information appearing in the 
prospectuses found on the Evolve Funds Group Inc website at https://evolveetfs.com/ 

Commissions, trailing commissions, management fees and expenses all may be associated with exchange traded funds (ETFs) and mutual funds. 
Please read the prospectus before investing. ETFs and mutual funds are not guaranteed, their values change frequently and past performance may 
not be repeated. 

Certain statements contained herein are forward-looking. Forward-looking statements (“FLS”) are statements that are predictive in nature, depend 
upon or refer to future events or conditions, or that include words such as “may,” “will,” “should,” “could,” “expect,” “anticipate,” “intend,” “plan,” “believe,” 
or “estimate,” or other similar expressions. Statements that look forward in time or include anything other than historical information are subject to 
risks and uncertainties, and actual results, actions or events could differ materially from those set forth in the FLS. FLS are not guarantees of future 
performance and are by their nature based on numerous assumptions. Although the FLS contained herein are based upon what Evolve Funds Group 
Inc. and the portfolio manager believe to be reasonable assumptions, neither Evolve Funds Group Inc. nor the portfolio manager can assure that actual 
results will be consistent with these FLS. The reader is cautioned to consider the FLS carefully and not to place undue reliance on FLS. Unless required 
by applicable law, it is not undertaken, and specifically disclaimed that there is any intention or obligation to update or revise FLS, whether as a result 
of new information, future events or otherwise.


