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Alternative
Investments Forecast 2020
The TD Wealth Asset Allocation Committee (“WAAC,” “we”) is modestly overweight the
alternative investments asset class. With low interest rates and increased volatility in the equity
markets, investors are seeking long-term alternative investments with contracted cash flows
and inflation protection that generate consistent returns over the long term.
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• Attractive spread between
capitalization rates and longterm Canadian bond yields will
continue to drive demand for
commercial real estate

• Mortgage spread premium
above corporate bonds
expected to stabilize

• Strong momentum in
transaction activity with
significant supply of
new infrastructure and
privatization of assets

(Modest overweight)

• Economic growth will continue in
gateway cities including Toronto,
Vancouver and Montreal
• Property fundamentals remain
strong across commercial real
estate sectors, as evidenced by
relatively low vacancy rates

(Modest overweight)

• High quality term mortgages
to outperform in the case of
an economic slowdown
• Strong value-add
performance in the front
end of the real estate
lending life cycle

(Modest overweight)

• Increased demand for
core assets in developed
economies as macroeconomic uncertainty
weighs on secondary
markets

Alternative

Part of the WAAC’s mandate is to highlight risks and opportunities on the horizon.
Below are some of the factors we will be monitoring in 2020.
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Potential Implications
↑

Economic growth continues to place downward pressure on vacancies and upward
pressure on rent. This can provide net operating income growth across property
types. From a lender perspective this can provide significant cash flow cushion above
debt servicing costs.

↑

As global growth slows economies will look further to private capital to fund
infrastructure needs throughout the cycle, creating opportunity to acquire long-term,
stable infrastructure assets.

↑

Canada is forecasted to lead all G7 countries in population growth over the next five
years. This is expected to have a positive implication for demand across all property
types, particularly multi-unit residential.

↑

Trends in urbanization globally continues to put pressure to invest further to replace
aging infrastructure in developed markets and build new infrastructure in developing
markets.

↑

Rising e-commerce penetration is increasing the demand of intermodal distribution
networks facilitated through industrial real estate and transforming opportunities
within the retail landscape.

↑

Renewable energy has reached a tipping point, being more economical than coal in
a number of geographies and benefits from political tailwinds in most jurisdictions.
We anticipate significant growth in renewable energy transactions.

↑

Majority of real estate activity is anticipated for core income producing properties
in gateway cities including Toronto, Vancouver and Montreal. Positive tailwinds
experienced in industrial and multi-unit residential assets will be a major contributor
to deal flow activity.

↑

Mortgage origination activity is likely to be near recent decade highs.

↑

Increased infrastructure deal activity in 2020 given that 2019 is expected to be a
record year for fundraising with over $100 billion raised.

↑

Strong real estate valuations support mortgage lenders, we believe diligent cash flow
projections and stress testing still must be completed to ensure the borrowers can
withstand an economic downturn.

↑

Landlords are expected to benefit less from capitalization rate compression.
However, focusing on active management and high quality assets can allow for
growing and stable income over the longer term.

↑

Valuations rising as global interest rates remain near zero. Even at compressed
returns infrastructure offers a significant spread to other asset classes, leading to
significant capital inflows.
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Forecast
The information contained herein has been provided by TD Asset Management Inc. and is for information purposes only. The information has been
drawn from sources believed to be reliable. Graphs and charts are used for illustrative purposes only and do not reflect future values or future
performance of any investment. The information does not provide financial, legal, tax or investment advice. Particular investment, tax, or trading
strategies should be evaluated relative to each individual’s objectives and risk tolerance. Certain statements in this document may contain forwardlooking statements (“FLS”) that are predictive in nature and may include words such as “expects”, “anticipates”, “intends”, “believes”, “estimates”
and similar forward-looking expressions or negative versions thereof. FLS are based on current expectations and projections about future general
economic, political and relevant market factors, such as interest and foreign exchange rates, equity and capital markets, the general business
environment, assuming no changes to tax or other laws or government regulation or catastrophic events. Expectations and projections about future
events are inherently subject to risks and uncertainties, which may be unforeseeable. Such expectations and projections may be incorrect in the future.
FLS are not guarantees of future performance. Actual events could differ materially from those expressed or implied in any FLS. A number of important
factors including those factors set out above can contribute to these digressions. You should avoid placing any reliance on FLS. The TD Wealth Asset
Allocation Committee (“WAAC”) is comprised of a diverse group of TD investment professionals. The WAAC’s mandate is to issue quarterly market
outlooks which provide its concise view of the upcoming market situation for the next six to eighteen months. The WAAC’s guidance is not a guarantee
of future results and actual market events may differ materially from those set out expressly or by implication in the WAAC’s quarterly market outlook.
The WAAC market outlook is not a substitute for investment advice. TD Asset Management Inc. is a wholly-owned subsidiary of The Toronto-Dominion
Bank. All trademarks are the property of their respective owners. ®The TD logo and other trademarks are the property of The Toronto-Dominion Bank.
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