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If you haven’t thought about your cash management lately, 
now’s the time to pay attention. In this Burgundy Journal, 
we share how to put your elevated cash levels to work. 

In 2022, inflation ran at a red-hot 6.8%, reaching a multi-decade high. And 

while it remains elevated (6.3% as of December 2022), we have seen it come 

down recently. Against this backdrop, we think it’s time to pay attention to 

your cash management and avoid a decline in your purchasing power.  

SOME BACKGROUND 

The Bank of Canada recently raised its policy rate to 4.5%, marking its eighth 

consecutive rate hike. In this environment, banks have seen an increase 

in their net interest margins, which is the difference between the interest 

they pay on deposits and the interest they earn from investments. Since it 

has been profitable not to, generally, they have been slow to increase their 

deposit rates. 

Over the last few years, banks have been flushed with deposits. This was 

especially true during the peak of the pandemic when, faced with limits 

on spending (no travel, events, or dining out), Canadians increased their 

savings rate. At the time of writing, the average deposit rate at a large 

Canadian bank is 0.9%.i 

FINDING (CASH) BALANCE

While we advise clients to hold onto some cash for short-term spending 

needs, emergencies, and unexpected expenses (up to three years’ worth), 

keeping high cash balances in chequing or savings accounts erodes 

purchasing power. While inflation has started to come down, it may take some 

time to fall to the Bank of Canada’s target range of 1% to 3%. 
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https://www.bankofcanada.ca/core-functions/monetary-policy/key-interest-rate/


EXPLORING ALTERNATIVES

There are liquid alternatives to cash to consider, such 

as money-market and bond strategies. These can 

provide a higher return than cash held in a savings 

account, helping to offset the effects of inflation 

without locking up your funds for a predetermined 

period (as is generally required of an investment in 

a Guaranteed Investment Certificate, or GIC). These 

investments typically have lower volatility and offer a 

steady stream of income, which can help preserve the 

purchasing power of cash. They can also help diversify 

one’s overall assets and mitigate the risk associated 

with other investments. 

If some of the cash is earmarked for a longer 

investment horizon, it can be invested in money 

market and strategically deployed into other 

asset classes. This allows for opportunities to take 

advantage of market fluctuations. At the time of 

writing, Burgundy’s Money Market Fund, which is 

highly liquid and trades daily, is yielding 4.2% in 

Canadian dollars and 4.5% in U.S. dollars. 

Alternatively, bonds are also liquid and can provide 

the potential for capital appreciation (typically 

during downturns) in addition to interest income. The 

Partners’ Bond Fund, Burgundy’s model fixed income 

strategy that invests in a portfolio of corporate and 

government bonds, is currently yielding 5.4%. This 

strategy aims to offer an attractive yield with less 

interest-rate sensitivity than a typical bond portfolio. 

To keep this short, now is the time to think about your 

purchasing power. If you have elevated cash balances 

and want to maintain liquidity, reach out to your 

Investment Counsellor to discuss your situation. B

The Partners’ Bond Fund, Burgundy’s model fixed 
income strategy that invests in a portfolio of corporate 

and government bonds, is currently yielding 5.4%. 
This strategy aims to offer an attractive yield with less 
interest-rate sensitivity than a typical bond portfolio. 

Date of  publication: February 13, 2023
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https://www.burgundyasset.com/approach/#our-fixed-income-approach
https://www.burgundyasset.com/approach/#our-fixed-income-approach


i Sourced from Cannex: https://www.cannex.com/public/depa01e.html  

Note: This is an average of the five big banks. In a chequing account, it is zero. 

DISCLAIMERS 

This communication does not consider unique objectives, constraints, or financial needs. It is for 

information purposes only and is not intended to offer investment, legal, accounting, or tax advice; provide 

recommendations or offers of solicitation; serve recruitment purposes; and/or serve marketing purposes. 

Burgundy assumes no obligation to revise or update any information to reflect new events or circumstances, 

although content may be updated from time to time without notice. Any numerical references are 

approximations only. Forward looking statements are based on historical events and trends and may differ 

from actual results. Content and links provided in this piece include proprietary information of Burgundy Asset 

Management Ltd. This content is not to be distributed without consent from Burgundy, and this is not intended 

as an offer to invest in any investment strategy offered by Burgundy. Readers are advised that investments 

are not guaranteed, values change frequently, and past performance may not be repeated. Investing in 

foreign markets may involve certain risks relating to interest rates, currency exchange rates, and economic 

and political conditions. Because Burgundy’s portfolios make concentrated investments in a limited number 

of companies, a change in one security’s value may have a more significant effect on the portfolio’s value. 

Characteristics described are also for illustrative purposes only and may exclude companies in the financial 

sector or with negative earnings as well as any outliers, as determined by Burgundy. Investors should seek 

financial investment advice regarding the appropriateness of investing in specific markets, specific securities or 

financial instruments before implementing any investment strategies discussed. Under no circumstances does 

any commentary provided suggest that you should time the market in any way.  

 

For more information, please see https://www.burgundyasset.com/legal/ .
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