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Market performance 
The “buy anything now, ask questions later” trend we saw in the capital markets in 2017 continued into 
2018, although it lasted for less than a month. The sentiment was short-lived this year as substantial 
volatility returned in February and rocked investor confidence. For perspective, there were only four days in 
2017 that the U.S. equity market, represented by the S&P 500 Index, lost 1% or more. In contrast, in the first 
three months of 2018 alone, the index chalked up 11 days of comparable losses.  
 
Arguably, during the first quarter investors had a difficult time embracing Canadian assets amid uncertainty 
about the future of the North American Free Trade Agreement (NAFTA), which has significant repercussions 
for the Canadian economy. Canadian stocks generally under-performed in the first three months and the 
Canadian dollar depreciated against major currencies despite the Bank of Canada’s rate hike in January. 
 

Source: Bloomberg, FTSE/TMX 

 

Portfolio Series and Portfolio Select Series 

Although underweight Canada, the portfolios’ Canadian assets generated some downside over the three-

month period. A number of factors have contributed to Canada’s relatively low valuation and past under-

performance. These include a persistent high level of household debt, a lack of innovation (Canada was 

ranked 22 out of 50 countries in Bloomberg’s 2018 Innovation Index), and low oil prices. Compounding the 

market’s negative view of Canada is the country’s failure to reach a trade agreement with its biggest trading 

partner – a fact that could be detrimental to Canada’s economic growth. Nevertheless, we recognize potential 

opportunities as the valuation of Canadian assets falls.  

 

Returns in % at March 31, 2018 3 month 1 year 3 year 5 year 10 year 

S&P/TSX Composite Index -4.5 1.7 4.1 6.9 4.5 

S&P 500 Index (C$) 2.2 10.6 11.4 18.8 12.0 

MSCI World Index (C$) 1.7 10.7 9.2 15.7 9.0 

FTSE/TMX Canada Universe Bond Index 0.1 1.4 1.2 2.9 4.4 

https://www.bloomberg.com/news/articles/2018-01-22/south-korea-tops-global-innovation-ranking-again-as-u-s-falls
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Hedging foreign currencies added value in 2017 but detracted slightly in the first quarter of 2018. We also 

utilized S&P 500 derivatives to taper portfolio volatility. They remain on and will be withdrawn when the 

risk-return trade-off is skewed in favour of investors.  

 

  
 

Class F Returns in % at March 31, 2018 

 

3 month 1 year 3 year 5 year 10 year 

Portfolio Series Income Fund -0.2 2.1 2.9 5.6 6.0 

Portfolio Series Conservative Fund -0.1 2.7 2.7 6.3 5.7 

Portfolio Series Conservative Balanced Fund -0.4 3.1 3.2 7.1 6.0 

Portfolio Series Balanced Fund -0.6 3.8 3.7 7.8 6.2 

Portfolio Series Balanced Growth Fund -0.9 4.2 4.3 8.5 6.3 

Portfolio Series Growth Fund -1.0 4.5 4.5 9.2 6.4 

Portfolio Series Maximum Growth Fund -1.3 5.3 5.3 10.5 6.5 

Select Income Managed Corporate Class -0.4 0.3 1.2 3.3 n/a* 

Select 80i20e Managed Portfolio  -0.7 1.2 2.0 4.6 4.9 

 

Select 70i30e Managed Portfolio  -0.8 1.6 2.2 5.2 4.0 

Select 60i40e Managed Portfolio -0.9 2.0 2.4 5.8 5.4 

Select 50i50e Managed Portfolio  -1.0 2.3 2.7 6.4 5.5 

Select 40i60e Managed Portfolio  -1.2 2.7 3.1 7.1 5.8 

Select 30i70e Managed Portfolio  -1.3 

 

3.1 3.4 7.7 5.9 

Select 20i80e Managed Portfolio  -1.6 3.5 4.0 8.6 6.2 

Select 100e Managed Portfolio  -1.9 4.4 4.7 9.9 6.5 

* Since inception (Sept. 2010): 4.0%. 
 

Select Income Managed Corporate Class 

The fund’s performance was at the low end of our expectations, reflecting the fact that opportunities for 

capital gains within the income sphere was limited. It’s likely that the current economic cycle has run its 

course. We remain committed to our core objectives, which are to preserve capital and to beat inflation over 

a three-year period. The portfolio carries a yield of 3.2%. We expect to generate future capital gains based on 

effective asset-allocation decisions and, from time to time, by overweighting undervalued assets.  
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The portfolio has a core government bond component to provide safety and income for investors. Interest- 

rate sensitivity is hedged by diversifying into other asset classes such as gold bullion, corporate bonds and 

stocks. Within the corporate bond portion, our term to maturity is short. This is intentional – we wish to 

receive payment more quickly as the global economy remains in the late stage of recovery.  

 

Outlook and positioning 

Our outlook has not significantly changed from last quarter. Stock valuations have likely peaked and 

earnings need to grow in order for markets to remain at current high levels. This is achievable, but there are 

many moving parts we continue to monitor closely. These include global trade, credit conditions, sovereign 

and household debt levels, and central bank policies. We own some derivatives to hedge against any adverse 

risks should conditions change dramatically.     

 

We are concerned about the U.S. deficit and debt levels generally, and believe the situation will weaken the 

greenback. As indicated above, we are gradually moving towards a more favourable view of Canada, from an 

asset-mix standpoint, driven by more attractive valuation. We are also aggressively reducing our exposure to 

the U.S. dollar as we cut back on U.S. dollar-denominated assets and increase the currency hedge ratio. 

 

 

 

 
Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. 
Please read the prospectus before investing. Unless otherwise indicated and except for returns for periods less than one 
year, the indicated rates of return are the historical annual compounded total returns including changes in security value. 
All performance data assume reinvestment of all distributions or dividends and do not take into account sales, redemption, 
distribution or optional charges or income taxes payable by any securityholder that would have reduced returns. Mutual 
funds are not guaranteed, their values change frequently and past performance may not be repeated. This commentary is 
provided as a general source of information and should not be considered personal investment advice or an offer or 
solicitation to buy or sell securities. Every effort has been made to ensure that the material contained in this commentary is 
accurate at the time of publication. However, CI Investments Inc. cannot guarantee its accuracy or completeness and 
accepts no responsibility for any loss arising from any use of or reliance on the information contained herein. This report 
may contain forward-looking statements about the fund, its future performance, strategies or prospects, and possible 
future fund action. These statements reflect the portfolio managers’ current beliefs and are based on information currently 
available to them. Forward-looking statements are not guarantees of future performance. We caution you not to place 
undue reliance on these statements as a number of factors could cause actual events or results to differ materially from 
those expressed in any forward-looking statement, including economic, political and market changes and other 
developments. ®CI Investments and the CI Investments design are registered trademarks of CI Investments Inc. ™Portfolio 
Select Series and Portfolio Series are trademarks of CI Investments Inc. Published April 2017.  


