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Low rates, inflation on the horizon
Paul Sandhu, Vice-President and Portfolio Manager


CI Investment Grade Bond Fund is a core fixed-income fund that emphasizes income, low
volatility and capital preservation. Its global approach allows the fund to strategically benefit
from divergent monetary policy and credit cycles around the world, as well as from greater
diversification and liquidity.



Duration and credit risk are typically managed outside the portfolio through short positions
or the futures markets. This allows Marret to actively manage risk in the portfolio at any
time, at a low cost and with minimal portfolio disruption.



Up to 10% of the fund can be invested in high quality high-yield bonds. Marret occasionally
adds high yield to the portfolio to take advantage of specific situations when the managers
believe they can add value. Marret believes the high-yield market is currently expensive and
there are no high-yield positions in the fund.



Marret’s outlook is for slightly better global economic growth in 2017, led by the United
States. Modest growth is also expected in Canada, Europe and Japan.



U.S. 10-year Treasury yields have jumped in recent months and are likely to rise further with
a cyclical rise in inflation and as the U.S. Federal Reserve takes steps to normalize interest
rates. Although there is a possibility of Treasury yields temporarily reaching about 3%,
Marret does not see rate increases in Canada, Europe or Japan this year and believes that the
longer-term trend to low interest rates will continue. This is because government debt levels
remain high, inflation remains low in most parts of the world, and there is still a lot of
unutilized industrial capacity.



Within the investment-grade credit market, valuations are moderately high, credit spreads
are narrow and corporate balance sheets are weak, which is not a good combination for
investing in the asset class. It appears, however, that corporate leverage has peaked and that
companies are taking steps to manage their debt more conservatively. Profit margins remain
strong. And central banks are increasingly adding corporate bonds to their reserve
management, which should act as a tailwind to the sector. So although risks remain, there is
a strong technical backdrop for investment-grade bonds.
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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.
This commentary is published by CI Investments Inc. It 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. Commissions, trailing commissions, management fees and expenses all may be associated with
mutual fund investments. Please read the prospectus before investing. Mutual funds are not guaranteed, their values change
frequently and past performance may not be repeated. Published February 2017.

