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Concern regarding declining global economic growth, weaker oil and commodity prices, increasing
trade tensions between the U.S. and China, stalled Brexit negotiations and difficult Italian budget
discussions resulted in a significant risk-off sentiment in the final quarter of 2018. Major
industrialized country equity markets declined 10% to 14% during the period. Investment grade
corporate credit spreads, as defined by the Bloomberg Barclays Aggregate Corporate Average OAS
indices, widened by 47, 38, 38 and 33 basis points in the U.S. Canada, Europe and the U.K.
respectively. Conversely, government bond yields rallied in a flight to quality response. Ten-year
bond yields declined 37, 46, 23, and 29 basis points in the U.S., Canada, Germany and the U.K.
respectively. The Canadian government bond market outperformed on relative basis due to: 1) a
large duration index extension 2) repricing of interest rate expectations from the Bank of Canada
due to further economic weakness and 3) nominal government and corporate new issuance.

Performance

The fund derives its return from the movement in government bond yields and credit spreads. For
the period, the Fund returned 0.91%. The comparable return for our benchmark, the FTSE/TMX All
Corporate Bond Index was 0.86%. The benchmark is a Canadian-dollar denominated index.

The fund maintained an average duration during the period of 5.48 years relative to 6.14 years for
the benchmark. The Fund, on average during the period, had 61.8% exposure to corporate bonds
versus 100% for the benchmark. The following were contributors to performance: 1) a lower credit
weighting and credit duration relative to the index 2) alpha generated by active trading of the credit
indexes and 3) active trading of portfolio duration during a period of high volatility in government
bond yields.

Market Outlook

In the final quarter of 2018, we expressed great concern about the vulnerability of risk assets and
how much tightening was priced into interest rate markets. We warned that stocks and credit were
overvalued and that North American government bond forward markets, were pricing in levels of
tightening beyond our view of the terminal rate. Given the corrections in markets we have
witnessed over the past few months, one might ask the question, “Are we there yet?” In other
words, have risk and rates markets returned to fair value? In our view, further corrective price
action in markets is a high probability. This view is based on fundamentals, technicals and market
positioning which are summarized below.
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Fundamentally, our greatest consideration is always the trajectory of global growth. Global growth
peaked in the fourth quarter of 2017 and there are few signs that economic growth is stabilizing.
The world’s two largest economies, the U.S. and China, are continuing to slow - China due to trade
tensions and the U.S. as government spending is expected to provide less stimulus. Commodity
price weakness is now pressuring business investment spending, and this is taking a toll on growth
prospects in emerging markets and countries like Canada and Australia. Europe of course, has a
myriad of problems which are creating economic uncertainty such as Brexit, populism and a weak
banking system. If you add to this, high government and corporate debt loads as well as shrinking
central bank balance sheets, we find it difficult to project a constructive global economic growth
backdrop.

Technically, a significant amount of chart damage has occurred. We are always cautious to jump to
technical conclusions when the price action occurs during periods of reduced liquidity such as the
last few weeks of December. As a result, we look for consecutive daily closes along with weekly
closes below important support levels before we conclude that short, intermediate and long-term
trend changes have taken place. There is no doubt that the short and intermediate technicals have
turned bearish for risk assets and bullish for interest rates. If the S&P 500 Index spends a full week
below the 2540-45 area and the 10-year U.S. Treasury contract a full week above 120-27, we would
suggest that long term reversals have occurred, likely pointing to a recession scenario.

Positioning across risk assets continues to be overweight. This is due to years of low interest rate
policy and central bank balance sheet expansion. This has led to considerable growth in some risk
asset markets while regulatory policy has reduced the ability for market makers to provide
liquidity. We believe this is a very unhealthy combination which can only add to volatility.
Additionally, we are concerned that risk has been forced into weak hands making it vulnerable to
forced liquidation.

In terms of outlook and return expectations for the CI Investment Grade Bond Fund, we note the
following:

e Interest rate headwinds, which negatively impacted fixed-income returns in 2018, are largely
behind us. We expect central bank policy to be on hold but look for high volatility in government
bond yields. For the first half of the year, we look for 10-year Government bond yields to trade
in a range of 2.55% to 3.05% (U.S.), 1.75% to 2.20% (Canada), 1.10% to 1.60% (U.K.) and 0.10%
to 0.50% (Germany). We would look to add duration on a pullback in interest rates. At 2.85% to
2.90% in ten-year UST we would look to go neutral duration at 6.25 years. At 3.0% to 3.10% we
would expect to have a duration of 7 years.

e We continue to believe that the risk/reward in investment-grade corporate credit, despite the
2018 widening in spreads, remains skewed to further deterioration in credit spreads. Credit
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fundamentals (balance sheet leverage) are weak, economic growth and therefore earnings
prospects are diminishing, and the probability of credit downgrades is heightened. We expect to
see the U.S. investment grade corporate credit default index widen to 115 basis points
(currently 89) and cash credit to widen 20-25 basis points (base case). As a result, exposure to
credit will produce another year of negative excess return. Portfolio exposure to investment
grade credit was reduced significantly in 2018. With the exception of a pocket of short-dated, 1-
4 year, corporate bonds, which represent about 25% of the portfolio for yield purposes, we want
to completely reduce credit exposure. Furthermore, we will continue to actively trade credit
indices in order to generate credit alpha.

The Fund began the year with a running yield of approximately 2.85%. Consistent with previous
years, we expect to generate alpha via active interest rate and credit index trading. If the
slowdown in global growth accelerates and fears of a recession increase, a rally in government
bond yields could occur.

Are we too “beared” up about economic growth and risk assets? There is no doubt that the
consensus view on risk assets is now to be cautious. We note however, that we were bearish on risk
well before the consensus, so it appears the market is just catching up with us. Our views on
economic growth and an extension of the current economic cycle would adjust if some of the

following changed:

e The policies currently being put in place in China to stimulate domestic demand and encourage

infrastructure spending stabilize growth in the 6.0% to 6.5% area.

e There is a comprehensive agreement between the U.S. and China on trade policy.

e The U.S. Federal Reserve limits the Fed funds terminal rate to 2.50% to 2.75%.

e Commodity prices stabilize and oil (WTI) trades above $55.

A combination or all of these events in aggregate, would provide a positive impulse to sentiment
and global growth. The question then becomes, would it be just short-term or have a lasting impact

beyond 20207?
Class F Returns (in %) Year-to- | 3 vear = vear Since inception
as at December 31, 2018 date y y y (12/30/2014)
CI Investment Grade Bond Fund 0.35 0.35 3.21 N/A 3.63
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IMPORTANT DISCLOSURES

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments.
Please read the prospectus before investing. The indicated rates of return are the historical annual compound total returns
net of fees (except for figures of one year or less, which are simple total returns) including changes in security value and
reinvestment of all distributions and do not take into account sales, redemption, distribution or optional charges or income
taxes payable by any securityholder that would have reduced returns. Investment funds are not guaranteed, their values
change frequently and past performance may not be repeated.

The comparison presented is intended to illustrate the mutual fund’s historical performance as compared with the
historical performance of FTSE/TMX all corporate bond index to show how the fund performs compared to what the index
represents. There are various important differences that may exist between the mutual fund and the stated (index) indices
that may affect the performance of each. The objectives and strategies of the mutual fund result in holdings that do not
necessarily reflect the constituents of and their weights within the comparable index. Indices are unmanaged and their
returns do not include any sales charges or fees. It is not possible to invest directly in market indices.

Certain statements in this document 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 CI Investments Inc. and the portfolio manager believe to be reasonable assumptions, neither CI Investments 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.

This document is provided as a general source of information and should not be considered personal, legal, accounting, tax
or investment advice, or an offer or a solicitation to buy or sell securities. Every effort has been made to ensure that the
material contained in this document is accurate at the time of publication. However, CI Investments Inc. and its affiliates
and related entities cannot guarantee its accuracy or completeness and accepts no responsibility for any loss arising from
any use or reliance on the information contained herein. All charts and illustrations in this document are for illustrative
purposes only. They are not intended to predict or project investment results. Individuals should seek the advice of
professionals, as appropriate, regarding any particular investment. Investors should consult their professional advisors
prior to implementing any changes to their investment strategies.

CI Investments Inc.(“Cl”) is the portfolio manager to the CI Investment Grade Bond Fund and Marret Asset Management
Inc. is the portfolio sub-adviser to the fund. Cl is responsible for the investment advice provided by the portfolio sub-
advisers.

Marret Asset Management Inc. is a partly owned subsidiary of CI Financial Corp.
®CI Investments and the CI Investments design are registered trademarks of CI Investments Inc.

Published January 25, 2019.



