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Developed markets outperformed emerging markets for the quarter, supported by U.S. equities. The
MSCI ACWI High Dividend Yield Index underperformed the broader MSCI ACWI Index with a loss of
1.3% in U.S. currency. The Canadian market was relatively strong with the S&P/TSX Composite
Index returning 6.8% for the quarter, primarily supported by the energy sector.
Earlier in the year, market volatility and equity risk premiums rose and have yet to tighten.
Potential suspects for the higher risk premiums include interest rate movements, politics around
trade relationships, foreign currency movements and the length of the current economic expansion.
We do not believe the absolute length of the current economic expansion is a prudent reason to
become overly defensive. The magnitude of this expansion was very subdued relative to other
recoveries and thus it is likely to continue, especially with the U.S. tax cuts supporting business
sentiment. Our team views equity market valuations as reasonable with global growth indicators
generally remaining encouraging.
The Canadian preferred share market was volatile during the first quarter of 2018, but improved
with the rise in the five-year Government of Canada bond yield in the second quarter. Trade war
concerns continued, but the equity market made slow gains as a result of strong corporate earnings
and solid economic news. Global assets with more perceived risk were volatile, and the U.S. equity
market, as measured by the S&P 500 Index, declined 0.8% in the first quarter, but rose 3.4% during
the second. West Texas Intermediate oil prices were up, closing the period at US$74.15 per barrel.
The BMO 50 Preferred Share Index posted a 1.2% total return in the second quarter, while the
broader S&P/TSX Preferred Share Index was up 0.9%. Within the BMO 50 Preferred Share Index,
perpetual preferred shares led the Index, while rate reset preferred shares returned 1.3% and
floating rate preferred shares, -0.4%. Supporting preferred share performance were rising
Canadian interest rates and the rising five-year Government of Canada bond yield, which moved
higher amid expectations that the Bank of Canada would raise interest rates by another 25 basis
points (bps) in July. Trading volumes during the second quarter were lighter than normal as new
issuance was low.
Issuance fell in the second quarter with three issues totalling $850 million and four redemptions
announced for $550 million – a net increase of $300 million during the quarter. The new issues did
not initially trade well in the secondary market. Issuance is expected to increase in the second half
of 2018 as AltaGas will likely issue to help fund its WGL acquisition and as Canadian banks
refinance legacy additional Tier 1 bonds.
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The U.S. Federal Reserve Board raised interest rates by 25 bps at each of its March and June
meetings, and signalled two more increases in 2018 and further increases in 2019. The Bank of
Canada raised interest rates in January amid strong employment growth, but kept its overnight rate
on hold during the second quarter. However, the Bank of Canada signalled that it would look to
remove its accommodative monetary policy as the bank rate is still below the rate of inflation.
Fund performance
Canadian equities outperformed global equities during the quarter and our security selection
globally did not offset our underweight position in Canadian equities. However, we have greater
late-cycle concerns for the Canadian economy than for the U.S. and European markets and will
maintain our underweight in Canadian equities.
The majority of sectors achieved modestly positive performance during the quarter, led by energy.
Within the fund’s equities, the relative success in energy was led by the greater than 21% gain in
Encana and 18% in Canadian Natural Resources and EOG Resources. Equinor, previously called
Statoil, was one of our larger positive contributors and was sold during the quarter following a 12%
rally. Enbridge recovered more than 17% during the quarter and was our largest single contributor
to positive performance. Note, however, that in the previous quarter, Enbridge declined 17% and
was the fund’s largest single detractor. As political and regulatory approvals progress, we expect
Enbridge’s valuation to continue recovering.
The largest individual detractor during the quarter was Taiwan Semiconductor which declined
13.3%. During the quarter we modestly reduced exposure to semiconductor companies on trade
war concerns.
In the fund’s preferred shares component, the main contributor to performance was positive
security selection and a significant exposure to floating rate preferred shares. Citigroup N benefited
from rising Libor yields and the Federal Open Market Committee (FOMC) interest rate hike while
holdings of BNS C benefitted from rising T bill rates and BMO R was announced for redemption. The
main detractor was an underweight to the fixed and floating rate preferred share sector and
security selection within the sector. The main individual detractor was a large holding of BCE A that
returned -2.9% over the quarter.
Outlook
Our view is that equity risk premiums are reasonably attractive given the somewhat supportive
global economic outlook, although potentially increasing trade friction is a risk that needs to be
continually assessed. Equity market returns will be primarily dependent on earnings growth and
dividend payments as there is only modest room for general multiple expansion. The U.S. economic
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outlook remains appealing while the European region is making modest yet significant progress.
We believe that strengthening developed economies will support bumpy yet acceptable returns
from equities relative to the rather limited investment alternatives. We have a cautious mediumterm view on the Canadian economy and domestic equity markets.
Looking forward, the outlook for the preferred share market remains positive as higher interest
rates in Canada should support the rate reset and floating rate preferred shares that make up the
majority of the market. North American Free Trade Agreement negotiations, U.S. tariffs on
aluminum and global trade war rhetoric are having a negative impact on the Canadian economy and
thus, should moderate further interest rate increases.
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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. 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. 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 compounded total returns including changes in security
value and reinvestment of all dividends or 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. Mutual funds are not
guaranteed, their values change frequently and past performance may not be repeated. ®CI Investments and the CI
Investments design and logo are registered trademarks of CI Investments Inc. ™ Signature Global Asset Management
and ™ Signature Funds are trademarks of CI Investments Inc. Published July 2018.

