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The second quarter of 2018 was a challenging quarter for emerging market equities which declined
almost 8% in U.S. dollar terms. The decline was even more disquieting when compared to the
positive return of developed market equities, with the difference in performance just shy of ten
percentage points. Higher U.S. interest rates, a stronger U.S. dollar, elevated oil prices and
increasing political risks created enough uncertainty to drive investors out of emerging market
assets. Although the decline was led by Latin America in general and Argentina specifically, the
selloff in Asian equities gained momentum later in the quarter as political tension between the U.S.
and China spilled over into an increased probability of tariffs and tough technology restrictions.
These latter restrictions, together with intellectual property protection, are not expected to be
resolved soon and will continue to be an overhang on the market for quarters to come.
It would be wrong to argue emerging market positioning had returned to neutral following the
substantial outflow of investments during the quarter. These outflows need to be evaluated against
recent inflows. The outflows during the second quarter, although substantial, have not even fully
offset the inflows recorded in the first quarter of 2018, leaving the year-to-date flows into emerging
assets still in positive territory after record inflows in 2017. This is important, as it would suggest
that positioning is still far from “neutral” and further outflows and price declines are possible if
economic and political uncertainties continue.
Depreciating currencies and higher oil prices have forced several central bankers in emerging
market economies to reverse monetary policy by either tightening (i.e. hiking interest rates or
abruptly ending the loosening cycle. Included in this group are Argentina, Brazil, South Africa,
Indonesia, India, China and Turkey). Depreciation currencies, reversals in monetary policy, carry
unwind and increased geopolitical uncertainty not only weighed on markets but are also starting to
affect the real economy and the outlook for growth. This in turn, raises questions about the still
optimistic earnings outlook for emerging markets into the remainder of 2018 and into 2019.
Going forward, we remain cautious despite a correction in valuation and positioning. With the high
mark in global economic growth now in the rear-view mirror, U.S. rates continuing higher, a firm
U.S. dollar, high energy prices, geopolitical tension rising rather than falling and trade protectionism
becoming reality, emerging market equities are going to have a hard time outperforming its
developed market peers in the foreseeable future. A reversal of any of the aforementioned could
bring temporary relief. In the meantime, we prefer a more defensively positioned portfolio,
reducing exposures to companies that could get wrapped up in escalating trade and technology
hostilities that are negatively correlated to falling currencies and are sensitive to higher inflation.

2 Queen Street East, Twentieth Floor, Toronto, Ontario M5C 3G7 I
Head Office / Toronto
416-364-1145
1-800-268-9374

Calgary
403-205-4396
1-800-776-9027

www.ci.com

Montreal
514-875-0090
1-800-268-1602

Vancouver
604-681-3346
1-800-665-6994

Client Services
English: 1-800-563-5181
French: 1-800-668-3528

Market Commentary
Second Quarter 2018

Class F Returns (in %) as at
June 30, 2018
Signature Emerging Markets Fund

Year-todate

1 year

3 year

5 year

10 year

-0.1

13.2

7.4

8.4

3.7

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.

