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The selling pressure on emerging markets continued into the third quarter of 2018, with equities at
one point down just more than 20% compared to the late-January 2018 highs. Ignoring the high of
January and despite a recovery during the second half of September, emerging market equities
were still down 7.5% during the first nine months of the year, significantly underperforming
developed market equities, which recorded a gain of 3.8% over the same period. The fact that the
decline in the third quarter occurred despite a broadly unchanged U.S. dollar emphasized the
importance of tighter global financial conditions on emerging market assets rather than simply U.S.
dollar strength. Higher U.S. interest rates, higher oil prices, ongoing concerns about Argentina and
Turkey, and increased worries about the Chinese economy continued to weigh on emerging market
assets. Rising trade tension between the U.S. and China added to the already cautious stance.

We continue to believe this is not the time to rely on arguments centring on positioning,
underperformance or valuation to justify buying into emerging markets. Although these arguments
carry some weight, the ultimate outcome of emerging market returns over the next few months and
quarters will most likely be driven by other factors.

Even though global growth is expected to remain healthy (albeit slightly lower than in 2017), the
continued tightening of financial conditions will remain a key overhang on emerging markets. Not
only will rising U.S. rates adversely impact emerging markets, but the quantitative easing program
by the European Central Bank grinds to a halt by the end of the year and the Bank of Japan has
already indicated that it is in favour of slightly higher rates. Thus, for the first time in almost 10
years, major central banks will either be tightening or remain neutral – not easing – increasing the
chances of tighter financial conditions throughout 2019. Our constructive view on oil prices, a
slowing Chinese economy, and policy uncertainties across a number of emerging market economies
(Turkey, Brazil, Mexico, South Africa, India, and China) leaves us cautious on emerging market
assets in the near term. A sharper slowdown in China or higher-than-expected inflation in the U.S.
are two key risks to the downside, although we see both scenarios as risks and not the base case.
On the other hand, strong and fairly stable global growth, healthy banking systems across most
emerging markets (China being the most obvious exception), robust government debt (India, Brazil,
and Hungary being the exceptions), and credible domestic monetary policy in a majority of the
countries provide strong counter-arguments to becoming too bearish on emerging markets over
the medium term.

We prefer a more defensively positioned portfolio as we enter the fourth quarter. We reduced our
exposure to the technology sector, maintain a low exposure to discretionary spending and real
estate and are more constructively positioned in banks, energy, and utilities.
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IMPORTANT INFORMATION
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. Mutual funds are not guaranteed, their values
change frequently and past performance may not be repeated.
The statements contained herein are based on material believed to be reliable. Where such statements are based in whole
or in part on information provided by third parties, they are not guaranteed to be accurate or complete. CI Investments Inc.
and its affiliates and related entities are not liable for any errors or omissions in the information or for any loss or damage
suffered.
The contents of this piece are not to be used or construed as investment advice or as an endorsement or recommendation of
any entity or security discussed.
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.
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. Signature Global Asset Management is a
division of CI Investments Inc.
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