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The Canadian preferred share market had a strong fourth quarter despite an early December sell-off,
as expectations for higher short-term interest rates drove floating and rate re-set issues higher. The
market had an excellent year overall, with the BMO 50 Preferred Share Index up 17.4%, while the
S&P/TSX Preferred Share Index gained 13.6%, due mainly to its lower weighting in floating rate
preferred shares. The market for risk assets remained positive for the quarter, as the S&P 500 Index
rose 6.6% and WTI oil prices gained 17% to close at US$60.42 per barrel.

The BMO 50 Preferred index rose 3.26% in the fourth quarter with higher interest rates, as five-year
Government of Canada bond yields moved 11 basis points higher to 1.86%. Within the index, floating
rate shares led for the fourth quarter in a row with a 6.30% return, while rate re-set shares returned
3.10% and perpetuals 2.39%.

Preferred shares continued to benefit from very strong retail demand, and institutional demand
improved based on higher rates and a lack of new issuance for about two and a half months. The selloff at the beginning of December was due to in part to a dip in five-year bond rates, some year-end
profit taking and new issuance of $1.4 billion in a week.

Issuance for the quarter overall was light, up slightly from the third quarter with four issues totalling
$1.4 billion, while redemptions totalled $650 million across four issues for a net increase of only $750
million. Issuance is expected to be manageable in 2018 as banks have more legacy redemptions, but
also have more avenues to meet their requirements.

The U.S. Federal Reserve raised interest rates by 25 basis points at its December meeting and
signalled three further increases in 2018. The Bank of Canada kept rates on hold during the fourth
quarter but indicated that rate increases in 2018 would depend on economic data. Strong
unemployment data for November, therefore, lent support to the expectation that the Bank of Canada
would raise rates.

The outlook for preferred shares remains positive as higher interest rates in Canada support the rate
re-set and floating preferred shares that make up the majority of the market. Retail and institutional
investors continue to have a high demand for preferred shares due to better expected returns than
fixed-income markets.
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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 January 2018.

