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Markets have been generally “on the mend” following the volatility spike that marked the first
quarter. After the experience of 2017, where there was very low implied (and realized) volatility in
the marketplace, we remind investors that as we move into the late-cycle phase, volatility tends to
be a feature, coupled with more violent sector rotation and a general need to be nimble and manage
risks.

The inflation impulse has resurged, to a degree, providing Canadian equities some “catch-up” to the
performance of global developed markets during the period in review. That said, underlying
economic growth globally seems to be exhibiting some meaningful divergences, as a robust U.S.
economy keeps the U.S. Federal Reserve Board (Fed) stalwart on a path of higher interest rates. The
Bank of Canada failed to hike rates at its most recent meeting, yet curiously sent a hawkish signal
for the next meeting, despite continued frustration in NAFTA negotiations, now coupled with the
imposition of U.S. tariffs. The sabre rattling of trade disputes is but one more risk testing the mettle
of active managers and passive equity holders alike.
For the quarter ended June 30, 2018, the fund returned 4.6%. Selection effects in financials and
industrials detracted from performance. The largest individual detractors were Enbridge and
Suncor Energy, reflecting the opportunity cost of being underweight the sector in a strong month
for energy. Conversely, positioning in financials (underweight) and information technology
(overweight) added to performance. Top contributors were Great Canadian Gaming Corporation
and BRP.

As noted above, the intent of the Fed to continue hiking interest rates is causing discomfort for
many economies whose growth is far less robust. These growth divergences also hinge on a
strengthening U.S. dollar, which poses its own risks, notably for emerging markets and economies
sensitive to consumption of goods priced in U.S. dollars (i.e., commodity-centric economies).

Overall, the rise of populism (in its various permutations globally) brings with it risks of heightened
protectionism and a likely shift away from globalization, which has been a powerful underpinning
to global growth for many years. As such, we continue to focus on portfolio construction, whereby
risk management and active share (i.e., differentiating from the benchmark) should add value. We
are of the view that the Canadian economy may not benefit as greatly in this late-cycle phase as it
has in the past, and that the next global recession (when it comes) is likely to expose some
structural challenges in our economy.
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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. Published
July 2018.

