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Market Overview
•

Consensus forecasts for 2020 anticipated increased economic growth relative to 2019 due
to the troughing of economic data overseas, reduced trade tensions between the U.S. and
China and no hard Brexit. This was inconsistent with our own view, which expected lower
global growth for the new year.

•

Late in the period, the global COVID-19 health pandemic, which forced economic
lockdowns across most industrialized countries, plunged global growth toward recession.

•

Central banks responded vigorously to counter the economic weakness, public market
dysfunction and availability of credit. The U.S. Federal Reserve (Fed) cut interest rates 75
basis points (bps) in 2019 and then acted aggressively in March 2020, cutting rates 150
bps to effectively zero. Other central banks, including the Bank of Canada (BOC), followed
a similar path in 2020.

•

Ten-year government bond yields declined 125, 100, 28 and 46 bps in the U.S., Canada,
Germany and the U.K., respectively, over the period. The significant contraction in
economic activity in 2020 reversed the supportive backdrop for risk assets, which
corrected sharply and quickly. Based on the Bloomberg Barclays Aggregate Corporate
Average OAS Index, investment grade corporate credit spreads widened 179, 139, 146
and 136 bps in the U.S., Canada Europe and the U.K., respectively.

Performance Summary
•

Over the quarter ended March 31, 2020, Class F of CI Investment Grade Bond Fund (the
Fund) returned -0.1% compared with a return of -2.5% for its benchmark, the FTSE
Canada All Corporate Bond Index, over the same period.

•

Duration of the Fund was actively managed and ranged from 5.97 to 6.84 (average 6.49)
years. The benchmark duration over the period was reasonably static averaging 6.65
years.

•

In corporate credit, sector exposure in energy and transportation was reduced. Consumer
goods and real estate sector exposure was increased.

Contributors to Performance
•

The Fund generates returns based on the movement of government bond yields and
corporate credit spreads. Falling government bond yields and tightening credit spreads
are positive for returns. Movements in the opposite direction would be negative.

•

The largest contributor to performance relative to the benchmark, was the Fund’s lower
weighting in corporate credit. On average during the period the Fund had a 52.0%
weighting to corporate securities whereas the benchmark is 100% corporate credit.

•

Additionally, the Fund benefitted from having exposure to U.S. Treasury securities as
interest rates declined more in the U.S than in Canada.

Outlook
•

The ongoing evolution of the coronavirus in terms of spread, longevity and remediation,
as well as how quickly economic activity can be phased in, will result in continued volatility
for risk assets. Corporate credit will additionally be impacted by potential credit
downgrades, and sectors such as energy, travel, leisure and airlines. These sectors will be
slow to recover from the current stay-at-home orders and health concerns, which are
likely to linger longer term.

•

However, it is critical to understand the type of recession the global economy will undergo
from the global coronavirus pandemic. Recessions typically take three forms: structural,

cyclical and event driven. This is undoubtedly an event driven recession. These tend to be
shorter and shallower than structural and cyclical recessions. Based on this, and the
significant monetary and fiscal policy that has already been implemented, we believe
current valuations in credit are attractive. However, as noted above, some sectors and
industries will be slow to recover. Accordingly, we believe a disciplined approach to
adding risk is warranted with a focus on short maturities, high-quality balance sheets and
sustainable long-term business models. Market volatility is likely to persist given the
uncertain progression of the coronavirus outbreak. As a result, we will be adding risk
tactically, with a mindset of taking profits as securities reach fair value and we assess the
evolution of the macroeconomic environment.
•

In terms of interest rates, we expect government bond yields to remain low as central
banks will need to maintain current accommodation for a long period to offset the impact
of higher unemployment, low inflation and wider output gaps. Nonetheless, expect some
volatility in government bond yields, as fiscal spending will increase materially, leading to
higher government bond issuance.

Source: Bloomberg Finance L.P. and Marret Asset Management Inc.
IMPORTANT DISCLAIMERS
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 net of fees and expenses payable by the fund (except for figures of one year or less, which
are simple total returns) including changes in security value and reinvestment of all dividends/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 comparison presented is intended to illustrate the mutual fund’s historical performance as compared with the
historical performance of widely quoted market indices or a weighted blend of widely quoted market indices or
another investment fund. There are various important differences that may exist between the mutual fund and the
stated indices or investment fund, that may affect the performance of each. The objectives and strategies of the
mutual fund result in holdings that do not necessarily reflect the constituents of and their weights within the
comparable indices or investment fund. Indices are unmanaged and their returns do not include any sales charges or
fees. It is not possible to invest directly in market indices.
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.
Certain statements contained in this communication are based in whole or in part on information provided by third
parties and CI Investments Inc. has taken reasonable steps to ensure their accuracy.
This document is provided as a general source of information and should not be considered personal, legal,
accounting, tax or investment advice, or an offer or a solicitation to buy or sell securities. Every effort has been made
to ensure that the material contained in this document is accurate at the time of publication. Market conditions may
change which may impact the information contained in this document. All charts and illustrations in this document
are for illustrative purposes only. They are not intended to predict or project investment results. Individuals should
seek the advice of professionals, as appropriate, regarding any particular investment. Investors should consult their
professional advisors prior to implementing any changes to their investment strategies.
The opinions expressed in the communication are solely those of the author and are not to be used or construed as
investment advice or as an endorsement or recommendation of any entity or security discussed.
CI Investments Inc.(“CI”) is the portfolio manager to the CI Investment Grade Bond Fund and Marret Asset
Management Inc. is the portfolio sub-adviser to the fund. CI is responsible for the investment advice provided by the
portfolio sub-advisers.
Marret Asset Management Inc., is a majority owned subsidiary of CI Financial Corp. and an affiliate of CI Investments
Inc. CI Investments Inc. is a wholly owned subsidiary of CI Financial Corp. CI Investments® and the CI Investments
design are registered trademarks of CI Investments Inc. “Trusted Partner in WealthTM” is a trademark of CI
Investments Inc.
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