
 

First-quarter 2019 Commentary 
 

Marret Short Duration High Yield Fund 
 
After a steep sell-off in risk assets towards the end of 2018, markets rallied sharply through the 
first quarter of 2019. While trade negotiations between the U.S. and China are yet to be resolved, 
and thus injecting an element of uncertainty in global growth forecasts, the shift by the U.S. 
Federal Reserve (the “Fed”) to a more dovish stance during the quarter has been positively 
received by both credit and equity markets. Given this “risk-on” tone, volatility decreased 
significantly over the quarter, but its level remains subject to the ongoing development of 
geopolitical events, particularly U.S. trade policies. The Fed further solidified its dovish stance 
late in the quarter, thereby driving bond prices even higher and taking risk assets with them. 
While a dovish stance was expected, the extent of the changes surprised both us and the markets 
– particularly the Fed’s decision to stop shrinking its holding of U.S. Treasury bonds. This resulted 
in lower U.S. Treasury yields and further inversion at the front end of the yield curve. High-yield 
spreads narrowed approximately 130 basis points (bps) quarter-over-quarter, with the yield on 
the broader market decreasing to approximately 6.39%. 
 
The core short duration bonds held in the portfolio of Marret Short Duration High Yield Fund (the 
“Fund”) performed well in the quarter, posting positive returns. The Fund benefited from short 
duration credit selection (notably, Endo International plc and Restaurant Brands International 
Inc.), but the Fund’s performance was negatively affected by a turn lower in the market’s appetite 
for certain energy companies (notably, Tapstone Energy, LLC). Likewise, exposure to certain 
chemical and consumer discretionary companies detracted from the Fund’s performance. The 
Fund underperformed the broader high-yield market over the quarter primarily due to its more 
conservative stance. Importantly, the Fund’s duration remains substantially shorter than the its 
benchmark index, the ICE BofAML 1-5 Year BB Cash Pay High Yield Index. 
 
Marret High Yield Bond Fund 
 
Marret High Yield Bond Fund (the “Fund”) delivered positive returns in the first quarter of 2019; 
however, the Fund underperformed the broad high-yield market. The largest contributors to the 
Fund’s performance during the quarter were Endo International plc, Bausch Health Companies 
Inc., Teva Pharmaceutical Industries Ltd., Ortho-Clinical Diagnostics and First Quantum Minerals 
Ltd. Conversely, exposure to certain energy companies detracted from the Fund’s performance 
for the quarter. Given our view that we are late in the credit cycle, we continue to shift the Fund 
to a more conservative positioning, and we reduced the Fund’s exposure to risk over the quarter. 



 

Additionally, we continue to monitor our economic indicators closely to assess the impact of all 
recent developments on the real economy, including the most recent actions by the U.S. Federal 
Reserve. 
 
Outlook 
 
The U.S. economy has shown some signs of softening, while the global economy continues to 
remain fragile. Central banks have acknowledged this weak environment, and they have 
responded accordingly, providing a far more accommodative policy stance. Global bond yields 
have once again fallen dramatically, with a reasonably large subset of government bonds now 
providing negative yields once more. This has led to a resumption of yield-seeking behaviour, 
creating a snap back in both investment-grade and high-yield bond security prices. The credit 
rally, however, has been driven by higher-quality securities, thus leaving these valuations 
extended, and which keeps us cautious given their valuations. The U.S. government yield curve 
has also inverted at the front end of the curve, which has historically inferred a continuation of 
weakening growth trends to come. As a result, we continue to remain conservatively positioned. 
We are, however, keeping a close eye on whether global growth begins to stabilize, and whether 
the effects of previous Fed policy tightening lead to weakening in the U.S. economy. 
 
Sources used: Marret Asset Management Inc. and Bloomberg L.P. 

 
 

Class F returns (in %)  
as at March 31, 2019  

Year-
to-date 

1 year 3 year 5 year 
Since 

inception 
(2/14/2014) 

Marret Short Duration High Yield Fund  2.3 3.5 4.0 2.7 2.7 

Marret High Yield Bond Fund 4.8 4.9 6.0 2.9 3.0 

Sources: Marret Asset Management Inc. and Bloomberg L.P. Data is as at March 31, 2019. 

 
 
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. 

The contents of this piece are intended for informational purposes only and not to be used or construed as an 
endorsement or recommendation of any entity or security discussed. The information should not be construed as 
investment, tax, legal or accounting advice, and should not be relied upon in that regard. 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. These investments may not 
be suitable to the circumstances of an investor. Some conditions apply. 

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. Market conditions may change 
which may impact the information contained in this document. 

Marret Asset Management Inc. is a partly owned subsidiary of CI Financial Corp. and an affiliate of CI Investments 
Inc. Marret Asset Management Inc. is a portfolio sub-advisor to certain funds offered and managed by CI Investments 
Inc.  
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