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Over the past few days, both stock and bond markets have behaved irrationally, causing the first large swings
that we have seen in a while. In 2017, there were only four days where the S&P 500 Index lost more than 1%
and the maximum drawdown for the unluckiest investors (those who bought at the high and sold at the low)
was only -2.8%. Things have changed so far in February, to say the least.

In our observation, the recent market decline was not due to changes in economic conditions as the U.S.
recently passed tax cuts, earnings are growing and the global economy is on a growth path. Financial
conditions are healthy despite big moves in the markets. Foreign exchange volatility remains tame and highyield markets have held up strongly. These are signs that the real economy is functioning. However, we
expect stock market volatility to maintain a higher level, effectively returning to normal, which is generally
positive for active management.

The market declines on February 2 and 5, 2018 can largely be attributed to valuations, as markets have
traded at premiums driven by a prolonged period of investor enthusiasm. Speculative names such as Bitcoin
have had a roller coaster ride and their true value has yet to be determined. Volatility picked up as investors
who speculated that volatility would move lower had to cover their short positions. We were not in any of
these camps as we were more concerned about equity market valuations, but not the economies. In Select
Income Managed Corporate Class and CI Income Fund, we have had low equity exposure for a while. Within
the equity portion, we are overweight infrastructure and REITs. These asset classes detracted value in 2017
but also experienced half the volatility during the recent market sell-off. Recognizing that we were
underweight equity for valuation reasons, we took some equity risk on February 5 via a S&P 500 option
strategy as we saw value in a rather emotional day. Markets turned direction on February 6 with gains in
equities and losses in bonds. The gains in our option strategy helped to offset bond volatility.
For sovereign bonds, price momentum remains weak. The U.S. Treasury has broken through various key
levels. The 10-year yield is marching to 3.0% which is the “worst case scenario” many investors have been
calling. We suspect it may overshoot and get a little worse. At that level, volatility would likely die down and
create an excellent entry point for investors. We have positioned Select Income Managed Corporate Class
and CI Income Fund to have low bond market downside capture for the time being. We used a gold bullion
position to hedge inflation (interest rate risk) and it has done well. We recently trimmed the position.

February has been challenging so far as the S&P/TSX Composite Index, S&P 500 Index and FTSE TMX
Universe Bond Index were all down as of February 5, 2018 (3.9%, 6.2% and 0.45%, respectively). Select
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Income Managed Corporate Class and CI Income Fund recorded declines of 0.61% and 0.56%, respectively,
for the same period. We had little downside capture of the markets.
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This commentary 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. Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund
investments. Please read the prospectus before investing. Unless otherwise indicated and except for returns for periods less
than one year, the indicated rates of return are the historical annual compounded total returns including changes in
security value. All performance data assume reinvestment of all distributions or dividends 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. This
report may contain forward-looking statements about one or more mutual funds, their 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. CI Multi-Asset Management is a division of CI Investments Inc. ®CI Investments and the CI
Investments design are registered trademarks of CI Investments Inc. Published February 2018.

