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Performance Summary
•

Over the quarter ended December 31, 2019, Class F of Signature Diversified Yield Fund (the
“Fund”) returned 1.8% while its blended benchmark (40% ICE BofAML US High Yield Total
Return Index, 20% MSCI ACWI Global High Dividend Yield Total Return Index, 20% MSCI ACWI
Infrastructure Total Return Index and 20% MSCI World Real Estate Total Return Index) was
up 1.5% over the same period.

•

The Fund outperformed the benchmark in the quarter on strong security selection, partially
offset by portfolio hedges in the form of U.S. Treasury holdings and U.S. dollars. The Canadian
dollar rose about 1 cent against the U.S. dollar during the quarter. The 40% currency hedge
on the approximately 62% of assets in U.S.-dollar-denominated assets was insufficient.

Contributors to Performance
•

We established a Fund position in Liberty Property Trust on the thesis that its industrial real
estate assets were trading at a 15–20% discount to net asset value, which was unjustified
given the significant positives for industrial real estate due to shifts in the retailer supply
chain. We believed that should the market not recognize this value, Liberty Property Trust
would make an attractive takeout target, fuelled by the presence of an activist investor who
was encouraging a sale of the company. The thesis played out in October 2019 when Prologis,
Inc., also a Fund holding, agreed to acquire Liberty Property Trust in an all-stock transaction
that valued the company at a 21% premium to its previous day’s stock price.

•

Brookfield Asset Management Inc., a core long-term Fund holding, continues to benefit from
increased allocations by global institutions into alternative assets such as real estate,
infrastructure and credit. The company has raised approximately US$30 billion in capital over
the past 12 months from its clients, and with the acquisition of Oaktree Capital Management
we believe fundraising should accelerate and position Brookfield Asset Management well for
distressed credit opportunities should the market see a downturn. Brookfield Asset
Management’s capital-light structure allows it to grow fees at very attractive margins.

Detractors from Performance
•

The Fund’s holding of Pyxus International, Inc. 9.875% bonds due 2021 detracted from the
Fund’s relative and total returns during the quarter. Pyxus International is a global tobacco
leaf merchant with an emerging business in industrial hemp, cannabis and e-liquids. The
company has procured tobacco leaf for global cigarette manufacturers for over 100 years,
and it is its knowledge of agronomy and the cash flow from the company’s existing tobacco
leaf business that positions Pyxus International well for these new and emerging markets.
Upcoming bond maturities in 2021 have weighed heavily on the company’s complex and a
review of strategic alternatives is underway.

•

The Fund’s holding of 30-year U.S. Treasury bonds was also a detractor from the Fund’s
relative performance in the quarter. Purchased as insurance on year-end volatility, yields rose
as investors believed the three interest-rate cuts in 2019 by the U.S. Federal Reserve (the
“Fed”) were sufficient to keep economic growth in positive territory.

Portfolio Activity
•

After the Canadian preferred share market plummeted in late summer 2019, we began
adding select companies to the Fund. We also added new Fund positions in Clipper Realty
Inc., ESR Cayman Ltd. and AerCap Holdings N.V. 5.875% hybrid bonds. Holdings disposed
during the quarter included Wells Fargo & Co.

Outlook
•

Fixed income, and income investing, will likely neither excite nor disappoint investors in 2020.
Markets will struggle to repeat the gains of last year as valuations are higher and, most
importantly, the Fed’s pivot from a hawkish to dovish (i.e., more accommodative) stance is

behind us. Nonetheless, accommodation by the Fed should offset the uncertainty that will
accompany election-year politicking in the U.S. in 2020.
•

While valuations are a bit stretched, credit, real estate and infrastructure supply and demand
are skewed favourably and fundamentals are generally fine, with pockets of weakness such
as retail priced appropriately. Modest earnings growth should support the carry trade even
as government bond yields back up slightly, such that mid-single-digit returns are achievable.

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.
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.
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.
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.

The comparison presented is intended to illustrate the mutual fund’s historical performance as compared with the
historical performance of widely quoted market indexes or a weighted blend of widely quoted market indexes or
another investment fund. There are various important differences that may exist between the mutual fund and the
stated indexes 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 indexes or investment fund. Indexes are unmanaged and their returns do not include any sales charges
or fees. It is not possible to invest directly in market indexes.
©2020 Morningstar Research Inc. All Rights Reserved. The information contained herein: (1) is proprietary to
Morningstar and/or its content providers; (2) may not be copied or distributed; and (3) is not warranted to be
accurate, complete or timely. Neither Morningstar nor its content providers are responsible for any damages or losses
arising from any use of this information. Past performance is no guarantee of future results.
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Global Asset Management are sub-advised by CI Global Investments Inc., a firm registered with the U.S. Securities
and Exchange Commission and an affiliate of CI Investments Inc.
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