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Class F returns (in %) as at 
September 30, 2020 

Year-to-
date 

1 year 3 year 5 year 
Since inception 

(2018-10-29) 

CI Global Unconstrained Bond 
Private Pool 

0.3 1.2 N/A N/A 2.8 

 
Source: Signature Global Asset Management, as at September 30, 2020. 

 
Performance Summary 
 

• Over the quarter ended September 30, 2020, Class F of CI Global Unconstrained Bond Private 
Pool (the Fund) returned 4.3%, outperforming its benchmark, the Canadian Government 
Bond 3 Month Bill + 150 basis points, which was up 0.4% over the same period. 

 

• The Fund’s outperformance during the quarter was mostly due to the strong performance of 
the credit spreads in the Fund’s portfolio, particularly high-yield corporate bonds. 

 
Contributors to Performance 
 

• Exposure to a wide variety of credit spreads (high-yield bonds, investment-grade corporate 
bonds, U.S.-dollar-denominated emerging-market sovereign bonds and preferred shares) 
contributed positively to the Fund’s performance during the quarter. Positive global risk 
sentiment was sustained during the quarter as economic activity rebounded on the back of 
continued reopening of economies alongside strong fiscal stimulus from governments. 
Meanwhile, ample liquidity provided by central banks encouraged investors to remain 
engaged in credit and risky assets. 

 

• Preferred shares were the highest returning asset class in the Fund’s portfolio. Strong returns 
from the preferred shares market was driven by the announcement from the Royal Bank of 
Canada in mid-July 2020 that it was introducing a new additional tier-1 (AT1) bond. As the 
AT1 bond pays tax-deductible interest, it is much cheaper for banks to issue. Under current 



 

Office of the Superintendent of Financial Institutions guidelines, the outstanding bank 
preferred shares are likely to shrink by over $12 billion, representing 19% of the preferred 
shares market. 

 
Detractors from Performance 
 

• An allocation to U.S.-dollar-denominated bonds, net of currency hedges, modestly detracted 
from both the Fund’s performance during the quarter. Risk-on sentiment helped the 
Canadian dollar outperform safe-haven currencies such as the U.S. dollar. 

 

• The largest single detractor from the fund’s performance during the quarter was the Fund’s 
holding in Global Aircraft Leasing Co., Ltd. (6.5% bond due September 15, 2024), which has 
been adversely affected by the COVID-19 global pandemic and dramatically reduced air 
passenger traffic, raising concerns of airline solvency. Global Aircraft Leasing is a holding 
company for a 70% stake in Avolon Holdings Ltd., an aircraft lessor. Airlines are the main 
customers of Avolon Holdings. While it is yet unclear how long-lived the crisis in air passenger 
traffic will be, over the longer term we expect air passenger traffic will recover, and the 
underlying lease collateral (i.e., airplanes) will be integral to that recovery. Global Aircraft 
Leasing underperformed during the quarter, reversing gains made during a premature 
recovery in the second quarter of 2020. 

 
Portfolio Activity 
 

• As credit spreads continued to grind tighter during the third quarter of 2020, we took profits 
on some of the Fund’s exposures to corporate bonds, particularly high-yield corporate bonds. 

 

• We also took profits on the Fund’s positions in U.S. Treasury inflation-protected securities as 
inflation expectations had risen to around pre-pandemic levels. 

 

• We participated in the inaugural Royal Bank of Canada AT1 bond deal and subsequent issues 
from other banks that yield in the area of 4.40%. 

 
Outlook 
 

• Global economic growth rebounded in the third quarter of 2020 as economies reopened and 
activity levels continued to normalize. Aggressive fiscal and monetary policy responses 



 

proved effective in preventing worse outcomes, but accommodative policies by governments 
and central banks must remain in place. 

 

• From a monetary policy perspective, this translates into policy interest rates of central banks 
being near zero for the foreseeable future. Furthermore, the formal adoption by the U.S. 
Federal Reserve Board (the Fed) of a flexible average inflation targeting framework allows the 
Fed flexibility to keep its federal funds rate near zero even if inflation climbs “moderately 
above” 2% for some time. 

 

• Easy monetary conditions alone will not be enough to sustain the economic recovery. More 
fiscal stimulus will be needed. Central banks, including the Fed and the Bank of Canada, stand 
ready to finance structurally higher government deficits. In this context, low interest rates 
become a necessity to ease debt servicing costs and reduce debt sustainability concerns. 

 

• Fiscal policy, however, is subject to political dynamics, with the upcoming U.S. elections being 
a prime example. Investors in the U.S. market await an outcome to the next round of fiscal 
stimulus talks in that country as their cue on whether to continue buying credit at the recent 
pace. A successful outcome of the U.S. elections should see corporate spreads, both in the 
U.S. and Canada, take another leg tighter. 

 

• Given uncertainty surrounding the U.S. elections and the uptick in COVID-19 cases worldwide, 
we don’t expect the path to additional stimulus to be a smooth one. However, we remain 
optimistic that some form of stimulus will eventually ensue and a viable vaccine or treatment 
for the COVID-19 disease becomes a reality. 

 
Sources: Bloomberg L.P. and Signature Global Asset Management, as at September 30, 2020. 

 
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 commentary is published by CI Investments Inc. 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 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 author and/or a member of their immediate family may hold specific holdings/securities discussed in this 

document. Any opinion or information provided are solely those of the author and does not constitute investment 

advice or an endorsement or recommendation of any entity or security discussed or provided by CI Investments Inc. 

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. 

CI Investments and the CI Investments design, Trusted Partner in Wealth, CI Private Pools are registered and 

unregistered trademarks of CI Investments Inc., its subsidiaries or affiliated entities. All other marks are the property 

of their respective owners. 
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