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Performance Summary
•

Signature Global Bond Fund Class F (the Fund) returned 0.3% over the second quarter of
2020, outperforming its benchmark, the JPM Global Government Bond Index (CAD
unhedged), which returned -2.9%.

Contributors to Performance
•

An overweight exposure to a variety of credit spreads contributed to the Fund’s total and
alpha returns. Namely, allocations to U.S.-dollar investment-grade corporate bonds, U.S.dollar emerging market sovereigns, U.S. inflation-linked bonds (TIPS), and Canadian provincial
government bonds helped performance, as spreads tightened throughout the quarter. The
U.S. Federal Reserve (the Fed), Bank of Canada, the European Central Bank and other central
banks launched bond-purchase programs, and governments provided significant stimulus
packages stabilizing markets and providing investors with confidence to re-engage risky
assets.

•

An underweight exposure to safe-haven G10 currencies (U.S. dollar, Japanese yen and euro)
relative to an overweight exposure to pro-cyclical G10 currencies (Canadian dollar, Australian
dollar, and Swedish krona) contributed to the Fund’s alpha performance, as economies began
to re-open in the second quarter and investor global risk sentiment improved.

•

An overweight duration exposure to higher-yielding rates markets (Australia, Canada, the
United States) relative to negative-yielding rates markets (Europe and Japan) also contributed
to the Fund’s total and alpha returns.

Detractors from Performance
•

The main detractor from performance was the appreciation of the Canadian dollar relative to
its safe-haven G10 peers, namely the U.S. dollar, Japanese yen and euro.

Portfolio Activity
•

The Fund’s positions in U.S.-dollar investment-grade corporate bonds, U.S.-dollar emerging
market sovereign bonds, and Canadian-dollar provincial government bonds were significantly
increased throughout the second quarter, as investor global risk sentiment rebounded
alongside the global economic recovery.

•

The Fund began to take profits on its U.S. TIPS exposure throughout the second quarter by
selling 30-year TIPS in favour of equivalent maturity U.S. government bonds.

•

Purchases of U.S. agency mortgage-backed securities (MBS) were among the Fed’s initial
monetary policy responses in March, which saw MBS spreads tighten meaningfully by the
start of the second quarter. As opportunities arose to purchase corporate bonds, the Fund’s
MBS exposure was reduced (by nearly 2%) to raise the required cash.

•

Alongside the significant increase to the Fund’s credit risk, duration exposure (interest-rate
risk) was increased to diversify the Fund’s active risk. This was accomplished by buying 10- to
30-year Canadian government and provincial bonds from cash.

Outlook
•

Although the initial fiscal and monetary responses to the global pandemic were swift, decisive
and effective, more policy support is expected in the coming months. Accommodative
policies must remain in place for the next several years to help economies close their output
gaps. If economic lockdowns will not be implemented again, even against a backdrop of a
resurgence of COVID-19 cases, it could take the U.S. and Canadian economies up to three
years to recover to 2019 GDP levels. Premature tapering of fiscal and monetary stimulus
poses a risk to economic recoveries in North America and abroad.

•

As debt levels explode higher from already elevated levels (pre-pandemic), ratings agencies
are putting governments (sovereigns and sub-sovereigns) on negative watch or downgrading
them. Fitch recently downgraded issuer ratings for the government of Canada and the
province of Alberta. The market response has been limited, as debt burdens have
deteriorated across the world and as real interest rates have collapsed to zero or negative,
globally. With monetary policy expected to remain accommodative for the next several years,
Canada, individual provinces, and individual municipalities will be able to continue funding
their debts at little to no cost despite ratings changes.

•

Energy prices have rebounded alongside supply cuts and the initial sharp demand recovery
in the late second quarter. However, looking ahead, the demand recovery is expected to
wane as the economic re-openings are accompanied by increases in COVID-19 cases in
Canada, the United States and other countries. Given the sharp contractions in capital
expenditures (30-40%) from major North American oil producers earlier this year, supply is
likely to remain on the lower end providing pricing support to the energy market and, in turn,
some relief to the commodity producing provinces.

•

As we expected, longer maturity (10- to 30-year) government bonds have maintained their
negative correlation with risky assets throughout the second quarter and this relationship is
expected to persist. However, we maintain the view that short-to-medium-term government
bonds (up to 10 years to maturity) will not be able to generate high positive returns if risky
assets fall once more. Therefore, cash, foreign currencies, commodities, and derivatives will
grow in importance as defensive asset classes. Meanwhile, U.S.-dollar emerging market
sovereign bonds and investment-grade corporate bonds will provide much-needed carry, and
we expect investor appetite to remain strong for the foreseeable future.

Sources: Bloomberg Finance L.P. and Signature Global Asset Management.
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 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.
Signature Global Asset Management is a division of CI Investments Inc. Certain funds associated with Signature
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.
CI Investments® and the CI Investments design are registered trademarks of CI Investments Inc. Signature Global
Asset Management, the Signature Global Asset Management logo and design and “Trusted Partner in Wealth TM” are
trademarks of CI Investments Inc.
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