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Market Overview
•

Investment grade corporate bonds had a strong quarter as credit spreads tightened and
interest rates remained stable as the COVID-19 pandemic continued to spread around
the world. This, of course after the disastrous first quarter of 2020. Global risky assets
did very well on the back of huge monetary easing from central banks as well as fiscal
spending programs to support consumers and businesses throughout the lockdowns.
U.S. investment grade spreads tightened 145 basis points (bps), U.S. high yield tightened
233 bps, the S&P 500 Index jumped 17.2%, and oil (West Texas Intermediate)
rebounded 92% to close at $39.27 per barrel, over the quarter.

•

U.S. investment grade corporate spreads had a substantial tightening of 145 bps to 160
bps in the second quarter as a result of the positive slowing of COVID-19 cases and
subsequent steps to open the European and North American economies. Investors have
embraced the idea that the worst of the COVID-19 lockdown is behind the Asian and
Western economies. All risky assets have benefited while the U.S. dollar has suffered as
the bullish tone has swept the markets. The U.S. Federal Reserve’s and Bank of Canada’s
corporate bond buying programs have begun, which helps provide a liquidity back stop
for the market.

•

Credit fundamentals will have weakened materially during the second quarter as all but
a few companies will have much lower earnings. At the same time, companies have
rushed to shore up their liquidity by drawing on lines of credit and/or issuing bonds.
There has been a large amount of investment grade bonds downgraded to high yield in
Q2 but it appears the rating agencies are going to be patient with a number of issuers if
they have flexibility to monetize assets and paydown debt in the future.

Performance Summary
•

During the second quarter, Sentry Global Investment Grade Private Pool Class F (the
Fund) returned 7.9% due to a significant tightening of corporate bond spreads and
steady interest rates. The Fund’s benchmark, the ICE BofAML Global Corporate Market
Index (85% Hedged) returned 7.3% for the same period.

Contributors to Performance
•

The main contributor to performance for the quarter was the Fund’s asset allocation
move at the beginning of April to increase the weight of investment grade corporate
bonds from 70% to as high as 85% during the quarter before ending at 80%. As well, the
maturity of the additional corporate bonds were added at the long end of the curve
which provided for the highest total return.

•

The largest contributing bonds for the Fund were all in the energy sector (Enbridge Inc.
6.25% and TransCanada Trust 5.5% hybrids and Energy Transfer Operating L.P. 5.0%
2050) as the market for risk assets bounced back. The energy sector rebounded on the
OPEC+ group agreement to curtail production and end their price war.

Detractors from Performance
•

The main detractor to performance was the Fund’s allocation to government bonds as
interest rates rose slightly during the quarter.

Portfolio Activity
•

Over the quarter, the asset mix was very active. The corporate bond weight was
increased from 70% to 80%. As well, the preferred share weight was increased to 3.3%
from 1.9%. These moves were due to expected strong returns in the U.S. corporate
bond market. As the quarter progressed, the credit duration was lowered as best
returns were behind us and invested in the front end of the curve and in high yield
bonds and preferred shares for their yield.

•

The Fund’s currency hedge on U.S. assets was dropped to 70% from 80% at the
beginning of the month as we felt the Canadian economy would take longer to rebound
than the U.S. economy.

Outlook
•

We are positive on corporate bonds on a strategic basis but are more tempered in our
outlook as spreads are expected to grind tighter into year-end. Interest rates are going
to be low for a long time at the front end of the curve so corporate bonds represent a
very good way to add incremental yield. Credit quality will have weakened significantly
as the economy enters this recession. Nor will the market for risky assets move in only
one direction, so we expect setbacks along the way. However, central banks are
extremely accommodative and supportive toward investment grade companies, so we
are confident with our high weight of corporate bonds in the Fund and the overall
outlook for corporate bonds.

Source: Bloomberg Finance L.P., Morningstar Research Inc. 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 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 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.
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.
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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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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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