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

Year-to-
date 

1 year 3 year 5 year 
Since 

inception 
(2017-06-01) 

Signature Floating Rate  
Income Fund -5.3 -2.2 1.5 N/A 1.2 

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

 
Performance Summary 
 
• Signature Floating Rate Income Fund Class F (the Fund) gained 6.9% during the quarter, 

outperforming its benchmark, the S&P/LSTA Leveraged Loan Index (CAD hedged), which 
gained 5.0% during the same period. 

 
• The Fund’s performance was aided by exposures to the utilities, energy services and financials 

sectors, while information technology, retail and media detracted. 
 
Contributors to Performance 
 

• The first-lien term loan from Kestrel Acquisition LLC due 2025 contributed to performance 
during the quarter. Kestrel Acquisition owns the 810 megawatt Hunterstown Generation 
Facility in Gettysburg, Pennsylvania. This combined cycle gas plant operated well during the 
first quarter, and the recent rebound in regional PJM power prices from depressed levels 
earlier this year will help position the plant to capture these economics in the near term. This 
improved outlook and strong operating levels contributed to Fund performance. 
 

• The first-lien term loan from NMIH Holdings Inc. due 2023 also helped returns, as the U.S. 
mortgage insurer’s loan had been trading at a discount on fears that increased delinquencies 
due to the economic impact from COVID-19 would have an undue impact on the loss 
exposure of the company. NMIH responded by extending its maturity profile through 
refinancing the term loan with a longer-maturity bond, in tandem with raising additional 



 

equity to further bolster its regulatory capital strength at the insurance subsidiary. The 
company moved the remaining proceeds to cash on balance sheet for liquidity purposes.  As 
a result, the discount to par quickly closed as it approached redemption.  

 
Detractors from Performance 
 

• The SkillSoft Corp. second-lien term loan due 2022 detracted during the quarter. Skillsoft is a 
global, cloud-based learning and human resources software platform. It is an established 
player in a growing market but has recently struggled with successive management changes 
and increased leverage. In early June, the company filed to reorganize its affairs in a pre-
packaged bankruptcy proceeding. We expect the business to either be sold to a prospective 
bidder or to emerge from this process in the next few months.   
 

• Delphi Financial Group Inc. floating-rate preferred shares also diminished returns during the 
period. Delphi is a U.S.-based insurance subsidiary acquired by Tokio Marine Holdings Inc., 
one of Japan’s largest property and casualty insurers, in 2012. Although the instrument has 
an attractive spread over its LIBOR base rate, the coupon had a substantial reset during the 
quarter owing to a lagged effect from the U.S. Federal Reserve’s (the Fed’s) rate cuts. These 
preferred shares remain attractive as they no longer qualify for rating agency equity credit, 
they have legacy LIBOR language that will need to be addressed and are currently callable.     

 
Portfolio Activity 
 

• During the quarter, we added the newly floating-rate Series M preferred shares from The 
Goldman Sachs Group, Inc. with a quarterly reset coupon. These preferred shares have the 
highest rate-reset spread of all the preferred shares in the bank’s capital structure, were 
trading at a significant discount to par and look attractive on a medium-term basis.   
 

• Another addition was the Nissan Canada Inc. 2.42% notes due October 2020. The Canadian 
captive finance arm for Nissan Motor Co., Ltd. was added to the Fund for its liquidity and 
higher yield. While the parent company, Nissan Motor, is facing weaker demand due to the 
COVID-19 pandemic and the ongoing strain on operations due to the deterioration of the 
Renault/Nissan Alliance, the financial services arm has maintained a disciplined approach to 
customer originations and is mainly skewed toward customers with prime credit scores, 
making it a safer way to participate in the name. 
 
 



 

• Gibson Energy Inc. 5.25% July 2024 notes were eliminated from the Fund during the period.  
Alberta-based Gibson Energy is a midstream company with a focus on liquids storage 
infrastructure.  As the bonds approached their July 15 call date, the decrease in yield rendered 
them less attractive, and they were sold to provide liquidity for more enhanced yield 
opportunities.  
 

• We also redeemed out of the Xplornet Communications Inc. term loan due 2021, as the 
company closed on its acquisition by StonePeak Infrastructure Partners out of the United 
States, and the capital structure was refinanced.      

 
Outlook 

 

• The COVID-19 virus exacted a large toll on most risk assets in the first quarter, including 
investment-grade and high-yield bonds, and leveraged loans. The Fed’s fiscal and monetary 
response has since brought risk premiums down across the board, but with outsized impacts 
in areas of more direct intervention (e.g., investment-grade credit). As a result of this 
emergency support, we have seen green shoots in economic data since May. It is yet to be 
seen if this resultant bounce in economic data is a near-term mean reversion, for example, a 
reversal in temporary furloughing within the recent jobs numbers. And it is still unclear if this 
stimulus-driven bounce subsequently stabilizes negative ratings migration across leveraged 
credit, and contains defaults. One thing is clear from previous periods of extraordinary 
stimulus: It is typically unwise to question the Fed’s resolve. That being said, we think the 
easy part of the stimulus-driven trade is likely over, and although our base case is for spreads 
to tighten a bit further, the return environment is likely to be more carry-driven than through 
capital gains from here.  
 

• In the loan market, this bias towards a carry-driven environment in the near term is driven by 
the likely persistence of dispersion in valuation within the loan universe. A large portion of 
the market is priced between $95 and $98 (comprised of fundamentally stronger credits 
where we see potential for a bit more price appreciation), and a large portion of the market 
stubbornly below $90, partly because structural collateralized loan obligation (CLO) demand 
is inhibited for the lower-rated portions of the market due to constraints within the CLO 
structure. Taken together, the bar for significant price appreciation is relatively high, 
especially with short rates remaining lower for longer. That being said, with the average price 
across the typical index right around $90 and the average coupon around 4.25%, even if prices 
are relatively range-bound, a current yield of close to 5% is still attractive, with the optionality 
of a further pull-to-par down the road. 



 

 

• With short rates close to zero, and the 10-year bond at less than 1%, government bonds 
neither provide attractive income nor much room to act as an effective diversifier within 
equity and credit portfolios. This should implore investors to tactically favour credit over 
duration in the broader market. In conjunction with cumulative money market inflows close 
to record highs (funds that likely will find their way into higher-yielding assets in due course), 
hedging costs for foreign capital at recent lows, and the Fed actively buying investment-grade 
and some parts of the high-yield market, the technical desire for U.S.-dollar credit markets 
should continue to support current valuations.   

 
Source: 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 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. 
 
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 WealthTM” are 
trademarks of CI Investments Inc. 
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