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Market Overview
•

Risk markets rallied significantly during the second quarter of 2020, despite one of the
deepest economic contractions in modern history. Unprecedented policy response was
successful in restoring market confidence, as many governments and central banks swiftly
enacted massive fiscal and monetary policy measures in response to the COVID-19 pandemic.

•

The S&P 500 Index posted its highest quarterly return in over two decades, up over 20%.
Credit markets were stronger as well, as the U.S. Federal Reserve expanded its asset purchase
program to include high-grade corporate bonds, ETFs and even some areas of high-yield
credit. This led to a surge of inflows into corporate credit funds, despite rising defaults.

•

The increased liquidity was met with increased corporate bond issuance; companies took
advantage of favourable market conditions to shore up liquidity in the face of extreme
uncertainty. June was the largest monthly supply of high-yield bonds on record. High-yield
spreads rallied to just under 650 basis points (bps), more than 220 bps lower than where they
began the quarter, while yields closed at 6.85%.

•

The dramatic decline in yields came as investors grew more confident the economy was
repairing itself quicker than feared, as many regions moved from lockdown to reopening.
Despite this widespread optimism, risk markets faded from their highs earlier in June when
some U.S. states began registering large increases of new cases.

•

Nonetheless, the continued belief in a variety of healthcare solutions, including progress with
prospective vaccines, and the abundant liquidity provided by central banks still seem to be
driving markets for the time being.

Performance Summary
•

The Marret Short Duration High Yield Fund (the Fund) returned 3.8% for the quarter
underperforming its benchmark, the ICE BofAML 1-5 Year BB Cash Pay High Yield Total Return
Index, which returned 8.4%.

Contributors to Performance
•

The Fund benefitted from strong credit markets during the period, as it started the quarter
with an increased exposure to credit risk.

•

The main contribution to performance came from holdings in the Energy sector, even though
the portfolio’s weight to the sector did not exceed 6.5% during the period.

Portfolio Activity
•

While the Fund’s duration and corporate credit exposures are roughly in line with where they
started, the Fund was quite active over the quarter.

•

As credit spreads tightened, the Fund generally reduced its exposure to credit risk until early
June. When supply increased in the high-yield market and spreads widened, the Fund
redeployed some capital.

•

One area where the Fund focused was on very short-dated corporate bonds of companies
that have raised money to call their existing debt. These bonds offer yield pick-up compared
to near-zero cash alternatives and very low volatility. The Fund’s yield-to-worst has fallen
along with the overall yield in credit markets as they have rallied.

Outlook
•

A significant amount of uncertainty remains for both the economy and the evolution of the
virus. We are closely watching for any growing stress on hospitalization rates to assess
whether any further broad-based economic lockdown may be required. We are also closely

watching for positive developments in a wide variety of healthcare treatment solutions,
which, if successful, may provide a path to economic normalization.
•

Additional uncertainties include the future path of fiscal support, the upcoming U.S.
election, and behavior changes of consumers, businesses, and investors as we re-open. With
uncertainty running this high, one certainty is that central banks have committed to an
endless amount of policy support. We expect this to remain the case until economic health is
restored.

•

As a result, we continue to view credit spreads, which remain above average, as attractive
despite these mounting risks. Nonetheless, we maintain our bias towards quality for the core
of the portfolio as we assess the impact to the real economy and our companies. However,
we are prepared to act tactically and add opportunities across the credit spectrum when they
arise. As always, we look to be balanced and prudent in our approach.

Source: Bloomberg Finance L.P. and Marret Asset Management Inc.
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.
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.
This document is provided as a general source of information and should not be considered personal, legal,
accounting, tax or investment advice, or construed as an endorsement or recommendation of any entity or security
discussed. 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.
The opinions expressed in the communication are solely those of the author and are not to be used or construed as
investment advice or as an endorsement or recommendation of any entity or security discussed.
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.
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.
Marret Asset Management Inc., is a majority owned subsidiary of CI Financial Corp. and an affiliate of CI Investments
Inc.
CI Investments® and the CI Investments design are registered trademarks of CI Investments Inc. “Trusted Partner in
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