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PERFORMANCE SUMMARY
▪

In the first quarter of 2021, Signature Preferred Share Fund, Series F (the Fund) returned 10.1% compared with the S&P/TSX
Preferred Share Total Return Index, which returned 8.8%.

▪

Security selection within the rate-reset preferred share segment was the largest contributor to performance.

▪

The Fund outperformed the benchmark as a result of its exposure to preferred shares, which outperformed amid rising interest
rates. Additionally, strong investor demand and shrinking supply also gave preferred shares a boost. The Canadian preferred
share market moved higher along with global riskier assets.

CONTRIBUTORS TO PERFORMANCE
The largest individual contributor to the Fund’s performance was Brookfield Canada Office Properties Series P rate-reset preferred
shares. Brookfield Asset Management Inc. announced a bid to take over Brookfield Property Partners L.P., the parent company of
Brookfield Office, which reassured investors in the office property market. Brookfield Office’s Series E and R were also in the top five
contributors to the Fund’s performance. BCE Inc. Series C rate resets were another notable contributor to the Fund’s performance.
The holding started the year with an attractive current yield of 6.90%. As investors searched for yield, this and other BCE preferred
shares outperformed the boarder market.

DETRACTORS FROM PERFORMANCE
The largest detractor from the Fund’s performance was Citigroup Capital XIII, Series N U.S.-dollar floating-rate preferred shares. The
price declined in mid-February amid rumours of a large seller but only slightly more trading than normal occurred. In mid-March,
another company with a comparable security considered redeeming its preferred share. As the holding was trading at US$27.25, an
at-par redemption would have resulted in loss of 8.25%. So far, neither company has redeemed their security, and the preferred shares
recovered somewhat. The Fund’s position in Sempra Energy Inc. Series A convertible preferred shares also detracted from
performance. It underperformed as U.S. utilities shares declined as investors shifted away from more stable sectors into more
economically sensitive ones as interest rates rose. This preferred share holding was converted into common shares in mid-January just
as the shares were falling.

PORTFOLIO ACTIVITY
We increased the Fund’s weighting in rate-reset preferred shares by 3% to take advantage of potentially higher returns in the future
as interest rates rise and with significantly lower bank and insurance sector shares outstanding. Purchases were made targeting
preferred shares that were at a discount and with reset dates many years in the future. This allocation was funded largely through
perpetual shares.

MARKET OVERVIEW
Global risk assets had a good start to the year, including Canadian preferred shares. The COVID-19 vaccine rollout brought the opening
of the economy closer as the pandemic continued in much of the world. Additionally, passing of the US$1.9 trillion stimulus package
in the United States should provide a boost to the global economy, especially coming so quickly on the back of the US$900 billion
package passed in December.
Unemployment remained high but continued to improve to 6.2% in the United States and 8.2% in Canada. Central banks reiterated
their accommodative stance and commitment to keeping short-term interest rates low until the economy is on sound footing and
inflation picks up. The U.S. Federal Reserve’s (Fed) chair indicated that higher interest rates are a reflection of the market’s positive
view of future growth and not a concern for the Fed. U.S. investment-grade bond spreads tightened to 97 basis points while U.S. highyield bond spreads tightened to 366 basis points. U.S. equities, as measured by the S&P 500 Index, rose 5.77% and the West Texas
Intermediate oil price rose 21.9% to close at US$59.16 per barrel over the quarter.
Canadian preferred shares saw strong performance partly as a result of continued redemption of bank preferred shares along with
the issuance from two insurance companies of limited recourse capital notes (LRCN). Insurance companies are expected to use more
LRCNs or hybrid bonds than preferred shares in the future, thus further reducing the preferred share market. In addition, corporations
are using hybrid bonds to lower financing costs and remove high-cost preferred shares. In all, $2.27 billion in preferred shares were
announced for redemption during the quarter, up from $1.4 billion in the fourth quarter of 2020.
Canadian five-year government interest rates rose sharply, more than doubling during the quarter to 1.00% from 0.39% on the back
of improving economic conditions and an expected re-opening of the economy. The floating-rate structure was the best-performing
segment on the expectation of higher short-term rates sooner than previously expected. The overall index current yield dropped from
over 5.24% at the end of 2020 to 4.90% because of the rebound in prices across all structures.
Investor sentiment among institutional and retail investors was good given the rising interest rate environment and supply and demand
dynamics. Preferred share exchange-trade fund flows turned positive in March after outflows in January and February.
We believe the Canadian preferred share market is still attractively priced with a current yield of 4.90%, even after the strong
performance of the past nine months. Although we are expecting more moderate returns and increases in interest rates, demand for
preferred shares will remain strong given expectations of significant shrinking supply over the next few years and as investors search
for yield amid low short-term interest rates.
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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.
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 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. There are various important differences that may exist between the
Mutual Fund and the stated indexes 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. Indexes are unmanaged and their returns do not include
any sales charges or fees. It is not possible to invest directly in market indexes.
Certain statements contained in this communication are based in whole or in part on information provided by third parties and CI Global Asset
Management has taken reasonable steps to ensure their accuracy. Market conditions may change which may impact the information contained in this
document.
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 Global Asset
Management. and the portfolio manager believe to be reasonable assumptions, neither CI Global Asset Management 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.
CI Global Asset Management is a registered business name of CI Investments Inc.
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