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U.S. risk assets fell sharply in the final quarter of the year, erasing all previous year-to-date gains for
most asset classes. Rising interest rates, continuing U.S.-China trade tensions, and weak global
economic growth, alongside the commencement of quantitative tightening by the U.S. Federal
Reserve Board (Fed), finally tipped markets, resulting in a steep risk sell-off. 2018 managed to be
one of the worst years on record with respect to the number of asset classes registering negative
returns in U.S. dollar terms. High-yield spreads widened just over 200 basis points (bp) to
approximately 530bps, while yields rose to nearly 8%. This marked the steepest rise in spreads
since 2016 and resulted in the broad high-yield market index recording a negative 4.67% return for
the quarter (unhedged), finishing 2018 with a negative 2.26% return for the year (unhedged).
The fund’s core short duration bonds performed well in Q4 18, but the fund still posted negative
returns. The fund benefited from short duration credit selection (Reynolds and Teva
Pharmaceuticals, notably), but the fund’s performance was negatively affected by a turn lower in
the market appetite for health care (Endo International, notably). In commodities, Tapstone Energy
and Calumet Specialty Products were notable detractors to the fund’s performance. Likewise,
exposure to certain metals & mining and energy names detracted from the fund’s performance. The
fund outperformed the broader high-yield market in Q4 18 and, importantly, did so while
maintaining a substantially shorter duration profile.
Marret High Yield Bond Fund
The fund delivered negative returns in Q4 18, but outperformed the broad high-yield market. The
largest contributors to the fund’s fourth quarter performance were: Netflix, Harvest Oil and Gas,
Tesla, L Brands, and Reynolds. Conversely, exposure to certain pharmaceuticals, health care, energy,
and metals & mining names detracted from the fund’s performance. The higher level of volatility
observed in 2018 is a reminder of the late stage of this credit cycle and how sensitive the markets
are at this juncture to monetary, fiscal, and geopolitical factors. Our inclination, as before, is to
conservatively shift the fund’s exposure to sectors and credits that present favourable valuation
without adding undue risk and/or duration to the portfolio. At the same time, we are monitoring
our indicators closely for any signs of further economic deterioration.

2 Queen Street East, Twentieth Floor, Toronto, Ontario M5C 3G7 I
Head Office / Toronto
416-364-1145
1-800-268-9374

Calgary
403-205-4396
1-800-776-9027

www.ci.com

Montreal
514-875-0090
1-800-268-1602

Vancouver
604-681-3346
1-800-665-6994

Client Services
English: 1-800-563-5181
French: 1-800-668-3528

Market Commentary
Fourth Quarter 2018

Outlook
Looking forward, we believe the market has finally come to the realization that we are late in the
economic cycle. An improving U.S. economy has allowed the U.S. central bank to continue to raise
interest rates successively over the course of the year. Higher rates have started to negatively
impact interest-rate-sensitive sectors such as housing and autos, while trade tensions have further
stifled global growth. Strong employment, improving wages, and higher consumer confidence have
all given the Fed comfort to continue raising rates; however, the market is now beginning to
question whether all this tightening in aggregate may eventually be too much. Rising credit spreads
have also effectively led to tightening credit conditions.
December marked the first month in nearly a decade that the high yield market was unable to
underwrite any new issuance. The Fed, led by Chairman Jerome Powell, has finally taken notice.
After initially brushing off the impact of the capital markets decline in an earlier press conference,
the Fed undertook an unscheduled interview in late December to soften its stance on future rate
hikes and to provide a more dovish tone. This did eventually stabilize the markets, which have
subsequently rallied in the first few days of 2019. Nevertheless, we continue to remain cautious and
retain our defensive bias for the time being, as we monitor our indicators to assess the impact on
the real economy from all recent developments.
Class F Returns (in %)
as at December 31, 2018

Year-todate

1 year

3 year

5 year

Marret Short Duration High Yield Fund
Marret High Yield Bond Fund

1.6
-0.3

1.6
-0.3

3.1
4.5

N/A
N/A

Since
inception
(2/14/2014)
2.4
2.2

IMPORTANT DISCLOSURES
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 compound total returns
net of fees (except for figures of one year or less, which are simple total returns) including changes in security value and
reinvestment of all 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. Investment 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
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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. However, CI Investments Inc. and its affiliates
and related entities cannot guarantee its accuracy or completeness and accepts no responsibility for any loss arising from
any use or reliance on the information contained herein. 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.
CI Investments Inc.(“CI”) is the portfolio manager to the Marret Short Duration High Yield Fund and Marret High Yield
Bond Fund and Marret Asset Management Inc. is the portfolio sub-adviser to the fund. CI is responsible for the investment
advice provided by the portfolio sub-advisers.
Marret Asset Management Inc. is a partly owned subsidiary of CI Financial Corp.
®CI Investments and the CI Investments design are registered trademarks of CI Investments Inc.
Published January 25, 2019.
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