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Performance Summary 
 

• In the first quarter of 2019, Class F of Signature Floating Rate Income Pool (the “Fund”) 
returned 2.9% compared with a 1.7% return for the Fund’s benchmark, the S&P/LSTA 
Leveraged Loan Index. 

 

• High exposures in gaming and leisure, health care and energy services were additive to Fund 
performance. 

 

• Outside of a couple idiosyncratic holdings, our financial floating-rate hybrids broadly lagged 
the rally during the quarter in credit as many of these instruments exhibited higher sensitivity 
to the flattening in forward expectations for short-term interest rates. 

 
Contributors to Performance 
 

• The first lien term loan of Lannett Co., Inc., the generic pharmaceutical products company, 
has benefited from recent better-than-expected results due to strong execution of new 
product launches, largely offsetting a lost contract. The company had also been buying back 
its debt below par in open market purchases. 

 

• The first and second lien term loans of Livingston International Inc., the customs brokerage 
and trade services firm, gained after Platinum Equity, LLC signed a definitive agreement to 
acquire the company from CPP Investment Board and Sterling Partners. 

 
Detractors from Performance 
 

• The first lien term loan of J. Crew Group, Inc. was a detractor from the Fund’s performance 
as Standard & Poor’s downgraded the debt on weak operating performance trends. 

 

• The first and second lien term loans of SkillSoft Corp., the provider of corporate cloud-based 
learning content, were softer on concerns its business turnaround plans have been slow in 
helping address a heavy leverage profile. 

 
 



 

 
Portfolio Activity 
 

• During the quarter, we added the first lien term loans of AMC Entertainment Holdings Inc., 
the theatre company with global operations in a sector where scale is important. We also 
added the new Power Solutions first lien term loans supporting the automotive battery 
company’s recent leveraged buyout by Brookfield Business Partners and the Caisse de dépôt 
et placement du Québec. And another notable addition are the CommScope Inc. first lien 
term loans issued by The Carlyle Group-owned telecom network equipment maker to help 
fund its acquisition of ARRIS International plc. 

 

• We were redeemed out of our holding in Getty Images, Inc. as the Getty family reacquired a 
majority stake from The Carlyle Group, leading to a full recapitalization. We sold out of first 
and second lien holdings of DigiCert Inc., the Thoma Bravo-owned software company, on a 
reduction in pricing on the debt that we didn’t feel was warranted given the operating profile 
of the company. We were also redeemed out of the bonds of the gaming company Studio 
City International Holdings Ltd. as our short-duration call thesis played out. 
 

• During the quarter, we increased slightly our allocation to loans as we saw numerous areas 
of relative value, and the primary markets became a bit more rational.    

 
Outlook 
 

• We have moved our outlook from neutral to neutral-to-cautious on leveraged loans and 
floating-rate assets. 

 

• The second half of 2018 saw a significant increase in loans rated single-B and loan-only capital 
structures, and a significant boost of acquisition-related finance, all feeding the demand for 
floating-rate assets. Many of these deals have come with significantly weaker creditor 
protections. 
 

• We favoured sitting on the sidelines for much of this, and the loan weight drifted down below 
50% of the portfolio as we became more selective. 

 

• The dovish pivot by the U.S. Federal Reserve (the “Fed”) benefited all credit classes this 
quarter, and total returns have been solid across the board on a year-to-date basis. 



 

Remarkably, approximately half of the returns for the quarter in the senior loan market came 
within the first trading week of January. 
 

• Year-to-date loan returns have largely offset the downdraught from the end of last year, 
although the lower rated part of the market continues to lag, and as of the end of February 
only about 10% of the market traded above par. This highlights that loan fund and 
collateralized loan obligation (CLO) managers don’t have to stretch too far at this point for 
ideas to help generate over-collateralization in their portfolios. More tempered demand from 
loan investors and slower CLO creation has brought a bit more discipline in both pricing and 
terms, and we believe this will continue in the short to mid-term and should benefit newer 
cohorts of loan deals. 

 

• The CLO market, which represents approximately 60% of loan demand, has indeed been 
slower to get going, which is seasonally typical in January, but it has also been held back by 
fears of sweeping changes by the Japanese financial regulator that could have structurally 
changed the demand from Japanese banks and insurance companies, which comprises a large 
part of the demand for the senior most tranches in these securitized pools of senior loans. 
The expected regulatory package was meaningfully softened, but still includes more 
strenuous due-diligence procedures requiring these CLO investors to verify underwriting 
standards, and we believe this may subsequently help foster a bit more rationality in the loan 
market, as it may help weed out some of the smaller CLO managers and, technically, lead to 
a healthier end-demand environment. 

 

• CLO managers have collateral quality maintenance tests that govern, for instance, how much 
debt rated CCC they can hold, and they also manage to a weighted average rating factor test. 
If their CCC bucket is full, it does not mean CLO managers are forced to reduce the CCC 
exposure immediately, but to rebalance their weighted average rating they may choose to 
buy higher-rated BB paper, to the detriment of single-B and B- loans that mangers may avoid 
given their proximity to debt rated CCC, and more marginal weighted average rating benefits. 
We believe this is leading to a bifurcation in performance between higher-rated and lower-
rated loans, and that the outperformance of higher-quality loans over lower-quality loans will 
continue. As a result, we will seek to capitalize on opportunities to improve the quality of our 
loan holdings at below-par levels. 

 

• This being said, we adjusted our overall outlook for the asset class to neutral-to-cautious as 
we believe loans have priced in a reasonable amount of the change in growth expectations 
and the slowing of the Fed’s tightening cycle. A more synchronized global central bank 



 

environment could stabilize the growth picture, and a Fed on pause could continue to 
stabilize short-term rates. (The three-month LIBOR has basically been flat for the month of 
March.) This should broadly be supportive of credit, including floating-rate loans, and a low 
default rate environment, and a more tempered supply demand could be a source of solid 
carry and value for the rest of the year. 

 

• As previously discussed, we continue to be cognizant of the covenant changes throughout 
large swaths of the loan universe, and we are focusing more attention on overall leverage 
and cash flow metrics, largely steering clear of loan-only capital structures with meagre or no 
debt subordination and emphasizing loans that have interest rate floors embedded to help 
hedge some of the late-cycle rate risk. 

 
 

Class F returns (in %)  
as at March 31, 2019  

Year-to-
date 

1 year 3 year 5 year 
Since 

inception 
(6/1/2017) 

Signature Floating Rate 
Income Pool 

2.9 2.4 N/A N/A 2.5 

 
 
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 indices or a weighted blend of widely quoted market indices or 

another investment fund. There are various important differences that may exist between the mutual fund and the 

stated indices 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 indices or investment fund. Indices are unmanaged and their returns do not include any sales charges or 

fees. It is not possible to invest directly in market indices. 

CI Investments and the CI Investments design are registered trademarks of CI Investments Inc. Signature Global Asset 

Management and Signature Funds are trademarks of CI Investments Inc. Signature Global Asset Management is a 

division of CI Investments Inc. 

Published April 2019. 


