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Over the past month, there was a growing narrative that the U.S. Federal Reserve (the “Fed”) might provide
“insurance” cuts on interest rates, which would be bullish for both rate and stock markets. While central banks
aren’t contemplating pulling back on their pivot to a cautious and patient stance on changing interest rates,
they did throw some cold water on the developing dovish exuberance in markets regarding prospects for
economic growth.
Market participants were focused on speeches by prominent members of the Fed’s Federal Open Market
Committee (FOMC) that highlighted the worrying dynamics of chronically low inflation and reminisced about
past examples when the FOMC cut interest rates in reaction to heightened risks and uncertainty during a
tightening cycle. What was unknown was whether the signalling from these members aligned with the thinking
of Fed Chairman Jerome Powell. For clarification, markets awaited Powell’s prepared remarks for the news
conference at the May 1 meeting of the FOMC. Disappointingly for the bulls, Powell’s message was one of
balance, at least relative to the market’s expectations. He pointed to “some transitory factors” holding down
core inflation and noted the moderation of risks related to trade, overseas growth and financial conditions.
This is not the language investors would expect if Powell wanted to affirm the insurance-cut messaging. If there
was any doubt, during the Q&A that followed his remarks, Powell stated “we don’t see a strong case for moving
in either direction.”
This was followed by a Bank of England meeting where Governor Mark Carney warned that if there was a
smooth “resolution around Brexit, … it will require interest rate increases over that period, and it will require
more, and more frequent, interest rate increases than the market currently expects.”
These collective comments forced markets to reassess market conditions, with both stocks and bonds pulling
back. Our view is that we are in an environment of muted but stable inflation, mixed growth dynamics and with
central banks that aren’t looking to be pre-emptive about monetary policy but will continue to have a dovish
tilt.
At the end of March, we believed rate markets were overbought and vulnerable to better growth
developments overseas. We opportunistically reduced the Fund’s duration at the beginning of the month to 56 years and added duration back on weakness to get to a duration range of 6-7 years. We continue to expect
range-bound price action, with trade and growth developments dictating the direction of travel within the
range. Our expected duration range is 6-8 years. However, we will be watching our indicators closely with a
bias toward increasing duration aggressively if we feel the FOMC is moving closer to an interest rate cut.

Fund Positioning
Overall duration: Near benchmark
Cross-currency: Modestly overweight the U.S. vs Canada
Maturity: Overweight 10-year bonds vs front-end and 30-year bonds

Key Active Transactions and Hedges
The CI First Asset Enhanced Government Bond ETF (the “Fund”) reduced the duration at the beginning of the
month and increased it throughout the month.

Portfolio Characteristics
Current Yield*
Average Duration

2.30%
6.33 years

Source: Marret Asset Management Inc. as at April 30, 2019
*Current Yield represents the gross yield on FGO’s underlying portfolio of securities. It is not the yield or distribution
that investors will receive by virtue of an investment in the fund.

Maturity Breakdown
Years to Maturity
0 to 3
3 to 5
5 to 10
Over 10

Government Bonds
18.5%
13.9%
23.0%
25.5%

Corporate Bonds
5.7%
0.1%
0.0%
0.0%

Source: Marret Asset Management Inc. as at April 30, 2019

Asset Class Breakdown
Accrued Interest, 0.60%

Cash & Equivalents,
12.80%
High Yield Debt, 4.00%
Investment Grade Debt,
1.90%

Government Debt,
80.80%

Source: Marret Asset Management Inc. as at April 30, 2019

IMPORTANT DISCLAIMERS
This communication is intended for informational purposes only and is not, and should not be construed as,
investment and/or tax advice to any individual. Particular investments and/or trading strategies should be evaluated
relative to each individual’s circumstances. Individuals should seek the advice of professionals, as appropriate,
regarding any particular investment.
Commissions, management fees and expenses all may be associated with investments in exchange traded funds
(ETFs). Please read the prospectus before investing. Exchange traded funds are not guaranteed, their values
change frequently and past performance may not be repeated. You will usually pay brokerage fees to your dealer
if you purchase or sell units of the Fund on the Toronto Stock Exchange (“TSX”). If the units are purchased or sold
on the TSX, investors may pay more than the current net asset value when buying units of the Fund and may
receive less than the current net asset value when selling them. The Fund must prepare disclosure documents
that contain key information about the Fund.
The opinions contained in this document are solely those of the Portfolio Manager, Marret Asset Management Inc.,
at the indicated date of the information and are subject to change without notice. Some of the statements contained
in this document may be considered forward looking statements which provide current expectations or forecasts of
future events. Such forward-looking statements reflect the Portfolio Manager’s current expectations or forecasts of
future events and are based on information currently available to the Portfolio Manager. Such forward looking
statements are not guarantees of future performance or events and involve risks and uncertainties. Actual results
may differ materially from those described in such forward-looking statements as a result of various factors. These
factors include, but are not limited to, general economic, political and market factors globally, interest and foreign
exchange rates, global equity and capital markets, business competition, technological changes, changes in laws and
regulations, judicial or regulatory judgments, legal proceedings and catastrophic events. First Asset and the Portfolio
Manager do not undertake any obligation to publicly update or revise any forward-looking statements whether as a
result of new information, future events or otherwise, except as expressly required by law. This document includes
information that has been obtained from third party sources. Although the Portfolio Manager believes that these
independent sources are generally reliable, the accuracy and completeness of such information is not guaranteed
and has not been independently verified. The Portfolio Manager and First Asset assume no responsibility for any
losses or damages, whether direct or indirect, which arise from the use of this third-party information and expressly
disclaims liability for any errors or omissions in this information. The Fund is advised by Marret Asset Management
Inc. and managed by First Asset Investment Management Inc. (“First Asset”), a subsidiary of CI Financial Corp., which
is listed on the Toronto Stock Exchange under the symbol “CIX”. ™First Asset and its logo are trademarks of a
subsidiary of CI Financial Corp. CI Financial is a registered trademark of CI Investment Inc., used under license. Marret
Asset Management Inc is a subsidiary of CI Financial Corp and an affiliate of First Asset.
®CI Investments and the CI Investments design are registered trademarks of CI Investments Inc.
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