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Global Macro Outlook
March was packed full of dovish surprises, even surpassing the market’s already dovish expectations. This backdrop kept
rates strongly bid throughout the month. The first of these surprises started with the European Central Bank (ECB) meeting,
when ECB President Mario Draghi announced the launch of a new bank lending operation (TLTRO III) and, even after
publishing significant cuts to the ECB staff’s economic projections, kept the language that “risks remain tilted to the
downside.” Draghi, himself, highlighted the uniqueness of retaining this phrase. Not to be outdone, the U.S. Federal
Reserve (the “Fed”) followed up with its own meeting that was ripe with dovish announcements and projections. The
dot plot, which denotes their projections for future interest rates in subsequent years and in the longer run, was revised
substantially lower, essentially showing no further interest rate hikes this year, while U.S. economic growth projections
were revised lower. Importantly, the Fed’s balance sheet run-off was also announced to end by this upcoming September,
earlier than some U.S. Federal Open Market Committee members had suggested in speeches and interviews leading up
to the meeting. The crescendo was a very weak German manufacturing Purchasing Managers’ Index print that had rate
markets break through 2.50% on 10-year U.S. Treasuries, while 10-year German Bunds dove toward -0.10%. This caused
traders and hedgers alike to cover short exposures, at the same time as passive investors had month- and quarter-end
rebalancing (i.e., forced buying). This dynamic left rate markets exiting March tactically overbought and vulnerable to any
sort of positive news.
The First Asset Enhanced Government Bond ETF (the “Fund”) increased duration to approximately 7.0 years in the days
after the Fed meeting; however, the Fund reduced duration back into a range of 5.0-6.0 years into month-end, as it is our
expectation that interest rates may rise in the short-term on positive economic news coming out of China or Germany.
Fund Positioning
Overall duration: Moderately underweight
Cross-currency: Modestly overweight in the U.S. vs Canada
Maturity: Overweight in 10-year vs front-end and 30-year
Key Transactions & Hedges
- Increased duration, primarily with U.S. Treasury 30-year bonds. The Fund sold 5-year Canada bonds.
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Portfolio Characteristics
Current Yield*
Average Duration

Maturity Breakdown
2.27%
5.98

Source: Marret Asset Management Inc. as at March 31, 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.
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0 to 3

26.8%

97.3%

3 to 5

5.9%

2.7%

5 to 10

40.8%

0.0%

Over 10

26.5%

0.0%

Years to Maturity

Source: Marret Asset Management Inc. as at March 31, 2019

Asset Class Breakdown

Accrued Interest, 0.40%
Cash & Equivalents, 19.20%

High Yield Debt, 3.80%
Investment Grade Debt, 2.10%

Government Debt, 74.40%

Source: Marret Asset Management Inc. as at March 31, 2019
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First Asset - Smart SolutionsTM
First Asset, a CI Financial Company, is a Canadian investment firm delivering a comprehensive suite of smart ETF solutions. Rooted in strong fundamentals, First
Asset’s smart solutions strive to deliver better risk-adjusted returns than the broad market while helping investors achieve their personal financial goals.

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
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CI Financial Corp and an affiliate of First Asset. Published on April 5, 2019.

