
Global macro outlook 

Central banks reaffirmed their cautious stance, as risk markets flirt with throwing caution to the wind. The prospect of 
global growth slowing below potential and the limited ability to ease, has policy-makers projecting a willingness to ease, if 
need be. Meanwhile, investors are optimistic that China’s slowdown is being adequately addressed by authorities and that 
the headwind of hawkish central banks is a distant memory. Investors’ thesis is discount rates are stable, global growth is 
stabilizing and risk premiums are elevated. Therefore, buy. Buy bonds, buy stocks, buy gold, buy credit.

But wait. Are we mid-cycle, i.e., is growth stabilizing and policy accommodative? Rates in the U.S. are at neutral. Economic 
data has been foggy. Manufacturing activity has continued to disappoint already depressed expectations, but Chinese 
credit growth was encouraging (however, the details much less so). Rather than falling back to mid-cycle, we believe we 
are approaching an important juncture that is more unstable than market pricing conveys. Either growth stabilizes near 
potential, justifying a neutral monetary policy stance or we transition to the recession phase of the cycle and easing is 
required. Not exactly symmetric.

What are we monitoring to identify the likely path? The mechanism to transition from late-cycle to recession often includes 
two related channels: the confidence channel and the credit channel. If a slowdown is sharp or persistent enough to change 
the sentiment of consumers, businesses, or credit providers, spending slows enough for the economy to enter a feedback 
loop of lower spending, lower incomes, lower confidence, repeat. We are tracking factors that affect three subcategories of 
the confidence and credit channels: the impact of U.S.-China/U.K.-European Union (EU) trade developments on business 
confidence; European bank health, with a focus on how the European Central Bank and Eurogroup navigate policy as we 
approach the EU elections; and corporate lending, specifically investment grade and high yield spreads. 

In the current environment, if the balance of these channels takes a turn for the worse, we will position for the recession 
phase. However, while inflation is still muted, and the channels are not “on”, rates will likely be range-bound. Our intentions 
are unchanged, we expect to be closer to benchmark duration, near 2.85%-2.95% on U.S. 10-year rates, and have lower 
duration as rates approach 2.50%. We have increased duration but remain below benchmark.

Fund Positioning

Overall duration: Underweight
Cross-currency: Modestly overweight the U.S. vs Canada
Maturity: Overweight 10-yr vs front-end and 30-yr

Key Transactions 

- 	Increased duration, primarily with Government of Canada 10-yr bonds.
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Cash & Equivalents, 26.30%

High Yield Debt, 3.70%

Investment Grade Debt, 1.20%

Government Debt, 68.50%

Accrued Interest, 0.30%

Portfolio Characteristics	

Asset Class Breakdown

Maturity Breakdown

Years to Maturity Government 
Bonds

Corporate  
Bonds

0 to 3 24.10% 94.50%

3 to 5 8.90% 5.50%

5 to 10 49.40% 0.00%

Over 10 17.50% 0.00%

Current Yield* 2.26%

Average Duration 4.89

Source: Marret Asset Management Inc. as at February 28, 2019

Source: Marret Asset Management Inc. as at February 28, 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 ETF.

Source: Marret Asset Management Inc. as at February 28, 2019



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.

1 (877) 642-1289 | www.firstasset.com | info@firstasset.com
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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. Please read the 
prospectus before investing. Exchange traded funds are not guaranteed, their values change frequently and past performance may 
not be repeated. The indicated rates of return of the Fund are the historical annual compounded total returns, including changes 
in unit value and do not take into account sales, redemption or optional charges or income taxes payable by a security holder 
that would have reduced returns. Performance is calculated net of fees. 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. There are ongoing fees and expenses associated with owning units of the Fund. The Fund must prepare 
disclosure documents that contain key information about the Fund. You can find more detailed information about the Fund in these 
documents.

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 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. Published on March 11, 2019.
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