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For the week ending November 23, 2018.
Risk assets continued to trade poorly with a 10% decline in oil this week, adding to existing Brexit woes, Italian
budget worries, trade tensions and concerns about slowing economic growth. Technology stocks, which lead
this year’s equity rally, took the post position this week in leading global stock markets lower. The price action
in equities and the aggressive march lower in crude, was not a supportive combination for investment grade
corporate credit spreads. As measured by the Bloomberg Barclays Aggregate Corporate Average OAS Indices,
investment grade corporate credit spreads widened 3, 5, 6 and 7 basis points in the U.S., Canadian, European
and UK markets, respectively.
In the cash market, investment grade corporate credit spreads in the Auto, Energy and European Banking sectors
were specifically very weak. Energy names were clearly impacted by the decline in oil prices. Autos are feeling the
pain of slowing sales and European Banks had the double whammy of the potential for failed Brexit and Italian
budget deals.
Widening corporate credit spreads and poor liquidity have restricted new issuance. This week, only two new
investment grade corporate bond deals came to market in Canada, both for high quality low volatility issuers.
Details are as follows:
•
•

CU Inc. $385mm 3.95% 11/23/2048 +152 bps
Vancouver Airport $250mm 3.656% 11/23/2048 +124 bps

The First Asset Investment Grade Bond ETF (the “Fund”) did not participate in these new issues.
Government bond prices, after rallying last week, were not able to muster much upside on the risk asset
weakness. Ten year bond yields were 1-3 basis points lower in Canada, the U.S. and Europe. We believe the
recent retracement in Government bond prices, goes beyond the volatility in equity markets. Lower oil prices,
which will have a dampening effect on inflation, weakness in global economic indicators and tightening financial
conditions due to wider credit spreads, all provide the basis for central banks to question the speed and path of
monetary policy tightening. Accordingly, markets are pricing out some of the expected central bank rate hikes.
Despite the recent better bid in Government bond prices, the Fund has maintained a duration about 0.50 years
shorter than that of the FTSE Canada All Corporate Bond Index (the “Benchmark”). We have preferred to remain
structurally short and trade interest rate momentum on an intra-day/intra-week basis. This week, seven trades, all
utilizing 30 year U.S.Treasury futures, were instituted to manage duration. All were unwound at a profit.
Portfolio Transactions
In addition to the duration trades outlined above, mid-week, the Fund initiated an index hedge to protect
against a further widening in credit spreads. The hedge was executed using the European Xover Credit Index
and represents about 2.5% of the NAV of the Fund. This position was in the money as of the close of markets on
Friday.
In our commentary a few weeks ago. We noted that we took profits on two credit index trades initiated earlier
in the fall. Given the continued pressure on credit spreads and poor liquidity in credit markets, an index hedge
was reinstated in order to insulate Fund returns. This underscores the importance of active management in fixed
income and the importance of having a diversified tool-kit to manage risk.
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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. 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 an ETF on the 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 ETF and may receive less than the current net asset value when selling them.
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 information and expressly disclaims liability for any errors or omissions in this information. The Fund is managed by First Asset
Investment Management Inc., a subsidiary of First Asset Capital Corp. (FA Capital). TMFirst Asset and its logo are trademarks of FA Capital,
a wholly owned subsidiary of CI Financial Corp. which is listed on the Toronto Stock Exchange under the symbol “CIX”. ®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.

