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FUND STATISTICS 

Date of Inception October 1, 2010 

 

PERFORMANCE         AS AT MARCH 31, 2019 

Since Inception 4.62% 

MTD 0.02% 

YTD 1.68% 

1 YR 1.45% 

3 YR 4.04% 

5 YR 3.99% 
 

Source: Marret Asset Management Inc. 

March 31, 2019 

Market Developments 
 

Following a very aggressive move tighter in the first two months of 

the year, investment grade corporate credit spreads in North America 

took a breather in March. As defined by the Bloomberg Barclays 

Aggregate Corporate Average OAS Indices, credit spreads were -1 

basis point and unchanged in the U.S. and Canadian corporate markets 

respectively. European credit spreads maintained their tightening 

bias, despite further weakening in the Eurozone economic backdrop. 

In Europe, investment grade corporate credit spreads were 7 basis 

points tighter while in the UK, they narrowed 2 basis points. 

 

The further rally in European credit, in our view, was largely technical 

and based on a hunt for yield. Ten-year Government bond yields in 

Germany pushed into negative territory following dovish comments 

from the ECB and deteriorating economic data. With lower or negative 

interest rates for longer, investors are once again being forced into 

credit to meet yield targets. 

 

Alongside the ECB, the Bank of Canada, U.S. Federal Reserve, Bank of Japan and Reserve Bank of Australia all 

moved to a more dovish stance in terms of monetary policy. This led to a very significant rally in Government 

bond yields. Ten-year Government bond yields declined 25-30 basis points in North America, Europe and the 

UK. As a result, unhedged bond indices, recorded strong returns during the month.  

 

Fund returns for the month were 0.02% bringing year-to-date performance to 1.68%. The *FTSE Canada All 

Corporate Bond Index, returned 1.99% for the month and year-to-date is 4.03. The benchmark is a long only 

bond index. The Fund, conversely, invests long/short across U.S., Canadian and European investment grade 

corporate bonds on a hedged basis.  

 

As noted above, North American investment grade corporate credit spreads were pretty much flat during the 

month. Given the strategy invests long/short in credit on a hedged basis, this would imply that our returns for 

the period should also be pretty much flat, as was the case. However, a small portion of the portfolio (very short-

dated credit) is unhedged and, this generated positive returns, given the rally in Government bond yields. 

Furthermore, despite credit spreads in North America being unchanged, as defined by the indices, a number of 

sectors alongside European names did produce positive excess return. As a result, returns for the month given 
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the Portfolio leverage (1.1 times) and geographic composition (24% U.S. denominated and 73% Canadian 

denominated) should have produced positive returns of approximately 20 basis points. Our lower return relative 

to this, was entirely due to a short Government bond overlay position.  

 

Market Outlook 
 

The dovish turn by central banks, early in the New Year, prompted not only a rally in Government bond yields 

but simultaneously triggered an aggressive “risk-on” tone. Yet, global growth has not stabilized, corporate 

leverage remains elevated and corporate earnings continued to be revised lower. In our view, risk markets 

appear to be putting a lot of hope in a Q2/H2 economic recovery based on:1) a timely and positive outcome to 

U.S./China trade negotiations 2) stimulative fiscal and monetary measures in China 3) an approved Brexit 4) a 

revival in Eurozone growth prospects and 5) the ability of central banks to keep the expansion going. 

 

We expect the U.S./China trade negotiations to be completed successfully (although much of this may already be 

priced into markets) and do not think there will be a hard-Brexit. The key to the outcome that risk markets 

appear to be hoping and pricing for is China. The collective measures taken by the Chinese Government to 

promote domestic growth and demand are pivotal. They must not only stimulate domestic demand but provide 

an economic growth impulse that reverberates externally. This may be a high bar, as the current level of Chinese 

stimulus is well below the levels of 2009 and 2016, it is much more targeted and is largely domestic demand 

focused. As a result, it may be less additive to global growth than anticipated.  

 

Based on the above, we continue to have a below consensus view on global growth and believe that the price 

recovery in risk assets is a market correction, not a resumption of the bull trend. Accordingly, we believe it is 

prudent, late in the economic cycle, to increase portfolio quality. That is, reduce credit, increase exposure to 

Government bonds and actively manage duration.  

 

The tug of war between credit fundamentals and technicals is likely to continue. Credit fundamentals, that is 

leverage at cycle peaks and weakening earnings, are clearly negative for credit spreads. However, a reduction in 

new issue supply, a requirement for yield and a benign central bank policy stance are technically supporting the 

market. In the short-term, the technical backdrop is likely to dominate the direction of credit spreads and 

potentially take them tighter. We will respect the technical in order to generate alpha return. However, given the 

fundamentals, we do not think there is suitable risk/reward in outsized exposure to credit spreads at this 

juncture. Our views on this would only change if global economic growth turns higher on a sustainable basis. 

 
Source: Marret Asset Management Inc., Bloomberg L.P., FTSE Russell. 

 

FUND PERFORMANCE %, CLASS F, CAD 
 

 JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC YTD 

2019 1.19% 0.47% 0.02%          1.68% 

2018 0.80% (0.40%) (0.47%) 0.37% (0.38%) (0.24%) 0.88% 0.27% 0.18% (0.43%) (0.49%) (0.38%) (0.30%) 

Source: Marret Asset Management Inc. 

March 31, 2019 
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* The strategy aims to generate better risk-adjusted returns over the cycle compared to long only mandates, making the FTSE 

Canada All Corporate Bond Index a suitable Canadian hedge fund index to compare against. There is no Canadian hedge fund index 

for a global long and short leveraged fund and most corporate fixed income assets in Canada are managed relative to this index. 

Provided that the fund’s mandate enables flexibility on geographies, strategies, and securities, we selected this index as the most 

representative amongst those available. The Fund invests in long and short bonds while employing currency hedging and a leverage 

strategy, whereas the index is a long only corporate bond index. 
 

 

 

IMPORTANT DISCLAIMERS 

The offering of units of the Fund is made pursuant to its Offering Memorandum only to those investors who meet certain eligibility 

and minimum purchase requirements.  Eligible investors should read the Fund’s Offering Memorandum before 

investing.  Investment funds are not guaranteed, their values change frequently, and past performance may not be 

repeated.  Commissions, trailing commissions, management fees and expenses all may be associated with investment funds. 

The indicated rates of return are the historical annual compound total returns net of fees (except for figures of one year or less, 

which are simple total returns) including changes in security value and reinvestment of all 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. 

Class F securities are generally only available to clients who have a fee-based account with their dealer. MAMI does not pay trailing 

commissions to dealers who sell Class F securities, which means MAMI can charge a lower management fee compared to Class A 

of the same Fund. A lower management fee may positively impact the performance data shown when compared to Class A. 

This commentary has been prepared for Marret Asset Management Inc. is confidential and may not be redistributed.  It is for 

general information purposes only and is not intended to provide personal investment advice.  Investors should consult their own 

professional advisor for specific investment advice tailored to their needs and based on the latest available information. 

The comparison presented is intended to illustrate the Fund’s historical performance as compared with the historical performance 

of the FTSE Canada All Corporate Bond Index. There are various important differences that may exist between the Fund and the 

stated index that may affect the performance of each. The objectives and strategies of the Fund result in holdings that do not 

necessarily reflect the constituents of and their weights within the comparable indices.  Indices are unmanaged, and their returns 

do not include any sales charges or fees.  It is not possible to invest directly in market indices. 

 

This document is provided as a general source of information and should not be considered personal, legal, accounting, tax or 

investment advice, or an offer or a solicitation to buy or sell securities. Every effort has been made to ensure that the material 

contained in this document is accurate at the time of publication. Market conditions may change which may impact the 

information contained in this document. All charts and illustrations in this document are for illustrative purposes only. They are 

not intended to predict or project investment results. 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. 
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All opinions, projections and estimates herein reflect the author’s judgment as of the date of the document, may not be realized, 

and are subject to change without notice. The information contained in this document, including information relating to interest 

rates, market conditions, tax rules and other investment factors are subject to change without notice. Nothing in this document 

is or should be relied upon as a promise or representation as to the future. 

 

Marret Asset Management Inc. is a partly owned subsidiary of CI Financial Corp. and an affiliate of CI Investments Inc. 

 

Source: Marret Asset Management Inc., March 31, 2019     Publication date: April 20, 2019 


