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The U.S. Federal Reserve says they’ll be patient, but the Market

is increasingly less so. So far, J. Powell & Co. have maintained
their “wait and see” messaging, whereas rate markets have “seen
enough” and proceeded to price more than three rate cuts by the
Summer of 2020.

This month, markets were surprised by the escalation in trade
tensions between the U.S. and China. The persistence of the
5 YR
NA
situation is difficult to assess as the challenges are self-inflicted,
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meaning that any solution and its timing will also come from the
May 31, 2019
policymakers involved. Who are the players in this proverbial
game of chicken? Two bullies and a gaggle of geeks. The two
bullies, Trump and Xi, are at a stalemate with neither wanting to
look weak or lose face. China appears content to wait-out Trump,
increasing their rhetoric and liquidity injections. Therefore, the
question becomes: will the Trump Put or the Powell Put be exercised first? The Market’s money is on
the gaggle crying “uncle”, i.e., the Fed cutting.

With slowing but solid U.S. economic data, it is likely that financial conditions will need to tighten
further to get the Fed to respond, i.e., they will need to see lower stock prices, wider credit spreads and
a stronger U.S. dollar. If all the players are patient, risk markets have no reason to rally and markets
will continue to search out who has the lower pain tolerance; the Fed, Trump or China.

Last month, we said we’d maintain a duration of 6-8 years and could increase it more aggressively, if
we thought the Federal Open Market Committee (FOMC) was closer to a cut. We spent most of the
month around 7 years and took it as high as 10 years near the end of the month. We’re exiting May
with a duration of 8 years as we believe the current environment justifies above benchmark duration
but we’re also cognizant of the overbought conditions currently present in the U.S. bond market.
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Fund Positioning
Overall duration: Above benchmark
Cross-currency: Overweight the U.S. vs Canada
Maturity: Overweight 10-yr vs front-end and 30-yr.

Key Transactions
Increased duration throughout the month, primarily with UST 30-yr.
Sources: Marret Asset Management Inc., Bloomberg L.P., FTSE Russell.
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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.
This commentary has been prepared for Marret Asset Management Inc. is confidential and may not be redistributed.
Certain statements contained in this communication are based in whole or in part on information provided by third parties and CI
Investments Inc. has taken reasonable steps to ensure their accuracy. Market conditions may change which may impact the
information contained in this document.
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.
The opinions expressed in the communication are solely those of the author and are not to be used or construed as investment
advice or as an endorsement or recommendation of any entity or security discussed.
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., May 31, 2019
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