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Date of Inception  October 1, 2010 
 
 

Performance   As at May 31 2020 

Since Inception 4.84% 

MTD 1.85% 
YTD 2.42% 
1 YR 6.67% 
3 YR 3.98% 
5 YR 4.28% 

 
Source: Marret Asset Management Inc. 
May 31, 2020 

Market Developments 
 

Following the strong rally in April, investment grade corporate credit spreads 

tightened further in May. Support for spreads came from enthusiasm about 
reopening of economies around the world and strong technicals. The technical 
factors aiding credit included: 
 

• Large inflows into credit funds and ETF’s with a record inflow of $17.5bln in 
the final week of the month in the U.S. 

• The start-up of new central bank corporate credit bond buying programs i.e. 
BOC and FED. The FED is currently buying about $250mm of ETF’s a day. 
This accounts for a good part of the above noted record inflows. Recall, that 
the FED was going to buy both cash credit and ETF’s. The purchases of cash 
credit were to take place in the primary market and were contingent on 
companies signing up for the program (PMCCF). However, companies have 
felt that signing up for the program might appear as a sign of weakness and 
therefore have not signed up. Accordingly, the FED buying of corporate credit 
has been in the secondary market via ETF’s. This has resulted in some ETF’s 
now trading at a premium to their NAV. In Canada, the Bank of Canada 
bought a total of $57.5mm in secondary corporate IG credit since the 
program’s inception. With the corporate market “bid” in Canada from real 
accounts, there is little offered to the BOC in its reverse auctions. 

• All-in yield pick-up buying from foreign accounts supported by favorable 
foreign exchange hedging costs. 

• Expectations that new issue supply in the second half of the year will be 
minimal, since companies have undertaken significant pre-borrowing to 
bolster liquidity. 

• Expectations the ECB would announce an increase in its PEPP bond buying 
program in June. 

 

Based on the Bloomberg Barclays Aggregate Corporate Average OAS Indices, investment grade credit spreads tightened 28, 
7, 18 and 8 basis points in the U.S., Canadian, European and UK markets respectively. These moves represent a retracement 
of approximately 60% to 75% of the widening move that occurred in the month of March. The U.S. market has recovered the 
most aggressively. 
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Portfolio Performance 

 
Based on the ICE BofA Corporate Indices, excess returns, that is the return from investment grade corporate credit spreads 
ex-duration, for the month were +204 basis points in the U.S. and +32 basis points in Canada. Utilizing these excess returns 
and adjusting for the Portfolio’s geographic positioning (Canada 72% and U.S. 28%) and leverage (1.5x), the monthly return 
would have been approximately +120 basis points. Portfolio returns for the period were +185 basis points. 
 
The Portfolio’s outperformance relative to the weighted index excess returns was due to the following factors: 1) over 75 basis 
points of return from the trading of our interest rate overlay positions 2) the outperformance of energy credits which tightened 
on the rise in oil prices and 3) new issue trading on a very heavy supply calendar. 
 
Our benchmark, the FTSE/TMX All Corporate Bond Index, returned 0.60% for the month and year-to-date is 2.76%. Year-to-
date, Fund returns are +2.92%. 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. 
 

Market Outlook 
 
Risk markets have recovered impressively from the March 2020 drawdown. This is due to fundamentals (the reopening of 
economies and income support provided by Government programs for individuals and businesses) and the technicals outlined 
above. These have pushed valuations, in some sectors and individual names, to levels, we believe, are inconsistent with the 
expected recovery in economic activity. In short, we would suggest that valuations are reflecting the speed of the reopening 
rather the eventual strength of the recovery. In this regard, we point to multiple industrialized country central bank forecasts, 
all of which suggest that unemployment levels will remain elevated for years, inflation muted and growth constrained. In other 
words, the coronavirus pandemic with leave long-term structural damage to the economy in its wake. 
 
Given the level of economic uncertainty, it is unlikely that risk assets, based on current valuations, can continue a straight-
line recovery. As we noted last month, a period of higher market volatility is likely. Therefore, the strategy will maintain 
maximum flexibility in terms of liquidity, leverage and exposure with a bias to trade opportunistically. 
 
Sources: Marret Asset Management Inc., Bloomberg Finance L.P., FTSE Russell 

 
 

Fund Performance % | Class F, CAD 
 JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC YTD 

2020 0.66% 0.28% (7.04%) 7.16% 1.85%        2.42% 
2019 1.19% 0.47% 0.02% 0.62% 0.23% 0.74% 0.60% 0.20% 0.58% 0.44% 0.76% 0.75% 6.79% 

 
Source: Marret Asset Management Inc., May 31, 2020 
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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. 

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. 
 
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 majority owned subsidiary of CI Financial Corp. and an affiliate of CI Investments Inc. 
 
Source: Marret Asset Management Inc., May 31, 2020     Publication date: June 22, 2020 


