
 

THIS DOCUMENT IS CONFIDENTIAL AND IS NOT TO BE REPRODUCED OR DISTRIBUTED GENERALLY 

 

 

 

Marret Investment Grade Hedged Strategies Fund 
Class F, CAD | Monthly Commentary | June 2020 

 

 
 

Date of Inception  October 1, 2010 
 

 

Performance   As at June 30, 2020 

Since Inception 5.07% 
MTD 2.56% 
YTD 5.04% 
1 YR 8.59% 
3 YR 4.62% 
5 YR 4.93% 

 

Source: Marret Asset Management Inc. 

June 30, 2020 

Market Developments 
 

The reopening of shuttered economies, further fiscal stimulus across 

numerous jurisdictions and hope of a vaccine for the coronavirus, all 

contributed to a firm performance for investment grade corporate credit 

spreads. The case of credit was bolstered further as mid-month, the U.S. 

Federal Reserve announced changes to its Secondary Market Corporate 

Credit Facility (SMCCF). This program allows the FED to purchase cash 

corporate bonds in the U.S. Although the SMCCF was previously disclosed, 

the FED rewrote the rules on the program (to which no company had 

subscribed) in order to facilitate buying cash corporate credit in the 

secondary market. Although the program is restricted to buying credit under 

five years, cash credit spreads across the market/curve immediately 

tightened 5-30 basis points. The timing of the announcement, whether 

intended or not, sent a stark message: 1) the FED was unwilling to tolerate 

any outsized market volatility and 2) corporate credit has now distinctly 

become a monetary policy tool.  

 

Based on the Bloomberg Barclays Aggregate Corporate Average OAS Indices, investment grade credit spreads tightened 

24, 29, 19 and 23 basis points in the U.S., Canadian, European and UK markets respectively. Canadian credit was a 

laggard last month, but lead the pack in this period, aided by a lighter new issue supply calendar, index buying and the 

Bank of Canada’s own corporate QE program. 

 

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 +192 basis points in the U.S. and +238 basis points in Canada. Utilizing these excess 

returns and adjusting for the Portfolio’s geographic positioning (Canada 71% and U.S. 28%) and leverage (1.4x), the 
monthly return would have been approximately +315 basis points. Portfolio returns for the period were +256 basis points. 

 

The Portfolio’s underperformance, relative to the weighted excess returns of the indices, was due primary to sector/industry 

and duration exposure. Coronavirus impacted sectors such as aviation, travel and leisure, REITs, automotive and energy 

generated the best excess returns during the month. The Portfolio has an underweight in these sectors. Additionally, the 

indices have a duration longer than that of the Portfolio and maturities in the longer buckets of the indices outperformed. 
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Our benchmark, the FTSE/TMX All Corporate Bond Index, returned 2.57% for the month and year-to-date is 5.41%. Year-

to-date, Fund returns are +5.47%. 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 
 

The “Red Bull (sugar high) Recovery” continued in June powered by exceptional monetary and fiscal policy support and 
hopes of virus containment and vaccine treatment solutions. In the absence of a vaccine treatment (given the reoccurring 

coronavirus hot spots emerging globally) what happens when the sugar high ends? This especially pertains to fiscal policy, 

which thus far has enabled personal incomes to be sustained, and rejuvenated retail sales on the reopening of economies. 

In our view, the initial strong bounce from shutdowns (sugar high) will be replaced by the reality of a long and protracted 

recovery (sugar crash). Unemployment rates will remain elevated, consumer and business investment confidence 

tempered, and corporate earnings constrained. However, this likely a story for the fall of 2020 rather than the summer. 

 

Over the summer, we expect central banks to keep volatility low. They have made this clear not only in words (we are 

prepared to use our tool kit for as long as required to return inflation to target) but as well, in recent actions, to ensure 

that any adverse price action in Government bond yields, curves or credit spreads will be met with policy action. Given 

the strong relationship between volatility and credit spreads, this means credit will provide carry and the positive technicals 

(see last month’s commentary) will support a grind tighter in spreads. This creates a backdrop to remain long credit 

spreads with caution, given the macro-economic concerns noted above and weakening credit fundamentals. Accordingly, 

exposure will remain moderate, credit quality high and credit beta low.  

 

 On the credit fundamental front, it is important to note the following: 

 

• Revenue and EBITDA had been slowing for the two years prior to the coronavirus and went negative in Q1 2020. 

• Weighted average leverage has increased from 2.9x at the end of 2019 to 3.1x at the end of Q1 2020 and is 

projected to rise to 3.7x by year end. 

• Interest coverage deteriorated by a full turn year-over-year as of Q1 2020 but does remain at comfortable levels.  

 

Bottomline, corporate balance sheets reinforce the positioning of the strategy outlined above. 

 
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% 2.56%       5.04% 

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., June 30, 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., June 30, 2020     Publication date: July 24, 2020 


