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Date of Inception  June 8, 2018 

 

 

Performance  As at Sept. 30, 2020 

Since Inception 8.37% 

MTD -0.12% 

YTD 13.32% 

1 YR 14.30% 

3 YR N/A 

5 YR N/A 

NAV 10.6820 

Distribution YTD* 1.0644 

 

*Current Period Distribution: 0.0455 

Source: Marret Asset Management Inc.,  

September 30, 2020 

Risk markets exhibited greater volatility in September as extended valuation 

coupled with growing uncertainty in Washington triggered a considerable 

drawdown in equities.  This came despite a dovish Fed solidifying very 

accommodative forward guidance in their mid-month statement.  Shortly 

thereafter risk markets focused on the political gridlock surrounding additional 

fiscal support and the uncertainty of a contentious U.S. election.  The delay of 

additional policy support combined with rising COVID-19 cases and restrictions 

increased fear that we may enter another soft patch for economic growth in the 

near term.  Credit markets weakened alongside equities, as the Fed limited their 

credit purchases and new issuance supply remained robust, creating some 

market indigestion.  High yield spreads widened 35bps over the course of 

September while yields rose to approximately 5.75%. High yield ETFs further 

contributed to the weakness in credit, as they registered significant outflows in 

the last few weeks of the month. Amongst all this volatility and uncertainty bond 

markets barely pulsated, confined for weeks to a very narrow trading range. Given 

already low yields due to aggressive central bank support, some insensitivity to 

worsening conditions is not surprising; however, the extent of the insensitivity 

was surprising. This dynamic further fed the narrative that government bonds will 

struggle to effectively hedge risk portfolios. While we agree shorter-dated 

government bonds have little usefulness, we’d suggest the inability of the long 
bond to rally during this risk-off episode is more related to the increased 

expectation of further fiscal support with a Democrat sweep and the 

corresponding increase in government bond supply.  

 

The Fund benefitted from general credit exposure while credit spreads tightened alongside improving economic and financial 

conditions. Several pair and capital structure arbitrage trades also contributed to performance, most notably being long Wynn 

Las Vegas bonds versus short Wynn Macau. The Fund also generated gains by tactical positioning in government bonds, 

primarily in the 30 year tenor in both the U.S. and Canada. 

 

Looking forward, it is noteworthy that market volatility has resurfaced despite strong monetary policy support. While the 

recent increase in COVID related infections continues to weigh on sentiment, the more concerning driver of markets is the 

gridlock in Washington.  There is growing worry that the economic recovery may stall without further fiscal stimulus, which 

would be problematic given extremely high debt levels across the global financial system. Unfortunately, at the same time, 

the U.S. deficit is on an unsustainable path and there is growing concern regarding fiscal discipline if the Democrats sweep 



 

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

the election. Election uncertainty will persist for many weeks to come and perhaps even after the election if results are too 

close, as President Trump may be slow to cede power.  The recent correction in credit has been modest but still provided an 

attractive opportunity to add exposure to higher quality securities of large companies with stable business profiles given 

indiscriminate selling by ETFs dealing with large redemptions. Nonetheless, we have not yet moved back to a fully risked 

position as valuations in lower tier credit are not sufficiently attractive to adequately protect against a stalling economy. 

Furthermore, there are scenarios where the election outcome may create additional uncertainty for an extended period of 

time, effectively limiting the U.S. government’s ability to provide adequate support to bridge the economy while awaiting a 
more permanent vaccine solution.  This outcome would most likely result in further market dislocation and allow for better 

investment opportunities than are currently available.  As a result, while we feel adding risk has been the right thing to do in 

the short term, we still believe it prudent to maintain some optionality while navigating through the election process. We are 

prepared to add risk or duration upon further clarity on the fiscal front or as valuations become increasingly compelling to 

better compensate our investors for the underlying risks in the economy at present.  
 

Sources: Marret Asset Management Inc., Bloomberg Finance L.P. 

 

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.  Management fees and expenses all may be associated with investment funds.  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 Marret Asset Management 

Inc. has taken reasonable steps to ensure their accuracy.   

 

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.   

 

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

 

Source: Marret Asset Management Inc., September 30, 2020   Publication date: November 19, 2020 


