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PERFORMANCE (As at December 31, 2020) 

    MTD    YTD    1 YR  3 YR  5 YR    Since Inception 

Marret Diversified Opportunities Fund, Class F, CAD   0.67% 16.21% 16.21%   NA   NA           8.58% 

Date of Inception: June 8, 2018 Source: Marret Asset Management Inc., December 31, 2020 

 

 

FUND SUMMARY 

KEY FACTS 

NAV/unit (Class F) $10.7342 

Distribution YTD 1.2832 

Management fee 

(Class F) 
60 bps 

Performance fee 15% 

Hurdle rate 
10-Yr Canada Benchmark 

Bond Yield + 2% 

Yield to worst 1.32% 

Average duration 1.30 years 

Liquidity Monthly 

Class F Fund Code 
CIG 47700 (C$) 

CIG 47750 (US$) 

 

USE OF LEVERAGE 

EXPOSURE  

Gross Exposure 68.2% 

Net Exposure 41.0% 

 

ASSET CLASS BREAKDOWN 

ASSET CLASS LONG SHORT NET 

Cash & Equivalents 58.7% - 58.7% 

Accrued Interest 0.3% - 0.3% 

Commercial Paper 6.2% - 6.2% 

Bank Loans 1.3% - 1.3% 

High Yield 23.6% -0.7% 22.9% 

High Grade 10.8% -1.3% 9.5% 

Government Debt 8.2% -11.0% -2.8% 

ETFS 3.1% -0.3% 2.8% 

Equities 1.3% -0.2% 1.1% 

Risk markets continued their significant rally into year-end after 

several pharmaceutical companies released studies demonstrating 

remarkably high vaccine efficacy rates. Moderna, Pfizer, and 

AstaZeneca all published results showing high vaccine 

effectiveness ranging between 70-95%, which was well above 

expectations, and considerably above those for the common flu. A 

strong cyclical rotation ensued as investors became increasingly 

confident the economy would return to normal in 2021, believing 

herd immunity is now likely over the course of the coming 

quarters. Notably, U.S. stocks posted extremely strong gains, 

initially overcoming post-election uncertainty, while continuing to 

rally despite a divided government, dramatically rising COVID-19 

cases, hospitalizations and deaths, and further lockdown 

restrictions in numerous parts of the world. Investors were 

comforted by the commitment of central banks to provide ongoing 

policy support while awaiting further fiscal policy action to bridge 

the fragile economy until there is a wide scale rollout of the 

vaccine. Credit markets finished the year strongly as well, with 

both investment grade and high yield spreads tightening in each of 

the last three months, most significantly in November. Interest 

rates, however, rose into year-end, presenting a headwind to 

corporate bond returns, and resulting in losses for government 

debt. High yield credit stood out, with commodity credits, COVID-

19 sensitive businesses, and other lower rated companies all 

providing meaningful gains. High yield spreads fell to pre COVID-19 

levels, while yields fell to an all-time low of approximately 4.2%. 

Default rates, which have been climbing rapidly for most of the 

year, also plateaued into year-end, validating the view that the 

economy is slowly on the mend. 

 

The largest contributor to the Fund’s performance during the year 

was active management of 30-year interest rate exposure in the 

U.S. and Canada, particularly in the volatile months at the start of 

the pandemic. Corporate credit was also a significant contributor. 

Heading into March 2020, the Fund had relatively low credit 

exposure because it viewed credit as fully valued and worried the 
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FUND EXPOSURE 

ISSUER COUNTRY GROSS EXPOSURE 

Canada 28.8% 

United States 69.6% 

Other 1.6% 

 

TOP FIVE HOLDINGS 

HOLDING WEIGHT 

Enbridge Inc. CP 0 01/05/21 6.2% 

T 1 3/8 08/15/50 2.5% 

Tenet Healthcare Corp 

4.625% 15Jul2024 
2.2% 

CCO Holdings LLC/Cap Corp 

4% 01Mar2023 144A 
1.7% 

Ford Motor Credit Co LLC 

1.044% 05Apr2021 
1.7% 

 

MATURITY PROFILE 

YEARS TO 

MATURITY 

GOVERNMENT 

BONDS 

CORPORATE 

BONDS/LOANS 

0 to 3 1.5% 8.7% 

3 to 5 2.1% 8.8% 

5 to 10 -8.6% 11.0% 

10+ 2.2% 5.2% 

 

Source: Marret Asset Management Inc., 

December 31, 2020 

economic cycle was waning. The Fund increased its credit exposure 

after the significant correction, despite an extremely precarious 

economic environment, given our belief central banks would 

provide the necessary liquidity to bridge the battered economy 

until a vaccine solution was available. Credit exposure generally fell 

throughout the rest of the year as valuation became less attractive 

and uncertainty remained high, but the Fund tactically added 

exposure several times during bouts of spread widening, which 

enhanced performance given the overall spread tightening trend. 

Our current credit exposure is lower than its peak given significant 

spread compression that seems to be well ahead of fundamentals, 

as a variety of risks remain.  Among these are the expectation of 

rising cases and further lockdown measures that will likely result in 

a weakening economy over the coming months. Additionally, we 

are awaiting a couple of critical Senate runoff races in January, 

which could reshape policy for many years to come. However, we 

still intend to keep the Fund exposed to credit in the near term 

given our view of an improving economy and the strong liquidity 

backdrop.  Our reduced exposure does provide future flexibility to 

add value by increasing credit exposure if volatility resurfaces over 

the coming months. The Fund also generated smaller contributions 

from its gold exposure and equity securities, which included 

broader market risk, cyclical exposure, COVID-19 sensitive names, 

and companies fitting within our broader macro themes, such as 

EV infrastructure and rising geopolitical tensions. The Fund has 

benefitted from taking diversified, uncorrelated positions across 

markets and will remain disciplined, yet vigilant, in rotating 

exposures across opportunity sets as they present themselves to 

provide attractive absolute returns as well as strong risk adjusted 

returns to help clients navigate through the economic cycle. 

 

Outlook 

 

Looking forward, it is evident that a strong consensus is building across all investor groups. A common belief has evolved, 

where short term fundamentals are irrelevant as the Fed and other central banks continue to do whatever is necessary to 

bridge the economy. There is also a belief that a strong cyclical recovery is underway and may be long lasting, as investors 

look through the impacts of the COVID-19 virus toward economic normalization. This is due to the pent up demand across 

many impacted sectors and a high level of savings which is expected to benefit consumption in the future. Additionally, 

there is a belief that the high efficacy rates of these vaccines virtually guarantee that life, along with the economy, will soon 

return to normal. Across markets, the consensus includes the view that government yields will continue to rise, the US 

dollar will continue to fall, and that there will be a continued rotation away from safe assets towards beaten down cyclical 

assets.  As it pertains to credit, there is a view that the excess money in the system will be risk seeking, forcing investors to 

gravitate toward any and all excess yield available, resulting in further spread compression. While we agree with most of 

these views in the near term, and some of these views in the long term, as prudent investors, we are also aware of the 

following facts, which include valuations among the most extended in history, and aggregate debt levels across the world 

now being some of the highest in history. Additional concerns include a fragile small business sector, tightening credit 

conditions for those who need it most, and low structural growth across many developed economies.  
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Attractive risk adjusted returns over a cycle are achieved by thoughtfully assessing risks when the market perceives there 

are none. In hindsight, the theme of liquidity has proven to be the most prominent driver of markets since the onset of the 

pandemic.  The speed at which credit spreads recovered came well in advance of any tangible evidence of improvement in 

fundamentals.  In fact, aggregate leverage metrics have actually risen. Credit selection was not an important driver of 

returns, but having indiscriminate market exposure and maximum beta was all that was important over the last few months.  

However, as experienced investors, we have seen sentiment shifts many times, over many cycles, and we are confident that 

we will continue to see more as this recovery evolves. Nonetheless, for the time being, we will continue to keep a core 

exposure to credit while remaining tactical in other markets as opportunities present themselves. We strongly believe that 

active management is as important as ever and remaining tactical is the most prudent course of action as we find ourselves 

at the lowest yield levels in history. 

 

Source: 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., December 31, 2020   Publication date: January 11, 2021 


