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Fiscal stimulus, supportive monetary policy and effective vaccines provided a

WEIGHTS

43%
3%
-5%
21%
30%
6%
0%

Cash
Commercial Paper
Govt. Bonds
IG Bonds
HY Bonds
Bank Loans
Equities
YIELD INFORMATION

Yield to Maturity
Current Yield
Yield to Worst
Average Duration

1.78%
1.99%
1.44%
0.76 Years

PERFORMANCE

Since Inception
MTD
YTD
1 YR
3 YR
5 YR
NAV
Distribution YTD*

3.29%
-0.07%
-0.07%
0.87%
2.67%
2.63%
10.9921
0.0000

*Current Period Distribution: 0.0000
Date of Inception: November 28, 2014
Source: Marret Asset Management Inc.,
January 7, 2022

strong backdrop for the economy and risk assets in 2021. As economic growth
and employment recovered from their pandemic lows, North American
equity markets reached all-time highs and credit spreads tightened despite
record supply. However, supply chains that had been disrupted during the
pandemic couldn’t meet demand growth. Inflation spiked to levels not seen
since the early 1980s. Central banks became more concerned with the effect
persistently high inflation could have on future inflation expectations. They
began communicating an accelerated withdrawal of monetary
accommodation. The headwinds of elevated inflation and less
accommodative central banks weighed on fixed income assets. Government
bonds suffered losses across the curve and only the shortest investment
grade corporate bonds managed to maintain their value. High yield corporate
bonds were the lone bright spot as their carry, spread tightening and short
duration allowed them to generate a coupon like return.

At the end of the year, markets focused once again on COVID-19 after the
Omicron variant was discovered, resulting in a quick sell-off across risk assets.
Investors were relieved, however, that despite high transmissibility, Omicron
appears to be causing fewer hospitalizations. Equities rallied back, while
credit spreads tightened from their late November sell-off. U.S. government
bonds suffered losses as the Fed increased the speed of its taper in December.
The Fed expects both their inflation and full employment targets will be met
in 2022, allowing them to begin raising rates this year. The back up in rates
also caused losses in investment grade corporate bonds despite their tighter
spreads. We had previously noted the historically wide differential between
Canadian and U.S. government bond yields at the end of October. That
differential had fully reversed by the end of December after Canadian
government yields fell and bonds generated gains during the month. High
yield generated its best returns of the year in December due to tighter
spreads.

The

Fund generated a similar gain to its benchmark in December with
contributions from each of high yield, investment grade, and government
bonds. However, for the full year, the Fund significantly outperformed its
benchmark, posting a gain when most fixed income assets suffered sizeable
losses. The Fund increased its interest rate hedges after interest rates fell at
the start of the month and then steadily reduced them as interest rates rose
throughout the rest of the month. The Fund maintained the investment grade
spread exposure it added in November. It also significantly reduced its
exposure to longer duration, high quality high yield bonds as they
strengthened into month end.
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We expect 2022 to be a year of normalization. Economic growth should normalize towards its pre-pandemic level. Inflation
may take a little longer to moderate but should also eventually normalize in the direction of the Federal Reserve’s longterm target. Central banks have clearly indicated they will normalize monetary policy as well, necessarily removing
pandemic related accommodation as the economy recovers.

Risk assets like equities and credit spreads would typically be favored in this backdrop. However, rich starting valuations
demand a little more caution. The Fund will have a favorable bias to credit spreads but expects to be more active as
valuations progress throughout the year. Rate sensitive investments will be challenged in this type of environment. Interest
rates are rising from a very low base due to aggressive central bank accommodation and the market is currently pricing in
a lower terminal rate than policymakers. We expect both rates and the terminal rate to rise during the year. As a result, the
Fund continues to hedge against rising interest rates. Monetary policy normalization often creates volatility in markets. The
Fund plans to take advantage of volatility to add value through tactical shifts.

Overall, it is unlikely that the next year is a one-way trade. The economic environment should be supportive. However,
gains have been pulled forward in risk assets. Also, all asset classes face the headwind of monetary policy normalization,
which we anticipate will be the primary driver of markets this year. This setup warrants concern over larger risk drawdowns.
We believe active positioning from a defensive base will be the most prudent way to optimize risk adjusted returns in 2022.

Sources: Marret Asset Management Inc., Bloomberg Finance L.P., January 7, 2022.
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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. 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 Yield Information reported is representative of the strategy and not any individual client yield. These figures are compiled from thirdparty sources believed to be reliable, however, care should be taken when relying on these figures as the information is obtained from
third party sources that may or may not be verified. All data presented is unaudited.
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., January 7, 2022 Publication date: January 13, 2022
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