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MARKET COMMENTARY  

Markets recalibrated in May as trade tensions eased but fiscal concerns took center stage. The month began with high 
anxiety over protectionism, but a series of de-escalatory steps - including a US-EU tariff delay and a 90-day US-China 
truce - offered temporary relief. A late-month US court ruling also blocked some sweeping tariffs, further softening the 
near-term threat. However, the broader unpredictability of trade policy continued to weigh on confidence. 

With trade fears cooling, fiscal risks emerged as a topical market narrative. In the US, Moody’s downgraded the federal 
credit rating to Aa1, citing a worsening debt outlook and political inaction. The passage of the “One Big Beautiful Bill Act,” 
centered on extending the 2017 tax cuts, underscored concerns about deficit expansion. In Canada, Ontario’s budget 
revealed worsening medium-term fiscal projections tied to tariff-response spending, while the federal government struck 
a tone of investment-led growth alongside operational restraint. 

 Central banks held steady in the face of crosscurrents. The Federal Reserve kept rates at 4.25-4.50%, acknowledging 
rising risks of both inflation and unemployment. While markets still expect some rate cuts this year, Fed officials 
emphasized caution. The Bank of Canada’s May Financial Stability Report ("FSR") flagged rising market and household 
vulnerabilities. While a cautious easing bias had been signaled, the FSR underscored downside risks that could force 
further accommodation if trade tensions were to re-escalate. 

 Bond markets reflected this uncertainty. US Treasury yields rose across the curve, responding to both fiscal anxiety and 
a diminished likelihood of near-term cuts. Canadian yields climbed more modestly. Meanwhile, corporate credit spreads 
tightened, and equities rallied, suggesting that investors, for now, remain willing to look through macro headwinds. 

 Economic data pointed to slowing growth. US GDP was revised to -0.2% in Q1, and Canadian employment softened. 
Inflation moderated slightly in both countries, though core readings remain elevated. Lower oil prices from OPEC+ supply 
increases were offset by cost pressures tied to tariffs, leaving the inflation outlook still finely balanced. 

 

FUND POSITIONING 

The Fund underperformed its benchmark during May as relative underweight in credit detracted from performance 
more than its relative overweight to Canadian government bonds contributed. At the start of the month, the Fund's 
duration was approximately 6.3 years - modestly less than the benchmark. Our duration positioning, with a bias toward 
Canadian government bonds (which experienced more contained rate increases compared to the U.S.), helped mitigate 
the negative impact of rising rates. Throughout the month, roughly two-thirds of our government bond exposure was 
allocated to Canada. As rates rose, we added duration, increasing government duration from 6 years to 6.3 years by 
month-end. In response to strong credit market performance, we had modestly increased credit exposure to 13% at the 
beginning of the month. However, as credit valuations became less compelling, we trimmed exposure at the margin, 
reducing it to 10%. This remains significantly below the benchmark’s approximate 25% credit allocation. We continue to 
emphasize that this strategy is distinct within our suite of offerings, focusing on government securities to help manage 
and hedge broader portfolio risk. 

 

OUTLOOK 

The near-term easing in trade tensions has offered relief to markets, but it may prove short-lived. Uncertainty around 
fiscal sustainability has quickly filled the vacuum, with the US downgrade highlighting the risks of continued deficit 
expansion amid rising rates. In Canada, fiscal slippage at both the federal and provincial levels will remain a concern. 



Central banks are signaling patience, but their path forward is constrained. Sticky inflation and weakening growth point 
to a complex balancing act, where easing seems unlikely barring clearer data. Market expectations for rate cuts have 
moderated, and policymakers are likely to remain reactive to evolving conditions. 

 For investors, the current environment reinforces the need for flexibility. Elevated yields present selective opportunities 
to re-engage duration, particularly if fiscal concerns deepen. Credit is supported by carry and improving technicals but 
remains vulnerable to macro disappointments. High volatility in rates and policy require tactical positioning and a clear 
understanding of downside risks. 

 As the year progresses, attention will shift to whether fiscal profligacy or slowing growth emerges as the dominant force. 
Until then, maintaining liquidity and adaptability remains paramount, with a continued focus on navigating shifting policy 
landscapes and identifying risk-adjusted entry points as volatility creates dislocations. 

 
PORTFOLIO CHARACTERISTICS  

Yield to Maturity 3.20% 

Average Credit Rating AAA- 

Average Duration 6.47 years 

Source: Marret Asset Management Inc., as of May 31, 2025. 

 

MATURITY BREAKDOWN 

Years to Maturity Government Bonds Corporate Bonds 

0 to 3 3.55% 8.3% 

3 to 5 11.7% 0.2% 

5 to 10 53.5% 1.5% 

10+ 9.0% 0.3% 

Source: Marret Asset Management Inc., as of May 31, 2025. 

 

ASSET CLASS BREAKDOWN 

Source: Marret Asset Management Inc., as of May 31, 2025. 

 

STANDARD PERFORMANCE 

As of May 31, 2025 1m 3m YTD 1y 3y 5y Since Common 
Inception* 

CI Enhanced Government Bond ETF -0.73% -0.70% 2.09% 5.52% 1.81% -0.59% 1.52% 

Cash & Equivalents: 4.1%

High Yield Debt: 1.1%

Investment Grade Debt: 9.1%

Government Debt: 
77.7%

Accrued Interest: 0.9%

Commercial Paper 7.1%



FTSE Canada Universe Bond (CAD) 0.02% -0.91% 1.38% 7.26% 3.53% -0.05% 1.88% 

Bloomberg US Agg Bond TR (USD) -0.72% -0.29% 2.45% 5.46% 1.49% -0.90% 1.60% 

Source: Morningstar Research Inc., as of May 31, 2025. *Common inception: July 26, 2018.  

 

 
 
 
For more information visit www.ci.com or contact your CI sales representative  

 
 
 
GLOSSARY OF TERMS 

Alpha: A measure of performance often considered the active return on an investment.  It gauges the performance of an investment against a market index or 
benchmark which is considered to represent the market’s movement as a whole. The excess return of an investment relative to the return of a benchmark index is 
the investment’s alpha. 

Credit rating/risk: An assessment of the creditworthiness of a borrower in general terms or with respect to a particular debt or financial obligation.  Credit risk is the 
risk of default on a debt that may arise from a borrower failing to make required payment. 

Derivatives: A financial security with a value that is reliant upon, or derived from, an underlying asset or group of assets. The derivative itself is a contract between 
two or more parties based upon the asset or assets. Its price is determined by fluctuations in the underlying asset.  

Duration: A measure of the sensitivity of the price of a fixed income investment to a change in interest rates. Duration is expressed as number of years. The price 
of a bond with a longer duration would be expected to rise (fall) more than the price of a bond with lower duration when interest rates fall (rise). 

Interest rate risk: Refers to the chance that investments in bonds will suffer, as the result of unexpected interest rate changes. 

Standard Deviation: A measure of risk in terms of the volatility of returns. It represents the historical level of volatility in returns over set periods. A lower standard 
deviation means the returns have historically been less volatile and vice-versa. Historical volatility may not be indicative of future volatility.  

Volatility: Measures how much the price of a security, derivative, or index fluctuates. The most commonly used measure of volatility when it comes to investment 
funds is standard deviation. 

Yield curve: A line that plots the interest rates of bonds having equal credit quality but differing maturity dates. A normal or steep yield curve indicates that long-
term interest rates are higher than short-term interest rates. A flat yield curve indicates that short-term rates are in line with long-term rates, whereas an inverted 
yield curve indicates that short-term rates are higher than long-term rates. 

Yield to maturity (YTM): The total expected return from a bond when it is held until maturity – including all interest, coupon payments, and premium or discount 
adjustments. 

IMPORTANT DISCLAIMERS 

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund and exchange-traded fund (ETF) investments. Please read the prospectus before 
investing. The indicated rates of return are the historical annual compound total returns net of fees and expenses payable by the fund (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. Mutual funds and ETFs are not guaranteed, their values change frequently, and past performance may not be repeated. You will usually pay 
brokerage fees to your dealer if you purchase or sell units of an ETF on recognized Canadian exchanges. If the units are purchased or sold on these Canadian exchanges, investors may pay 
more than the current net asset value when buying units of the ETF and may receive less than the current net asset value when selling them.  

This document is provided as a general source of information and should not be considered personal, legal, accounting, tax or investment advice, or construed as an endorsement or 
recommendation of any entity or security discussed. 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.  

Certain statements in this document are forward-looking. Forward-looking statements (“FLS”) are statements that are predictive in nature, depend upon or refer to future events or conditions, or 
that include words such as “may,” “will,” “should,” “could,” “expect,” “anticipate,” “intend,” “plan,” “believe” or “estimate” or other similar expressions. Statements that look forward in time or include 
anything other than historical information are subject to risks and uncertainties, and actual results, actions or events could differ materially from those set forth in the FLS. FLS are not guarantees 
of future performance and are by their nature based on numerous assumptions. Although the FLS contained herein are based upon what CI Global Asset Management and the portfolio 
manager believe to be reasonable assumptions, neither CI Global Asset Management nor the portfolio manager can assure that actual results will be consistent with these FLS. The reader is 
cautioned to consider the FLS carefully and not to place undue reliance on FLS. Unless required by applicable law, it is not undertaken, and specifically disclaimed, that there is any intention or 
obligation to update or revise FLS, whether as a result of new information, future events or otherwise. 

Certain statements contained in this communication are based in whole or in part on information provided by third parties and CI Global Asset Management has taken reasonable steps to 
ensure their accuracy. Market conditions may change which may impact the information contained in this document.  

The comparison presented is intended to illustrate the mutual fund’s historical performance as compared with the historical performance of widely quoted market indices or a weighted blend of 
widely quoted market indices or another investment fund. There are various important differences that may exist between the mutual fund and the stated indices or investment fund, that may 
affect the performance of each. The objectives and strategies of the mutual fund result in holdings that do not necessarily reflect the constituents of and their weights within the comparable 
indices or investment fund. Indices are unmanaged and their returns do not include any sales charges or fees. It is not possible to invest directly in market indices. 

Certain names, words, titles, phrases, logos, icons, graphics or designs in this document may constitute trade names, registered or unregistered trademarks or service marks of CI Investments 
Inc., its subsidiaries or affiliates, used with permission. 

http://www.ci.com/


© 2025 Morningstar Research, Inc. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar; (2) may not be copied or distributed; and (3) is not warranted to be 
accurate, complete or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information. Past performance is no guarantee 
of future results. 

Marret Asset Management Inc. is a portfolio sub-advisor to certain funds offered and managed by CI Global Asset Management. Marret Asset Management Inc., is a majority owned subsidiary 
of CI Financial Corp. and an affiliate of CI Global Asset Management. 

CI Exchange-Traded Funds (ETFs) are managed by CI Global Asset Management, a wholly-owned subsidiary of CI Financial Corp. (TSX: CIX). CI Global Asset Management is a registered 
business name of CI Investments Inc.                                                                                                                               

© CI Investments Inc. 2025. All rights reserved.  
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