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Positioning for “lower for longer” 

 
Over the past several months, we had been treading carefully amid a backdrop of a global 
deceleration and concerns about China. We gradually reduced the risk of the portfolios by adding 
U.S. Treasuries. Recent developments, including the slowing Chinese economy, its fragile financial 
markets, and rapidly sinking energy prices, have been acting as destabilizers and adding stress to 
the capital markets. We believe it is prudent to continue with a cautious approach for conservative 
and balanced investors while ensuring the portfolios remain optimized and on track to achieve 
their goals. To ensure investors are well protected, we have increased the exposure to global bonds 
within a number of the portfolios while reducing cash and other income asset classes. 
 
The global bond market has been slow to price in the reality of a “longer for longer” setting, which 
means that it continues to offer an attractive entry point. The positive carry from bonds allows us to 
get paid for protection rather than having to pay a premium, as would be the case with put options. 
Correlations between bonds and equities have continued to normalize since last summer. We 
expect to see further normalization, and thus better performance from bonds, should there be more 
volatility in the equity markets. In the event of a broad “risk-on” rally, the strong performance from 
other asset classes such as high-yield bonds and equities will offset any temporary downside from 
the bond positions. 
 
Evolution and Private Client Portfolios 
 
In April 2015, Enhanced Income Pool and Enhanced Income Corporate Class gained access to 
additional asset classes and portfolio managers, which provided the flexibility to promptly make 
asset allocation changes in a highly fluid income market. Earlier this month, we initiated a roughly 
4% allocation to Signature Global Bond Fund within the Enhanced Income strategies and funded the 
allocation with cash. Across the model portfolios, this change has added 0% to 1.6% to the global 
bond asset class. The most aggressive portfolios are least affected by this change given that they are 
designed for investors with higher risk tolerances. 
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Portfolio Select Series Funds 
 
Since the creation of the Portfolio Select Series program, we have typically used four multi-manager 
pools to construct each of the nine portfolios designed for a broad range of investors. We are now 
introducing a fifth component – Signature Global Bond Fund – to the following funds: Select 70i30e 
Corporate Class, Select 60i40e Corporate Class, Select 50i50e Corporate Class, Select 40i60e 
Corporate Class and Select 30i70e Corporate Class. 
 
This change enhances our flexibility to optimize the income components of the balanced portfolios 
to control duration and to help offset equity risks. (Note that Evolution and Private Client currently 
benefit from this flexibility through the use of multiple income pools.) The more aggressive funds, 
such as Select 100e Corporate Class, are designed for investors who can tolerate more risk, while 
the more conservative funds, such as Select Income Managed Corporate Class, have the appropriate 
duration given their smaller equity exposures and a more critical need to reduce interest rate risk. 
As a result, the changes were not made in those funds. Since early January, we have invested 
approximately 3% to 7% of these five portfolios in Signature Global Bond Fund and funded the 
purchases by reducing exposure to CI Income Fund and cash. 
 
Conclusion 
 
With attractive bond valuations and improving correlations, this is an opportune time to own more 
duration for downside protection. We have funded these purchases by reducing some combination 
of cash and other income-generating asset classes so as to preserve the total return potential. In the 
growth-oriented portfolios, which are designed for investors with longer investment horizons and a 
higher tolerance for risk, we are maintaining the current positioning, as we expect equities to 
deliver attractive returns and a healthy premium versus bonds over the long term. 
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