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Key takeaways

e In May, High Yield bond and loans prices came under pressure alongside Stocks, Treasury yields, and oil prices as sentiment was contending
with concerns around growth and trade. Although recent US economic data do not call for an urgent rate cut, market consensus now forecasts
and already prices in two 25bp cuts in 2019 from the current 2.25%-2.50% range, one in September and one in December. (further market
comments on the next page)

e The fund posted a monthly return of 0.1%, 10 bps above the benchmark.

e The PM team continues to see value in the High yield and loans space with a preference for leverage loans at the moment, while focusing on
credit selectiveness considering the maturing credit cycle.

Portfolio snapshot Performance MTD YTD 1yr 3yr 5yr  SinceInc.

Gross Yield 5.0% Mackenzie Unconstrained ncome Fund (F) 0% 38%  38%  60% 44%
Duration 3.3 years
Term 6.5 years FTSE Canada 91-Day T-Bill Index 0.0% 0.7% 1.6% 1.0% 0.9%
Average Rating BBB+ Excess Return 0.1% 3.1% 2.2% 5.0% 3.5%
AUM 1,9 Bn CAD

Key Contributors to Performance

Sector Allocation | « Duration exposure: active position on core long dated bonds: Government of Canada,

Bank Loans 23.8% Provincials and Guaranteed Canada Housing Trust.

High Yield Corporate Bonds  24.7%

Investment Grade & FRN 36.9% o Defensive allocation in favor of non-cyclical sectors: notably limited exposure to the
Preferred Shares 12% Energy sector (5% in the fund vs 14% in the US high index) as Energy was the worst
Cash + Working Capital 6.3% performing sector (-2.4% over the month)

e Country allocation tilted towards Canada: exposure to Canadian Investment Grade
(Corporate and government related), which rose 1.69% as measured by FTSE TMX

Rating allocation (ex cash) | Canada Bond Universe. Also, a small exposure to Emerging market bonds (2.7% in the

6% fund) which returned +0.49% as measured by the iShares USD Emerging Markets Bond
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0“ e Rating allocation: active exposure on investment grade which posted a positive total
e 23% y return and outperformed the sub-investment grade categories.
20% 13% %
10% % e Put protection: several puts were in the money during the month and generated a positive
0% return.
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Key Detractors to Performance
BFund mUS HY index ™

e High Yield Bonds exposure which Market index, the ICE BofAML US High Yield returned

(-1.27%).
Currency Exposure (gross/net) ‘
Gross Net e Position on the Floating Rate Loan market which underperformed (-0.22%) as
USD  521% 5.4% measured by the S&P LSTA Leveraged Loan index

0 0,
CAD 45.8% 94.0% e Exposure to underperforming Preferred shares which fell (-3.48%) as measured by the
Other  2.3% 0.6% BMO Preferred shares ETF (ZPR)
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Markets highlights

Total Returns

Valuation
High-yield bonds suffered their largest setback of 2019 in May as

Credit Market index Spreads ~ MTD YTD 2018 worsening trade tensions and deteriorating growth data led to lower
US Investment Grade * 135 1.4% 7.1% -2.3% Treasury yields, stocks and oil prices. HY concluded May down 1.27%
US High Yield ** 459 3% 7S -23% with the Energy sector (-3.17%) the biggest underperformer. HY bonds
sSSP LSTAL Loan ndex el 03 v 5'0% mal are still providing year-to-date gains of +7.42% with CCC-rated bonds

B s T Ovsié P o (+7.81%) narrowly outperforming B (+7.58%) and BB (+7.42%) rated
US LIBOR 3M 2.50% -7 -31 11 bonds.
Canada Govt 10 years 1.49% 22 -47 -8 Loan prices also came off -$0.69 in May (vs -$1.68 for bond index).
US Treasury 10 years 2.14% -37 -51 29 That said, leveraged loans were only down -0.24% in May which
Data as of May 31, 2019. Source Bloomberg and S&P. underperformed High-Grade (+1.39%) on the rate move, but also
“ICE BofAML US Corporate Master Index comfortably outperforming the S&P 500 (-6.35%) and HY (-1.27%).
** ICE BofAML US High Yield Master Il Index
Inflows and outflows
Figure 10: High-yield bond and loan default rates Outflows for loan mutual funds were heavier the past few weeks
160% 1 ] following a brief period of moderation. That said, CLO issuance ex-
140% - _rfi:ﬁ;m:ssz.f:;i refilresets did increase in the final week and totaled $10.0bn in May
1200 1 gt following a four-year high $15.7bn in April. Notably, net CLO issuance
o 100 - Flloks 1 9% totaling $54.9bn year-to-date is down -2.9% y/y. Leveraged loans are
'ij‘ 80% | g dsLech, providing a 5.29% gain year-to-date which is underperforming the S&P
% et 500 (+10.73%), high-yield bonds (+7.42%), and high-grade bonds
F o /”J ‘\ /“'\ (+6.97%).
ig; \ E— J\ o f\"\JJﬁ | J‘\ e  Corporate fundamentals
2285883888 Ze -y eera Credit metrics remain overall solid (Net leverage stable at 5.5 in
I < B T < B N C U S S T B B < B B S . . .
8388838888388888388882838 38 average for the Loan index and steady interest coverage ratio).
Source:J P Morgan Default rates stand at all-time lows (see cha

FOR ADVISOR USE ONLY. No portion of this, communication may be reproduced or distributed to the public as it does not comply with investor sales communication rules. Mackenzie
disclaims any responsibility for any advisor sharing this with investors. Commissions, trailing commissions, management fees, and expenses all may be associated with mutual fund
investments. Please read the prospectus before investing. The indicated rates of return are the historical annual compounded total returns as of April 30, 2019 including changes in unit
value and reinvestment of all distributions and does not take into account sales, redemption, distribution, or optional charges or income taxes payable by any security holder that would
have reduced returns. Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated. The rate of return is used only to illustrate the effects
of the compound growth rate and is not intended to reflect future values of the mutual fund or returns on investment in the mutual fund. Index performance does not include the impact of
fees, commissions, and expenses that would be payable by investors in the investment products that seek to track an index.

This document includes forward-looking information that is based on forecasts of future events as of April 30, 2019. Mackenzie Financial Corporation will not necessarily update the
information to reflect changes after that date. Forward-looking statements are not guarantees of future performance and risks and uncertainties often cause actual results to differ materially
from forward-looking information or expectations. Some of these risks are changes to or volatility in the economy, politics, securities markets, interest rates, currency exchange rates,
business competition, capital markets, technology, laws, or when catastrophic events occur. Do not place undue reliance on forward-looking information. In addition, any statement about
companies is not an endorsement or recommendation to buy or sell any security.

The content of this commentary (including facts, views, opinions, recommendations, descriptions of or references to, products or securities) is not to be used or construed as investment

advice, as an offer to sell or the solicitation of an offer to buy, or an endorsement, recommendation or sponsorship of any entity or security cited. Although we endeavour to ensure its
accuracy and completeness, we assume no responsibility for any reliance upon it.
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