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Market overview

Fund performance and outlook

By now the cat is out of the bag – October was a tough
month across risk asset classes. Every major category
lost money, with equities down 7% in the US and down
6% in Canada. Investment grade corporate debt and
high yield debt markets both traded down a couple of
percent, while in a surprise development, Canadian
preferred equity even traded lower.

Purpose Strategic Yield Fund declined 1.2% in the
month and remains up 2.7% YTD, roughly half the
October market decline. For perspective, passive high
yield strategies for Canadians returned to negative
YTD after a 2.3% October decline in iShares ETF
(XHY). The largest contributors to negative return in the
month were recent new issues Curo (CURO) 8.25% of
2025, Enova International (ENVA) 8.5% of 2024 and
Vine Resources (VRI) 9.75% of 2023. In the case of
CURO the Fund previously owned its bonds which
were called at a premium in September which had
contributed positive P&L.

At the risk of oversimplifying, we attribute the sell-off to
a number of factors including downshifting global and
US growth expectations, higher government bond
yields and global trade developments. On the whole,
earnings season has not been disappointing. We
believe markets are discounting events beyond nearterm earnings.
Government bonds started the month with increasing
yields but ended the month only slightly higher as
negative correlation between bonds and equities reappeared during late month volatility.
While we expect risk assets to be facing the headwind
of peak growth combined with higher bond yields for
some time, we are also sanguine on the prospects for
the global economy, led by the US, not hitting stall
speed. While expectations are downshifting, we do not
believe a recession is imminent or within the market’s
near-term discount range. True bear markets are
caused by recessions and we don’t see one in the
cards. While the current expansion has been long in
age, it has been only average in growth from the trough
of the expansion in 2009.

Our larger picture view is that government bonds are in
a bear market and thus we expect rising coupon rates
(adjusted upwards with bond yields) to bolster Fund
returns over time. The current bond bear market began
in July 2016 and we expect it to continue indefinitely.
Most recently, the international benchmark US 10-year
government bond yield reached a high of 3.23% (in
early November), a level not seen since 2011 and up
from 2.41% at the start of 2018. In the coming 12-24
months, we view supply and demand for government
debt globally as skewed heavily in favour of higher
bond yields, a change from the post-credit crisis norm.
The demand for government debt that has been
created by global central banks through quantitative
easing will be fading at the same time US budget
deficits increase supply of government debt.
Meanwhile, inflation rates have been bottoming
globally and may even be percolating upward for the
first time in years, led by US wage inflation. We
continue to position the Fund for a rising-interest-rate
environment.
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Redwood Asset Management Inc. amalgamated with its parent company, Purpose Investments Inc,. on March 31,
2018. Purpose is a different kind of investment company, with an unrelenting focus on client-centric innovation. We
offer a range of managed and quantitative investment products, with each product designed to have a clear purpose
– to meet a specific goal in building resilient portfolios for our clients. Purpose Investments is a division of Purpose
Financial, an independent technology-driven financial services company.
The content of this document is for informational purposes only, and is not being provided in the context of an
offering of any securities described herein, nor is it a recommendation or solicitation to buy, hold or sell any
security. The information is not investment advice, nor is it tailored to the needs or circumstances of any investor.
Information contained on this document is not, and under no circumstances is it to be construed as, an offering
memorandum, prospectus, advertisement or public offering of securities. No securities commission or similar
regulatory authority has reviewed this document and any representation to the contrary is an offence. Information
contained in this document is believed to be accurate and reliable, however, we cannot guarantee that it is
complete or current at all times. The information provided is subject to change without notice and neither Purpose
Investments Inc. nor is affiliates will be held liable for inaccuracies in the information presented.
Commissions, trailing commissions, management fees and expenses all may be associated with investment
funds. Please read the prospectus before investing. If the securities are purchased or sold on a stock exchange,
you may pay more or receive less than the current net asset value. The indicated rate of return is the historical
annual compounded total return including changes in share/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
securityholder that would have reduced returns. Investment funds are not guaranteed, their values change
frequently and past performance may not be repeated.
Certain statements in this document are forward-looking. Forward-looking statements (“FLS”) are statements that
are predictive in nature, depend on or refer to future events or conditions, or that include words such as “may,”
“will,” “should,” “could,” “expect,” “anticipate,” intend,” “plan,” “believe,” “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 in this document are based upon what Purpose Investments and the portfolio manager believe to be
reasonable assumptions, Purpose Investments and the portfolio manager cannot 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 the 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.

