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Fund Performance
In 2018, virtually every risk asset category generated
negative returns to varying degrees, with higher interest rates
the culprit in the first half of the year and downshifting
economic growth wreaking havoc in the fourth quarter. Until
the extremely volatile fourth quarter, the Fund had been
generating positive returns YTD, but it ended the year with a
slight loss.
In the fourth quarter, Purpose Strategic Yield Fund returned
-4.9% compared with -4.8% return for the iShares US High
Yield Bond Index ETF (XHY, CAD-Hedged). For the full year
2018, the Fund returned -1.2% versus -3.6% for XHY. Over
the past three years the Fund has returned 7.6% on an
annualized basis compared with 5.0% for XHY.
The top corporate bond return contributors to the Fund in the
fourth quarter were Largo Resources Ltd. 9.25% of 2021,
MEG Energy 6.375% of 2023 and Tesla, Inc. 5.375% of
2023. During the quarter, the top absolute contributor to
return was a long position in US Treasury bonds through the
iShares 20+ Year Treasury Bond ETF (TLT), as excess cash
was deployed in long duration government debt due to its
negative correlation with risk assets. The largest detractors
to return were CURO Financial Technologies Corp 8.25% of
2025, Enova International, Inc. 8.5% of 2024 and Vine
Resources Inc. 9.25% of 2023.
The Fund ended the year with an internal yield in the 8%
area, higher than the range of 6% to 7% throughout most of
the year.

Fund Positioning and Outlook
The Fund has exited the position in MEG Energy bonds
ahead of an imminent shareholder vote regarding its hostile
takeover by Husky Energy. While the bonds will trade higher
if the vote is successful, we view the risk/reward in the bonds
as less favourable now. While bonds of CURO Financial and
Enova, non-prime consumer lenders in the

US, were significant detractors in 4Q, we view the businesses
as positioned for continued earnings growth and resumption
of equity value creation.
Looking ahead to 2019, we think the economic and financial
market environment is favourable for corporate debt. We
view the recent volatility in debt and equity markets as an
overshoot caused by lower-growth concerns for 2019 and
2020, with financial markets discounting a significant
economic slowdown. The market’s view is inconsistent with
that of the Federal Reserve, which sees low to mid-2%
growth in 2019 with no recession in sight. Based on a number
of indicators we follow, we do expect slower US economic
growth in the US, consistent with the Fed in the 2%-2.5%
area. This would not be in recession territory, but rather a
normal slowdown within the ebbs and flows of the economic
cycle. Combined with extremely low interest rates and
continued moderate inflation, this spells out an environment
which remains accommodative for corporate credit and
should facilitate continuation of low default rates. To wit, in
the fourth quarter of 2018, high yield credit spreads widened
by 200 basis points to end at 573 basis points and a yield of
8.23%. That marks the highest yield since April 2016, which
was near the beginning of more than two years of strong
returns in the US high yield debt market.
While our larger picture view is that the bear market in
Treasury bonds began in mid-2016, in the near term there
has been respite from higher bond yields due to inflation
taking a pause (helped along by lower oil prices). The
increased supply of US government debt due to large budget
deficits will likely be absorbed by households given recent
financial market volatility. As financial markets get attuned to
the lower growth environment, we expect a resumption of
higher bond yields in the coming year. Historically, high yield
corporate debt has outperformed investment grade corporate
debt in periods of rising rates. We expect Fund positioning to
be consistent with this theme.
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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 technologydriven 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.

