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Market overview
During the first quarter of 2014, developed market central banks
continued to adopt more dovish policies in an effort to stimulate
growth. While still remaining extremely accommodative, the U.S.
Federal Reserve Board (Fed) continued to reduce its quantitative
easing program, bringing the monthly bond-buying program down
to a total of US$55 billion. Concerns over the emerging markets
increased during the quarter as slowing EM growth, particularly
China’s, and the Fed’s tapering led to increased uncertainty. EM
currencies depreciated as a result, which led to tighter monetary
policies from a number of EM central banks.
Frigid temperatures continued to weigh on parts of the economy
in the United States and Canada in the first quarter. Economic
data released in the quarter showed that U.S. GDP growth during
the fourth quarter fell to 2.6% (annualized), down from 4.1% in
the third quarter. However, market participants largely brushed
off the effects of the weather, expecting a rebound once the
weather improved. Despite the slowdown, the U.S.
manufacturing sector continued to improve, recording its 10th
consecutive month of expansion in February. Also, U.S. new
home sales, building permits and housing starts continued to
improve and the economy continued to add workers.
Inflation remained subdued during the quarter, well under the
Bank of Canada’s 2% target. Despite being subdued, however,
faster-than-expected inflation led to increasing inflation
expectations in the second half of the period.
The Canadian dollar depreciated from generally weak economic
data and from a speech given by Bank of Canada Governor
Stephen Poloz near the end of the period where he expressed
his concerns over sluggish growth in Canada and abroad and
reinforced the view that interest rates will remain low for some
time. Consequently, short-term rates fell marginally across most
of the Canadian money market curve.
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The Fund underperformed its benchmark during the quarter. We
slightly reduced the Fund’s term positioning from 53 days at the

beginning of the period to 45 days at the end, which remained
lower than the DEX 91-Day Treasury Bill Index. This detracted
from performance as a result of lower yields across the money
market curve.
The Fund’s total government exposure consists of Canada
Treasury bills, provincial short-term debt and short-term debt
issued by Canada Housing Trust, while the Fund’s corporate
exposure consists of bankers’ acceptances and bank deposit
notes. The Fund’s corporate paper stayed relatively stable during
the quarter at approximately 31%. The remaining exposure was
invested in short-term cash instruments.
The gross yield of the Fund remained stable during the quarter,
despite yields falling across the curve. The Fund maintained a
gross average yield of 1.1%, while the benchmark maintained an
average of 0.9%.

Outlook
Inflation expectations are slowly starting to rise in most
developed economies. Policy-makers, in an effort to remain
extremely accommodative, seem to be taking a more flexible
approach to inflation targeting, which is resulting in declining real
yields and in some cases, negative real yields. Central bankers’
tolerance of rising inflation expectations has been due to the
slower-than-expected economic recovery. This should continue
to provide an accommodative environment until the economy
becomes more self-sufficient and evidence of inflation becomes
more apparent.
We expect that growth will improve in 2014, which should lead to
modestly higher short-term rates over the course of the year as
market participants start to price in central bank rate hikes. We,
therefore, expect to maintain the Fund’s shorter-term positioning
relative to the benchmark.

The commentaries contained herein are provided as a general source of information based on information available as of March 31, 2014 and should not be
considered as personal investment advice or an offer or solicitation to buy and/or sell securities. Every effort has been made to ensure accuracy in these
commentaries at the time of publication; however, accuracy cannot be guaranteed. Market conditions may change and the manager accepts no responsibility
for individual investment decisions arising from the use of or reliance on the information contained herein. Commissions, trailing commissions, management
fees and expenses all may be associated with mutual fund investments. Please read the prospectus before investing. The performance data provided assumes
reinvestment of distributions only and does not take into account sales, redemption, distribution or optional charges or income taxes payable by any
securityholder that would have reduced returns. The annualized historical yield is based on the seven-day period ended on March 31, 2014 and does not
represent an actual one-year return. Mutual fund securities are not covered by the Canada Deposit Insurance Corporation or by any other government deposit
insurer. There can be no assurances that the fund will be able to maintain its net asset value per security at a constant amount or that the full amount of your
investment in the fund will be returned to you. Past performance may not be repeated. The information contained herein is designed to provide you with general
information related to investment alternatives and strategies and is not intended to be comprehensive investment advice applicable to the circumstances of the
individual. We strongly recommend that you consult with a financial advisor prior to making any investment decisions.

