
 

  

 

 This interim management report of fund performance contains financial 
highlights but does not contain either the interim financial report or the 
complete annual financial statements of the investment fund. You can get 
a copy of the annual financial statements at your request, and at no cost, 
by calling us directly at 1.800.939.9674, by writing to us at 1400 – 130 
King St. W., P.O. Box 240, Toronto, ON, M5X 1C8 or by visiting our website 
at www.cclfundsinc.com, or SEDAR at www.sedar.com. 
 

Security holders may also contact us using one of these methods to request 
a copy of the investment fund’s interim financial report, proxy voting 
policies and procedures, proxy voting disclosure record, or quarterly 
portfolio disclosure. 
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Results of Operations   

At June 30, 2022, CC&L Alternative Income Fund (the “Fund”) held $26.2 million in total net assets. 
During the period, investors in Series A units in the Fund experienced a return of -8.67%. The benchmark 
for the Fund (FTSE Canada 91 Day TBill Index) returned 0.28% over the period. The performance of the 
different series within the funds will vary due to the differences in their expense structures. For specific 
returns by series, please refer to the “Past Performance” section of this report. 

Virus anxieties dissipated in the first quarter of 2022, and were overtaken by a combination of heightened 
geopolitical tensions and exacerbated inflationary pressures. Russia invaded Ukraine in February, resulting 
in a significant humanitarian crisis and also a surge in commodity prices which compounded the 
stubbornly strong inflation releases that showed no signs of easing. This created a sense of urgency for 
monetary policymakers to bring inflation under control, and central banks kicked off their rate hiking 
cycles in the first quarter.  

Persistently high and accelerating inflation remained the dominant theme in the second quarter. Measures 
of inflation surged to multi-decade highs, defying expectations of a deceleration. Monetary policymakers 
aggressively stepped up their tightening in an attempt to actively restricting economic growth to prevent 
the high rates of inflation from becoming engrained into consumer psychology. As a result, anxieties 
surrounding recession grew significantly in the second quarter. Market volatility erupted as investors grew 
increasingly concerned about the persistently high inflation and tightening in financial conditions, 
coupled with slowing economic momentum and increased recession risk. Equity markets plummeted, in 
many cases into bear market territory while bond yields surged globally. Shorter-term yields rose by more 
than 200 basis points (bps), while longer-term yields rose modestly less. Overall, the Bank of Canada (BoC) 
and the US Federal Reserve (Fed) raised their target interest rates by 125 bps and 150 bps, respectively, 
in the first six months of the year.  

The Fund’s performance was negative in the first half of the year, as soaring bond yields and widening 
credit spreads both weighed on performance. Security selection provided a positive offset, with 
contributions from net long positions in select US leisure and telecommunications companies, and net 
short positions in select US retailers and airlines. Within macro strategies, the yield curve flattening 
position established in February, as well as a global relative value position that favoured Canada 
government bonds relative to US Treasuries, also contributed to performance. 
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Leverage 

Leverage occurs when the Fund borrows money or securities, or uses derivatives, to generate investment 
exposure that is greater than the amount invested.  

The Fund’s leverage is determined by calculating the aggregate exposure through the sum of following: 
(i) the market value of the Fund’s short positions; (ii) the amount of cash borrowed for investment 
purposes; and (iii) the notional value of the Fund’s specified derivatives positions excluding any specified 
derivatives used for hedging purposes. The Fund’s exposure to leverage must not exceed 300% of the 
Fund’s Net Asset Value (“NAV”).  

During the period ended June 30, 2022, the Fund’s aggregate exposure ranged from 85.2% to 187.3% of 
the Fund’s NAV. The aggregate exposure to leverage was within the expected range as outlined in the 
simplified prospectus. As at June 30, 2022, the Fund’s aggregate exposure was 182.1% of the Fund’s NAV. 
The primary sources of leverage were short positions in fixed income securities, short positions in short 
term investments and short bond futures.  

A component of the Fund’s leverage is cash borrowing, comprised of bank indebtedness with prime 
brokers. Such facilities are repayable on demand. During the period ended June 30, 2022, the Fund’s 
range of bank indebtedness was $Nil to $7,973,344 with an average interest rate of 5.32%. As at June 30, 
2022, the borrowing represented 3.9% of the Fund’s NAV. 

Recent Developments 

Inflation accelerated during the first half of the year, which kept monetary policymakers committed to 
their tightening plans. We expect policymakers to continue with interest rate increases until restrictive 
policy has been achieved, even with the prospect of slowing economic momentum. While inflation is likely 
to decelerate as commodity prices soften and higher interest rates moderate spending, it is likely to remain 
well above central bank targets. We expect economic growth to deteriorate and the risk of recession to 
rise as a result. While we don’t anticipate a recession in 2022 given continued robust labour markets, we 
believe the likelihood of a recession in early 2023 has clearly increased. 
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Caution regarding forward-looking statements 

Certain portions of this report, including, but not limited to, “Results of Operations” and “Recent 
Developments”, may contain forward looking statements including, but not limited to, statements 
relating to the Fund, its strategy, risks, expected performance and condition. The use of any of the words 
“anticipate”, “may”, “will”, “expect”, “estimate”, “should”, “believe” and similar expressions are 
intended to identify forward-looking statements. In addition, any statement that is predictive in nature, 
that depends upon or refers to future events or conditions, or that may be made concerning future 
performance, strategies or prospects, and possible future action to be made by the Fund, the Manager 
and the Fund’s portfolio manager, is also a forward-looking statement.   

Such statements reflect the opinion of CFI and the Fund’s portfolio manager, Connor, Clark & Lunn 
Investment Management Ltd., regarding factors that might be reasonably expected to affect the 
performance and the distributions on units of the Fund, and are based on current expectations and 
projections about future general economic, political and relevant market factors, such as interest rates, 
foreign exchange rates, equity and capital markets, regulatory framework and the general business 
environment and other relevant information available at the time of this report. Changes in these factors 
may cause actual results to differ materially from the forward-looking information.  

CFI believes that the expectations reflected in these forward-looking statements and in the analysis are 
reasonable, but no assurance can be given that these expectations or the analysis will prove to be correct 
and accordingly they should not be unduly relied on. These statements speak only as of the date of this 
report. Actual events and outcomes may differ materially from those described in these forward-looking 
statements. 

We stress that the above mentioned list of important factors is not exhaustive. We encourage you to 
consider these and other factors carefully before making any investment decisions and we urge you to 
avoid placing any undue reliance on forward-looking statements. Further, you should be aware of the fact 
that there is no specific intention of updating any forward-looking statements contained therein whether 
as a result of new information, future events or otherwise. 
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Related Party Transactions 

CFI is affiliated with Connor, Clark & Lunn Financial Group Ltd. As disclosed in the prospectus and annual 
information form, the portfolio manager retained by the Fund, Connor, Clark & Lunn Investment 
Management Ltd., is also affiliated with Connor, Clark & Lunn Financial Group Ltd. During the period 
ended June 30, 2022, no additions or deletions were made to the portfolio managers providing services 
to the Fund. 

As Manager, CFI receives management fees with respect to the day-to-day business and operations of the 
Fund, calculated based on the net asset value of each respective series of units of the Fund, as described 
in the section entitled “Management Fees”. These management fees are charged in the normal course of 
business and are measured at their exchange amount, which approximates that of an arm’s length 
transaction. 

Recommendations or reports by the Independent Review Committee 

The Independent Review Committee tabled no special reports and made no reportable material 
recommendations to the manager of the Fund during the period ended June 30, 2022. 
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The Fund's Net Assets Attributable to Holders of Redeemable Units per Unit(1)

Series A Jun 30'22 Dec 31'21 Dec 31'20 Dec 31'19 (4 )

Net  Asset s, beginning of  per iod (1) $9.32 $9.68 $9.85 $10.00
Increase (decrease) from operat ions:
Total revenues                     0.18                     0.52                     0.46                     0.36 
Total expenses                   (0.10)                   (0.34)                   (0.33)                   (0.20)
Realized gains (losses) for the period                   (0.55)                     0.28                     0.02                   (0.04)
Unrealized gains (losses) for the period                   (0.33)                   (0.15)                     0.05                   (0.07)
Total  increase (decrease) from operat ions (2)             (0.80)               0.31               0.20               0.05 
Dist r ibut ions:
From net investment income (excluding dividends)                   (0.13)                   (0.66)                   (0.36)                   (0.23)
From dividends                            -                         -                           -                           -   
From capital gains                            -                   (0.01)                   (0.28)                   (0.07)
Return of capital                            -                         -                           -                           -   
Total  di st r ibut ions(2,3)             (0.13)             (0.67)             (0.64)             (0.30)

Net  asset s at  June 30 or  December 31 of  year  shown(1,2) $8.38 $9.32 $9.68 $9.85

Series A inception date: February 15, 2019

Series F Jun 30'22 Dec 31'21 Dec 31'20 Dec 31'19 (4 )

Net  Asset s, beginning of  per iod (1) $9.54 $9.78 $9.86 $10.00
Increase (decrease) from operat ions:
Total revenues                     0.19                     0.45                     0.47                     0.42 
Total expenses                   (0.06)                   (0.19)                   (0.20)                   (0.15)
Realized gains (losses) for the period                   (0.57)                     0.26                   (0.01)                   (0.09)
Unrealized gains (losses) for the period                   (0.34)                   (0.04)                   (0.48)                   (0.09)
Total  increase (decrease) from operat ions (2)             (0.78)               0.48             (0.22)               0.09 
Dist r ibut ions:
From net investment income (excluding dividends)                   (0.14)                   (0.71)                   (0.38)                   (0.26)
From dividends                            -                         -                           -                           -   
From capital gains                            -                   (0.01)                   (0.28)                   (0.07)
Return of capital                            -                         -                           -                           -   
Total  di st r ibut ions(2,3)             (0.14)             (0.72)             (0.66)             (0.33)

Net  asset s at  June 30 or  December 31 of  year  shown(1,2) $8.63 $9.54 $9.78 $9.86

Series F inception date: February 15, 2019

Series I  Jun 30'22 Dec 31'21 Dec 31'20 Dec 31'19 (4 )

Net  Asset s, beginning of  per iod (1) $9.92 $10.04 $9.97 $10.00
Increase (decrease) from operat ions:
Total revenues                     0.20                     0.47                     0.48                     0.39 
Total expenses                   (0.04)                   (0.06)                   (0.08)                   (0.06)
Realized gains (losses) for the period                   (0.58)                     0.30                     0.21                     0.03 
Unrealized gains (losses) for the period                   (0.36)                   (0.08)                     0.15                   (0.04)
Total  increase (decrease) from operat ions (2)             (0.78)               0.63               0.76               0.32 
Dist r ibut ions:
From net investment income (excluding dividends)                   (0.14)                   (0.74)                   (0.38)                   (0.27)
From dividends                            -                         -                           -   
From capital gains                            -                   (0.01)                   (0.29)                   (0.08)
Return of capital                            -                         -                           -                           -   
Total  di st r ibut ions(2,3)             (0.14)             (0.75)             (0.67)             (0.35)

Net  asset s at  June 30 or  December 31 of  year  shown(1,2) $9.00 $9.92 $10.04 $9.97

Series I inception date: February 15, 2019

(4) For the period from February 15, 2019 (date of commencment of operations) to December 31, 2019.

(3) Distributions were paid to unitholders by way of a combination of both cash payments and reinvestments in additional units of the Fund.

The following tables show selected key financial information about the Fund and are intended to help you understand the Fund’s financial performance since
inception. The information is derived from the Fund’s unaudited interim financial statements and audited annual financial statements.

(1) This information is derived from the Fund’s unaudited interim financial statements and audited annual financial statements prepared in accordance with
International Financial Reporting Standards ("IFRS").  

(2) Net assets and distributions are based on the actual number of units outstanding at the relevant time. The increase or decrease from operations is based on the
weighted average number of units outstanding over the financial period.  This table is not meant to be a reconciliation of beginning to ending net assets per share.
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Ratios & Supplemental Data:
Series A Jun 30'22 Dec 31'21 Dec 31'20 Dec 31'19 (6)

Total net asset value (‘000s)(1) $105 $99 $129 $192
Number of units outstanding(1) 12,555 10,663 13,335 19,500
Management expense ratio(2) 2.10% 3.32% 2.60% 1.94%
Management expense ratio before waivers or absorptions (3) 2.10% 3.32% 2.60% 1.94%

Portfolio turnover rate(4) 258.92% 451.19% 509.63% 520.71%
Trading expense ratio(5) 0.33% 0.21% 0.32% 0.32%
Net asset value per unit $8.38 $9.32 $9.68 $9.85

Series A inception date: February 15, 2019

Series F Jun 30'22 Dec 31'21 Dec 31'20 Dec 31'19 (6)

Total net asset value (‘000s)(1) $2,874 $2,782 $1,528 $3,466
Number of units outstanding(1) 333,173 291,593 156,304 351,369
Management expense ratio(2) 0.99% 1.76% 1.68% 1.26%
Management expense ratio before waivers or absorptions (3) 0.99% 1.76% 1.68% 1.26%

Portfolio turnover rate(4) 258.92% 451.19% 509.63% 520.71%
Trading expense ratio(5) 0.33% 0.21% 0.32% 0.32%
Net asset value per unit $8.63 $9.54 $9.78 $9.86

Series F inception date: February 15, 2019

Series I Jun 30'22 Dec 31'21 Dec 31'20 Dec 31'19 (6)

Total net asset value (‘000s)(1) $23,232 $33,901 $27,640 $25,685
Number of units outstanding(1) 2,582,314 3,416,269 2,752,328 2,576,286
Management expense ratio(2) 0.48% 0.40% 0.52% 0.31%

Management expense ratio before waivers or absorptions (3) 0.48% 0.40% 0.52% 0.31%

Portfolio turnover rate(4) 258.92% 451.19% 509.63% 520.71%
Trading expense ratio(5) 0.33% 0.21% 0.32% 0.32%
Net asset value per unit $9.00 $9.92 $10.04 $9.97

Series I inception date: February 15, 2019

(6) As at December 31, 2019 or for the period from February 15, 2019 (date of commencement of operations) to December 31, 2019, as applicable.

(1) This information is provided as at June 30 or December 31 of the years shown.

(2) Management expense ratio is based on total expenses (excluding margin interest, commissions and other portfolio transaction costs) for the stated period and is
expressed as an annualized percentage of daily average net asset value during the period.

(3) The manager of the Fund, CC&L Funds Inc., may waive certain fees or absorbed certain expenses otherwise payable by the Fund. The amount of expenses waived or
absorbed is determined periodically on a series by series basis at the discretion of the manager and the manager can terminate the waiver or absorption at any time.

(4) The Fund’s portfolio turnover rate indicates how actively the Fund's portfolio advisor manages its portfolio investments. A portfolio turnover rate of 100% is
equivalent to the Fund buying and selling all of the securities in its portfolio once in the course of the year. The higher a fund's portfolio turnover rate in a year, the
greater the trading costs payable by the fund in the year, and the greater the chance of an investor receiving taxable capital gains in the year. There is not necessarily a
relationship between a high turnover rate and the performance of a fund.

(5) The trading expense ratio represents margin interest, borrow fees on investments sold short, total commissions and other portfolio transaction costs expressed as an
annualized percentage of daily average net asset value during the period.
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Management Fees 

The Fund is managed by CFI. As consideration for providing investment advisory and management 
services, CFI receives a management fee from the Fund, based on the net asset value of the respective 
series, calculated daily and payable monthly in arrears. In respect of units of all series of the Fund other 
than Series I, the management fee is paid by the Portfolio to CFI. Management fees in respect of Series I 
units are arranged directly and charged outside the Portfolio. Management fees on Series I units are not 
expenses of the Portfolio. CFI uses a portion of management fees to pay for trailing commissions to 
registered dealers (if applicable) based on amounts invested in the Fund. CFI uses the remaining portion 
of the management fees to pay for investment advice, including fees charged by the Fund’s portfolio 
manager, and general administration expenses and retains the balance for profit. The following table 
summarizes the annual management fee rates (excluding GST and HST) of each series of the Fund, 
expressed as a percentage of the Fund’s value, and the portion used for dealer compensation and the 
portion used for or attributed to investment advice, general administration and profit. 

   
As a percentage of 
management fees 

  
Annual 

Rates 
Dealer 

Compensation 

Investment advice,  
administration and 

profit 

Series A 1.45% 68.97% 31.03% 

Series F 0.45% 0.00% 100.00% 

Series I 0.00% 0.00% 0.00% 

       

 

Performance Fees  

The Fund pays a quarterly performance fee to the Manager, calculated and accrued daily. The performance 
fee is based on the performance of a Series of the Fund relative to the performance of the Fund’s hurdle 
and is equal to 15% of the amount by which the Fund outperforms the hurdle. The performance fee is 
applicable to Series A and Series F units. Unitholders of Series I units may negotiate a performance fee to 
be paid by the investor directly to the Manager. The FTSE Canada 91 Day T-bill Index return is the hurdle 
for the Fund.   

MANAGEMENT FEES 
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Past Performance 

The performance information shown below assumes that all distributions made by the Fund in the periods 
shown were reinvested in additional units of the Fund. Note that the performance information does not 
take into account sales, redemption, distribution or other optional charges that would have reduced 
returns or performance. How the Fund has performed in the past does not necessarily indicate how it will 
perform in the future. 

Year-by-year Returns 

The following bar charts show the Fund’s annual performance for each of the years shown, and illustrate 
how the Fund’s performance has changed from year to year, for each series of the Fund. The charts show, 
in percentage terms, how much an investment made on the first day of each financial period would have 
grown or decreased by the last day of each financial period. 

 

Series A 
 

 

Performance for 2019 represents returns from February 15 to December 31, 2019. Performance for 2022 
represents returns from January 1, 2022 to June 30, 2022. 
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Series F 
 

 

Performance for 2019 represents returns from February 15 to December 31, 2019. Performance for 2022 
represents returns from January 1, 2022 to June 30, 2022. 

 

Series I 

 

 
Performance for 2019 represents returns from February 15 to December 31, 2019. Performance for 2022 
represents returns from January 1, 2022 to June 30, 2022. 
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The following bar chart shows the performance of the Fund’s long and short portfolio positions for the 
period from January 1, 2022 to June 30, 2022 before deducting fees and expenses and before the impact 
of other assets less liabilities. 

 
 

 
*Bar charts stand for contributions of 2022 YTD as of 06/30/2022 
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1 Canada   0.50%  2030.12.01 13.9 1 Canada   1.50%  2024.05.01 (13.7)

2 Canada   1.50%  2031.12.01 7.7 2 Quebec   3.10%  2051.12.01 (9.5)

3 Canada   2.00%  2032.06.01 6.4 3 Canada   1.00%  2027.06.01 (8.1)

4 Lithia Motors Inc   3.88%  2029.06.01 5.8 4 United Rentals North Am   5.25%  2030.01.15 (4.8)

5 Verizon Communications   2.55%  2031.03.21 5.6 5 Allison Transmission Inc   5.88%  2029.06.01 (4.4)

6 Ford Motor Credit Co Llc   4.06%  2024.11.01 5.4 6 Baytex Energy Corp   8.75%  2027.04.01 (4.2)

7 Centene Corp   2.45%  2028.07.15 4.3 7 Ontario   2.55%  2052.12.02 (3.7)

8 Bank Of Montreal   3.65%  2027.04.01 4.2 8 Canada   2.25%  2029.06.01 (3.4)

9 Vmware Inc   1.80%  2028.08.15 3.7 9 Loblaw Cos Ltd   2.28%  2030.05.07 (3.3)

10 Cinemark Usa Inc   5.88%  2026.03.15 3.7 10 Vistra Operations Co Llc   5.63%  2027.02.15 (2.8)

11 Sprint Corp   7.63%  2025.02.15 3.7 11 American Airlines/Aadvan   5.75%  2029.04.20 (2.7)

12 Ontario   2.05%  2030.06.02 3.6 12 Us Treasury N/B   2.25%  2052.02.15 (2.5)

13 Sysco Corporation   3.25%  2027.07.15 3.5 13 Callon Petroleum   8.00%  2028.08.01 (2.4)

14 Nissan Motor Co   4.81%  2030.09.17 3.5 14 Aramark Services Inc.   5.00%  2028.02.01 (2.4)

15 British Columbia   2.75%  2052.06.18 3.0 15 Capital Power Corp   3.15%  2032.10.01 (2.2)

16 T-Mobile Usa Inc   3.38%  2029.04.15 2.9 16 Quebec   2.85%  2053.12.01 (1.9)

17 Equinix Inc   2.15%  2030.07.15 2.8 17 United Airlines Inc   4.63%  2029.04.15 (1.8)

18 Alberta   3.10%  2050.06.01 2.7 18 Cumulus Media New Hldgs   6.75%  2026.07.01 (1.8)

19 Canadian Imperial Bank   4.95%  2027.06.29 2.7 19 Brookfield Renewable Par   4.25%  2029.01.15 (1.8)

20 Amc Entertainment Hldgs  10.00%  2026.06.15 2.6 20 Lamar Media Corp   4.88%  2029.01.15 (1.7)

21 Csc Holdings Llc   5.38%  2028.02.01 2.5 21 Lamar Media Corp   3.75%  2028.02.15 (1.6)

22 Bank Of Nova Scotia   2.84%  2024.07.03 2.4 22 Delta Air Lines Inc   7.38%  2026.01.15 (1.5)

23 Canada   2.75%  2064.12.01 2.4 23 Outfront Media Cap Llc/C   4.63%  2030.03.15 (1.5)

24 Canada   2.00%  2051.12.01 2.3 24 Nordstrom Inc   5.00%  2044.01.15 (1.4)

25 Kraft Heinz Foods Co   3.88%  2027.05.15 2.2 25 Ontario Power Generation   3.65%  2050.09.13 (1.4)

Top long positions as a percentage of total net asset value 103.8 (86.7)

Long Short Net Long Short Net

15.9 15.9 138.2 (57.5) 80.7

185.1 (98.9) 86.2 46.9 (41.4) 5.5

0.8 (0.8) 0.0 15.9 15.9
Currency forward contracts 0.5 (1.1) (0.6) 0.8 (0.8) 0.0
Credit default swaps 0.0 Currency forward contracts 0.5 (1.1) (0.6)

(1.5) (1.5) Credit default swaps 0.0 

200.8 (100.8) 100.0 (1.5) (1.5)

200.8 (100.8) 100.0

Long Short Net

Canada 81.9 (56.8) 25.1 Canadian dollar 61.4 
United States 93.7 (42.1) 51.6 U.S. dollar 38.6 
Foreign 9.5 9.5 100.0
Short-term investments 15.9 15.9
Futures contracts* 0.8 (0.8) 0.0

Currency forward contracts 0.5 (1.1) (0.6) AAA 49.4

Credit default swaps 0.0 AA 7.7

Other assets less liabilities (1.5) (1.5) A 22.3

200.8 (100.8) 100.0 BBB 62.7

BB 33.1

B 20.2

CCC 6.1

201.5

Bonds by Credit Rating** % of Net Asset Value

Net Currency Exposure

Note: The investments and percentages may have changed by the time you purchase units of this Fund.  The top 25 investment holdings are made available quarterly, 60 days after 
quarter end.

* - Notional principal values represent (45.2)% of total net assets for Canadian 5-Year Bond Futures, (25.7)% of total net assets for CBOT US 10 Year T-Note Futures, 13.2% of total net 
assets for Canadian 10 Year Bond Futures, (8.4)% of total net assets for Montreal Canadian 2-Year Futures, and 7.6% of total net asset value for CBOT Ultra Bond Futures.

% of Net Asset Value

** - Credit ratings are determined from a composite of bond rating services such as Standard & Poor's, Moody's and Dominion Bond Rating Services.

Canadian government bonds

Futures contracts* Short-term investments

Futures contracts*

Other assets less liabilities

Other assets less liabilities

Regional Allocation % of Net Asset Value

% of Net Asset Value % of Net Asset Value

Portfolio Allocation Sector Allocation

Short-term investments Corporate bonds

Bonds

Top short positions as a percentage of total net asset value

Below is a breakdown of the Fund's investment holdings as at June 30, 2022.  The individual holdings and their relative percentage of the overall fund will change 
between reporting periods as markets change and the portfolio manager buys and sells individual securities.

Top 25 Investments - Long % of Net Asset Value Top 25 Investments - Short % of Net Asset Value

SUMMARY OF INVESTMENT PORTFOLIO 


