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WHY INVEST IN THIS FUND

FUND OVERVIEW

•S
 eek to generate positive
returns that are uncorrelated
with those of broad-based
equity markets.

The Celernus Equity Neutral Fund (CENF) is a market neutral-biased, long/short
equity fund that aims to provide positive, low volatility returns that are uncorrelated
with those of the broad-based market indices. The fund seeks to generate returns
through the capture of quantitative alpha-generating fundamental and technical
factors in the U.S. large cap space.

•T
 ake steps to minimize
volatility of annual returns
over a market cycle.
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Manager:
Celernus Investment Partners Inc.

MONTHLY RETURNS (%) Class A

Inception Date: February 2015
AUM: 5.3 million
Minimum investment: $25,000
Advisory fee: 0.85%
Performance fee:
20%, after 6% hurdle
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HISTORICAL PERFORMANCE - GROWTH $10,000
$11,000

High water mark: Yes
$9,888.10

Subscriptions: Weekly
Redemptions: Weekly
Prime Broker:
National Bank Independent
Network (NBIN)
Auditor: BDO Canada LLP
Administrator:
Convexus Managed Services Inc.
Lawyer: WeirFoulds LLP
Eligible accounts:
RSP, RESP, RRIF, TFSA, cash

FUND CODES
CIP300A – No Load

INVESTMENT TEAM
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PUBLIC MARKET EXPOSURE
Long Exposure
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PUBLIC SECTOR ALLOCATION
SHORT

*Full Bio can be found at
www.celernus.com/people
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Chris Grant, CFA
Senior Partner
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COMMENTARY
The Celernus Equity Neutral Fund returned -0.32% for the first quarter of 2018. The
fund’s nearest benchmark, the HFRX Equity Neutral Index, returned 0.73% over the
same period. For context, first quarter returns for the long-only S&P 500 and S&P/TSX
Composite indices were -0.76% and -4.50% respectively.
The first quarter of 2018 was characterized by a return to higher levels of volatility, both
implied and realized. Following the equity market highs of late January, the VIX Index
spiked to 37 before settling at 20 by the end of March. Realized volatility also spiked higher,
with 30-, 60- and 90-day volatility all closing well above 15% at quarter-end.
We consider the level of realized volatility to be particularly important at this juncture.
Higher levels of realized volatility force strategic risk-parity and systematic investors to sell
assets to reduce their gross exposures. In essence, the higher levels of volatility brought on
by the first sellers resulted in continued high volatility by systematic investors.
This volatility is the result of concerns about inflation and its knock-on effects. In the
first quarter of 2018, the U.S. 10-year Treasury yield (a simple barometer of inflation
expectations) rose from 2.40% to as high as 2.95%. Meanwhile, the U.S. 2-year Treasury
yield (a simple barometer of how U.S. Federal Reserve Board (“Fed”) policymakers will
manipulate the Federal Funds rate) continued its grind higher from 1.88% to 2.26%. Market
expectations of higher inflation have increased, as have expectations for further Fed policy
intervention. With the Federal Funds target rate at 1.75%, the median expected rate by
the end of 2018 is 2.125%, as calculated by the Federal Open Market Committee (“FOMC”)
member dot plot. This implies there may be one or two additional interest rate increases
over the next three quarters.
We do maintain expectations of only modest gross domestic product growth over the next
several calendar quarters. These estimates are consistent with fair U.S. 10-year bond yields
in the range of 3.5% to 4.0%.
We continue to note the resilience of economic activity indicators, both soft survey
indicators such as ISM Manufacturing and hard indicators such as Industrial Production. The
employment situation also appears robust. We believe this will bode well for the economy
into the foreseeable future.
As is the new norm, wild card factors are likely to originate from activities in the U.S. Oval
Office. Most notable at present are the dynamics associated with the negotiation of new
trade deals. Since a good portion of these negotiations seems to be communicated via
social media, the opportunities for continued bouts of higher volatility will likely remain.

ABOUT US
Celernus manages
investment funds for highnet-worth individuals and
institutions. Our lineup of
actively managed, low-fee
solutions are built to help
investors achieve longterm financial success. We
manage our portfolios with
a lower-volatility approach
while also focusing on
alpha generation and
absolute returns.

CONTACT US
Celernus Investment
Partners Inc.
1300 Cornwall Road
Suite 204
Oakville, Ontario
L6J 7W5
289.863.1330
fax 1.855.870.7464
info@celernus.com

We contend that the U.S. economy remains on solid footing and that the higher levels
of equity market volatility are principally a structural liquidity function. In other words,
investors are selling equities not because the economy appears weak, but because of
factors driven by the investors’ particular strategies and mandates, with valuation and
volatility-targeting being two key examples.
We remain positive toward the U.S. economy and have slightly increased our net long
position in the Absolute Growth Fund. As realized volatility levels decline (a process that
involves both price and/or time), market participants who were systematic sellers at higher
volatility levels may return as buyers at lower volatility levels. We believe this would be
constructive for equities.

DISCLAIMER
Information about the Celernus Equity Neutral Fund (the “Fund”) is not to be construed as a public offering of securities in any jurisdiction of Canada. This Fund Fact sheet is for information
purposes only and does not constitute an offer to sell or a solicitation to buy any securities referred to herein. The offering of units of the Fund is made pursuant to an Offering Memorandum
and only to those investors in jurisdictions of Canada who meet certain eligibility or minimum purchase requirements. Important information about the Fund, including a statement of the Fund’s
fundamental investment objectives and risks, is contained in the Offering Memorandum, a copy of which may be obtained from Celernus Investment Partners Inc. or by contacting your advisor.
Please read the Offering Memorandum carefully before investing. Unit values and investment returns will fluctuate. You are encouraged to speak with a tax advisor as any distributions paid as
a result of capital gains realized by the Fund and income and dividends earned by the Fund are taxable in the year they are paid to you. The Funds are not guaranteed, their values change
frequently and past performance may not be repeated. Past performance does not guarantee future results. Unit value and investment returns will fluctuate and there is no assurance that a fund
can maintain a specific net asset value. All amounts herein are in Canadian dollars unless otherwise noted.

