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CI FINANCIAL INCOME FUND      

Recent Price C$29.41
Symbol  CIX-UN
Units O/S    280 million
52 Wk. Range $22.95-$31.63
Year End   December 31

 DCPU  Yield
2006A  $2.02 6.8%
2007E $2.39 8.1%
2008E $2.60 8.8% 
AUM $ Bill  $64.4 

 Amount Yield
DCPU $ $2.16 7.3%  

Data Source: BigCharts.com

CI Financial Income Fund promotes and manages mutual funds and other investment 
products through its wholly-owned subsidiaries CI Investments Inc. and Assante 
Corporation.

REDUCED TO HOLD - 12 MONTH TARGET MAINTAINED AT $29.50
CI Financial Income Trust (CIX) reported EBITDA in line with our expectations for the period ended 
March 31, 2007, its third quarter as an income trust (CIX switched its year-end to December from May 30 
when it converted to an income trust structure).  EBITDA was $176 million or $0.63 per unit up 28% over 
the quarter ended February 28, 2006.  CIX reported EPU (Earnings Per Unit) of $0.51 which was $0.02 per 
unit below our estimate but that was due to higher amortization of DSC (resulting from higher mutual fund 
sales), the latter is not factored into EBITDA. The better Y/Y earnings were largely driven by asset growth 
and continued cost control.  CIX remains probably the most effi cient mutual fund company in Canada.  CIX 
maintained its distribution per unit at $0.18 monthly or $2.16 annually. 

For fi scal 2007, we are maintaining our EBITDA forecast of $2.72 per unit and our estimated Distributable 
Cash Per Unit (DCPU) of $2.39.  Estimated cash distribution in 12 months is expected to be increased 
further to $2.25 per unit level ($0.1875 per unit monthly) from $2.16 currently.  The latter is down from our 
previous estimate of $2.34 per unit as we now expect the payout to be closer to 95%.  For 2008, we forecast 
EBITDA to increase to $2.95 per unit and estimate DCPU at $2.60 with a cash distribution of $2.47 per unit, 
the latter is down from $2.55 per unit previously.  We have reduced CIX to a HOLD from a BUY with a 12 
month expected total return of 7.3%.  

Valuation
CIX remains one of the best run mutual fund companies in Canada, however margins are now likely to come 
under pressure on the mutual fund side as future acquisitions (consolidation opportunities) seem less likely and 
bank competition remains tough.  The purchase of Rockwater seems to be a good opportunity and directed at 
diversifi cation particularly by entering the capital markets business, however that may take some time.  This 
new space is also dominated by the big banks but CIX may fi nd more opportunity for acquisitions in this 
space.  We have maintained our 12 month share price target for CIX at $29.50 which implies an EBITDA 
per share multiple of 10.0x on our 2008 forecast with a current yield and one year return of 7.3%.  
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Buy

Target Price

$29.50

Risk

Low

Average Daily Volume

150 day: 592,500   
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Other Quarterly Highlights 
 
• EBITDA for Q1/07 was $176 million or $0.63 per unit ($0.64 excluding equity-based 

compensation) down from $182 million or $0.65 per unit in Q4/06 but up 26% over the 
3 month period ended February 28, 2006.  There is no comparable period for comparison 
due to the year end change.

• The quarter saw net mutual fund sales (long-term funds) of $817 million down over 40% 
from the same period last year while gross sales remained strong at $3.5 billion.  The 
departure of Kim Shannon, manager of the CI Canadian Investment Fund was in part 
responsible for the lower net sales.  Total AUM increased to $64.6 billion as at the end of 
March up 15% Y/Y. 

• As at the end of April 2007 AUM increased to $69.0 billion which includes Rockwater.

• Total fee earning assets (AUA) assets at the end of March were $84.3 billion increasing to 
$98.6 billion as at the end of April also due to the inclusion of Rockwater.

• Management fees increased to $315 million up from $307 million in the previous period 
and up 13% Y/Y.

• CIX operating margin as a percentage of AUM was 1.10% in the quarter about equal to 
the previous quarter and the same quarter last year.

Update On Rockwater Acquisition – Impact On EBITDA Could Be Big In 2008

CIX recently completed the acquisition of Rockwater Capital Corporation (Rockwater 
– see details below), an independent fi nancial services company in three related businesses: 
investment counselling and portfolio management (KBSH Capital Management Inc.), retail 
investment management (Lakeview Asset Management Inc.) and a full service investment 
dealer (Blackmont Capital Inc.).  

Management indicated that the Rockwater acquisition would be EBITDA accretive in 
Q2/07 by $10 to $11 million (before interest expense).    We believe the acquisition places 
CIX squarely in the capital markets business as with Dundee Wealth and the major banks.  
Although it gives CIX new retail distribution it could add signifi cant leverage in capital 
markets (institutional commissions & underwriting fees).  Management stated that it would 
continue to build the capital markets side of the business in order to build a strong retail 
brokerage business.  We doubt that CIX will hesitate to use its clout in paying all those 
institutional commissions to the major banks to get better deal syndication positions.  CIX 
seems to have found a new business to consolidate so expect more deals to come.
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expressed in its research represent eResearch’s judgment as of the date of its reports and are subject to change without notice and are provided in good faith 
and without legal responsibility.  Its research is not an offer to sell or a solicitation to buy any securities.  The securities discussed may not be eligible for sale 
in all jurisdictions.  Neither eResearch nor any person accepts any liability whatsoever for any direct or indirect loss resulting from any use of its research or 
the information it contains. This report may not be reproduced, distributed or published without the express permission of eResearch.

More About Rockwater

Rockwater is relatively small with total annual revenues of about $225 million, an EBITDA 
of about $29 million and negative net income of about $3 million.  Total Assets under 
Management (AUM) are $3.8 billion and total Assets under Administration (AUA )  are $9.4 
billion.  As noted it has 3 operating divisions.

1. Wealth Management (63% of revenues): Consists of 180 Investment Advisors with 
AUA of $9.4 billion.  Revenue consists of largely commissions from trading and fees 
from mutual fund sales.  This is the group that CIX really wanted in our opinion.

2. Asset Management (14% of revenues):  Consists of KBSH with private and institutional 
AUM of $3.8 billion.  KBSH was acquired over a year ago AUM have fallen from $6.8 
billion.  Revenues are largely management fees and it has been generally considered 
a poor acquisition.

3. Capital Markets (23% of revenues):  Consists of traditional sales, trading, research and 
corporate fi nance.  This group has 76 employees and generated about $9 million in 
revenue over the last 9 months down from $11 million in the same period last year. 


