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CI American Value Fund
Market Overview
•

Trade negotiations between the U.S. and China, which were expected to conclude in April, collapsed
during the second quarter of 2019. U.S. tariffs on US$200 billion of Chinese goods were subsequently
raised from 10% to 25%, causing investors to worry about how that would influence economic growth.
Stock prices reacted sharply to each piece of trade news throughout the period. (U.S. President Donald
Trump and China President Xi Jinping declared a truce and a resumption of negotiations after the
quarter-end.)

•

Economic activity in the U.S. was broadly expected to moderate despite gross domestic product
growing at a faster-than-expected 3.1% rate in the first quarter of 2019. U.S. investors appeared
braced for a downturn, with fund managers raising cash. The labour market maintained its
momentum, with unemployment declining to 3.6%, the lowest rate since 1969. Wage growth and
housing were soft spots.

Performance Summary
•

Over the second quarter of 2019, Class F of CI American Value Fund (the “Fund”) returned 4.7%,
outperforming its benchmark, the S&P 500 Total Return Index, which was up 2.0% over the same
period.

•

Security selection in the Fund during the quarter was positive, especially in the consumer discretionary
and information technology sectors.

•

Nine of 11 market sectors posted a positive return for the period. Against this backdrop, the Fund’s
less-than-benchmark weight in energy, the weakest-performing sector for the period, was also a
positive factor.

Contributors to Performance
•

During the quarter, Microsoft Corp.’s shares rose after the company reported fiscal third-quarter
quarter revenue and earnings that came in ahead of consensus estimates. Sales increased by 14% in
the quarter, as more large businesses outsourced their storage and data server needs to Microsoft’s
Azure infrastructure.
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•

Anadarko Petroleum Corp.’s shares surged by over 40% during the quarter after the company agreed
to be acquired by Occidental Petroleum Corp. The transaction creates one of the world’s largest
energy companies, with a market capitalization over US$100 billion.

Detractors from Performance
•

Occidental Petroleum’s shares declined during the quarter after the company agreed to acquire
Anadarko Petroleum. The deal’s total value is approximately US$38 billion. Select analysts panned the
deal as being expensive. Still, Occidental Petroleum has forecast over US$2 billion in cost synergies to
be realized over the next few years, and Anadarko Petroleum’s 600,000 acres in the Permian Basin in
southwestern U.S. are among the most profitable in the country.

•

Also, Alphabet Inc.’s shares dropped after the company reported first-quarter 2019 net revenue that
came in below expectations. Reported profits also came up short, primarily due to another big fine of
US$1.7 billion out of Europe for its online-advertising practices. Despite these short-term challenges,
Alphabet remains attractive in our opinion. As the number of online users and usage increases, so will
digital ad spending. Google LLC, which is owned by Alphabet, will remain one of the main beneficiaries.

Portfolio Activity
•

During the period, the Fund purchased several new companies that fit well with its emphasis on cash
generation and optimal capital deployment. For example, in financials, The Charles Schwab Corp. is a
brokerage firm and a bank. It provides an electronic platform for trading common stocks, futures,
options, exchange-traded funds, mutual funds and fixed-income investments. It also facilitates margin
lending, cash management and registered investment advisor services. Charles Schwab’s strong client
asset growth, attractive platform for independent advisors and robust net interest income operation
are likely to continue producing mid-to-high single-digit growth over time.

•

In information technology, Arista Networks Inc. provides cloud networking solutions for data centres
and computer environments. The company markets its products worldwide. Arista Networks has been
gaining share in data-centre switching due to a unified architecture platform and software overlay that
has proven to be more scalable and programmable than competing solutions from Cisco Systems, Inc.,
all at a lower cost. In addition, the use of merchant silicon and open application programming
interfaces has enabled Arista Networks to maintain a first-mover advantage on technology transitions,
which has led to share gains.
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Outlook
•

Looking ahead, the U.S. economy appears relatively robust among developed markets. While slowing,
it remains stronger than economies in Europe or Japan, where growth is tepid. That is due in part to
favourable demographics, a more flexible workforce, a more favourable regulatory environment and
less dependence on exports. Alternatively, trade tensions are likely to remain a market theme and a
source of volatility. We are monitoring the impact on global supply chains and its potential negative
influence on margins.
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IMPORTANT DISCLAIMERS
Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please
read the prospectus before investing. The indicated rates of return are the historical annual compound total returns net of fees
(except for figures of one year or less, which are simple total returns), including changes in security value and reinvestment of
all distributions, and do not take into account sales, redemption, distribution or optional charges or income taxes payable by
any securityholder that would have reduced returns. Mutual funds are not guaranteed, their values change frequently and past
performance may not be repeated.
Certain statements contained in this communication are based in whole or in part on information provided by third parties and
CI Investments Inc. has taken reasonable steps to ensure their accuracy. Market conditions may change which may impact the
information contained in this document.
© 2019 Morningstar Research Inc. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar
and/or its content providers; (2) may not be copied or distributed; and (3) is not warranted to be accurate, complete or timely.
Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information.
Past performance is no guarantee of future results.
The contents of this piece are intended for informational purposes only and not to be used or construed as an endorsement or
recommendation of any entity or security discussed. The information should not be construed as investment, tax, legal or
accounting advice, and should not be relied upon in that regard. Individuals should seek the advice of professionals, as
appropriate, regarding any particular investment. Investors should consult their professional advisors prior to implementing any
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changes to their investment strategies. These investments may not be suitable to the circumstances of an investor. Some
conditions apply.
Certain statements in this document are forward-looking. Forward-looking statements (“FLS”) are statements that are
predictive in nature, depend upon or refer to future events or conditions, or that include words such as “may,” “will,” “should,”
“could,” “expect,” “anticipate,” “intend,” “plan,” “believe,” or “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 herein are based upon what CI Investments Inc.
and the portfolio manager believe to be reasonable assumptions, neither CI Investments Inc. nor the portfolio manager can
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 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.
The comparison presented is intended to illustrate the mutual fund’s historical performance as compared with the historical
performance of widely quoted market indexes or a weighted blend of widely quoted market indexes or another investment fund.
There are various important differences that may exist between the mutual fund and the stated indexes or investment fund,
that may affect the performance of each. The objectives and strategies of the mutual fund result in holdings that do not
necessarily reflect the constituents of and their weights within the comparable indexes or investment fund. Indexes are
unmanaged and their returns do not include any sales charges or fees. It is not possible to invest directly in market indexes.
Epoch Investment Partners, Inc. is a portfolio sub-advisor to certain funds offered and managed by CI Investments Inc.
CI Investments® and the CI Investments design are registered trademarks of CI Investments Inc.
Published July 24, 2019.

