Sentry Global REIT Fund
July 2019
Lee Goldman, Senior Portfolio Manager, MBA, CFA
Joshua Varghese, Portfolio Manager, CFA
Kate MacDonald, Portfolio Manager, M.Fin., CFA
Performance Summary
•

For the month and quarter ended July 31, 2019, Series F of Sentry Global REIT Fund (the
“Fund”) returned 2.3% net of fees. Year-to-date, the Fund is up 14.9%, net of fees.

Contributors to Performance
•

Cushman & Wakefield, InterRent REIT, and Kilroy Realty were the top individual contributors
to fund performance in July. Year-to-date, Prologis Inc., Equinix Inc., and Alexandria Real
Estate Equities were the top contributors to Fund performance.

Detractors from Performance
•

Unibail-Rodamco-Westfield, Park Hotels & Resorts Inc., and Ascendas REIT were the top
individual detractors to fund performance in July. Year-to-date, Deutsche Wohnen, UnibailRodamco-Westfield and Simon Property Group were the top individual detractors to Fund
performance.

Portfolio Activity and Market Commentary
•

Real estate investment trusts (REITs) performed generally in line with broader equities in July.
The MSCI US REIT Index returned 1.3% (in U.S.-dollar terms) in the month, versus 0.7% (in
euro terms) for the FTSE EPRA/NAREIT Developed Index, 1.6% for the S&P/TSX Capped REIT
Index, and 0.7% for the FTSE EPRA/NAREIT Asia Index (in U.S.-dollar terms).

•

We initiated a position in Store Capital. Store Capital is a well-run, triple net lease company
whose assets are leased to long-term tenants with rental step-ups. Because of the highly
fragmented industry in which they operate, the runway for external growth via sale-leaseback
acquisitions is large and visible, providing us an attractive investment in a growth-and-yieldscarce world.

News and Noteworthy Developments
•

U.S. REITs are well into Q2 earnings reporting, with the majority having released their results
for the quarter. Numbers appear strong as over 60% of real estate companies beat estimates,
and around 20% met estimates. Residential and industrial real estate companies continue to
post solid numbers. Fund holdings Invitation Homes Inc. (residential) and Prologis Inc.
(industrial) showed same-asset net operating income (NOI) growth of 6.1% and 4.6%,
respectively, which the market continues to reward.

•

Toward the end of the month, one of the Fund’s holdings, Inmobiliaria Colonial SOCIMI SA, a
Spain and France-focused real estate company, showed continued strength, signing new
leases at levels 11% higher than expiring leases. Barcelona was particularly strong with
releasing spreads at 52%. Strong fundamentals on the leasing front combined with tightening
capitalization rates keep the business looking healthy.

•

On July 15, Prologis reported strong Q2 2019 results and the acquisition of Industrial Property
Trust Inc. for approximately US$3.99 billion in an all-cash transaction. The 37.5 million square
foot Industrial Property Trust portfolio comprises 236 industrial properties in U.S markets
where Prologis has scale and a proven operating presence. On the earnings call, Prologis
management noted the acquisition is expected to capture significant cost and revenue
synergies, will be held through one or both of Prologis’ private U.S. vehicles, will close no later
than Q1 2020, and is expected to garner $0.05-$0.06 of core funds from operation (FFO) per
share accretion. Management expects 20% ($800 million) of the acquired portfolio will be
divested. On the earnings call, Prologis Chief Financial Officer Thomas Olinger noted he has
“never felt better about [Prologis’] growth outlook.” Despite the overhang of trade tensions
and sluggish global economic growth, Prologis raised its 2019 global rent growth estimate by
100 basis points to over 5.5%, as low industrial vacancy and rising replacement costs continue
to push market rents higher.

•

On July 15, Minto Apartment REIT announced a $131.2 million conditional agreement to
acquire a managing 40% interest in High Park Village, a 750-suite multi-residential rental
property in Toronto’s High Park neighbourhood from Minto Properties Inc. The transaction
price represented a 4.02% implied capitalization rate on year-one net operating income and
a 5% discount to the property’s appraised value. The purchase will be funded through the
assumption of an existing $98.7 million mortgage term loan and the issuance of 2,806,122
exchangeable Class B limited partnership units at $19.60, which is subject to a four-month
lockup. Repositioning of the asset’s 400+ unrenovated suites is expected to generate a return

on investment in line with the REIT’s 8-15% target. We view the acquisition favourably, as it
increases Minto Apartment REIT’s presence in the Greater Toronto Area (from 21% to 30%
based on unit count). Further, we expect the transaction will be accretive to the REIT’s
Adjusted Funds from Operations (AFFO) and NAV.
•

On July 18, Pure Multi-Family REIT announced that it had entered into an agreement to be
acquired by Cortland Partners at a price of US$7.61 in an all-cash transaction valued at US1.2
billion and a 6% premium to consensus net asset value. This announcement follows a previous
unsolicited takeout offer by American Landmark/Electra America to purchase the company
at the same US$7.61 price. The friendly agreement with Cortland is not conditional on
financing, does not require further due diligence, and includes a reverse termination fee of
$50 million backed by Cortland.

•

On July 22, Land & Buildings Investment Management (“L&B”) a prominent REIT activist
investor sent a letter to the board of directors of Liberty Property Trust requesting that the
REIT explore strategic options to maximize value for shareholders. The stock is currently
trading at a sizable discount to L&B’s estimate of its NAV. The letter suggested that due to
the large demand for industrial assets, the company should explore all alternatives including
a potential sale of the company. This would allow shareholders to crystalize value on an
undervalued company.

Outlook
Our global scope continues to present us opportunities to invest in high-quality companies with
free cash-flow yields combined with free cash-flow growth, which together offer attractive total
return profiles. We have continued to selectively deploy capital into various segments of the real
estate arena, broadening the Fund’s exposures by asset class, including temperature-controlled
warehouses, gaming REITs, life-sciences office properties, single-family rental homes and real
estate services companies. As we look forward to the second half of 2019 and into 2020, we
remain biased towards quality, growth-oriented REIT issuers with low leverage, prudent and
sustainable payout ratios, low capital expenditure requirements and strong supply/demand
dynamics.
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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
compounded total returns net of fees and expenses payable by the fund (except for figures of one year or less, which
are simple total returns) including changes in security value and reinvestment of all dividends/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 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.
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.
This document is provided as a general source of information and should not be considered personal, legal,
accounting, tax or investment advice, or an offer or a solicitation to buy or sell securities. Every effort has been made
to ensure that the material contained in this document is accurate at the time of publication. All charts and
illustrations in this document are for illustrative purposes only. They are not intended to predict or project investment
results. Individuals should seek the advice of professionals, as appropriate, regarding any particular investment.
Investors should consult their professional advisors prior to implementing any changes to their investment strategies.
The comparison presented is intended to illustrate the mutual fund’s historical performance as compared with the
historical performance of widely quoted market indices or a weighted blend of widely quoted market indices or
another investment fund. There are various important differences that may exist between the mutual fund and the
stated indices 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 indices or investment fund. Indices are unmanaged and their returns do not include any sales charges or
fees. It is not possible to invest directly in market indices.

The authors and/or a member of their immediate family may hold specific holdings/securities discussed in this
document. Any opinion or information provided are solely those of the author and does not constitute investment
advice or an endorsement or recommendation of any entity or security discussed or provided by CI Investments Inc.
Signature Global Asset Management is a division of CI Investments Inc. Certain funds associated with Signature
Global Asset Management are sub-advised by CI Global Investments Inc., a firm registered with the U.S. Securities
and Exchange Commission and an affiliate of CI Investments Inc. Signature Global Asset Management and the
Signature Global Asset Management logo and design are trademarks of CI Investments Inc.
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