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Market Overview


The third quarter began with investors anticipating easier monetary policy and an easing of the U.S.China trade dispute. Dovish comments from U.S. Federal Reserve Chair Jerome Powell early in the
quarter left little doubt that a cut in interest rates was coming. However, investors were disappointed
with it, describing the cut as a "mid-cycle adjustment" and not the beginning of a rate-cutting cycle.
On the trade front, the Trump administration levied additional tariffs, which now cover virtually all
Chinese goods. The White House also stated it was considering limiting U.S. investments in China,
highlighting the potential for the trade war to spill into capital markets.



The U.S. economy continued to expand, albeit at a more moderate pace. U.S. gross domestic product
slowed to a 2.0% annual rate in the second quarter, with personal spending offsetting a decline in
business investment. While manufacturing showed signs of slowing, consumers remained confident
and kept spending, as job growth continued and wages ticked up. The 10-year Treasury note yield
briefly dropped below the two-year note, while the 30-year Treasury bond yield temporarily slipped
below 2% for the first time.

Performance Summary


Over the third quarter of 2019, the CI American Small Companies Fund (the “Fund”) returned 0.5%,
underperforming its benchmark, the S&P 1000 Total Return Index, which returned 1.2% over the same
period.
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Seven of 11 market sectors posted a positive return for the period. Against this backdrop, the Fund’s
less-than-index weight in energy, one of the weakest-performing sectors, contributed to performance.



While security selection was positive in the communication discretionary, industrials and energy
sectors, selection in other sectors more than offset that advantage.



Certain holdings detracted from results during the quarter, including those in the financials and health
care sectors.

Contributors to Performance


A top contributor to results during the quarter included XPO Logistics Inc., whose shares rose after the
company reported third-quarter profits that came in ahead of expectations. The North American lessthan-truckload business was strong, and the company's new business pipeline growth is accelerating.
Our view is that general industry trends remain favourable, as volumes are growing and tailwinds
remain from growth in e-commerce.



In consumer discretionary, LGI Homes Inc. announced record-breaking quarterly home closings of
1,944 during the second quarter of 2019 compared to 1,815 home closings in the second quarter of
2018, a 7.1% year-over-year increase. The company is extremely well positioned from a
macroeconomic and demographic perspective given its focus on entry-level homebuilding in markets
with strong population growth. We expect new home affordability to remain very attractive by
historical standards, and that the company should continue to post strong revenue and profit growth.

Detractors from Performance


Detractors from performance during the quarter included Molina Healthcare Inc., whose shares
declined despite reporting second-quarter revenue and profits that beat consensus expectations. We
suspect the decline in healthcare stocks in general (health care was the second-worst performing
group after energy), and Molina in particular, can be attributed to the ongoing political and media
focus on a potential Medicare-for-All solution. This would seek to eliminate private companies. As
proponents have risen in the polls, media coverage on the issue has increased, pressuring health care
stocks. Our view is that the prospect of a government-run healthcare system is remote in the near
term. In the meantime, Molina has successfully improved its operating margins and is now targeting
sustainable double-digit growth.



In materials, shares of Berry Global Group Inc. declined after the company reported fiscal third-quarter
revenue and profits that came in below expectations. Management cited volume weakness in its
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engineered materials, and health and hygiene specialty divisions as reasons for the shortfall. Longer
term, the company has a proven track record of adding value through accretive acquisitions. The stock
trades at a 15% free cash flow yield. The valuation gap should continue to narrow as the company
establishes a consistent track record of paying down debt and doing accretive deals.
Portfolio Activity


During the period we purchased several new companies that fit well with our emphasis on cash
generation and optimal capital deployment. For example, Dropbox Inc. designs and develops
document management software. The company offers a platform that enables users to store and
share files, photos, videos, songs, and spreadsheets. Dropbox serves customers worldwide and is
investing for growth.



In consumer staples, we purchased Post Holdings Inc., a packaged food company that primarily
operates in North America and Europe. The management team has an excellent track record of value
creation focused on acquiring other companies/brands at attractive multiples and improving
operations. Multiple catalysts over the next 12-24 months will both improve margins and de-lever the
balance sheet. These catalysts include the initial public offering of its active nutrition business, likely
in October 2019; the addition of a private-label cereal business acquired from TreeHouse Foods Inc.;
remaining synergies from 2018 acquisition of Bob Evans Farms, LLC, and a new egg plant that will drive
productivity and margins.

Outlook


Looking ahead, economic growth is moderating worldwide as the economic cycle matures, trade
frictions take hold and the manufacturing sector begins to contract. Growth in the U.S., while slowing,
remains supported by consumers, backed by a strong job market and incrementally higher wages.
Growth in Europe is more tentative, with some countries (notably Germany) appearing on the verge
of recession. The Chinese economy has stabilized for the time being, but excess leverage that we
expect is higher than official statistics is a concern.



The economic slowdown, combined with a lack of inflationary pressure, has led the major central
banks to lean toward easier monetary policies. Lower policy rates and the resumption of quantitative
easing have suppressed bond yields to new lows. In fact, more than half of all global sovereign bonds
now trade at negative interest rates.
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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
changes to their investment strategies. These investments may not be suitable to the circumstances of an investor. Some
conditions apply.
The author 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
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.
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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 October 18, 2019.

