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Market Overview


While investors largely focused on a trade agreement between the United States and China during the
latter part of 2019, we attributed the year’s strong equity performance to overall financial
conditions. A very accommodative U.S. Federal Reserve seems willing to embrace a period of
inflationary pressure before it raises interest rates, which suggests the bar to raise rates is far higher
than it is to lower them. We feel the backdrop for equities remains constructive over the near term,
given the reintroduction of what appears to be a quantitative easing program, calming of global trade
tensions and potential economic stimulus in China.

Performance Summary


Over the fourth quarter ended December 31, 2019, Class F of Synergy American Corporate Class (the
“Fund”) returned 4.5%, compared with 6.9% for its benchmark, the S&P 500 Index.



The Fund underperformed primarily due to our overweight exposure to the industrials and real estate
sectors. Our underweight positions in consumer staples and energy made positive relative
contributions.

Contributors to Performance


During the quarter, the Fund’s top-contributing investments included Advanced Micro Devices, Inc.
and Vertex Pharmaceuticals Inc.
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Shares of Advanced Micro Devices have had a strong run on account of the company’s successful
introduction of a new family of seven nanometer processors that quickly gained traction in the
marketplace. The company’s new products offer compelling price and performance attributes relative
to those of its closest peer, Intel Corp. While there was some concern among investors in October
that Advanced Micro Devices wouldn’t be able to secure enough advanced manufacturing capacity
from partner Taiwan Semiconductor Manufacturing Co. Ltd., these fears were disproven when the
company released its third-quarter earnings report, together with a strong forecast. The company
continues to have strong momentum from its design wins and has strong prospects for gains in market
share in desktop, notebook and server sales, as Intel continues to encounter difficulty obtaining nextgeneration capacity.



The stock of Vertex Pharmaceuticals was catalyzed in October when its triple-combo cystic fibrosis
(CF) drug, Trikafta, was approved significantly earlier than expected. This new drug will essentially
make nearly 90% of all CF patients eligible for treatment. On top of this, the company was able to
secure reimbursements for patients in Ireland, France and the United Kingdom, solidifying growth
prospects outside the United States. Finally, early CF-drug data from Vertex’s nearest competitor,
Proteostasis Therapeutics, Inc. was deemed neither compelling nor competitive.

Detractors from Performance


Our positions in ServiceMaster Global Holdings, Inc. and The Progressive Corp. detracted from the
Fund’s relative performance during the quarter.



ServiceMaster Global Holdings became a turnaround story following the pest and termite control
company’s spinoff of its home-service plan business. This will transform ServiceMaster into a faster
growing, higher margin, pure-play business with a less cyclical recurring revenue model. This concept
features a more focused management team that should grow and consolidate an extremely
fragmented market. In November, we were surprised to see the company announce significantly
disappointing earnings (in earnings before interest, taxes, depreciation and amortization – EBITA –
terms). The main issue was a spike in termite-damage claims in the Mobile, Alabama market. While
the magnitude of the pullback was severe relative to the US$6-million in claims to date, management
was unable to quantify the full extent of the financial risk due to accounting rules and pending litigation
cases. This led many investors, including us, to wonder whether this could be an open-ended issue
(for example, if there are asbestos issues) and we have exited our position.



The Progressive Corp. had been a core holding in our portfolio for quite some time. However, this
best-in-class auto insurer occasionally succumbs to cyclical downdrafts in which claims severity
increases ahead of requisite price increases, and it appears we have reached this point. The company’s
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combined ratio is now climbing, driven by increasing core losses from both the personal and
commercial businesses. While accident frequency trends have been favourable, it has been
insufficient to offset the rise in severity. Competitors have recently lowered their coverage premiums
in search of growth, thereby limiting the ability to offset loss costs with pricing. With the Progressive
Corp. stock trading at a premium and just beginning to post negative estimate revisions for the first
time in years, we decided it was time to exit the position and redeploy our capital in better
opportunities.
Portfolio Activity


We have increased our exposure to the financials and industrials sectors because we see a window of
opportunity for cyclical and value-oriented equities to benefit from the current environment. As part
of this strategy shift, we decreased allocations to both real estate and utilities, fearing defensive stocks
are too expensive in this changing landscape.

Outlook


We will continue to monitor geopolitical issues as they arise. The situation in Iran needs to be
monitored for potential further escalations. A strong response in energy markets could negatively
impact strong consumer sentiment and activity, which has held up well in the United States due to low
interest rates. Of course, the U.S. election in November will have impact, particularly if a less market
friendly Democratic candidate unseats Donald Trump.

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 dividends or 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.
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. Market conditions may change which may impact the
information contained in this document. The opinions expressed in the communication are solely those of the author and are
not to be used or construed as investment advice or as an endorsement or recommendation of any entity or security discussed.
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.
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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 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 and does not constitute investment advice or an endorsement or
recommendation of any entity or security discussed or provided by CI Investments Inc.
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.
© 2020 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.
Picton Mahoney Asset Management is 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. © CI Investments Inc. 2020. All
rights reserved
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