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Market Overview
•

The health care sector performed very well during the fourth quarter of 2019, driven by clinical,
regulatory and financial catalysts. On the clinical side, Biogen Inc. announced it would file for a trial of
aducanumab for Alzheimer’s disease early this year. Biogen had stopped the trial last March, as it
appeared the drug did not work. It seems Biogen was a little impatient and, with more time, the drug
was able to produce a positive effect for patients. This is potentially a significant advance in the fight
against Alzheimer’s.

•

While it took longer than expected, the fourth quarter did see the approval of two significant deals.
Roche Holding AG entered the gene-therapy market through its purchase of Spark Therapeutics Inc.,
while Bristol-Myers Squibb Co. acquired Celgene Corp. These approvals indicated that regulators have
not changed the parameters by which they assess deals, removing that uncertainty. Finally, the
quarter saw big pharmaceutical companies Sanofi SA, Merck & Co. Inc., Novartis AG and Astellas
Pharma Inc. make small biotechnology acquisitions. As the pace of scientific advancement accelerates,
it becomes increasingly difficult for the industry’s large players to dominate therapeutic categories as
they once did. This means looking outside for acquisitions in order to supplement internal research
and development.

Performance Summary
•

Over the fourth quarter of 2019, Class F of CI Global Health Sciences Corporate Class (the Fund)
returned 19.3%, compared with 14.8% (in Canadian-dollar terms) for its blended benchmark (50%
NASDAQ Biotechnology Total Return Index and 50% S&P 500 Pharmaceuticals Total Return Index).
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Contributors to Performance
•

During the quarter, the Fund’s top contributing investments included Intercept Pharmaceuticals Inc.
and Forty Seven Inc.

•

Intercept Pharmaceuticals was the biggest contributor to performance and the Fund’s largest holding.
During the quarter, the U.S. Food and Drug Administration accepted the filing for Intercept’s drug
Ocaliva in non-alcoholic steatohepatitis (NASH) and gave it a priority review. This means Ocaliva could
come to the market in mid-2020. NASH is currently a large unserved market.

•

The Forty Seven name refers to the target of the company’s CD47 drug, otherwise known as the “don’t
eat me” signal. CD47 is overexpressed in some cancers and by blocking it, the drug tips the balance
toward the “eat me” side, causing the immune system to attack the cancer. Positive clinical results
drove the share price up during the quarter.

Detractors from Performance
•

A number of stocks detracted from our performance, including SeaSpine Holdings Corp. and Capital
Senior Living Corp.

•

SeaSpine is a maker of spinal implants. While its business is strong, it is a small emerging growth
company. As such, it is likely it will need to raise capital in the near-term to fund growth. This
uncertainty has capped SeaSpine’s stock price.

•

Capital Senior Living, an owner/operator of assisted and independent living facilities, is recovering
from oversupply in the industry. While it is taking longer than anticipated, we are beginning to see a
slowdown in new facility starts. This should allow Capital Senior to reduce its promotional spending
and move to better monthly pricing.

Portfolio Activity
•

Two stocks reached our intrinsic value targets and were eliminated from the portfolio: Dicerna
Pharmaceuticals Inc. (an interfering-RNA company) and MorphoSys AG (a European antibody
company).

•

We added Translate Bio Inc. to the Fund. The company soon will release test results for an inhaled
cystic fibrosis drug.
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Outlook
•

We are looking forward to many clinical and regulatory results in 2020, but the one that will have
perhaps the most impact will be the possible approval of Intercept Pharmaceuticals Inc.’s Ocaliva liver
fibrosis in NASH drug.

•

The cloud of uncertainty over the health care sector will be a focus in this year’s U.S. presidential
election. Several Democratic candidates have made radical proposals to address the twin problems of
cost and access. While we think the U.S. health care system can only change incrementally in today’s
political environment, news headlines in the coming months may add to the volatility.

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.
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.
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.
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.
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
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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.
Altrinsic Global Advisors, LLC are portfolio sub-advisors to certain funds offered and managed by CI Investments Inc. CI
Investments Inc. is a wholly owned subsidiary of CI Financial Corp. CI Financial Corp. holds a minority interest in Altrinsic Global
Advisors, LLC. CI Investments® and the CI Investments design are registered trademarks of CI Investments Inc. © CI Investments
Inc. 2020. All rights reserved.
Published January 31, 2020.

