FOURTH QUARTER 2019

PERFORMANCE
Performance
Cambridge Pure Canadian Equity
Fund Class F

3
Month

1
Year

3
Year

5
Year

10
Year

Since
inception

4.6%

16.0%

1.0%

3.9%

N/A

12.7%

Inception Date: February 14, 2011

PORTFOLIO COMMENTARY
At Cambridge, we are monitoring the economy as uncertainty exists going into 2020.
Although declines are slowing, leading indicators continue to point to a weaker economy
and any prolonged economic slowdown could be amplified by the high leverage levels
in the global economy.
The Fund returned 4.6% for the three months ending December 31, 2019.
Over the quarter, Tourmaline Oil Corp. and Kelt Exploration Ltd. were among the top
contributors. Tourmaline Oil Corp. is an intermediate crude oil and natural gas
exploration and production company. It is a low-cost operator and able to generate
significant free cash flow at current commodity prices. The company is making
appropriate capital allocation decisions including cutting growth capital expenditure,
initiating a dividend and paying down debt. It has also taken strategic steps to surface
value in the company by spinning infrastructure assets into a separate entity with the
intention to take the newly formed company public at a later date. Another contributor
was Kelt Exploration, an oil and gas company focused on exploration, development, and
production of crude oil and natural gas resources primarily in northwestern Alberta and
northeastern British Columbia. After a challenging year in the energy industry, investor
sentiment improved and high-quality operators like Kelt demonstrated the sustainability
of their business model and delivered strong free cash flows.
Detractors over the quarter were PrairieSky Royalty Ltd. and Dollarama Inc. PrairieSky
Royalty Ltd. is an energy exposed business in Canada with a sizable and diversified
royalty asset base. The company earns a percentage of production on its land without
associated operating and capital costs, which enables a high free cash flow margin that
can be returned to shareholders or used to acquire assets. Another detractor was
Dollarama, a Canadian dollar store retail chain. The company was a detractor to
performance during the quarter as it announced slightly lower margins than expected
during its quarterly earnings report. The company continues to grow revenues
organically in the mid-single digits while continuing to target 60-70 store openings a
year. Although the valuation multiples have expanded since early 2019, it is a highquality business with a runway for continued growth.
Over the quarter, the portfolio eliminated positions in Great-West Lifeco and Walgreens
and initiated positions in CI Financial Corp. and Gildan Activewear Inc.
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Communication services

2.2%

2.2%

0.0%

Consumer discretionary

22.8%

23.1%

-0.3%

Consumer staples

6.9%

6.9%

0.0%

Energy

20.2%

22.0%

-1.8%

Financials

9.1%

8.2%

0.9%

Health care

4.7%

2.9%

1.8%

Industrials

16.2%

14.6%

1.6%

Information technology

1.8%

5.1%

-3.3%

Materials

10.9%

9.2%

1.7%

Real estate

0.0%

0.0%

0.0%

Utilities

0.0%

0.0%

0.0%

Cash

5.2%

5.8%

-0.6%
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Canada

81.7%

86.3%

-4.6%

United States

13.1%

7.9%

5.2%

Cash

5.2%

5.8%

-0.6%

Country weight

Top 10 holdings
Country

Sector

Weight

Great Canadian Gaming Corp.

Canada

Consumer discretionary

6.69%

PrairieSky Royalty Ltd.

Canada

Energy

6.22%

Spin Master Corp.

Canada

Consumer discretionary

6.15%

Brookfield Business Partners LP

Canada

Industrials

5.22%

TFI International Inc.

Canada

Industrials

5.10%

Westaim Corp.

Canada

Financials

4.71%

Winpak Ltd.

Canada

Materials

4.56%

Tourmaline Oil Corp

Canada

Energy

4.44%

TMX Group Ltd.

Canada

Financials

4.37%

Dollarama Inc.

Canada

Consumer discretionary

4.34%

Contributors and detractors
Contributors

Detractors

Kelt Exploration Ltd.

PrairieSky Royalty Ltd

Teekay Offshore Partners LP

Canada Goose Holdings Inc.

Tourmaline Oil Corp.

Dollarama Inc.

In Canada, we continue to closely monitor elevated debt levels for the average Canadian within the current low interest-rate
environment, coupled with rising personal insolvencies. We are noting an increase in debt loads which are directed into areas that
benefit shorter-term economic activity (such as housing and consumer spending) but are not drivers of lasting productivity
improvement (such as non-residential capital investment). Improving productivity is the key to long-term prosperity. Globally, we
expect the easing trade tensions to benefit companies which have had to increase prices to offset rising costs from higher tariffs.
Within our Canadian strategies, we are finding new opportunities both in traditional sectors (select industrials, consumer
businesses, financials, etc.), as well as within the energy sector. Many of the businesses within the energy sector are exposed to
end markets outside of Canada, and/or are well positioned for varying economic environments. With a combination of valuations
not seen in decades, a number of businesses that generate strong free cash flow in reasonable scenarios and far improved capital
allocation by a number of management teams, this has resulted in several excellent risk/ reward opportunities coming to fruition.
We avoid low-quality companies and focus our time on management teams who are strong operators and understand the
importance of intelligent capital allocation. As fundamental investors, our focus remains on identifying durable, high-quality
businesses that can compound shareholder value through our disciplined bottom-up investment process.

Source: FactSet, as at December 31, 2019. Unless otherwise noted, all information is provided as at December 31, 2019.
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 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.
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 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 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.
Cambridge Global Asset Management is a division of CI Investments Inc. Certain funds associated with Cambridge 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.
CI Investments® and the CI Investments design are registered trademarks of CI Investments Inc.
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