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Performance Summary
•

Signature Select Canadian Fund Class F (the Fund) returned 7.8% over the third quarter of
2020, outperforming its benchmark, 50% MSCI ACWI Index, 50% S&P/TSX Composite Index,
which returned 5.4% over the same period.

•

The Fund’s relative outperformance during the quarter was largely due to strong
performance from its equity holdings, most specifically in the information technology and
materials sectors. Equity markets in the third quarter continued to rebound from the earlier
COVID-19 sell-off, though the gains were more muted than the very strong second-quarter
bounce. During the third quarter, the information technology, consumer discretionary and
industrial sectors led markets higher, while energy, health care and real estate lagged. The
consumer discretionary sector performed particularly well. Strength in the sector early this
year had been largely confined to the internet retailers, such as Amazon, but as the recovery
in consumer spending continued, the gains became more broad-based within the sector.

Contributors to Performance
•

Advanced Micro Devices Inc. (AMD) shares rose 55% during the quarter. The company
continues to benefit from the new launch of products and production missteps from its
primary competitor, Intel Corp. Intel's production problems are so severe that the company
wrote an "apology letter" to customers accepting blame for the production problems and

subsequent product shortages. This has been a catalyst for end clients to further diversify
their suppliers and consider AMD for more products. AMD's valuation looks attractive given
their product positioning in both graphic and microprocessor semiconductors relative to
NVidia Corp. and Intel respectively. Investors are gaining comfort with the company’s profit
forecasts, as AMD demonstrates that it can ship better product than Intel and maintain
market-share gains.
•

The Fund’s holding in West Fraser Timber Co. Ltd. also added to performance during the
quarter. The company’s shares were up 30% as lumber prices continued their steady march
higher to reach record levels in mid-September before somewhat pulling back. A rebound in
new-home construction and high levels of activity in the home-renovation market combined
with a somewhat limited lumber supply to create very strong market conditions. This has
proven to be one of the COVID-winning sectors of the market this year, and West Fraser is
well positioned to benefit as one of North America’s leading lumber producers.

Detractors from Performance
•

The Fund’s holding in Suncor Energy Inc. detracted from performance, as the shares were
down 28% during the quarter, slightly worse than the broader integrated oil decline of 23%.
The integrated oils, normally a somewhat defensive group within the broader energy sector,
performed poorly as the International Energy Agency and BP Statistical Review released
separate reports that provided downcast projections of long-term oil demand. Suncor was
also impacted by a fire at one of its oilsands operations, thought the impact on cash flow is
expected to be minimal. The company trades at a very reasonable valuation and generates
an 8% free cash flow yield at low oil prices of around US$40/barrel WTI.

•

First Energy Corp. was hit by a political scandal that involved the company’s Ohio operation.
The FBI investigation uncovered a scheme to corrupt Ohio legislators to influence decisions
on energy and electricity policy. We sold part of the position as soon as the scandal broke and
exited the remainder of the position as the potential scandal deepened. Despite having a
high-quality suite of electric generation, transmission and distribution assets, the uncertainty
created by the regulatory and legal investigations caused us to exit our position, as we are
seeing opportunities elsewhere in the sector.

Portfolio Activity
•

During the quarter, we sold down about half of our large AMD position. It was one of the
Fund’s largest holdings at approximately 4%, and we took some profits due to the strength
of the share price (+78%) year-to-date. We continue to believe in the company’s strong
semiconductor market position, corporate execution and long-term growth prospects. Even
after the recent trim we continue to hold a meaningful position.

•

We also initiated a position in Sun Communities Inc. It is a leading owner and operator of
manufactured housing and recreational vehicle communities in the United States and
Ontario. The company has a strong track record of driving organic and external growth across
economic cycles. The industry maintains strong tailwinds as supply growth remains
constrained, while demand for affordable housing has remained strong. In late September,
Sun Communities capitalized on its strong balance sheet and cost of capital advantage to
acquire Safe Harbour Marinas LLC, a leading marina owner/operator in the United States,
providing a complementary source of portfolio growth.

•

We sold the Fund’s position in First Energy Corp. The company’s outlook changed materially
with the revelation of a potential bribery scandal as discussed above.

Outlook
•

While the overall rate of economic growth is slowing, this was largely expected given the
strong initial post-COVID bounce and broad levels of economic activity that are now closer to
normal. Moreover, the world is slowly learning to live with COVID-19, and with each passing
month, we believe the likelihood of a vaccine draws nearer. As our confidence in the
sustainability of the recovery continues to strengthen, we expect to gradually adjust the
Fund’s more defensive positioning from earlier in the year.

•

Interest rates dropped in 2020 and have been perhaps the single main contributor to capitalmarket returns. While some back-up in rates would be expected as economies continue to
recover, central banks have signalled their intention to keep rates low for an extended period
of time. The combination of low current yields, record duration of investment-grade bonds,
and record fixed income assets under management portends poorly for future government
bond returns in both real (after-inflation) and nominal terms. Investors should look at current
yields (5.7% for the ICE BAML US High Yield Index, 1.9% FTSE Canadian Corporate Bond
Universe Index) as a guidepost for future returns.

•

With the continued rebound in the third quarter, major global equity markets have now
recovered to record or near-record levels. At September 30, the S&P 500 was up about 4%
year-to-date, which is slightly down from its early September peak but still in line with thenrecord levels reached immediately before COVID hit in March of this year. The Canadian
S&P/TSX Composite benchmark was down about 5% due largely to the drag of the energy
sector, which still comprises a much larger share of the Canadian benchmark compared to its
global peers. With a vaccine (hopefully) on the horizon and global economies on the mend,
we believe equity markets can move higher. In this scenario, much of the market strength
could well come from some of the underperforming year-to-date “COVID losers,” such as
cyclicals, financials and industrials.

Sources: Bloomberg Finance L.P. and Signature Global Asset Management, as at September 30, 2020.
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.
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. 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.

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.
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.
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.
CI Investments and the CI Investments design, Trusted Partner in Wealth. Signature Global Asset Management and
the Signature Global Asset Management design are registered and unregistered trademarks of CI Investments Inc.,
its subsidiaries or affiliated entities. All other marks are the property of their respective owners.
© CI Investments Inc. 2020. All rights reserved.
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