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Class F returns (in %) as at 
March 31, 2020 

Year-
to-date 

1 year 3 year 5 year 10 year 
Since 

inception 
(2001-09-28) 

Signature Dividend Fund -20.2 -15.4 -3.7 -0.3 4.6 5.1 
 
Source: Signature Global Asset Management, as at March 31, 2020. 

 
Performance Summary 
 

• Over the quarter ended March 31, 2020, Class F of Signature Dividend Fund (the Fund) 
declined 20.2% while its blended benchmark (40% MSCI ACWI Global High Dividend Yield 
Total Return Index, 35% BMO Capital Markets 50 Preferred Total Return Index and 25% 
S&P/TSX Composite Total Return Index) was down 19.2%. 

 

• The Fund performed poorly over the quarter, roughly in line with the components of its 
blended benchmark. The S&P/TSX Composite Total Return Index declined 21% during the 
period while the MSCI ACWI High Dividend Yield Total Return Index experienced a decline of 
approximately 15% in Canadian-dollar terms. 

 

• During the quarter, domestic equity holdings, which represented approximately 15.8% of the 
Fund, generated a negative return of approximately 22% in the period. Foreign equity 
positions, which represented approximately 36% of the Fund, generated a negative return of 
approximately 19% (in Canadian currency). The weakness of the Canadian dollar during the 
period was a slight benefit to the Fund, although much of the Fund’s exposure to the currency 
is hedged, which hurt relative performance against the benchmark, which is unhedged. 

 

• Preferred shares, which represented approximately 42.6% of the Fund during the quarter, 
experienced a negative performance of approximately 20% compared to the BMO Capital 
Markets 50 Preferred Total Return Index, which declined more than 23%. The Fund’s holding 
of preferred shares outperformed by 300 basis points (bps), but that is little consolation for 
such terrible returns. It seems the defensive attributes of preferred shares were temporarily 
ignored as the world searched for liquidity as the COVID-19 pandemic gripped Europe and 
North America. Due to the coming recession, 5-year Government of Canada bond yields 



 

plunged 110 bps to 0.59% at quarter-end, hurting floating-rate and fixed-rate re-set 
structures the most. Yields on preferred shares rose dramatically during the period, even 
when accounting for lower dividend rates. 

 

• During the quarter, the strongest sectors in the benchmark were utilities and consumer 
staples. The weakest sectors in the benchmark were consumer discretionary and financials. 
Our stock selection for the Fund was favourable within the health care, information 
technology and consumer discretionary sectors. The weakest sector for the Fund was the 
financials sector, where Fund positions declined about 33% as investor expectations for the 
global economy soured. The Fund’s material overweight position in the financials sector 
relative to the benchmark proved quite harmful during the quarter. 

 
Contributors to Performance 
 

• Loblaw Cos. Ltd. is a rare defensive story within the Canadian equities market and the Fund’s 
holding of Loblaw stock supported performance as the stock returned almost 9% in a terrible 
market environment. Note that it had underperformed in the prior quarter, in what was a 
risk-on environment. We continue to view Loblaw’s stock as inexpensive relative to the 
company’s reliable free-cash-flow generation and scarcity value in Canada. 

  

• Eli Lilly and Co. returned 6% during the quarter. The company benefits from having an 
established product portfolio with a lower risk of being disrupted by the COVID-19 pandemic 
and should prove to have a durable revenue model through an economic downturn. Most of 
the company’s drugs are administered outside of a hospital setting, and the company’s 
largest end markets are government-sponsored programs in the U.S., which are less sensitive 
to economic cycles but affected more by changes in government policy. The political appetite 
in the U.S. for major drug price reform has materially shifted away from a draconian 
approach, thus creating a more benign political backdrop for the pharmaceutical industry. 
For these reasons, Eli Lilly is an attractive holding in the Fund’s portfolio. 

  

• The Fund’s holding in Colgate-Palmolive Co. added a few basis points to the portfolio in the 
quarter as we exited the Fund’s position in the company in early March, while Colgate-
Palmolive’s share price was up. While we appreciate the company’s attractive defensive 
attributes in this uncertain environment, we found the company’s high relative valuation had 
become a concern. 

  



 

• Despite warning on weakness in near-term sales of its personal computers, Microsoft Corp. 
is seen as a relatively defensive investment in the context of the COVID-19 pandemic. The 
company has seen a huge surge in demand for its online services. It has benefited as 
corporations rapidly adopt cloud-computing services to provision employees who are now 
required to work from home. The crisis brought on by the spread of the COVID-19 disease 
has only validated the proposition of Microsoft’s technology in terms of scale and depth of 
offering, and we believe that we will see a step up in the adoption of Microsoft cloud-
computing offerings in the coming decade. The company stock’s performance during the 
quarter was just slightly positive, adding a few bps to the Fund’s performance, given its larger 
weighting in the Fund’s portfolio. 

 
Detractors from Performance 
 

• Manulife Financial Corp. produced strong steady earnings results in 2019 despite numerous 
significant challenges, including anti-government protests in Hong Kong and low interest 
rates globally. The company’s share-price performance was quite satisfactory until concerns 
about the COVID-19 pandemic accelerated in February 2020. As a result of current pandemic 
concerns and related impact on global equity markets and interest rates, the company’s stock 
has lost roughly a third of its market value year to date and is down 24% over the past 12 
months. We continue to believe the market underappreciates the company’s achievements 
in enhancing its earnings and capital resilience over the past decade. Clearly, Manulife 
Financial’s earnings are significantly impacted, with lower wealth management revenues, 
higher credit impairment and negative underwriting experience; however, the earnings 
power of the company is not permanently impaired as recent valuations would imply. Wider 
credit spreads can enhance forward returns, and demand for insurance protection has likely 
increased during this health-related economic crisis. Manulife Financial’s business is well 
diversified, and the company’s most valuable Asian businesses have demonstrated resilience 
under horrific circumstances. We expect the company to navigate current challenges 
relatively well, and the company’s current dividend yield of 7% is very attractive. 

  

• Synchrony Financial’s share price declined 55% during the quarter as investors reacted to the 
COVID-19 pandemic–induced economic collapse. This consumer finance company generates 
above-average profitability through the economic cycle at the expense of higher-than-
average vulnerability during downturns. We had viewed the company’s valuation as 
attractive, believing the company’s share price seemed to appropriately discount the risk of 
a modest recession while supporting better-than-average free-cash-flow yield and growth. 
As a result of the sudden downturn in the economy, there is dramatic uncertainty about 



 

unemployment levels and offsetting government support, which has collapsed consumer 
finance valuations back to the lows of the global financial crisis of 2008–09. We believe this 
situation materially impairs Synchrony Financial’s near-term earnings power, yet we expect 
the company’s earnings power through the economic cycle to remain strong and support a 
medium-term valuation closer to two times tangible equity relative to the current discount 
to tangible equity. 

  

• Air Lease Corp.’s shares declined 53% during the quarter as the company’s fleet of leased 
planes are largely grounded. While the company operates in an industry that is currently 
experiencing widespread distress, the management team is experienced in surviving 
challenging market conditions. The company operates with conservative debt levels and was 
well funded entering the current decline in air traffic. We expect the company to demonstrate 
resilience through this crisis and for the firm’s valuation to rerate and appropriately reflect 
attractive growth and returns generated by the business. 

  

• While not an oil exploration and production company, Marathon Petroleum Corp. was not 
immune to the recent collapse in oil demand, with its share price declining 60% in the quarter. 
With a dramatic drop in air travel and reduction in passenger traffic and industrial activity in 
general, U.S. Gulf Coast refining margins decreased from US$15/barrel at the start of March 
to around zero at quarter-end. We continue to like Marathon Petroleum for its exposure to 
diversified refining, in addition to being well-positioned to benefit from weakened Canadian 
crude oil prices. The company also has natural-gas and petroleum-product pipelines that 
provide stability. As high levels of crude oil in storage likely keep feedstock prices depressed, 
refiners, including Marathon Petroleum, should be the first segment in the energy sector to 
benefit from an eventual return to normal. 

 
Portfolio Activity 
 

• During the quarter, we added to the Fund’s exposure to the financials sector as risk premiums 
within the sector increased. Clearly, we did not anticipate the economic chaos created by the 
COVID-19 pandemic. Noteworthy purchases during the quarter included stock of ABN AMRO 
Bank N.V., Banco do Brasil S.A., Bank of Ireland Group PLC, Citigroup Inc., ING Groep N.V., 
Morgan Stanley and Prudential PLC. Positions exited during the period include leading Asian 
insurance company AIA Group Ltd., Danske Bank A/S, Visa Inc. and M&G PLC, which was 
received as a spinoff from the Fund’s position in Prudential. The Fund portfolio’s overall 
sector allocation did not change materially during the period as additions to the financials 
sector were largely offset by weak sector performance. 



 

 

• In the materials sector, we added back the Fund’s position in Teck Resources Ltd., which had 
been exited in the prior quarter as our subdued expectations about the economy became 
more appropriately reflected in the company’s share price. We sold the Fund’s modest 
position in BASF SE, viewing the company’s valuation as fragile given the challenging 
economic backdrop. Nutrien Ltd. was added as a Fund holding at seemingly trough company 
valuations, but the company’s stock continued to move lower during the quarter. 

 

• The Fund’s exposure to the energy sector drifted lower over the quarter as we have been 
hesitant to increase the Fund’s exposure to this sector. 

 

• In the consumer discretionary sector, which performed relatively well during the quarter, we 
generally trimmed Fund positions to reallocate funds to depressed sectors. Positions were 
trimmed in Coca-Cola Co.; Nestlé S.A.; Nike, Inc.; The Procter & Gamble Co.; Mondelez 
International Inc.; and McDonald’s Corp. Positions were exited in the retailer H&M Hennes 
and Mauritz Inc. as the company’s operating environment was too concerning, while Colgate-
Palmolive was sold on valuation concerns. The Fund’s position in Sands China Ltd. was 
switched into Galaxy Entertainment Group Ltd. on relative company valuations. 

 

• In the communication services sector, we first trimmed the Fund’s position in The Walt Disney 
Co. on concerns about the outlook for the company, then added back a position in the 
company as concerns were more appropriately discounted, and finally completely exited the 
Fund’s position in Walt Disney as our outlook for the company worsened. We continue to like 
the business, and we will potentially add a position in the company when the risk/reward 
opportunity is more geared in favour of the Fund. 

 

• The Fund’s information technology sector positions performed relatively well during the 
quarter, and we did harvest gains on owning Microsoft stock, although it remains a very 
material weighting. 

 

• The Fund’s weight in the health care sector increased during the quarter as the sector 
outperformed while valuations remained relatively enticing. A large position in Amgen Inc. 
was exited. We sold Amgen ahead of a decision by regulators on whether to approve one of 
the company’s major new drugs, as we lacked confidence in a favourable outcome for the 
company. We reallocated proceeds from the sale of Amgen stock across other more 
defensible health care sector positions. 

 



 

Outlook 
 

• Relative to its benchmark, the Fund has an overweight position in preferred shares as we 
believe the current high yield of over 7% is very attractive in what will be a low-yielding world 
for a number of years. The significant liquidity risk premiums associated with preferred shares 
will diminish throughout the remainder of 2020 as the global economy and markets stabilize.  

  

• The monetary and fiscal policy response to the COVID-19 pandemic has been unusually quick 
and effective. In short order, core response elements relating to economic and financial 
challenges have been put in place to reduce the probability of the health crisis morphing into 
a broader crisis. However, doubts remain over whether these actions will be enough. 
Ultimately, effective health policy and innovation will be needed before our working lives, 
economies and markets can normalize. On that front, governments have been caught flat-
footed and are scrambling to deploy strategies and assets to combat the virus. Time will bring 
more technology, data, testing, therapies, best practices and ultimately a vaccine to this 
battle. We will face the fall outbreak of the virus in the northern hemisphere from an entirely 
different and more prepared starting point. 

  

• The lockdown and travel bans implemented to stop the spread of the CIVID-19 disease have 
produced a sudden stop to real economic activity. This has triggered extreme volatility in 
asset prices as markets have had to reassess growth expectations and introduce default 
probabilities in their credit-risk measures. If credit markets break down and companies can’t 
refinance their short-term debt maturities, it can trigger a liquidity crisis, which can quickly 
lead to a solvency crisis. This crisis has spilled into credit, but fortunately the system lender 
of last resort, the U.S. Federal Reserve, promptly launched a set of programs devised back in 
2008 to address bottlenecks in the financial system and to restore liquidity to debt markets. 
For us, functioning debt markets are a basic precondition to taking risk.  

  

• The measures to contain the COVID-19 disease are imposing an unprecedented economic 
shock. Economic and financial stresses will persist, and rating downgrades will accelerate, but 
an initial bridge over the health crisis has been constructed. We expect the fiscal bridge and 
related safety nets implemented by governments will be extended for as long as the COVID-
19 pandemic runs. Looking ahead, we expect the toll of the health crisis to peak in April in 
developed markets, but continue to mount in developing countries. The situation is 
uncertain, but gradual and intermittent normalization of activity should resume in the 
summer of 2020, aided by expanded testing and a suppression of the spread of the COVID-
19 disease. 



 

 
Source: Bloomberg Finance L.P. and Signature Global Asset Management. 
 
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. 
 
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 are registered trademarks of CI Investments Inc. Signature Global 
Asset Management, the Signature Global Asset Management logo and design and “Trusted Partner in WealthTM” are 
trademarks of CI Investments Inc. 
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