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CI American Small Companies Fund 

 
U.S. stocks had positive returns over the quarter, helped by supportive economic data and strong 
corporate results. Tax expenses declined for many companies even as pretax income grew. Trade 
tensions undermined some of the positive sentiment as the U.S. and China unveiled plans for 
billions in tariffs.  
 
The best returns came from the information technology sector, where strong results overcame calls 
for increased regulation after revelations about Facebook’s handling of user data. Consumer 
discretionary stocks also had double-digit returns, supported by sharp gains for e-commerce stocks 
along with a rebound among more traditional companies that had recently underperformed. Energy 
stocks had solid gains; Brent crude ended the quarter near $80 per barrel amid signs of falling 
supply as uncertainties around the output from Iran and Venezuela mounted. Dispersion across 
sectors was wide. The telecommunication services, consumer staples, industrials, financials, and 
materials sectors had negative returns. 
 
The portfolio posted positive returns in the quarter, but underperformed its benchmark, the S&P 
1000 Index. The primary detractor from relative results was security selection within the health 
care, consumer discretionary, and materials sectors. The fund's less-than-benchmark allocations to 
the energy and real estate sectors were additional detractors that hurt relative results. Partially 
offsetting these detractors, stock selection and a less-than-benchmark allocation in the consumer 
staples sector positively impacted relative performance. Relative overweights to the health care and 
consumer discretionary sectors also helped relative performance. 
 
The largest individual contributors to performance were GEO Group, Stamps.com, Hanesbrands, 
Morningstar, and Sabre. The largest individual detractors were Coherent, Alkermes, Signature Bank, 
LCI Industries, and LGI Homes. 
 
Investments in FactSet Research Systems, J&J Snack Foods, CarMax, Credit Acceptance, Casey’s 
General Stores, CyberArk Software, Apergy, Watsco, Carter’s, and Bruker were made during the 
period. 
 
FactSet supplies global economic and financial data to analysts, investment bankers, and other 
financial professionals on a subscription basis. The company has tremendous long-term growth 
prospects with only 4.8% market share and a product of comparable quality that’s priced at a 
significant discount to competitors Bloomberg and Thomson Reuters. FactSet has highly recurring 
revenue (95% client retention), an asset-light business model in the financials sector, and a strong 
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historical track record (37 consecutive years of revenue growth and 21 consecutive years of EPS 
growth). J&J Snack Foods shares were down as the company has taken a near-term hit to 
profitability from increased input and freight costs. We believe this industry leader in snack foods 
to the food service industry will recover these costs. We also believe there is upside if J&J can wisely 
allocate excess capital currently sitting on its balance sheet.  
 
The fund sold out of investments in Signature Bank, JELD-WEN Holding, Physicians Realty Trust, 
Alkermes, Westinghouse Air Brake Technologies, Live Nation Entertainment, Algonquin Power & 
Utilities, TripAdvisor, Under Armour, and Black Hills. Signature Bank reported extremely 
disappointing results as profits came in well below consensus expectations. TripAdvisor was a top 
contributor after reporting better-than-expected Q1 18 results. We used the strength to exit the 
position as the shares reached our price target. 
 
In the U.S., the labour market is tight, domestic demand is solid, and the production side of the 
economy has picked up markedly. This provides a robust backdrop for earnings in the coming 
quarters, with the Tax Cuts and Jobs Act providing a short-term boost to growth. Wage and price 
inflation is increasing, but by less than in a typical cycle, likely due to technology. Also supporting 
equities is the adoption of new technologies, which is positive for all three return-on-equity 
components: profit margins, asset utilization, and leverage. Among other things, this implies 
corporate margins can remain high for a prolonged period. It also suggests companies can return a 
higher proportion of cash to shareholders. 
 
Offsetting these supportive elements is the shift from easing to tightening among central banks in 
North America and Europe. With this in mind, we do not expect equities to benefit from expanding 
valuation multiples. Along with quantitative tightening, there is a risk that soaring U.S. budget 
deficits and a wave of corporate bonds maturing could not only engender more volatility and wider 
credit spreads, but it could also push interest rates higher. Each of these outcomes would be a 
headwind for high-duration strategies. Finally, we expect trade tensions to remain a market theme, 
and a source of volatility, for years to come. While the risk of an outright trade war causing a 
recession is increasing, we think this outcome is unlikely. 
 
 

Class F Returns (in %) as at  
June 30, 2018  

Year-to-
date 1 year 3 year 5 year 10 year 

CI American Small Companies Fund 5.0 9.4 9.0 14.8 11.6 
 

This commentary is published by CI Investments Inc. It is provided as a general source of information and should not be 
considered personal investment advice or an offer or solicitation to buy or sell securities. Every effort has been made to ensure 
that the material contained in this commentary is accurate at the time of publication. However, CI Investments Inc. cannot 
guarantee its accuracy or completeness and accepts no responsibility for any loss arising from any use of or reliance on the 
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information contained herein. This report may contain forward-looking statements about the fund, its future performance, 
strategies or prospects, and possible future fund action. These statements reflect the portfolio managers’ current beliefs and 
are based on information currently available to them. Forward-looking statements are not guarantees of future performance. 
We caution you not to place undue reliance on these statements as a number of factors could cause actual events or results to 
differ materially from those expressed in any forward-looking statement, including economic, political and market changes and 
other developments. 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 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. ®CI Investments and the CI Investments design and logo are registered trademarks of CI Investments Inc. Published 
July 2018. 


