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Market Overview 
 

• Global economic growth did slow during the first quarter of 2019, but the U.S. Federal 
Reserve (the “Fed”) took a number of steps to reassure markets it would not continue to 
tighten monetary policy if U.S. and/or global economic growth continued to slow down. 

 

• Capital markets continued to deal with several concerns during the period, including slowing 
global growth and geopolitical issues related to Brexit and China-U.S. trade tensions. 
However, the markets were coming to terms that these issues may soon reach a satisfactory 
conclusion. Global risk assets were higher as the S&P 500 Index rose 13.6% over the quarter 
and the price of West Texas Intermediate crude oil rose 32% to close the quarter at US$60.14 
per barrel. 

 
Performance Summary  
  

• Over the first quarter of 2019, Series F of Sentry Corporate Bond Fund (the “Fund”) returned 
4.8% while its benchmark, the ICE BofAML Global Corporate and High Yield Index, was up 
4.4%. 

 

• The ICE BofAML Global High Yield Index, which returned 5.9% (in Canadian-dollar terms and 
75% currency hedged) for the quarter, had its best quarterly return since 2012 due to 
tightening spreads and lower interest rates. Low new issuance and strong investor demand 
provided good technical support of the high-yield market. The yield on the index plunged 135 
basis points (bps) to 6.2% over the quarter. 

 

• The ICE BofAML Global Corporate Index returned 3.8% (in Canadian-dollar terms and 75% 
currency hedged) over the quarter as spreads tightened 30 bps and underlying interest rates 
fell 16 bps. Global investor appetite for credit bounced back in the quarter as the Fed relented 
and gave the markets what they wanted. As well, issuance was below expectations, falling 
from the same period the previous year. The credit curve continued to steepen this quarter 
as long-term and corporate bonds rated BBB lagged, as investors were cautious on long-end 
corporate bonds as interest rates fell. 

 
Contributors to Performance 



 

 

• The Fund’s overweight allocation to the high-yield sector was a positive for the Fund’s 
performance as this sector had the highest return during the quarter. Security selection in 
the investment-grade sector was also a positive for Fund performance. 

 

• Pyxus International Inc. (9.875% bonds due 2021) is one of two global tobacco leaf merchants 
and has been in operation for 109 years. The company is directing excess cash flow toward 
alternative crops and end markets, including legal cannabis. 

 
• U.S. bank Tier 1 bonds from Citigroup Inc. and Bank of America Corp. enjoyed strong 

performance in the quarter as prices returned to September 2018 levels. 
 
Detractors from Performance 
 

• Security selection within the high-yield sector was a major detractor from performance as 
the Fund’s high-yield holdings are higher-quality securities, while lower-quality securities did 
better during the quarter. The Fund’s overweight allocation to preferred shares hurt Fund 
performance as returns from preferred shares were lower than for both high-yield and 
investment-grade bonds. In addition, the Fund’s holdings of U.S.-dollar assets that were not 
currency hedged hurt performance as the Canadian dollar rose 2.1% during the period.  

 

• The Fund’s overweight position in bonds of MEG Energy Inc., a steam-assisted gravity 
drainage oilsands producer, detracted from performance as the company’s stock was 
repriced lower when Husky Energy Inc. withdrew its takeover bid for the company in January. 

 

• Also detracting from performance during the quarter was the Fund’s holding of SkillSoft 
Corp.’s second lien loan. SkillSoft, an established cloud-based learning and human resource 
platform provider, is struggling with management turnover and increased leverage. However, 
new management is in place and we expect it to communicate soon its plan for reducing 
leverage. 

 
Portfolio Activity 
 

• The main activity during the quarter was a large increase in the Fund’s allocation to high-yield 
bonds, from 48% to 55% of Fund assets, due to the change in the Fed’s guidance on interest 
rates and good valuations for these bonds at the beginning of January. On the flip side, the 
Fund’s weight in investment-grade bonds was reduced to facilitate the increase in high-yield 



 

bonds. Within the investment-grade sector, government bonds were reduced and higher-
quality bonds sold to increase the yield from this sector. 

 
Outlook 
 

• The most significant influence on global risk assets during the quarter was the Fed’s decision 
to pause on any further hikes in interest rates. Simply put, the Fed has relented to the wishes 
of the markets. Following the sell-off of risk assets in the fourth quarter of 2018, the Fed has 
taken a number of steps, in fairly rapid succession, to reassure markets that it would not 
continue raising interest rates into a slowing U.S. or global economy. The market now 
assumes the Fed is on hold for the remainder of the year. 

 

• The Bank of Canada was assumed to be on hold regarding interest rate hikes for 2019 after 
raising its key policy rate 75 bps in 2018. So, as expectations of interest rate hikes dropped in 
the U.S., the Canadian market started to price in an interest rate cut. 

 

• Global growth has certainly slipped, inclusive of the U.S. and Canada; however, we believe 
the global economy will bounce back in the second quarter of 2019 and we should see growth 
of about 2% for the whole of 2019. Not too hot and not too cold – just right; it’s a “Goldilocks” 
environment for carry assets going forward. 

 

• The high-yield market is much improved from the previous quarter with new issuance and 
inflows to the asset class particularly strong in this quarter. Our base case suggests further 
spread tightening is possible, but it would come from Treasury yields backing up rather than 
high-yield bond prices appreciating. Hence, the expectation of “clipping our coupon” will yield 
a very respectable high-single to low-double-digit return for the year, which is our base 
assumption. 

 

• We are positive about the future for the investment-grade sector, but just not as much as for 
the high-yield sector. Credit fundamentals are holding up as the more indebted companies 
continue to deleverage, which is positive for credit quality. Investor demand is expected to 
remain strong, while issuance is expected to underwhelm, which is ideal for credit investors.  

 
 
 



 

Series F returns (in %) as at  
March 31, 2019  

Year-to-
date 1 year 3 year 5 year 

Since 
inception 

(8/31/2012) 

Sentry Corporate Bond Fund 4.8 4.3 4.9 3.9 4.2 

 
Sources: Signature Global Asset Management and Bloomberg L.P. Data is as at March 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. 

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. 

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 indices or a weighted blend of widely quoted market indices or 

another investment fund. There are various important differences that may exist between the mutual fund and the 

stated indices 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 indices or investment fund. Indices are unmanaged and their returns do not include any sales charges or 

fees. It is not possible to invest directly in market indices. 

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.  

Signature Global Asset Management is a division of CI Investments Inc. 

© CI Investments Inc. 2019. All rights reserved. “Trusted Partner in Wealth” is a trademark of CI Investments Inc.  
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