
 

Signature Asian Opportunities Fund 

First Quarter 2019 
 
Performance Summary 
 

• Over the first quarter of 2019, Class F of Signature Asian Opportunities Fund (the “Fund”) 
returned 7.6% compared with a 7.3% return for its benchmark, the MSCI All Country Asia 
Pacific Index, over the same period. 

 

• The Fund slightly outperformed the benchmark during the quarter largely because of stock 
selection. The Fund’s underweight position in real estate weighed negatively on relative 
performance. Stock selection and country allocation (underweight positions in Japan and 
South Korea and an overweight position in China) contributed positively to relative 
performance.  

 

Contributors to Performance 
 

• GDS Holdings Ltd. is the leading data centre developer in China with several projects in the 
pipeline and customers already committed for most of these projects. GDS Holdings has a 
clear and well-articulated expansion strategy to secure new land reserves. Data centres and 
computing power demand are in a secular uptrend to fulfill the surging demand of data usage. 
Data centre business in China has a natural barrier against foreign companies as it operates 
in a protective and sensitive industry for China. GDS Holdings is thus a good proxy for 
investing in Chinese data centres. 

 

• As a Xiaomi Corp. subsidiary, Viomi Technology Co., Ltd. is a leading smart home concept 
enabler in China, leveraging Xiaomi’s ecosystem and distribution channels. Xiaomi 
manufactures smartphones, laptops and related consumer electronics. We see Viomi 
Technology being a disruptor in the home appliance industry because of its unprecedented 
technology experience that Viomi Technology can provide customers through a fully 
connected house. Viomi Technology’s advantages are technology innovative designs, supply 
chain management, user experience enhancement and online-to-offline distribution 
channels. 

 
 
 
 



 

Detractors from Performance 
 

• Our primary thesis on owning Sony Corp. was the company’s management team exiting 
hardware businesses and focusing on recurring revenue businesses would be positive for 
Sony’s future growth. Post this restructuring of the company, Sony is currently facing growth 
challenges in its core business. In gaming, the PS4 is six years into the product cycle. The 
console business faces competition from free-to-play games as well as cloud gaming. While 
Fortnite was a positive contributor to the company, we believe the game will soften in the 
coming years. Sony’s insurance and camera businesses are also facing a slower growth 
environment. While the company’s valuation is not demanding, we do not believe Sony will 
materially outperform its peers until the company’s business turns to the upside. 

 

• Yageo Corp. is a Taiwan-based company primarily manufacturing chip resistors and multilayer 
ceramic capacitors (MLCCs), as well as a global passive component service provider. Although 
the MLCC industry is expected to recover strongly in our opinion, the first half of 2019 will 
likely still be challenging as the industry works through access inventory. Yageo continues to 
closely work with distributors to clean up the excess inventory before demand is expected to 
recover in the second half of the year. We see Yageo as an attractive risk/reward opportunity 
at current share prices, which are supported by the company’s 13%+ dividend yield and a 
price-earnings ratio of 7x. 

 

• Godrej Consumer Products Ltd. is the largest personal and household care company in India 
with the No. 1 market share in insecticide and hair colour and the third-largest market share 
in soaps. The company’s stock has been an underperformer in fiscal year 2019 compared to 
the consumer staples sector as a whole due to disappointing revenue. In its domestic market, 
growth revenue shifted from 8–10% to 5–6% growth mainly from weaknesses in its 
insecticide business where it has experienced disruption from a smaller competitor. Another 
reason for the disappointment in the 2019 fiscal year came from lower revenue growth from 
its international businesses in Indonesia and South Africa and margin compression from 
foreign exchange exposure and higher oil prices. We remain positive about the prospects for 
Godrej mainly because of its recently launched products in the insecticide business that could 
lead to a shift to top-line growth from the mid-single digits to high single digits, less margin 
pressure from foreign exchange and commodities, and cost-saving initiatives that could lead 
to earnings per share growing from mid-single digits in fiscal year 2018 to mid-teens growth 
in fiscal year 2020. 

 
 



 

Portfolio Activity 
 

• Added: Guangdong Investment Ltd. generates the majority of its revenue from supplying raw 
water from the river in Guangdong to Hong Kong. Since this is a 30-year concession with 
exclusive rights to supply water to Hong Kong, the company generates stable cash flow. The 
company’s five-year dividend growth is 20%, and the current dividend yield is 3.5%. We 
added the company to increase the non-cyclical part of the Fund’s portfolio. 

 

• Added: MGM China Holdings Ltd. is one of the leading casino gaming resort operators in 
Macau. It operates MGM Macau on the Macau Peninsula. In February 2018, it opened MGM 
Cotai, a 1,390-room hotel and casino off Macau’s Cotai Strip. We added a new position in the 
company because with the ramp-up of new property, MGM China Holdings is likely to get 
more market share in Macau. The company recently gained a licence renewal from the Macau 
government, which over the short term removes doubt about the company’s ability to 
continue operating casinos. 

 

• Sold: Sands China Ltd. is also a leading casino gaming resort operator in Macau. Sands China 
is a subsidiary of Las Vegas Sands Corp., which is a listed company (NYSE:LVS) in the U.S. Sands 
China was eliminated from the Fund’s portfolio for a profit and to open room to buy MGM 
China Holdings. Sands China is planning a big renovation to several of its properties this year, 
which might impact its financial performance in the short term. 

 
Outlook 
 

• During the last quarter of 2018, three factors weighed heavily on cyclical assets: increased 
trade tension between the U.S. and China, comments by U.S. Federal Reserve (the “Fed”) 
Chairman Jerome Powell that the Fed’s target interest rate is still far from “neutral” and a 
slowing Chinese economy. 

 

• All three of anticipated challenges for economic growth did not materialize during the first 
quarter of 2019. First, not only did the Fed reverse course on “far from neutral” interest rates 
and plan to hike interest rates multiple times this year, but in early January, the Fed indicated 
it may have room to pause on hiking interest rates. In March, the Fed confirmed that no 
interest rate hikes might be needed in 2019. Second, skepticism that trade negotiations 
between the U.S. and China would not deliver anything substantial turned into cautious 
optimism after both sides talked about progress. Even though no deal was reached in the first 
quarter of 2019, expectations for an initial deal or understanding in the next few months 



 

remain high. Finally, a number of fiscal stimulus measures announced at the meeting of 
China’s National People’s Congress in March are, in our view, positive for the country’s 
economic growth in the near term. 

 

• On the back of easier global financial conditions, encouraging signs from China regarding 
growth and optimism on the U.S.-China trade front resulted in a strong start to the year for 
emerging market assets. 

 

• Although growth in Europe and Japan and uncertainty about the weakness in U.S. indicators 
are major risks to emerging market assets if economic growth slumps further, easier global 
financial conditions, a stable U.S. dollar and decent Chinese growth provide a strong offset to 
these risks. 

 

• Politics remains a wild card. 
 

• We remain constructive on emerging Asia assets and believe equities can continue to grow 
even after the strong start to the year. Political clarity in India and Indonesia following 
elections in those countries in the second quarter of 2019 should also be supportive of 
equities. However, we also expect more volatility and price swings throughout the region as 
we move through 2019. 

 
 

Class F returns (in %) as at  
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Year-to-
date 

1 year 3 year 5 year 10 year 

Signature Asian  
Opportunities Fund 

7.6 -3.2 7.5 7.3 7.8 

 
 
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 commentary is published by CI Investments Inc. 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 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. 

CI Investments and the CI Investments design are registered trademarks of CI Investments Inc. Signature Global 

Asset Management and Signature Funds are trademarks of CI Investments Inc. Signature Global Asset 

Management is a division of CI Investments Inc. 
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