Sentry Growth and Income Fund
First-quarter 2019 Commentary
Market Overview
•

Markets recovered significantly in the first quarter of 2019 from the December 2018 sell-off.
Equites have been supported by the U.S. Federal Reserve (the “Fed”) becoming more cautious
on interest rate hikes and solid consumer spending backed by a robust employment picture
in Canada and the U.S. Our view is we are in a prolonged period of modest economic growth,
which implies periods of above-trend growth will be followed by periods of below trend
growth, and vice versa, but we believe the conditions are not indicating a dramatic
contraction of the Canadian or global economy.

•

Late in the third quarter of 2018, we viewed stocks broadly as expensive, as their high
valuations were inconsistent with our expectations of more modest growth going forward.
Then, last December, we became more optimistic about valuations for equities as we believe
economic growth is intact and the market correction experienced at the end of 2018 was
overdone. However, today we find ourselves back in a position of being concerned that
valuations are still too high for a slow-growth environment.

Performance Summary
•

Over the first quarter of 2019, Series F of Sentry Growth and Income Fund (the “Fund”)
returned 11.1% compared with the 13.0% return for its blended benchmark (85% S&P/TSX
Composite Index and 15% S&P 500 Index).

Contributors to Performance
•

Our buying of stocks during the sell-off in December 2018 benefited Fund performance during
the first quarter of 2019 as those stocks appreciated in value over the quarter.

•

Top individual contributors to the Fund’s performance included Brookfield Property Partners
L.P., Apple Inc., Brookfield Asset Management Inc. and KLA-Tencor Corp., a maker of test and
inspection equipment for the semiconductor industry.

Detractors from Performance
•

The largest individual detractor from Fund performance was Maxar Technologies Inc. Maxar
Technologies manufactures and operates satellites. One of its imaging satellites, which
provides content to the U.S. government as well as to commercial services, such as Google
Maps, experienced a catastrophic failure. We believe this is an exceptionally rare event.
Issues with space satellites generally occur on launch or first deployment. Once a satellite is
in orbit and operational, it will often maintain function for over 20 years. This particular
satellite had been in operation for two years, and thus the disruption was an unpredictable
event. However, there is no easy way to replace the satellite’s service features as it takes
years to get a replacement satellite in orbit. Therefore, we viewed this as a significant enough
impairment to the business of Maxar Technologies that we eliminated the position from the
Fund’s portfolio.

•

Other detractors from Fund performance included CME Group Inc. and Humana Inc. CME
Group is a derivatives exchange, and Humana is a U.S. health insurance company. We
continue to believe both are companies with strong prospects, and we continue to hold both
in the Fund.

Portfolio Activity
•

During the quarter, we added to the Fund’s holdings in Brookfield Asset Management and
Apple.

•

We eliminated the Fund’s holding in UnitedHealth Group Inc., another U.S. health insurance
company. We believe the company’s valuation had become stretched, and thus we sold this
position in favour of a Fund position in Humana.

•

We also trimmed Fund positions in Brookfield Property Partners, Alimentation Couche-Tard
Inc. and Parker Hannifin Corp. These holdings performed well during the quarter, but they
had become substantial weights in the Fund’s portfolio and were trimmed to resize their
weight in the portfolio.

•

We initiated Fund positions in Booking Holdings Inc., an online travel booking site with a
strong presence in Europe, and pipeline operator Enbridge Inc.

Outlook
•

We expect the market to remain volatile as we continue to believe there will be more modest
economic growth this year, which will disappoint those with elevated expectations while
subduing concerns of those who foresee a significant contraction. We will maintain our price
discipline, trimming or adding to the Fund’s portfolio based on company valuations, which
we believe will be additive to returns while managing risk. That said, we do not anticipate
significant turnover of the Fund’s portfolio except that associated with the stated approach
of price discipline applied to quality companies such that business risk is managed in a
concentrated portfolio.

•

We believe the Fed pausing on any further hike in interest rates will be supportive of stocks,
and a settlement of the U.S.-China trade war could improve prospects for growth, but we
remain cautious, always looking for pockets of value, and willing to raise the Fund’s cash level
from time to time.
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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
compound total returns net of fees (except for figures of one year or less, which are simple total returns) including
changes in security value and reinvestment of all 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.
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.
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.
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, the CI Investments design, Harbour Advisors and Sentry are registered trademarks of CI Investments
Inc. Harbour Advisors is a division of CI Investments Inc.
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