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Market Overview 
 

• The energy market had a volatile second quarter of 2019, although benchmark crude-oil 
prices – West Texas Intermediate and Brent -- ended the period down less than 3%, after a 
solid run in the first quarter of the year. 

 

• Concern over oil demand and U.S. shale production reaching new low and high records, 
respectively, drove crude prices down more than 20% at one point during the second quarter, 
before rallying 15% when geopolitical tensions intensified amid the tanker attacks in and 
around the Strait of Hormuz. 

 

• Natural gas prices declined a further 13% during the quarter as winter ended. There continues 
to be plenty of low-cost natural gas supply available in North America, as was demonstrated 
in 2018 when U.S. production grew 8 billion cubic feet per day (or half of total Canadian 
production). 

 
Performance Summary 
 

• Over the second quarter of 2019, Class F of Signature Global Energy Corporate Class (the 
“Fund”) declined 5.4%, outperforming its benchmark, the S&P/TSX Capped Energy Total 
Return Index, which declined 8.4% over the same period. Both the S&P 500 Energy Index and 
the Fund’s benchmark slightly underperformed benchmark commodity prices. 

 
Contributors to and Detractors from Performance 
 

• The Fund’s performance this quarter was helped by our underweight exposure to companies 
in the natural gas exploration-and-production (E&P) sub-sector. There was a significant 
contribution from our holding of renewable company First Solar Inc. Solar energy still 
represents less than 3% of all U.S. power sources and thus offers a substantial growth 
opportunity, particularly in light of technology improvements that have substantially 
decreased the cost structure. First Solar has enjoyed stellar performance, with its stock price 
up more than 50% since we purchased it in late 2018. The company’s orders have been solid, 
with its capacity contracted into 2021, due largely to a cost advantage in the solar panel 
market with its new Series 6 module. 



 

 

• Integrated companies again held up better than those in the E&P, refinery and service sub-
sectors. The Fund’s underweight exposure to the integrated group hampered the Fund’s 
performance during the quarter. Encana Corp. was a detractor, even though its management 
met operating expectations, especially on its newly acquired oil well assets in the Anadarko 
Basin in Oklahoma. Following the acquisition in February 2019, the company reached its $1-
million cost-reduction target for the wells during the first quarter of 2019. (All dollar amounts 
are expressed in U.S. currency.) Encana also increased the general and administrative savings 
target by another $25 million for a total of $150 million. However, the company’s stock has 
underperformed its peers because crude prices in the low $50-a-barrel range has created 
fears among investors about the company’s free cash flow. The impact of both natural gas 
and natural-gas-liquid prices, which fell 13% and more than 20%, respectively, over the 
quarter, also had a large impact on Encana’s performance. 

 
Portfolio Activity 
 

• We reduced the Fund’s position in Canadian Natural Resources Ltd. to take some profit. While 
we continue to consider Canadian Natural Resources a high-quality company, it is leveraged 
to heavy-oil differentials, which are trading at their narrowest levels in many years – at below 
US$10 a barrel recently, compared with more than US$50 a barrel during the fourth quarter 
of 2018 – due to production curtailments imposed by the Alberta government. If these 
curtailments are reversed, we expect differentials could widen back to at least railway-
transport economic viability, which is closer to US$20 a barrel. 

 

• We also took profits from the Fund’s fixed-income position in Calfrac Well Services Ltd., a 
North American fracking company. Fracking efficiency has improved by more than 20% during 
the past year and this has effectively increased spare fracking capacity, resulting in ongoing 
price pressure for the oil extracted. 

 
Outlook 
 

• Members of the Organization of the Petroleum Exporting Countries (OPEC) and some non-
OPEC oil producers agreed following the quarter-end to continue their 1.2-million-barrel-a-
day crude oil production cuts for another nine months until March 2020. This is expected to 
continue to support the price of oil, as should geopolitical tensions in the Middle East and 
central banks’ desire to prevent an economic recession. On the other hand, oil prices could 



 

face some downward pressure from renewed concerns over lower demand resulting from 
unresolved trade tensions, as well as from steady supply from ongoing shale oil production. 

 
 

Class F returns (in %) as at  
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Year-to-
date 
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3.3 -27.6 -5.3 -10.2 0.5 6.4 

 
 
Sources: Bloomberg L.P.; Morningstar, Inc.; and Signature Global Asset Management, as at June 30, 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 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. 
 
© 2019 Morningstar Research Inc. All Rights Reserved. The information contained herein: (1) is proprietary to 
Morningstar and/or its content providers; (2) may not be copied or distributed; and (3) is not warranted to be 
accurate, complete or timely. Neither Morningstar nor its content providers are responsible for any damages or losses 
arising from any use of this information. Past performance is no guarantee of future results. 
 
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. 
 
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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