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Performance Summary  
  

• Over the second quarter of 2019, Class F of Signature Diversified Yield II Fund (the “Fund”) 
returned 2.6% while its blended benchmark (40% ICE BofAML US High Yield Total Return 
Index, 20% MSCI ACWI Global High Dividend Yield Total Return Index, 20% MSCI ACWI 
Infrastructure total Return Index and 20% MSCI World Real Estate Total Return Index) was up 
0.2% over the same period. 

 

• The 60% hedge on the 63% of the Fund in U.S.-dollar positions partially offset the 2.6% 
appreciation of the Canadian dollar over the quarter. 

 
Contributors to Performance 
 

• Aena SME, S.A., a Spain-based airports company, was a top contributor to Fund performance 
over the quarter due to a variety of factors, including a resolution of the Spanish election with 
a new government providing policy and regulatory stability for the airports sector. 
Additionally, the company reported solid first-quarter 2019 results and increased its forecast 
for passenger growth in 2019. We believe falling bond yields – particularly in Spain – produced 
a macroeconomic opportunity for the valuation of this dividend-paying company. 
 

• American Homes 4 Rent, LLC, a single-family rental REIT concentrated in the Sun Belt and 
Midwest U.S. markets, delivered clean and healthy first-quarter 2019 operating and financial 
results with no negative surprises. Higher occupancy and rental rates buoyed top-line growth 
in the quarter, while declines in repairs and maintenance, and turnover costs eased expense 
growth. Higher portfolio occupancy rates position the company well for continued rental-rate 
growth momentum going into the peak leasing season. 

 
Detractors from Performance 
 
• Kinder Morgan Canada Ltd., an energy infrastructure company that owns and operates 

pipelines and terminals in Canada, detracted from Fund performance due to the fall in its 
share price over the quarter. The decline followed its strategic review, which many market 
participants expected to end in a sale of the company at a premium price. We exited the 



 

Fund’s position in Kinder Morgan Canada as we believe the company’s valuation does not 
reflect its significant challenges and subscale business footprint on its own.  

 

• Tricon Capital Group Inc., an asset management company focused on North American 
residential real estate, announced in April 2019 its acquisition of Starlight U.S. Multi-Family 
(No. 5) Core Fund, which consists of 23 primarily garden-style apartment complexes located 
in suburban U.S. Sun Belt neighbourhoods. The acquisition was funded by issuing Tricon 
Capital Group shares to Starlight unitholders and assuming Starlight’s existing debt. While the 
acquisition aligns with Tricon Capital Group’s U.S. middle-market rental focus, it falls outside 
of the company’s single-family rental vertical, results in modestly higher leverage and the 
potential for shareholder rotation as lock-up periods expire. All these factors detracted from 
the company’s share-price performance despite healthy first-quarter 2019 operating and 
financial results. 

 

• The Williams Companies, Inc., a U.S. midstream natural gas company, detracted from Fund 
performance due to larger questions about energy markets and a weakening U.S. natural gas 
price. There are also concerns that low prices could impact the credit quality of the company’s 
counterparties or the growth trajectory in the company’s key northeast U.S. footprint. 

 
Portfolio Activity 
 

• We added a Fund position in Keyera Corp. bonds (6.875% fixed-floating hybrid bonds due 
2079), which are rated BB+ by the Standard & Poor’s credit rating agency. Keyera is an 
integrated Canadian midstream energy services company with 70% of its revenues generated 
on a fee-for-service basis. The company’s new bond issue along with internally generated 
cash flow will fund growth projects already underway. 

 

• We exited from the Fund’s position in long-time holding Vail Resorts Inc. as we believe the 
traditional skier is tapped out on further price increases at ski resorts, and thus the outsized 
margin improvements of the past should slow. 

 
Outlook 
 
• The pivot by central banks globally to a more accommodative policy on interest rates 

supports credit creation and, by extension, economic growth, so long as the credit impulse 
remains positive (i.e., the willingness to borrow to invest has not been neutralized by 
deteriorating economic fundamentals). While continued trade tensions warrant caution, we 



 

remain confident the carry trade lives globally and in massive size, as savings rates remain 
high and demand surpasses supply in credit and bond proxies, such as real estate and 
infrastructure. “Coupon-clipping” returns from here are our base case. 

 
 

Class F returns (in %) as at  
June 30, 2019  

Year-to-
date 1 year 3 year 5 year 

Since 
inception 

(2/14/2011) 

Signature Diversified Yield II Fund 12.1 7.2 6.0 4.7 6.6 

 
 
Sources: Bloomberg L.P., Morningstar Direct 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. 
 
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. 
 

© 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. 
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