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CI Global Health Sciences Corporate Class
Market Overview
•

In the second quarter of 2019, the global health care sector continued its trend in the first quarter of
underperforming the broader market. This was due in part to the more defensive nature of the sector
and the political discussions in the U.S. around “universal health care” and “Medicare for all.”

Performance Summary
•

In the second quarter of 2019, Class F of CI Global Health Sciences Corporate Class (the “Fund”)
returned -5.7%, underperforming its blended benchmark (50% the NASDAQ Biotechnology Total
Return Index and 50% the S&P 500 Pharmaceuticals Total Return Index), which returned -3.2% over
the same period. Year-to-date, the Fund (4.2%) is roughly in line with the benchmark (5.0%).

•

The main reason for the Fund’s underperformance was poor stock selection and the concentrated
nature of the Fund.

Contributors to Performance
•

CompuGroup Medical SE, a Germany-based provider of health-care IT, was the Fund’s top individual
performer during the quarter. Germany is in the midst of digitizing its health-care infrastructure, and
the government is relying on CompuGroup to roll it out. This is a multi-year opportunity that allows
the company to install a backbone into most clinics, hospitals and physician offices in Germany.
CompuGroup can then sell added services/software to each client.

•

Voyager Therapeutics, Inc., a gene therapy company with a lead-candidate drug to treat Parkinson’s
disease, was the Fund’s second-best performer during the period. Not only is Voyager Therapeutics
getting closer to the Parkinson’s disease clinical trial results, but the company has signed two lucrative
partnership deals this year with Neurocrine Biosciences, Inc. and AbbVie Inc.

Detractors from Performance
•

Intercept Pharmaceuticals, Inc., a drug company focused on non-viral liver disease, was the biggest
detractor from the Fund’s performance. While Intercept Pharmaceuticals is the only company to have
positive phase III trial results in the very large non-alcoholic steatohepatitis (NASH) market, investors
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are not sure how this competitive market will play out. Despite the positive trial, Intercept
Pharmaceuticals may have set the bar too low, thereby allowing competitors room in the market. We
believe investors are underestimating the challenge of running and obtaining a positive phase III trial
in NASH that meets the regulators’ requirements. The proof will be in commercial sales of NASH, which
should begin in the second half of 2020 after approval.
•

Aerie Pharmaceuticals, Inc. was the other big detractor from Fund performance. The company has just
launched a new glaucoma drug, and the market is debating the trajectory of that launch. Our longerterm perspective looks through the launch and sees an effective glaucoma drug that could dominate
the market.

Portfolio Activity
•

We eliminated three medical device companies from the Fund’s portfolio, NanoString Technologies,
Inc. (biotech company); Nevro Corp. (medical devices); and NuVasive, Inc. (medical devices), as they
reached our estimation of their intrinsic value.

•

Medtronic plc’s, the world’s largest medical devices company, was added to the Fund’s portfolio after
the company’s stock sold off on growth concerns. We also added Fresenius Medical Care AG & Co.
KGaA, a global supplier of dialysis products and services, as we believe investors are not recognizing
the growth opportunities in home dialysis, Medicare Advantage expansion and integrated care.

Outlook
•

As is the case in many commentaries on health care, the U.S. political environment will help determine
performance. The Democrats are in the process of choosing their presidential nominee. During this
process, candidates propose ideas to address access and cost of health care. With 20 candidates vying
for the Democratic Party nomination, the proposals can be fairly radical. We believe the most likely
outcome will be a nominee intent on expanding either the Affordable Care Act (aka Obamacare) or
Medicare.

•

In the second half of 2019, we look forward to many clinical and regulatory milestones. We would
highlight the filing by Intercept Pharmaceuticals for approval in NASH and Sangamo Therapeutics,
Inc.’s gene therapy data in hemophilia and other rare diseases.

•

The Fund continues to be concentrated in both number of companies in and exposure to the U.S. It
also remains unhedged regarding currency exchange.
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Class F returns (in %) as at
June 30, 2019
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10 year
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CI Global Health Sciences
Corporate Class

4.2

-5.0

3.6

3.2

13.4

7.4

Sources: Bloomberg L.P.; Morningstar Direct; and Altrinsic Global Advisors, LLC, 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, including
changes in security value and reinvestment of all dividends or 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 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.
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. 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.
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.
Altrinsic Global Advisors, LLC are portfolio sub-advisors to certain funds offered and managed by CI Investments Inc.
CI Investments and the CI Investments design are registered trademarks of CI Investments Inc.
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