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Class F returns (in %) as at March 
31, 2020 

Year-to-
date 

1 year 3 year 5 year 10 year 

Since 
inception 

(2000-
11-17) 

CI American Value Fund -21.2 -11.0 0.7 3.4 9.9 3.3 
Source: Epoch Investment Partners, Inc., as at March 31, 2020. 

 
Market Overview 

 

• The COVID-19 outbreak became a global pandemic. Stocks tumbled swiftly into a bear market, with 
some markets reporting their worst quarter in decades. The longest bull market in U.S. history ended 
abruptly with the fastest-arriving bear market ever.  
 

• Investors began the quarter with guarded optimism about the global economy, which appeared to be 
recovering from a manufacturing slump. Equity markets then crumbled in February as it became 
evident the virus was not contained within China and that governments would voluntarily shut down 
their economies to slow its spread—an unprecedented event. 

 

• Central banks provided liquidity while acknowledging that monetary policy had its limits and that fiscal 
policy needed to be more supportive. The Federal Reserve (Fed) cut short-term rates to zero and 
provided other forms of liquidity to keep credit markets functioning. The precipitous drop in stock 
prices continued unabated, however, until the Fed announced unlimited purchases of Treasury bonds 
while Congress appeared on track to pass a massive $2 trillion spending bill. 

 
Performance Summary 

 
• Over the first quarter of 2020, the CI American Value Fund (the Fund) was down 20.0% while its 

benchmark, the S&P 500 Total Return Index, was down 11.8%.  
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• Security selection primarily in the consumer discretionary, industrials, and real estate sectors 
detracted from results for the period.   
 

Contributors to Performance 
 

• Several of the Fund's information technology companies continue to perform well.  For example, 
Microsoft Corp. reported fiscal second quarter revenue growth of 13.5% year-over-year, and a 
corresponding 38.1% increase in net income.  Azure Cloud Services (cloud computing) revenue was up 
62%, Surface Pro up 6% and LinkedIn revenue was up 24%.  The most high-profile win for Azure in the 
quarter came from the U.S. Department of Defense, which awarded the Joint Enterprise Defense 
Infrastructure (JEDI) cloud contract to Microsoft, worth up to $10 billion over a decade. 
 

• Arista Networks reported better-than-expected fourth-quarter financial results. Arista provides cloud 
networking solutions for datacenters and computer environments. The company has been gaining 
share in datacentre switching due to a unified architecture platform and software overlay that has 
proven to be more scalable and programmable than competing solutions from Cisco, all at a lower 
cost.   

 
Detractors from Performance 

 
• In consumer discretionary, MGM Resorts retracted its targets for 2020 profits and free cash flow 

generation due to the impact of the coronavirus at its gaming facilities, particularly in Macau. Due to 
the significant threat of the virus to the company's business model, we opted to sell the Fund's position 
in the company in March 2020.  
 

• In industrials, Boeing Co. and Woodward Inc., two commercial aerospace companies, served as the 
primary detractors.  Boeing's stock has come under pressure due to the grounding of the company's 
737 MAX aircraft, and more recently the perceived fear that a decline in air travel due to the 
coronavirus will lead to an increase in new plane order cancellation. We view Boeing as a very 
attractive long-term holding and believe it will outperform the market once investors can see an end 
to the COVID-19 economic slowdown and a return to normalcy. Boeing has sufficient cash to weather 
this slowdown, and we expect government stimulus support to bolster both its customers (airlines) 
and suppliers.   

 
• Woodard is a leading provider of aeronautic components to the commercial aerospace industry and 

as a result, its stock has come under pressure due to the same concerns. Woodward agreed to merge 
with Hexcel Corp. in January 2020.  While we were initially attracted to the existing synergies between 
the two companies, the rapid deterioration experienced in the commercial aviation market in the last 
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month significantly increases the inherent risk in the company's near-term trajectory. As a result, we 
opted to sell the Fund's position in the company in March 2020. 

 
Portfolio Activity 

 
• We have reduced our exposure to the commercial aerospace, gaming, and real estate industries.   

 
• We purchased Dollar General Corp. and Walmart Inc. and added to our position in Dollar Tree, Inc.  All 

three companies serve as a dependable source of staple goods for consumers and as a result, have 
experienced a surge in foot traffic in their stores.  All three companies have indicated that they remain 
confident in their supply chains.   

 
• We added Dropbox, Inc. which designs and develops document management software. The company 

offers a platform that enables users to store and share files, photos, videos, songs, and spreadsheets. 
Dropbox serves customers worldwide. Dropbox is currently investing for future growth. This action is 
temporarily reducing margins and free cash flow, which should rebound in the second half of the year 
as the investment requirement is reduced. Additionally, there is opportunity for the company to do a 
better job monetizing its introductory pipeline and converting these users into paying customers. The 
company's results should benefit from any increase in collaboration due to the coronavirus pandemic. 

 
• We sold select industrial companies, including Ingersoll-Rand Inc. and United Technologies Corp., that 

are more susceptible to a slowdown in global economic activity.   
 

Outlook 
 

• The Fund's performance has been impacted by its exposure to economically sensitive industries and 
companies that have been impacted by the disruption and uncertainty caused by the COVID-19 
pandemic. We still retain high conviction that our current investments represent the best opportunity 
to perform well over the next 12 months. 
 

• In our view, this crisis is different than the financial crisis, and it's clearly a temporary problem. Our 
base case is for a V-shaped recovery in the second half of 2020. We believe its highly likely that the 
virus will be contained within the next few months which will result in the unleashing of significant 
pent-up demand, and that economic growth will resume in the back-half of the year.  

 

• With that said, in our opinion the market is now discounting a severe and prolonged recession, both 
in terms of GDP and corporate profit growth, that is unrealistic in both its timing and magnitude. 
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• The Fund remains invested in companies that generate above average levels of profits and cash flow 
relative to many peers and are now trading at very attractive valuations relative to the market overall. 
As a result, companies held within the portfolios will be in a better position to experience revenue and 
profit growth when the recovery commences.   

 
Source: Bloomberg Finance L.P., Morningstar Direct and Epoch Investment Partners, Inc. 

 
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.  
 
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. 
 
© 2020 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. 

 
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 construed as an endorsement or recommendation of any entity or security discussed. 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. All charts and illustrations in this 
document are for illustrative purposes only. They are not intended to predict or project investment results. 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.   
 
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. 
 
The author and/or a member of their immediate family may hold specific holdings/securities discussed in this document.  Any 
opinion or information provided are solely those of the author and does not constitute investment advice or an endorsement or 
recommendation of any entity or security discussed or provided by CI Investments Inc. 
 
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 
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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 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. 
 
Epoch Investment Partners, Inc. is a portfolio sub-advisor to certain funds offered and managed by CI Investments Inc. 
 
CI Investments® and the CI Investments design are registered trademarks of CI Investments Inc.  
 
©CI Investments Inc. 2020.  All rights reserved. 
 
Published April 24, 2020. 


