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Sentry Corporate Bond Fund 

Investment grade corporate bonds had a difficult end to the year, as did all risky assets, as the 
global economy slowed but central banks seemed determined to continue tightening financial 
conditions.  Canadian investment-grade bonds underperformed Government of Canada bonds as 
interest rates fell and spreads widened dramatically during the fourth quarter.  Capital markets 
were dealing with several concerns including U.S. Federal Reserve interest rate hikes, slowing 
growth in China and geopolitical issues related to Brexit, the Italian budget, and China-U.S. trade 
tensions. Global risky assets fell and volatility rose as the S&P 500 Index fell 13.5% over the quarter 
and West Texas Intermediate (WTI) oil fell 38% to close at $45.41 per barrel. 

Credit fundamentals were fairly stable in the fourth quarter as U.S. earnings grew but at a slower 
rate than earlier in the year.  Additionally, the picture for future growth was a little cloudier as trade 
tensions remained high.  Earnings growth is expected to continue in 2019, but at a slower pace and 
with more differentiation across sectors.  Issuance was notably lower in the U.S. and down 55% in 
Canada from the previous year. It was the lowest level of fourth-quarter issuance since the fall of 
2008. U.S. investment-grade non-financial gross debt to EBITDA dropped slightly to 2.90 times as at 
3Q-18, due to higher earnings and lower new debt. The ratio has fallen slowly from 3.11 times a 
year ago and a cycle high of 3.47 times in 2Q-16.  

We believe worries that a few large investment-grade credits may be downgraded to high yield are 
all over stated, but due to the very fact that the concern exists, it has driven companies to take real 
action.  This is positive for the overall market as other companies will be less likely to allow their 
credit profiles to weaken, lest their spreads widen dramatically or at worse are unable to fund 
themselves.  General Electric, InBev, AT&T and Enbridge have all been in the headlines regarding 
their high debt levels, but all plan to take major steps to reduce debt levels over the next few years.  

The U.S. Federal Reserve raised rates by 25 basis points at its late December meeting. It was 
considered a dovish hike as the Fed Chairman Jerome Powell took a much more cautious outlook on 
rate increases for 2019.  The Fed’s dot plot decreased the number of hikes expected in 2019 from 
three to two hikes.  The Bank of Canada (BoC) also raised overnight rates by 25 basis points to 
1.75% in October, as the BoC wanted to continue removing its accommodative stance but later in 
the quarter indicated that it would take a more balanced approach going forward given the 
headwinds facing the economy. The Canadian bond market stopped flattening and reversed course 
in the fourth quarter with the 2 to 30-year curve increasing 12 basis points to 32 basis points. 

The Canadian Investment Grade Index returned 0.86% in the fourth quarter, significantly under 
performing Canadas as spreads widened 33 basis points and 10-year interest rates fell 47 basis 
points.  In Canada, investor appetite for credit dried up as the quarter progressed to the point that it 
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became very difficult to bring new issues to market.   The highest total returning sectors were mid-
term infrastructure and financials, while the lowest returning sectors were long-term 
communications and industrials, as not only did the credit curves steepen but so did interest rate 
curves.  

The outlook for Canadian investment grade is positive for the first half of 2019 as some of the weak 
liquidity induced spread widening is unwound at the beginning of the year. We believe the 
Canadian and global economies will post modest growth in 2019. Companies continue to de-lever, 
which is positive for credit quality, and issuance is expected to be light.  Credit quality is expected to 
remain intact, demand to return, and we don’t see any signs for major concerns at this point 
although we must remain nimble to changing political winds.   

Class F Returns (in %) as at  
December 31, 2018  

Year-to-
date 1 year 3 year 5 year 

Since 
inception 

(8/31/2012) 
Sentry Corporate Bond Fund  -1.0 -1.0 3.1 3.8 3.7 

 
 
IMPORTANT INFORMATION 
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 has taken reasonable steps to ensure their accuracy. 
 
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. 
 
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. There are 
various important differences that may exist between the mutual fund and the stated indices 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. Indices are unmanaged and their returns do not include 
any sales charges or fees. It is not possible to invest directly in market indices. 
 
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,” 
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“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. 
 
®CI Investments and the CI Investments design and logo are registered trademarks of CI Investments Inc. ™Signature 
Global Asset Management and ™Signature Funds are trademarks of CI Investments Inc.  
 
Sentry Investment Management and Signature Global Asset Management are divisions of CI Investments Inc. 
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