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Summary
For the month ended September 30, 2018, Sentry Global REIT Fund returned -2.4%. Year-to-date to
September 30, 2018, the fund is up 3.3%.
Contributors to performance
InterRent REIT, Brookfield Property Partners and Mitsui Fudosan were the strongest contributors
to total return in September.
Detractors to performance
SL Green Realty, Deutsche Wohnen and Glenveagh Properties detracted from fund performance in
September. We met with Glenveagh CEO Justin Bickle in mid-September, subsequent to the Q1 2018
earnings release, and came away with renewed confidence in the outlook for the overall business
and the commuter-belt starter homes market in Dublin.
Portfolio activity
In late September, we attended the BMO Real Estate Conference in Chicago. The conference was
well-attended with good representation from U.S.-based investors. The overall tone of the
conference was positive with fundamentals viewed as generally healthy in the U.S. and Canada.
Technology and disruption were key themes, with implications of co-working (i.e. WeWork), coliving and blockchain topical. The location of Amazon HQ2, Amazon’s proposed second corporate
headquarters, was also a popular topic, with consensus biased strongly in favour of Washington, DC.
Interestingly, many of our discussions with U.S.-based REIT-dedicated and generalist investors
revealed the teams were dedicating more time and resources to Canadian REITs, with a bias toward
increasing allocations to Canada. Also at the conference, representatives from Jones Lang Lasalle
noted that a number of secondary and tertiary markets were starting to “get the attention they
deserve” as commercial real estate investors increasingly look to non-gateway markets for
opportunity and as office and industrial tenants increasingly focus on labour availability. We had
many constructive one-on-one meetings with U.S.-based management teams across the spectrum –
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multi-family residential, industrial, retail, office, hotel and other – and have continued on our path,
selectively reducing the fund’s exposure to retail while adding to industrial.
Noteworthy developments
•

On September 10, 2018, CBRE Canada announced $16.5B of transactions were recorded in Q2
2018, marking the highest level of quarterly investment volume in Canadian history. The figure
marked a 38% increase from the previous record total of $12.0B reached in Q1 2017. First-half
2018 investment volume of $26.8B also marks an all-time high for a half-year period. The
closing of two major merger and acquisition (M&A) transactions bolstered volume in the
quarter: Choice Properties REIT’s (TSX: CHP.UN) acquisition of Canadian REIT and Blackstone’s
privatization of Pure Industrial REIT. Combined, these M&A transactions represented 45% of
investment volume in the second quarter. In addition to these sizeable deals, a few large single
asset deals also contributed to the record quarter, including Hines and Oaktree Capital
Management’s $107M purchase of Calgary’s First Tower from H&R REIT (TSX: HR.UN) and
Dream Office REIT (TSX: D.UN) and Tigra Vista Inc.’s $256M acquisition of Toronto’s Parkway
Place from Agellan Commercial REIT (TSX: ACR.UN). Toronto and Vancouver remain the hot
beds for commercial real estate investment in Canada, with Calgary, Montreal and Edmonton
rounding out the top five markets in the second quarter.

•

Speaking of record transaction volume… On September 14, 2018, Bloomberg reported that
Blackstone is seeking to raise US$18B for its largest global real estate fund yet. The last fund
raised by Blackstone totalled US$15.8B in 2015. Earlier this summer, global alternative asset
manager The Carlyle Group raised US$5.5B for its eighth, and largest, real estate fund to-date.
We continue to see a tremendous amount of capital flow into private equity, and real estate
specifically, as large institutional investors seek inflation protection and portfolio
diversification. At the recent Bank of America Merrill Lynch conference, a representative for
Blackstone noted that Blackstone continues to see REITs as attractive and will continue to seek
opportunities and willing sellers.

•

On September 26, 2018, we attended the Brookfield Investor Day, where the leaders of the
various Brookfield entities presented on the status and outlook for their businesses. We were
encouraged by Brookfield Asset Management (NYSE: BAM) in particular, who highlighted the
continued growth in institutional capital invested in hard assets such as real estate and
infrastructure. As a macro read-through into real estate, we generally believe that this helps to
support global property valuations. More specifically to BAM, we think the company is very well
positioned to grow its assets under management. BAM effectively outlined a path to get its
current Net Asset Value (NAV) from $56 today, to $118 in five years. With the stock trading
under US$45, we think BAM offers a compelling investment opportunity.
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•

On September 30, 2018, a new trade agreement was reached between the U.S., Canada and
Mexico, which is now being referred to as the U.S.-Mexico-Canada Agreement or USMCA. The
new agreement modernizes and replaces the 1994 North American Free Trade Agreement. The
USMCA agreement is generally viewed as a positive outcome for all of North America, especially
Canada and the United States.

Market outlook
The overall tone of recent industry conferences, investor days and meetings with management
teams has been positive with frustration over the disconnect between public and private valuations.
We continue to see value in Canada, the U.S. and Europe with many quality REITs and real estate
companies trading at discounts to NAV. We remain biased toward multi-family residential, single
family rental, and industrial sectors, and in particular, quality issuers with an identifiable moat that
can continue to capture outsized growth. As rising land prices, labour and construction costs
further pressure development yields, we expect to see the supply environment moderate in the U.S.,
which should translate into improved growth in a number of sectors in the near- to medium-term.
Across top U.S. REIT markets, supply (excluding self-storage) is generally expected to decline yearover-year in 2019 from 2018 and growth is expected to stack up more favourably relative to the
broader market.
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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 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.
The statements contained herein are based on material believed to be reliable. Where such statements are based in whole
or in part on information provided by third parties, they are not guaranteed to be accurate or complete. CI Investments Inc.
and its affiliates and related entities are not liable for any errors or omissions in the information or for any loss or damage
suffered.
The contents of this piece are not to be used or construed as investment advice or as an endorsement or recommendation of
any entity or security discussed.
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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.
®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.
CI Investments Inc. is a sub-advisor for certain Sentry Funds. Signature Global Asset Management and Sentry Investment
Management are divisions of CI Investments.
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