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Summary 

For the month-ended February 28, 2019, the fund (Class F) returned 1.50% net of fees.  

 

Contributors to performance 

Equinix, InterRent REIT and Cushman & Wakefield contributed to fund performance in February.  

 

Detractors to performance 

Deutsche Wohnen, Unibail-Rodamco-Westfield and WPT Industrial REIT detracted from fund 
performance in February. 

 

Portfolio activity 

After a strong start to the year across all major markets in January, the performance of listed real 
estate was a little more mixed in February. Canadian REITs continued to perform well, with the 
S&P/TSX Capped REIT Index posting a total return of 3.8%. The MSCI US REIT Index gained 0.7%, 
while the FTSE EPRA NAREIT Developed Europe Index fell by 1.2%, and the MSCI World Real Estate 
Index posted a small gain of 0.4%. 

Most REITs in the U.S. and Canada had reported fourth-quarter and full-year 2018 earnings by the 
end of February. Results were largely as expected, with few outliers either to the positive or 
negative. REIT fundamentals are generally healthy across most asset types and geographies. A 
healthy, albeit likely slowing global economy, combined with interest rates that have been steady to 
declining over recent months has provided a supportive macro backdrop for REITs.   

The fund took advantage of recent strength in Brookfield Property Partners, SL Green and Dexus to 
exit its positions. Brookfield announced a fairly strong fourth quarter and substantial issuer bid, but 
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its higher leverage and capital-intensive office and U.S. mall exposure have us on the sidelines for 
now. SL Green’s main office market of Manhattan is seeing significant supply, and while Dexus’ key 
office markets of Sydney and Melbourne are doing well, valuation seemed to be getting slightly rich.  
The fund participated in a bought deal by Allied Properties at the end of February to increase its 
weighting to that name, as fundamentals in its key markets, and particularly Toronto, remain 
strong. 

 

Noteworthy developments  

Americold announced a marketed secondary equity offering of just over 40 million shares on 
February 28. The deal went well and priced at $27.75 per share, only about a 1% discount to the 
stock’s previous close. The sellers, YF ART Holdings and GS (Goldman Sachs) Entities, were two of 
the original sponsors of the initial public offering (IPO). The stock has been a strong performer 
since its IPO in early 2018, which was priced at $16 per share. 
 
Several Canadian REITs raised equity during the month of February, including Allied Properties 
REIT, Dream Industrial REIT, NorthWest Healthcare Properties REIT and Killam Properties REIT. 
Institutional appetite for most deals was robust; Allied was significantly oversubscribed with strong 
demand from U.S.-based institutions. Net proceeds from these recent equity issuances will be used 
to repay outstanding debt and to fund acquisitions/development. We took advantage of select 
equity issuances to bolt on exposure to our preferred names.    
 
On February 12, First Capital Realty (FCR) made two notable announcements in conjunction with 
in-line fourth-quarter and 2018 results:  

I. The pursuit of REIT conversion within the next 12 months (which we view as positive and 
likely to yield index and ETF inclusion and appeal to a broader subset of investors); and  
 

II. A refined “super urban” mixed-use investment strategy focused on achieving population 
density of more than 300,000 people within five kilometers of its properties within the next 
24 months versus average population density of 250,000 today.  

 
Further, on February 28, Gazit Globe (Gazit) and FCR announced two transactions that will reduce 
Gazit’s ownership in FCR from approximately 79.6 million shares (31.3% ownership) to 21.6 
million shares (~9.9% ownership) by way of: a $742 million share repurchase by First Capital; and 
a $453 million bought deal secondary offering by Gazit, both at C$20.60 per share. The transaction 
will be subject to a shareholder vote at a special meeting to be held no later than April 18, 2019. 
Take-up of the $453 million bought deal was strong, with 58% of the deal allocated to 18 
institutional accounts and the balance to retail.    
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In early March, we attended the Citi Global Property CEO Conference. The conference was well 
attended with over 1,300 participants, including representation from 185 U.S. and global 
corporates. The conference tone was relatively upbeat, with consensus pointing to continued 
positive, albeit moderating, same property net operating income (SPNOI) growth. A survey of U.S. 
REIT CEOs showed 2020 SPNOI growth expectations (excluding Lodging) averaged ~2.6%, slightly 
ahead of 2019 guidance of ~2.5%.  
 
Interestingly, 43% of REIT CEOs in attendance thought there would be fewer publicly traded 
companies in their sector in 2020, suggesting we may see continued M&A. By asset class, residential 
and industrial CEOs remained upbeat, while retail CEOs acknowledged a tougher leasing 
environment given elevated store closures year-to-date in 2019. Retail landlord pricing power 
remains elusive and down-time is lengthening.  
 
Market outlook 

Global stock markets generally kept their upbeat tone in February, as investors seem to be 
expecting favourable outcomes for both the U.S./China trade conflict and Brexit. Bond yields traded 
in a narrow band and certainly at the lower end of the range that has existed since the beginning of 
2018. The U.S. Federal Reserve has continued its more dovish commentary lately, essentially saying 
that the current Fed Fund rate is close to neutral, as growth is likely to slow.  

As mentioned in last month’s commentary, the back-drop of slow but still-positive growth 
combined with relatively steady bond yields is generally supportive for real estate. Fourth-quarter 
results were generally healthy and conference call commentary was constructive.  We continue to 
see compelling opportunities for Sentry Global REIT Fund.   

 

 

Class F Returns (in %) as at  
February 28, 2019  1 year 3 year 5 year 10 year 

Sentry Global REIT Fund  10.8 7.9 7.6 13.5 
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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 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. All charts and illustrations in this document are for illustrative 
purposes only. They are not intended to predict or project investment results.  

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 indices or a weighted blend of widely quoted market indices or another 
investment fund. There are various important differences that may exist between the mutual fund and the stated indices 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 indices or investment 
fund. Indices are unmanaged and their returns do not include any sales charges or fees. It is not possible to invest directly in 
market indices. 

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.   

Signature Global Asset Management and Sentry Investment Management are each a division of CI Investments Inc.  
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