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Performance Summary 
 

• Over the second quarter of 2019, Class F of Signature Global Resource Fund (the “Fund”) 
declined 2.8% while its benchmark, a 50/50 blend of the S&P/TSX Energy Total Return Index 
and the S&P/TSX Materials Total Return Index, fell 1.3%.  

 
Contributors to Performance 
 

• For the second quarter in a row, Ero Copper Corp. was a positive contributor to the Fund’s 
performance. During the second quarter of 2019, the company’s stock was up 40%, despite 
a 9% decline in the commodity price. Ero Copper is a junior copper producer with operations 
in Brazil. Excess mill capacity allows it to capitalize on nearby exploration targets, while its 
regional exploration program has the potential to open up a new copper province. The 
company’s stock performance was powered by positive drill results, which confirmed a 
potentially larger resource base. 

 

• Bunge Ltd. also made a positive contribution to Fund performance. The U.S.-based company 
has a dominant share of agribusiness, especially in the growing Latin America region. 
However, the company’s stock has underperformed in recent years due to risk-management 
and asset-allocation challenges that have hurt profitability. Bunge made changes to its 
management team earlier this year. The new CEO is Greg Heckman, who brought credibility 
following his successful work at Conagra Brands Inc. The new team is focusing on what made 
Conagra Brands successful: a simple corporate structure, good risk management and efficient 
capital allocation. We expect this will lead to portfolio rationalization at Bunge. 

 
Detractors from Performance 
 

• A detractor from Fund performance during the quarter was the Fund’s position in Encana 
Corp., even though its management met operating expectations, especially on its newly 
acquired oil well assets in the Anadarko Basin in Oklahoma. Following the acquisition in 
February 2019, the company reached its $1-million cost-reduction target for the wells during 
the first quarter of 2019. (All dollar amounts for the company are expressed in U.S. currency.) 
Encana also increased its general and administrative savings target by another $25 million for 
a total of $150 million. However, the company’s stock has underperformed its peers because 



 

crude prices in the low $50-a-barrel range has created fears among investors about the 
company’s free cash flow. The impact of both natural gas and natural-gas-liquid prices, which 
fell 13% and more than 20%, respectively, over the quarter, also had a large impact on 
Encana’s performance. 

 

• Another detractor from performance during the quarter was the Fund’s holding of First 
Quantum Minerals Ltd. The Toronto-based mining company’s stock price fell approximately 
18% during the quarter, due in part to a 9% decline in copper prices. However, the principal 
reason for the stock’s drop in value was the announcement by Zambia, in which First 
Quantum Minerals has important operations, that the government was seizing the mining 
assets of Vedanta Resources PLC following that company’s reaction to the country’s proposed 
new taxes and royalties. This created market uncertainty for First Quantum Minerals, despite 
cost competitiveness of its assets and its positive relationship with the government. Another 
negative factor was the prospect of power shortages in that country due to low water levels, 
an issue with which First Quantum Minerals has had to deal with in the past. Further negative 
impact resulted from a statement by Panama’s president-elect that the country intends to 
review a mining contract awarded to First Quantum Minerals for its Cobre development. 
These news events were amplified by the company’s debt load to this project’s financing. 
However, First Quantum Minerals is among a small group of producers that have both 
substantial copper exposure and production growth – two key attributes amid rising copper 
prices. It is for this reason that we continue to maintain a Fund position in this stock. 

  
Portfolio Activity 
 

• During the quarter, we initiated a Fund position in BASF SE, which became the largest public 
petrochemical company in the developed world following the separation of Dow Inc. and 
DuPont de Nemours Inc. With worldwide operations, including in China and the United 
States, and a notable concentration in Europe, BASF’s strength has been integrated 
operations that create a low-cost structure and more stable margins. In 2019, several of the 
company’s upstream petrochemical segments appear poised for recovery after price declines 
over the past two years. Additionally, the company’s technical competencies remain and 
should help it continue to compete in its downstream business and in battery materials. A 
year into his position, the new CEO has placed a greater focus on return on capital and 
increased customer service, as well on growth in AgChemical.com LLC (acquired from Bayer 
AG) and in Asian markets. This implementation is occurring with the announced divestiture 
of BASF’s construction-chemicals and pigments business lines, and the signalling of intentions 
to spin off or sell the company’s oil and gas assets. The CEO has also implemented an 



 

employee relocation program to bring staff closer to customer centres. In addition, staff cuts 
in Europe have been announced. While 2019 is likely to be a transition year for BASF, we 
believe this is reflected in the company’s stock valuation. 

 
Outlook 
 

• The uncertainty created by global trade tensions weighed on most commodity prices during 
the quarter, as well as on the stocks of related companies. It is within this context that we 
managed the Fund, which prompted us to maintain a higher cash position, reduce beta in 
some sectors and harvest yield opportunities. Despite a potential return to trade talks 
between the U.S. and China, the negative environment could well prevail. Ongoing political 
risk (notably in Europe) could impede economic growth, while current indicators are mixed 
at best. Anticipated interest-rate cuts by the U.S. Federal Reserve could provide some 
stability. Mindful of the macroeconomic environment, we will continue to manage the Fund 
with an eye toward capturing opportunities that may be created from market overreactions. 
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Sources: Bloomberg L.P.; Morningstar, Inc.; and Signature Global Asset Management, 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 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 commentary is published by CI Investments Inc. 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. 
 
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. 
 
© 2019 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. 
 
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. 
 
CI Investments and the CI Investments design are registered trademarks of CI Investments Inc. Signature Global Asset 
Management and Signature Funds are trademarks of CI Investments Inc. Signature Global Asset Management is a 
division of CI Investments Inc. 
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