Sentinel Government Securities Fund
A

SEGSX

817270606

C

SCGGX

81728B502

Fund Management
Jason Doiron, FRM, PRM
Portfolio Manager
Industry: 2000
Sentinel: 2008
Peter Hassler, CFA
Portfolio Manager
Industry: 2006
Sentinel: 2012

Performance Highlights
•

•

The Sentinel Government Securities Fund
produced a total return of -0.85%* for the
fourth quarter of 2013. This compares to
a return of -0.58% for the Barclays US
Government/MBS Index, and a return of
-0.56% for the Morningstar Intermediate
Government category during the same
period.
For the full year period, the Fund returned
-5.53%.* This compares to a return of
-2.10% for the Barclays US Government/
MBS Index, and a return of -2.72% for the
Morningstar Intermediate Government
category during the same period.

Bond Market Review

Fixed income markets turned in their worst
year since 1994, with longer-dated treasuries
getting hit especially hard. The Barclay’s US
Treasury 1-3 Year Index finished the year with
a return of +0.37%, while the Barclays Longterm US Treasury Index finished with a return
of -12.66%. By comparison, the Barclays US
Aggregate Bond Index finished 2013 with a
return of -2.02%. However, not all was lost, as
major high yield bond indices finished up well
over 7% for the year.
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Continual congressional fiscal impasse and
conflicting signals from the Federal Reserve
surrounding the tapering of its bond purchases
led to quite a tumultuous year for the fixed
income markets. An eleventh hour deal by
Congress averted a growing fiscal crisis just
before the start of 2013, but only for a couple of
months. The budget sequestration (automatic
government spending cuts) went into effect
in March 2013 leaving market participants
confused about the prospects for US economic
growth. The Federal Reserve added to this
uncertainty in May by strongly insinuating that
it would soon begin scaling back its monthly
purchases of US treasuries and mortgagebacked securities (MBS), programs that had
begun just a few months earlier. Consequently,
interest rates virtually doubled from their early
March lows, thus leading to both US treasuries
and MBS selling off sharply throughout the
summer. After widely discounting a September
commencement of Fed tapering, bond market
participants were stunned again when the
Fed opted to delay its reduction in monthly
purchases at its September meeting. This was
most likely a result of the continual turmoil in
Congress over a pending government shutdown
and a threatened US government default due
to the debt ceiling impasse. In December the
Federal Reserve finally announced it would
begin trimming its purchase of US government
securities by $10 billion per month starting in
January, 2014. Over the period, the 10-year US
Treasury Note traded between a low of 1.59%
and a high of 3.04%. The US Treasury 5-year
Note traded between 0.60% and 1.85%.

Performance Attribution

While the Fund’s underweight to US
Treasury securities contributed positively
to performance during the past quarter

Manager Insights
as of 12/31/2013
and year, underperformance relative to the
Barclays US Government/MBS Index during
the fourth quarter was primarily due to
our sector allocation and security selection
decisions within Agency MBS. Calendar year
underperformance was driven largely by our
heavy position in last cash flow, premium
CMOs during the summer which widened
significantly in spreads relative to US Treasury
securities. Projected prepayment speeds in
the MBS market declined sharply in the rising
interest rate environment by as much as
30-50%. This elongated cash flow streams
within the sector, making both mortgage
pools and CMOs much longer on an effective
duration basis.

Portfolio Positioning and Outlook

At the end of the third quarter, the Fund’s
portfolio positioning consists of 92% exposure
to Agency MBS, with 17% in CMOs, 75% in
pass-through pools and 8% cash. The effective
duration of the Fund stood at 4.20 years as of
December 31st. We opportunistically reduced
the duration of the Fund by swapping longer
duration CMOs in favor of shorter duration
pass-through pools. We opportunistically
reduced the duration of the Fund at various
times throughout the quarter and year by
shorting 10- and 30-year US Treasury futures.
We do not use leverage to shorten the duration
of the portfolio.
As we look ahead to 2014 we expect continued
dialogue between the Fed doves and hawks, as
well as various general market pundits to drive
market sentiment. With the recently released
firmer US economic data, it is reasonable to
assume that the Federal Reserve will continue
trimming their bond purchases over the next
few months. In terms of the mortgage market,

Data shown is historical performance for each share class and reflects reinvested distributions. Investment return and principal value will vary so that you may have a gain or loss
when you sell shares. Past performance does not guarantee future results; current performance may be higher or lower than data quoted. For performance current to the most
recent month-end, visit www.sentinelinvestments.com.
The Fund may use derivatives, which are financial contracts whose value depends upon or is derived from the value of an underlying asset, reference rate, or index. The Fund may
use derivatives as part of a strategy designed to reduce exposure to certain risks, such as risks associated with changes in interest rates, or currency or credit risk (“hedging”). The
use of derivatives may reduce the Fund’s return and increase the volatility in movements in the Fund’s net asset value. For additional information regarding the use of
derivatives, please see the Fund’s current prospectus.
The Fund is subject to interest rate risk. Bond values will generally decrease when interest rates rise and will generally increase when interest rates fall. Mortgage-backed securities
(MBS) are subject to pre-payment risk. These risks may result in greater share price volatility. Fund shares are not insured or guaranteed by the US government or its agencies.
* Performance for Class A shares only at net asset value. Performance data shown does not include the effects of any sales charge. If it did, returns would be lower.
Duration is a measure of the sensitivity of a bond's price to changes in interest rates. The shorter (longer) the duration, the lower (higher) the interest rate risk and price
volatility.
The Barclays US Government/Mortgage Backed Securities (MBS) Index is an unmanaged index comprising US Treasuries and agency debentures with maturities of one year or
longer and agency mortgage-backed pass-through securities issued by Government National Mortgage Association (GNMA), Federal National Mortgage Association (FNMA),
and Federal Home Loan Mortgage Corporation (FHLMC). An investment cannot be made directly in an index.
The Barclays US Treasury 1-3 year Index is market capitalization weighted and includes all publicly issued, U.S. Treasury securities that have a remaining maturity of between 1
and 3 years, are non-callable, are denominated in U.S. dollars, are rated investment grade (Baa3 or better) by Moody's Investors Service, are fixed rate, and have $250 million
or more of outstanding face value.
Barclays Long-Term Treasury Index includes all public obligations of the U.S. Treasury, excluding flower bonds and foreign-targeted issues with maturates of 10 years or longer.
The returns we publish for the index are total returns, which include reinvestment of dividends.
The Barclays US Aggregate Bond Index is an unmanaged index that measures the US investment grade fixed-rate bond market, with index components for government and
corporate securities, mortgage pass-through securities, and asset-backed securities. An investment cannot be made directly in an index.
The return for the Morningstar category is an average of funds within the particular category as determined by Morningstar based on investment styles as measured by their
underlying portfolio holdings.
NOT FDIC INSURED • MAY LOSE VALUE • NO BANK GUARANTEE
Before investing, carefully consider a fund’s objectives, risks, charges and expenses. Summary and full prospectuses
containing this and other information are available from sentinelinvestments.com. Please read them carefully.
Sentinel Investments is the unifying brand name for Sentinel Financial Services Company, Sentinel Asset Management, Inc.,
and Sentinel Administrative Services, Inc. Sentinel Funds are distributed by Sentinel Financial Services Company, One
National Life Drive, Montpelier, VT 05604, 800.233.4332, sentinelinvestments.com.
50590 SF0870(0114)
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as much as 60%-70% of Agency MBS issuance
has come from homeowner refinancing over
the past year. As of today, 30-year fixed rate
mortgages are in the 4.50%-to-4.75% zone
and home refinancing is approaching a 5-year
low as reported by the Mortgage Bankers
Association. MBS supply will continue
to diminish as interest rates drift higher,
necessitating adjustments by the Federal
Reserve as the year progresses. Regardless of
what transpires in the fixed income markets
in the coming year, we continue to evaluate
economic conditions and any subsequent
fallout on interest rates, and currently maintain
a neutral stance on the bond market in terms
of duration.

Cumulative
Average Annual Total Returns (%)
Return
Since
YTD (%)
1 Year 3 Years 5 Years 10 Years Inception
Without Sales Charge
-5.53
-5.53
1.11
3.03
4.10
6.09
Class A1 SEGSX
With 2.25% Sales
-7.67
-7.67
0.36
2.55
3.86
6.00
Charge
Without CDSC
-6.30
-6.30
0.33
2.21
3.12
5.04
Class C2 SCGGX
With 1% CDSC
-7.22
-7.22
0.33
2.21
3.12
5.04
Class I3 SIBWX
No Sales Charge
-5.20
-5.20
1.36
3.29
4.29
6.16
Barclays US Govt/MBS Index
-2.10
-2.10
2.56
3.00
4.37
6.53

Sentinel Government Securities Fund
Performance (as of 12/31/2013)

Fund inception date is 9/2/1986. Total annual operating expense ratio A: 0.81%, C: 1.59%, I: 0.57%.*
Data shown is historical performance for each share class and reflects reinvested distributions. Investment return and principal value will vary so that you may have a gain or loss
when you sell shares. Past performance does not guarantee future results; current performance may be higher or lower than data quoted. For performance current to the most
recent month-end, visit www.sentinelinvestments.com.
David Brownlee was a portfolio manager on the Sentinel Government Securities Fund until February 13, 2014 and is responsible, in part, for performance of the Fund through that
date. From February 13, 2014 until June 30, 2014, Mr. Brownlee will serve in a consulting role with respect to the Fund and its investment activities. Peter Hassler was named a
portfolio manager on the Fund effective February 13, 2014 and is responsible, in part, for the performance of the Fund from that date forward.
1. Performance of the Class A shares is based on the 2.25% maximum sales charge and is not adjusted to reflect the maximum 4% sales charge in effect from inception through
April 10, 2005 and from June 1, 2006 through July 31, 2010, nor has it been adjusted to reflect the maximum sales charge of 2% in effect from April 11, 2005 to May 31, 2006. If it
was the returns would be lower.
2. Performance of the Class C shares prior to their inception on June 1, 2006 is based on the performance of the Class A shares, adjusted to reflect that Class C shares do not charge
a front-end sales charge but may be subject to a CDSC, and adjusted for the higher estimated expenses of Class C shares. The "since inception" performance data for Class C
shares is calculated from September 2, 1986, which was the inception date of the Fund.
3. Performance of the Class I shares prior to their inception on May 4, 2007 is based on the performance of the Class A shares restated to reflect that Class I shares are not subject
to a sales charge. The “since inception” performance data for Class I shares is calculated from September 2, 1986, which was the inception date of the Fund. Only eligible
investors may purchase Class I shares, as described in the prospectus.
* Expense ratio data is sourced from the Fund's most recent prospectus.
NOT FDIC INSURED • MAY LOSE VALUE • NO BANK GUARANTEE

