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Sentinel International Equity Fund

quadrupled in just over two years since our
initial purchase, it’s hard to be quite as sanguine
about the near term prospects.
Renault SA, the French car maker, was a major
beneficiary of the European reflation trade
and subsequent drop in the euro, with its stock
price rising nearly 25% in US dollars during
the first quarter of 2015. The company also
benefitted from the stabilization of the Russian
ruble and progress on nuclear talks with Iran,
both countries where it has historically had
substantial market shares.
Rightmove plc, the operator of the UK’s leading
property portal, also saw its share price rise
over 25% in the period, following a difficult
year for the stock that was dominated by the
listing of Zoopla, its major competitor, and
anticipation of the launch of OnTheMarket.com,
a new competitor being backed by a number
of Rightmove’s own smaller customers. Fears
abounded that the company would inevitably
see its dominant position assailed. So far,
however, it seems that Zoopla has been the big
loser, a result of OnTheMarket.com’s policy of
only allowing its customers to list properties on
one other portal. The lull in the UK property
market in the period leading up to the general
election in May has hardly even been a blip
in Rightmove’s powerful subscription based
business.
BlackBerry Limited, the Canadian provider of
telecommunications software and services for
enterprises, saw its share price underperform
during the first quarter on no particular news
after a strong finish to 2014. The company
is now entering the “show me” phase of its
transition from being a maker of smartphones.
Given the level of uncertainty over the future
earnings power of the business, a stock without
a great deal of institutional support (just five

Manager Insights (continued)
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“buy” ratings out of more than 30 sell side
analysts covering it) combined with a high level
of short interest is likely to remain volatile.
Nonetheless, we remain very comfortable
with the quality of the company’s assets and
management team.

prospective returns) for quality growth, or tiptoe
further out on the risk spectrum by owning
slightly cheaper but lower quality companies,
perhaps exhibiting greater financial or operating
leverage, in order to build a portfolio with
higher prospective returns.

Finally, the Fund suffered from its investment
in Sociedad Quimica y Minera de Chile SA
(“SQM”), the Chilean producer of specialty
fertilizers, lithium and iodine, which saw
its share price fall by 25% during the first
quarter of the year in the face of an old
political scandal involving the company and
a subsequent dispute between the company’s
two largest shareholders. With the company
already suffering from excess capacity in
one of its businesses, the abrupt decision by
major shareholder Potash Corporation of
Saskatchewan to withdraw its representatives
from SQM’s board of directors, including the
CFO, was not taken well by the market. In the
wake of this drama we concluded that, given
the unquantifiable political risks that had been
injected into the stock, discretion was the better
part of valor, and we sold our holding.

The great global monetary experiment
continues, manifesting itself in bubbly financial
markets and sharp currency swings, but also,
it has to be admitted, rising demand and
employment. We would argue, however, that
all of this cheap money, while it might feel
good in the short run, ultimately makes worse
the underlying problem of excessive debt. If
and when such policies will result in honest
to goodness rising consumer price inflation
and thus force central banks to reverse course
is anyone’s guess and depends largely on the
continuing credibility of our government
institutions. One’s outlook, and thus investment
strategy, depends very much on one’s view
on this subject. Will Greece bend without
breaking? Can Japan successfully engineer
mild inflation and reduce the real debt burden
while restructuring its rigid economy? Will
China manage its transition from excessive
dependence on capital spending without
triggering a financial crisis?

Outlook

The ongoing collapse in global interest rates,
whether a result of central bank manipulation,
mounting deflationary forces or a glut of savings
relative to demand for investment, has to an
extent been mirrored in the equity markets,
where valuations of the sort of quality growth
companies toward which we gravitate have
become stretched by historical standards. And
just as bond investors must decide whether to
increase duration and/or credit risk in their
portfolios in order to generate an acceptable rate
of return, equity market participants face the
dilemma of whether to pay up (i.e., accept lower

Truth be told, nobody knows the answers to
these questions. We are by nature skeptical
about the odds of avoiding further crises in
the years to come, but we nonetheless remain
constructive on the businesses in our portfolio
and strongly believe that the ownership of
high quality, well capitalized businesses will
continue to provide investors with the best
hope for preserving and building value over the
long term. We thank you for your interest and
support.

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.
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The Global Industry Classification Standard (“GICS”) is the exclusive property and a service mark of MSCI Inc. (“MSCI”) and Standard & Poor’s, a division of McGraw-Hill
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