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Performance Highlights
•

For the quarter ended December 31, 2013,
the Sentinel International Equity Fund
returned 6.65%*, compared to the 5.71%
total return of the Morgan Stanley Capital
International Europe, Australasia and Far
East Index (MSCI EAFE Index) and the
6.02% return for the Morningstar Foreign
Large Blend category.

•

Stock selection was the primary driver
of above-benchmark and peer group
returns with particular strength among
Consumer Discretionary, Industrial and
Materials stocks.

•

The Fund outperformed the benchmark
across the major European markets
including Germany, Switzerland and
the UK, as well as in Japan. Emerging
markets exposure was the primary
negative factor in the quarter.

•

For the full year, the Fund returned
24.90%.* This compares to a return
of 22.78% for the MSCI EAFE Index,
and 19.44% average return for the
Morningstar Foreign Large Blend category
during the same period.

•

Above benchmark returns were achieved
in both developed European and Asian
markets, while investments in emerging
markets stocks had a negative return for
the full year period.

Equity Market Review

World stock markets ended the quarter on
a strong note, capping a year of double digit

I
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gains, particularly among developed markets
in Europe, Asia and North America. Investors
were heartened by the improvements in
Europe’s broad economic outlook as well as by
the continued steady, albeit modest, expansion
in the United States. Leading gainers, in US
dollar terms, were the battered European
peripheral markets of Italy, Ireland, Greece and
Spain, all up over 10% in the quarter. Germany
was also up more than 10% in the period, while
other key European markets such as the UK,
France and Switzerland climbed 4-8%.

Gains in the Fund’s Consumer Discretionary
and Industrial stocks well out paced the
benchmark’s holdings as well as the benchmark
overall, and Information Technology stocks
also outperformed. Strong returns by Fund
holdings like Japan’s Cyberagent, Inc.,
Luxembourg-based RTL Group, Israeli
company Check Point Software Technologies,
and Switzerland-based Adecco SA all
contributed to the Fund’s above-benchmark
return in the quarter, as well as for the year as
a whole.

Returns in Asia were generally more subdued,
on the order of +2-4% in US dollars, but
positive nonetheless. While Japan rose nearly
10% in local currency, the weakness of the Yen
vs. the US dollar (-7%) dampened returns for
US dollar-based investors down to near 2%.
Emerging market returns were also subdued,
yet positive on the whole. However, the spread
of returns was large ranging from +19% in
Egypt and Argentina to -10% or more in
Thailand and Columbia.

Conversely, the Fund’s holdings in Energy
and Telecommunications underperformed
the benchmark in the quarter, as well as for
the year. Financial stocks, which make up
approximately 25% of the benchmark but only
14% of the Fund, posted relatively good returns
in the quarter. However, the Fund’s holdings
did not keep pace with the benchmark over
the course of the year as the Fund did not hold
many major European nor Japanese banks,
which enjoyed strong rebounds.

Key Performance Attribution

When looking at the Fund’s holdings on a
country or regional allocation basis, the Fund
was well positioned to benefit from the strength
in European stocks vis-à-vis Asian stocks both
for the quarter and for the year. In the quarter,
the Fund was a beneficiary of strong gains from
stocks in Germany (e.g. Fresenius AG, and SAP
AG), Spain (utility company, Red Electrica) and
the UK (specialty chemicals company, Johnson
Matthey), in addition to previously mentioned
holdings in Luxembourg and Switzerland.
For the year, European holdings with the

While sector allocation in the Sentinel
International Equity Fund is generally a result
of bottom up stock selection, returns in 2013
for the Fund relative to the MSCI EAFE Index
can be attributed to a few key differences
in sector exposures. In particular, the Fund
held significantly overweight positions in
the Consumer Discretionary, Industrial and
Technology sectors while being underweight
the Energy, Financial and Telecommunications
sectors. The fourth quarter was no exception.
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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.
International securities are subject to political influences, currency fluctuations and economic cycles that may be unrelated to those affecting the domestic financial markets and
may experience wider price fluctuations than the securities held by other Sentinel funds.
* 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.
The Morgan Stanley Capital International (MSCI) Europe, Australasia, Far East (EAFE) Index is an unmanaged, free float-adjusted, market capitalization-weighted index that is
designed to measure the equity market performance of developed markets, excluding the US and Canada. The Fund uses the net version of the Index, which reflects
reinvested dividends which have been subject to the maximum non-US tax rate applicable. 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.
50592 SF0872(0114)

Sentinel International Equity Fund
best returns also included Panalpina World
Transport (Switzerland), Renault (France),
WPP (UK) and NORMA Group (Germany).
Asian markets and stocks had more mixed
results in the quarter. As noted previously,
Japan did well in local currency terms,
but proved less profitable when translated
back into US dollars. Similarly, for the year,
Japan’s market was the top performer among
the major markets in local currency terms,
although less impressive when factoring in a
decline exceeding -20% in the yen vs. the US
dollar. The Fund was underweight Japan vs.
the MSCI EAFE benchmark throughout the
year, with a weight of about 11% of the Fund
vs. the benchmark weight of approximately
21%. However, stellar stock returns among
several Japanese holdings in the year helped
compensate for the underweight allocation,
including Japan Exchange Group and Pigeon
Corp., both of which were sold after more than
doubling in value.
Outside of Japan, results in Asia were more
muted for the quarter and the year. Hong Kong
holdings, anchored by blue chip real estate
conglomerate Cheung Kong, under performed,
as did the Fund’s holdings in Singapore
and South Korea, Singapore Technologies
Engineering and Samsung Electric. Once
again, emerging market stocks, in general,
did not keep pace with developed market
holdings, as was the case in the previous three
quarters of 2013. In particular, the Fund’s
holdings in Chile and Brazil remained under
pressure throughout the period. Off-setting the
disappointments in South America were rallies
in Shriram Transport Finance, based in India,
and Baidu, Inc., the primary internet search
engine provider in China.

Outlook

As we look toward 2014, we know from
experience that it is very difficult in such a
competitive world for companies to build value
at a rate faster than global GDP growth. Given
the strong returns experienced over the past
two years, a time of slow global growth, it is
practical to expect lower rates of return in the
coming year despite an expectation for better
global economic expansion.
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path. Following a couple of years of relative
underperformance, China-related stocks could
present an opportunity for investors in the
coming year.

While showing signs of economic
improvement, significant risks and challenges
remain in Europe. Sovereign debt burdens
and unemployment rates in the European
peripheral countries remain excessive and will
have to come down over the medium term.
Progress must be made on strengthening the
Looking regionally, we remain somewhat
institutional framework of the eurozone to
skeptical about Abenomics, viewing Japanese
allow fiscal burden sharing and cross-country
deflation more as a symptom of high debt
resolution of bad banks. In our opinion, as
and poor demographics than as a cause of the
long as the region’s economies remain out
country’s ills, and remain under invested in
of balance, there will be persistent political
the country compared to the index. However,
pressures that keep investment risk elevated.
additional monetary stimulus and potential
Nevertheless, we believe true optimism for
continuation of the bull market in Japanese
Europe’s economy has only recently appeared
equities is certainly not out of the question. We
and that increased flows into European equities
believe our focus on Japanese companies with
could provide some downside support.
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Fund inception date is 3/1/1993. Total annual operating expense ratio A: 1.46%, C: 3.05%, I: 0.94%.*

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.
International securities are subject to political influences, currency fluctuations and economic cycles that may be unrelated to those affecting the domestic financial markets and
may experience wider price fluctuations than the securities held by other Sentinel funds.
Certain Sentinel Funds have adopted a redemption fee. For the International Equity Fund, a fee of 2% will be assessed on the redemption of shares held for 30 calendar days or
less.
1. Performance of the Class A shares prior to June 30, 2012 has not been adjusted to reflect the decrease in the maximum 12b-1 fee from 0.30% to 0.25%. If it had, those returns
would be higher.
2. Performance of the Class C shares prior to their inception on May 4, 1998 is based on the performance of the Fund’s 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 Class C’s higher expenses. The “since inception” performance data for Class C shares is calculated
from March 1, 1993, which was the inception date of the Fund.
3. Performance of the Class I shares prior to their inception on August 27, 2007 is based on the performance of the Fund’s 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 March 1, 1993, which was the inception date of the Fund. Only eligible
investors may purchase Class I shares, as described in the prospectus.
The Morgan Stanley Capital International (MSCI) Europe, Australasia, Far East (EAFE) Index is an unmanaged, free float-adjusted, market capitalization-weighted index that is
designed to measure the equity market performance of developed markets, excluding the US and Canada. The Fund uses the net version of the Index, which reflects reinvested
dividends which have been subject to the maximum non-US tax rate applicable. An investment cannot be made directly in an index.
Source: FactSet
* Expense ratio data is sourced from the Fund's most recent prospectus.
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 Financial,
Inc. (“S&P”) and is licensed for use by Sentinel Investments. Neither MSCI, S&P nor any third party involved in making or compiling the GICS makes any express or implied
warranties or representations and shall have no liability whatsoever with respect to GICS or the results to be obtained by the use thereof.
NOT FDIC INSURED • MAY LOSE VALUE • NO BANK GUARANTEE
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