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be premature if not unfounded. The company
reported disappointing results again in October,
which took some doing given the already low
level of expectations. Signs of activism from
the company’s largest shareholder have so far
been unable to rouse the stock from its slumber,
though to management’s credit there have been
some renewed efforts at cost cutting at this
traditionally engineering-driven company.
No discussion of the Fund’s performance for
the period would be complete without a post
mortem of its investment in Countrywide plc,
the UK’s leading residential real estate agency.
The Fund first made an investment in the
company in early 2013, shortly after its stock
market relisting, following a period of private
equity ownership that spanned the peak of the
previous bull market and the depths of the
financial crisis. At the time, we felt that the
prospects for a recovery in the volume of home
sales, combined with a cleaned up balance
sheet and Countrywide’s role as the natural
consolidator of a fragmented industry made
it an attractive long term investment. We also
thought that the company’s leasing business
made it less cyclical than perceived by the
market. In retrospect we were too optimistic,
and we missed the signs as the housing market
peaked again and management changed in 2014.
Political uncertainty and a slowly re-leveraging
balance sheet were accompanied by increasing
competition from new digital players, driving
down commission rates and increasing risk. The
UK’s vote to leave the EU in June of this year
put the industry on its knees, and with a now
less solid financial position and little prospect
for a recovery in revenues, Countrywide stands
the risk of violating covenants on its bank debt.
To top things off, in November the government,
in an unexpected move, announced its intention
to outlaw the fees that brokers have charged
to rental applicants. By the end of the fourth
quarter the Fund had exited its position with
its tail between its legs and a substantial
realized loss.
Performance also suffered when Intertrust
NV, the Dutch based global provider of
trust and corporate services, reported third
quarter results below market expectations.
While the company attributed the negative
surprises to transitory factors, management
needs to demonstrate better execution and
communication to restore investors’ confidence,
given the company’s relatively short tenure in
the public markets. Intertrust is one of the two
leading players in what is a highly fragmented
market that should see further consolidation
and outsourcing by its customers.
And finally, the Fund’s performance also
suffered from its investments in Shriram
Transport Finance and PC Jeweller in India,
where the aforementioned demonetization
scheme implemented by the government in

November led to a sharp fall in stock prices
across the board.
On the plus side, the largest positive
contribution to performance came from the
Fund’s investment in TGS-Nopec Geophysical,
a Norway-based company in the oil services
industry. The company pioneered the assetlight, multi-client model for geophysical data,
as it does not own any of its own vessels. Its
asset-light model makes it relatively less
impacted by the highly cyclical marine seismic
market and enables it to generate industry
leading margins across cycles. The company
has a strong balance sheet, maintaining a net
cash position throughout the recent oil industry
downturn. The share price of TGS-Nopec gained
upward momentum on signs of a rationalization
of supply in the seismic market and tentative
indications of demand revival.
The Fund also benefited from investments in
two staffing related companies. The Swiss-based
Adecco Group is the world’s leader in general
staffing while UK-based Hays Plc is a highquality specialist recruitment group that focuses
on professional staffing. Both companies are
strong global franchises with diverse geographic
business exposures. Their share prices were
supported by solid trading updates and the
fourth quarter cyclical rally.
TE Connectivity, formerly Tyco Electronics, is
a Swiss domiciled company that designs and
manufactures sophisticated connectors and
sensors. Many of its products are mission
critical that serve a variety of end markets,
including automotive, energy, industrials,
aerospace, communications and electronics.
The share price benefited from several quarters
of solid numbers as investors gain confidence
in its long term earnings power. In addition,
the company has an ongoing proactive buyback
program.
Greek Organization of Football Prognostics,
known more commonly by its Greek acronym
OPAP, continues to benefit from new private
ownership and the return of some semblance
of stability to the Greek economy. In addition,
the company successfully settled a dispute with
the Greek government over a change in the
regulatory framework for their soon-to-be rolled
out video lottery terminal business, which had
been halted for the last couple of years.

Outlook
Continued accommodative policies have
allowed for modest growth in most of the
developed world, led by the US. Following
seven years of economic recovery and given an
unemployment rate comfortably below 5%, as
well as an acceleration in wage pressures and
other input costs, the Federal Reserve Board has
finally recognized that zero interest rates are
no longer appropriate for the US economy. The
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unanswered questions are whether the economy
can actually withstand a normalization of
interest rates, and whether the Fed is prepared
to follow through with its tightening in the face
of potential financial market hiccups.
The UK’s vote last June to leave the
European Union (“Brexit”) came as a shock
to the establishment, causing a rethink of the
unspoken assumption that further European
economic and political integration is both
desirable in the abstract and desired by the
masses. The precise shape of the UK’s future
relationship with its soon-to-be former EU
partners will be subject to heated discussions
over the coming two years, during which time
increased uncertainty is likely to dampen
spending and capital inflows into the UK.
Brexit has also thrown a monkey-wrench
into plans to press forward with further fiscal
integration among the countries of the EU,
integration which will be necessary to shore up
confidence in the single currency. And following
the decisive defeat of a referendum in Italy held
in early December that would have facilitated
some necessary fiscal consolidation, the
barbarians seem to be at the gates. With general
elections coming in Germany and France, and
negotiations between the UK and EU set to
start, it’s difficult to imagine much political
will to address problems in the Italian banking
system, for example, which have the potential to
destabilize the entire continent and unravel the
single currency. It will be another interesting
year across Europe.
China’s GDP growth has stabilized in the 6-7%
range. The problem is that this growth has been
accompanied by an accelerating buildup of debt,
and the rebalancing that the authorities there
are trying to engineer is still no more than a
twinkle in President Xi’s eye. Foreign reserves,
while still enormous at $3 trillion, have
fallen by around 25% from the peak, and it’s
evident that the government is worried about
shoring up leakages in the capital account. We
remain concerned by the unbalanced nature of
Chinese economic growth and are wary of the
sustainability of the current bounce in industrial
commodity prices, which has been driven by
renewed debt funded investment in property
and infrastructure.
Finally, there’s little new to say about the
economic situation in Japan, which remains
mired in debt-induced deflation, but where
the authorities continue to attack the symptom
rather than the disease. The latest plan is for
the Bank of Japan to hold rates on all Japan
Government Bond maturities up to ten years at
or below zero. The central bank’s balance sheet
is growing at a rate of $1 trillion per year and is
looking more and more like a black hole from
which nothing can escape.
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March 1, 1993, which was the inception date of the Fund. Only eligible
investors may purchase Class I shares, as described in the prospectus.
44057
(0117) Stanley Capital International (MSCI) Europe, Australasia, Far East (EAFE) Index is an unmanaged, free float-adjusted, market capitalization-weighted index of the
The Morgan
equity market performance of developed markets, excluding the US and Canada. The Fund uses the net version of the Index, which reflects reinvested dividends subjected to
the maximum non-US tax rate applicable.
An investment cannot be made directly in an index.
Source: Factset, Morningstar
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
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.

