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Manager Insights

The Sentinel Sustainable Mid Cap
Opportunities Fund returned 8.62%*
during the fourth quarter of 2013,
compared to returns of 8.39% for the
Russell Midcap Index, and 8.30% for the
Morningstar Mid-Cap Growth category
during the same time period.
For the full year period, the Fund’s return
of 31.06%* compares to the Russell
Midcap Index return of 34.76%. By
comparison, the Morningstar Mid-Cap
Growth category’s average return was
34.93% for the year.

Equity Market Review

Equity markets continued their heady ascent,
reaching all time highs as the fourth quarter
came to a close. Aggressive global monetary
easing continued to coax investors towards
riskier assets in search of higher returns, which
worked to the benefit of mid cap stocks. For
the full fiscal year, small and mid capitalization
stocks outperformed their larger counterparts.
While the markets hit a few rough patches in
2013 – concerns over the viability of the euro
early in the year, the recurring debt ceiling
crises, a possible Chinese economic slowdown
– fears were largely swept aside. Continued
gradual improvement in domestic economic
data, resilient corporate earnings and abating
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European worries allowed the market to grind
higher. During the fourth quarter, concerns
grew over when and how much the Fed would
taper its bond buying program in the wake of
improving economic fundamentals. Although
this initially caused some market volatility,
the actual decision to do a relatively small $10
billion taper received a muted reaction. But
with the taper remaining front and center in
investors’ minds, economically sensitive sectors
handily outperformed the more defensive and
yield-heavy sectors.

Key Performance Attribution

Investors continued to seek more speculative,
higher beta investments during the fourth
quarter of 2013. Despite this, the Fund
managed to keep up and slightly outperform
the Russell Midcap Index. Our best relative
performing sector was Consumer Discretionary
where our returns in aggregate exceeded 14%
during the quarter. The positive variance was
driven primarily by stock selection, especially
in Specialty Retail where our holdings in
Foot Locker (up nearly 23%) and Tiffany (up
over 21%) led the way. Stock selection and
an underweight position in the Financials
sector was the second greatest positive
contributor. The Fund’s underweight in Real

Estate Investment Trusts (REITs) drove
the outperformance, as did our exposure to
high performing regional banks, such as City
National Corp. and Signature Bank.
Conversely, our average cash position of 5.4%
was our biggest drag relative to the index
during the quarter. Stock selection within
the Information Technology sector proved
challenging as well, as we believe our more
quality growth and lower beta bias hampered
relative returns in the context of a surging
market. Within this sector, software firm
Nuance Communications was the single
largest detractor as investors exhibited
disappointment after Nuance reported
lower-than-expected demand for their voice
recognition products, leading to double
digit declines in the period. Our Industrials
exposure also experienced tough relative
performance comparisons to the index. Core
railroad holding Genessee & Wyoming, Inc.
(GWR) was a noticeable detractor within
Industrials when it missed estimates and
guided down due to higher expenses related
to their acquisition of former RailAmerica.
Although most of these expenses are transitory
in nature and directly related to investment
in future growth, the market took a negative
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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.
Small and mid-sized company stocks can be more volatile than large company stocks.
The Sentinel Sustainable Mid Cap Opportunities Fund, which began operations on April 4, 2008, is a successor to the Citizens Emerging Growth Fund, which began operations on
February 8, 1994. On March 29, 2012, the Fund changed its portfolio management team and modified its investment strategies. Performance and ratings prior to March 29,
2012 relate to the Fund's prior management team and investment strategies.
* 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 Russell Midcap Index is an unmanaged index that measures the performance of the mid-cap segment of the US equity universe. An investment cannot be made directly in
an index.
The Standard & Poor’s MidCap 400 Index is an unmanaged index that measures the performance of the mid-size company segment of the U.S. stock market. The market valueweighted index is based on 400 stocks chosen on the basis of market capitalization, liquidity and industry group representation. 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.
Beta is a measure of a fund’s sensitivity to market movements. A portfolio with a beta greater than 1 is more volatile than the market, and a portfolio with a beta less than 1 is
less volatile than the market.
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.
50930 SF1017(0114)
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short term view of the results. Activist investor
The Carlyle Group’s decision to exit the name
– another one-time event – also put further
selling pressure on GWR in the quarter.

Portfolio Positioning and Outlook

During the fourth quarter, we started three
new positions in the Fund and exited one. We
initiated a position in Life Time Fitness which
owns, develops and operates premium fitness
and sports facilities in affluent North American
markets. Life Time may see accelerating
growth as it resumes a faster pace of new club
openings after a slowdown/consolidation
phase post recession. Federal Realty Trust is
a newly added REIT that focuses on higher
end shopping centers anchored by a key
tenant such as higher-end grocery purveyor,
Whole Foods. Like Life Time, they also locate
in prosperous, demographically appealing
neighborhoods. Lastly, we added Denbury
Recourses, an exploration and production
company with an environmentally favorable
business model. Denbury’s specialty is
enhanced oil recovery which uses carbon
dioxide (“CO2”) injections to maximize the
amount of oil that can be recovered from an
existing well. They have and are building out
pipelines that will source anthropogenic (man
made) CO2 from nearby industrial facilities,
thereby converting CO2 waste into a useful
resource while at the same time diverting
harmful emissions away from the atmosphere.
On the sales side we continued to trim names
where we felt the risk/return profile had
become less compelling and exited Health Care
company Hologic, Inc. believing fundamentals
have become more challenging.
Although perhaps not as robust or consistent
as those of 2013, we are cautiously optimistic
that we could see positive returns for mid cap
stocks and equity markets overall in 2014.
We also believe the current year could exhibit
greater levels of volatility and lower levels
of correlation, creating a more favorable
environment for stock picking. Some factors
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contributing to our reasonably sanguine
market view include: well capitalized corporate
balance sheets and tightly managed expense
structures, which could provide unexpectedly
strong margin upside in an accelerating
revenue scenario. On a more cautious note, we
continue to be cognizant of current valuations
in mid cap stocks, which appear somewhat
high relative to historic levels. We also remain
mindful of the potential downside risks
associated with the tamping down of global
monetary stimulus and the resulting uncertain
longer-term consequences.
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Regardless of what 2014 brings, we will
continue to focus on finding and investing
in quality mid cap companies that pass our
in-depth sustainable due diligence process
and also meet the criteria of our disciplined
fundamental investment process. Our
sustainable research objective is to discover
responsible corporate citizens while our
investment process looks to identify companies
that can deliver superior returns over time with
a heightened focus on risk management. We
believe this combined process will reward our
shareholders over the long term.
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6.10
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No Sales Charge
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33.50
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Fund inception date is 2/8/1994. Total annual operating expense ratio A: 1.38%, I: 1.33%.*
Fund inception date is 2/8/1994. Total annual operating expense ratio A: 1.38%, I: 1.33%.*
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