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Why quality matters to the long-term investor

Daniel J. Manion, CFA When volatility notches higher, many investors take the flight to quality and sharpen

Senior Vice President,
Portfolio Manager, this mindset is more like “business as usual.”
Sentinel Common Stock Fund

their focus on downside risk. But for the investment teams of Sentinel Investments,

.19 years with Sentinel Recently we had the opportunity to ask Dan Manion and Hilary Roper to tell us how

- 25 years of experience they put this philosophy into practice as managers of the Sentinel Common Stock Fund.

As a long-term investor, why is buying quality so important to your strategy for the Common
Stock Fund?

Focusing on quality companies gives us the confidence to buy with a long-term objective and helps
us to achieve more consistent results over time.

Hilary T. Roper, CFA

Vice President,

Portfolio Manager,

Sentinel Common Stock Fund

- 13 years with Sentinel
- 19 years of experience What are some of the attributes of a quality company?
There are a number of characteristics we look for when we are evaluating a company:

- We look for exceptional franchises with sustainable growth prospects and a proven ability to
generate strong free cash flow.

- The companies we seek—and the companies we keep—are run by quality management teams
We are bottom-u P who are good stewards of capital. They are investing their free cash flow in the company’s
future growth and returning that cash to shareholders.
stock pickers, seeking

- One of the most important measures of quality is the ability to generate strong free cash

companies with the best flow. Corporate America seems to be flush with cash as it emerges from recession. We look

risk / reward characteristi cs, for com[.)anle.s with th.e potential to reward shareholders with thl.S ?ash. Ol{r analysis favors
companies with sustainable growth prospects through opportunistic R&D investments,

rega rdless of Sty le. measured capital expenditures to expand their businesses, or targeted M&A activity that

can be accretive to earnings. We look for disciplined capital investments to drive long-term
earnings growth.

- We also like to see share buybacks, which tend to be good signs of management confidence in
the company’s prospects for the future—and the price of its stock.

- For the Fund, we tend to focus on better-than-average dividend growers, and have for some
time. Over the past five years, the companies in the portfolio have seen a weighted average of
15.2% growth in dividends vs. 9.8% for the broader S&P 500 Index. In our view, a stable to
rising dividend policy goes hand in hand with earnings growth.

In today’s slow-growth economy, where are you finding that growth?
One strong source of growth is through our holdings of US multinationals with exposure to higher-
growth emerging economies.

Today, these types of companies are very common in the large cap realm. In fact, about half of
the S&P 500 constituents report foreign revenues, either as a category or by region. Based on
information available from Standard & Poor’s, over 40% of revenues from the index constituents
is generated outside of the US, and has been for some time.

The Standard & Poor’s 500 Index is an unmanaged index of 500 widely held US equity securities chosen for market size, liquidity, and industry group representation.
An investment cannot be made directly in an index.

This article contains the current opinions of the author but not necessarily those of Sentinel Investments. The author’s opinions are subject to change without notice.
Sentinel distributes this article for informational purposes only. We base forecasts, estimates, and certain information contained herein upon proprietary research
so do not consider them as investment advice or a recommendation of any particular security, strategy or investment product. The information contained here is
from sources believed, but not guaranteed, to be reliable.

NOT FDIC INSURED e MAY LOSE VALUE ¢ NO BANK GUARANTEE

Consider a fund’s objectives, risks, charges and expenses carefully before investing. The prospectus contains this
and other information and is available from your financial advisor or www.sentinelinvestments.com.

Please read it carefully before you invest. Sent i nel
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, 800-282-FUND, www.sentinelinvestments.com.
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As a blend manager, you have the flexibility to buy across the large cap style spectrum

and amongst sectors. Does it matter to you whether you are looking at a value, core

or growth stock?

Typically, the Common Stock Fund is diversified across the style spectrum. At the end of the day, we
are driven by company fundamentals and valuations, seeking companies with the best risk/reward
characteristics, regardless of style. This means that:

- buy decisions have the flexibility to seek out the “best of all worlds,” without having
to take large style bets; and

- sell decisions are not dictated by an adherence to style consistency.

As bottom-up stock pickers, we target industry leaders with the combination of attractive valuations
and sustainable growth prospects.

The investment philosophy

So, to recap, the investment philosophy of the Sentinel Common Stock Fund is

of the Sentinel Common based on a long-term view, emphasizing high-quality companies with attractive valuations and
. below-average risk. Based on this strategy, how has the Fund performed, relative to its peers?

Stock Fund is based Managing downside risk is very important to us, both as managers of the Fund and to Sentinel as a

on a lon g—te rm vi ew, whole. We are proud of our long-term record, but our near-term record demonstrates how the Fund

has fared during more volatile periods.

emphasizing high-quality

compan ieS Wlth attra Ctive Average Annualized Returns (% as of 12/31/2011)

50% Russell 1000 Growth/ S&P 500 Sentinel Common Stock Fund
va | u at‘i ons an d 50% Russell 1000 Value Indices (Total Return) (Class A LW)
. 3-Year 13.95 141 14.40
below-average risk. < Year o7 oS -
10-Year 3.35 2.92 4.46
15-Year 5.48 5.45 5.74

Morningstar Ratings as of 12/31/2011
Sentinel Common Stock Fund (Class A)

Morningstar Return  Morningstar Risk  Morningstar Rating  Morningstar Rating (LW)

3-Year Average Below Average * kK 1.8.8.8.
5-Year Above Average Below Average * Kk Hkk ok k
10-Year Above Average Below Average * ok Kk 18,0804
Overall Above Average Below Average * ok Kk Kk k

Comparison Group: Large Blend (Funds for Overall/3-Year: 1580, 5-Year: 1376, and 10-Year: 817)

To learn more about the Sentinel Common Stock Fund, speak to your financial advisor, call 800.282.FUND, or visit sentinelinvestments.com.

Data shown is historical performance for each share class . Cumulative Average Annual Total Returns (%)
and reflects reinvested distributions. Investment return ~ S€ntinel Common Stock Fund Return Since
and principal value will vary so that you may have a Performance (As of 12/31/201) YTD (%) 1Year 3Years 5Years 10 Years Inception
gain or loss when you sell shares. Past performance .
does not guarantee future results; current performance - n SEnCX Without Sales Charge 1.44 144 1440 112 4.46 10.51
may be higher or lower than data quoted. For N With 5% Sales Charge -3.63 -3.63 1246  0.09 3.92 10.44
pelforman.ce current to the most recent month-end, visit S&P 500 Index 211 211 1411 -0.25 2.92 —
www.sentinelinvestments.com. _
Large company stocks as a group could fall out of favor Russell 1000 Index 1.50 150 14.81 -0.02 3.34

with the market and underperform investments that Fund inception date is 1/12/1934. Total annual operating expense ratio is A: 1.16%
focus on small and mid-sized company stocks.

Morningstar ratings reflect historical risk-adjusted performance as of December 31, 2011 and are subject to change every month. Ratings are based on a risk-adjusted return
measure that accounts for variations in monthly performance (including the effects of sales charges, loads and redemption fees) emphasizing downward variations and
rewarding consistent performance. Ten percent of the funds in a category receive five stars, 22.5% four stars, 35% three stars, 22.5% two stars and 10% one star. The Overall
Rating reflects a weighted average of a fund’s 3-, 5- and 10-year (if applicable) risk adjusted performance.

* Expense ratio data is sourced from the prospectus dated March 30, 2011.

The 50% Russell 1000 Growth/50% Russell 1000 Value Indices represents the cumulative total annualized return and standard deviation of returns of an original investment
allocated equally to each style index. The original investment was bought and held, without any rebalancing, for the full period.

The Russell 1000 Growth Index is an unmanaged index that measures the performance of Russell 1000 companies with higher price-to-book ratios and higher forecasted
growth values. The Russell 1000 Value Index is an unmanaged index that measures the performance of Russell 1000 companies with lower price-to-book ratios and lower
forecasted growth values.

The Standard & Poor’s 500 Index is an unmanaged index of 500 widely held US equity securities chosen for market size, liquidity, and industry group representation.

The Russell 1000 Index is an unmanaged index that measures the performance of the large-cap segment of the US equity universe.

An investment cannot be made directly in an index.

NOT FDIC INSURED e MAY LOSE VALUE e NO BANK GUARANTEE

Consider a fund’s objectives, risks, charges and expenses carefully before investing. The prospectus contains this and other information and is available from your financial
advisor or www.sentinelinvestments.com. Please read it carefully before you invest.

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, 800-282-FUND, www.sentinelinvestments.com.





