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Highlights 

 Global leading indicators of economic activity have, on balance, stabilized at lower levels. Encouragingly, global central 
banks are starting to implement monetary easing and rate cuts are expected over the next several months. This should 
support the global economy, helping it to further stabilize, if not improve late 2019. 

 Global economic weakness has unsurprisingly been centered around manufacturing activity and industrial production, as 
global capital expenditures have taken a pause while companies wait any form of resolution on global trade uncertainties.   

 The first half of the year saw weaker than expected demand for oil. This can be partially explained by one-time events but 
slowing global economic growth and weather were key drivers. 

Market Review 

 Global leading indicators of economic activity have, on balance, stabilized at lower levels. Looking through to regional activity – 
China has picked up modestly as the results of ongoing fiscal stimulus and normal seasonal effects take hold. Other emerging 
markets have shown similar signs of stabilizing. European economic indicators are showing some positive signs; however, 
concerns remain over the weakness of exports and international trade as the world sorts through ongoing trade disputes. 
Inventory buildup in the US that supported GDP growth in Q4-2018 and Q1-2019 has stalled. Encouragingly, global central 
banks are starting to implement monetary easing and rate cuts are expected over the next several months. This should support the 
global economy, helping it to further stabilize, if not improve late 2019. 

 Global economic weakness has unsurprisingly been centered around manufacturing activity and industrial production, as global 
capital expenditures have taken a pause while companies wait any form of resolution on global trade uncertainties. Provided that 
consumer sentiment remains strong, and inventories continue to draw, we should see a pickup in global manufacturing in late 
2019 or early 2020. We therefore maintain our base case outlook for slower growth in 2019 followed by a better 2020. 

 The first half of the year saw weaker than expected demand for oil. This can be partially explained by one-time events but slowing 
global economic growth and weather were key drivers. In the second half of the year we expect to see stronger demand for oil 
which should drive draws on global stock.  Despite supply being curtailed or managed by OPEC-plus’s discipline and sanctions 
on Iran and Venezuela, current inventory levels are high, putting a ceiling on prices. Further inventory draws in Q3 should 
support prices at or above current prices.  

 Some micro indicators of supply are starting to point to North American oil and gas production growth slowing meaningfully as 
capital restraints is pressuring all players. With free cash flow generation and returns to shareholders as the new mantra, 
exploration and production companies are forced to slow. To date we are encouraged by these signs of restraint which should 
benefit the supply demand outlook going forward. 

 Global base metal prices have generally stabilized at price levels which do not incentivize new investment. There too, we expect 
better supply-demand fundamentals for 2020 provided current global demand doesn’t deteriorate further. Bulk materials such as 
iron ore and metallurgical coal continue to enjoy very high prices due to a combination of strong demand in China for ongoing 
infrastructure projects and new housing, and tight supply; particularly of iron ore, due to ongoing challenges issues in Brazil. 
Lumber prices have shown tentative signs of bottoming with some seasonal recovery in US housing activity after an unusually 
slow Q1 which was driven by significant flooding in large parts of the US. Lumber supply continues to be adjusted downward as 
British Columbia lumber companies belatedly start shutting down uneconomic capacity in the BC interior.  We believe this supply 
discipline will put a positive structural underpinning behind this market, should US housing constructive activity accelerate. 

 In response to stalling global growth momentum, many central banks have made a hasty retreat from tightening to easing. US real 
interest rates (i.e. nominal interest – inflation) have collapsed to 2bps, down from a cyclical high in November 2018 of more than 
1%.  The surprise has been inflation, where expectations are relatively unchanged resulting in lower real interest rates (i.e., nominal 
interest rates minus inflation expectations). Lower real interest rates lower the opportunity cost of owning gold relative to most 
asset classes; with negative real interest rates just a few basis points away, gold could enter a very prosperous environment. 

 As we have commented in previous quarters, the current economic cycle has to date not followed a traditional trajectory towards 
a maturing economic expansion. We continue to believe that the current economic environment is not on the cusp of a recession 
as global consumer expenditures remain very strong, assisted by still solid wage growth, very low unemployment in major 
economies, and moderating inflation; all helping consumer sentiment and consumer expenditures. 
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 Our proprietary risk indicators have us remaining cautiously optimistic. As such, we will continue to prudently manage our risk 
exposures until indicator turn more decisive. For now, we believe that H1/2019 will see the global economy regroup before it 
returns to trend growth later in 2019 and into 2020. 
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Commissions, trailing commissions, management fees, and expenses all may be associated with mutual fund investments. Please read the 
prospectus before investing. The indicated rates of return are the historical annual compounded total returns as of June 30, 2019 including 
changes in unit value reinvestment of all distributions and do and not take into account sales, redemption, distribution, or optional charges 
or income taxes payable by any security holder that would have reduced returns. Mutual funds are not guaranteed, their values  change 
frequently and past performance may not be repeated. 

Index performance does not include the impact of fees, commissions, and expenses that would be payable by investors in the in vestment 
products that seek to track an index. 

This document includes forward-looking information that is based on forecasts of future events as of June 30, 2019. We will not necessarily 
update the information to reflect changes after that date. Risks and uncertainties often cause actual results to differ mater ially from 
forward-looking information or expectations. Some of these risks are changes to or volatility in the economy, politics, securities markets, 
interest rates, currency exchange rates, business competition, capital markets, technology , laws, or when catastrophic events occur. Do 
not place undue reliance on forward-looking information. In addition, any statement about companies is not an endorsement or 
recommendation to buy or sell any security. 

The content of this commentary (including facts, views, opinions, recommendations, descriptions of  or references to, products or securities) 
is not to be used or construed as investment advice, as an offer to sell or the solicitation of an offer to buy, or an endors ement, 
recommendation or sponsorship of any entity or security cited. Although we endeavour to ensure its accuracy and completeness, we 
assume no responsibility for any reliance upon it.  

Fund and Benchmark Performance as at: June 30, 2019 1 year 3 years 5 years 10 years 

Mackenzie Canadian Resource Fund Series F -21.5% -3.9% -8.5% 1.4% 

*Blended Index (comprised of 38.5% S&P/TSX Energy + 31.5% S&P/TSX 
Materials + 16.5% MSCI World Energy + 13.5% MSCI World Materials)  

-6.5% 2.3% -1.6% 2.3% 

     

Mackenzie Global Resource Class, Series F  -12.5% 1.6% -3.8% 3.2% 

55% MSCI World Energy (Net) Index and 45% MSCI World Materials 
(Net) Index -6.4% 7.6% 2.6% 6.1%  

     

 Mackenzie Precious Metals Class Series F 17.0% -0.5% 6.3% 3.4% 

 S&P/TSX Global Gold Total Return Index 16.4% -3.6% 3.3% -2.5% 

     

Mackenzie Gold Bullion Class, Series F 10.6% 1.2% 4.0% n/a 
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Gold Bullion Index 12.0% 2.6% 5.4% 5.5% 

 


