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Key Takeaways:
•	Since the end of the global financial
crisis in 2009 there have been
12 periods when equity markets
experienced a 5% loss or greater,
including the most recent one
in 2018.
•	Professional investment management can demonstrate its greatest
value to investors and their advisors
during market selloffs, in part by
providing downside protection.
•	Mackenzie Ivy Foreign Equity
Fund declined less than the market
in 11 out of the 12 contraction
periods since 2009 and also
averaged outperformance of about
460 basis points.

So far in 2018 equity markets have experienced a dramatic uptick in volatility
coupled with multi-year performance lows across regions. Markets peaked
around the end of January and found their most recent bottom some time
during the trading day on February 9. During that period, the MSCI World Index
declined about 7% in CAD terms (using end-of-day levels). While this amount is
not enough to call a technical ‘correction’ (i.e., a 10% loss), the move is certainly
enough to have investors concerned about the state of markets, and even the
ability of fund managers to outperform in such volatile periods. The Mackenzie Ivy
Team believes that outperformance in these periods is most important, and we
have a history of protecting investor capital during the most difficult market times.
Negative 7% returns in about two weeks is definitely a significant move, and
we understand how this can be cause for concern. However, market moves
of this size are more common than one would imagine. Since the end of the
Global Financial Crisis (GFC) in 2009 there have been 12 periods when markets
experienced a 5% loss or greater, including the most recent one. In these
periods, markets reached a technical correction in CAD terms only four times
and moved down by an average 8.7% (Figure1) over all instances.
Figure 1
Contraction Period

MSCI World Return (%)

1/13/2010

2/15/2010

-6.34

4/15/2010

6/9/2010

-11.62

2/20/2011

8/19/2011

-15.66

4/2/2012

5/18/2012

-8.36

5/21/2013

6/20/2013

-5.67

1/22/2014

2/3/2014

-5.36

9/14/2014

10/16/2014

-6.06

4/12/2015

5/6/2015

-5.07

8/5/2015

9/29/2015

-10.06

12/29/2015

2/11/2016

-11.87

6/4/2017

9/7/2017

-8.36

1/23/2018

2/8/2018

-7.05

AVERAGE

-8.65

*Source: Morningstar as at February 9, 2018.
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While few of these contraction periods are technical
‘corrections’ for the MSCI World in CAD terms, and none
of them are considered technical bear markets (i.e., losses
in excess of 20%), these periods should remind investors
that equity markets do contract on occasion, sometimes
violently. It is in these periods, we believe, that professional
investment management can demonstrate its greatest value
to investors and their advisors, and that Mackenzie Ivy
Foreign Equity Fund stands out as a consistent outperformer
among them (Figure 2).
Figure 2 – Post-GFC Worst Performance Periods
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Figure 3

Contraction Periods

Mackenzie Ivy
Foreign Equity F
Excess Return

Morningstar Global
Equity Category
Excess Return

1/13/2010

2/15/2010

5.0%

1.2%

4/15/2010

6/9/2010

6.5%

1.5%

2/20/2011

8/19/2011

14.3%

0.9%

4/2/2012

5/18/2012

5.0%

0.4%

5/21/2013

6/20/2013

3.2%

0.7%

1/22/2014

2/3/2014

1.7%

1.1%

9/14/2014

10/16/2014

2.7%

-0.5%

4/12/2015

5/6/2015

0.5%

1.0%

8/5/2015

9/29/2015

6.1%

1.0%

12/29/2015

2/11/2016

9.2%

1.3%

6/4/2017

9/7/2017

-2.5%

1.8%

1/23/2018

2/8/2018

4.0%

0.2%

AVERAGE

4.6%

0.9%

*Source: Morningstar as at February 9, 2018
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During these post-crisis contractions the Morningstar Global
Equity category* generally kept pace with MSCI World Index,
going down by more than markets only once out of the 12
periods, averaging about 90 bps in outperformance during
contractions. While the Mackenzie Ivy Foreign Equity Fund
also went down by more than the market only once out of
the 12 contraction periods, it averaged outperformance of
about 460 bps (Figure 3). This sharp contrast between the
Ivy team and our competitors repeats through market cycles
and we believe it is a part of our competitive advantage in the
long run.

In September 2017, we posted an article on the state of
valuations in global equity markets and raised the prospect
that global equity markets could go down by as much as
20% if they corrected to their long run average1. Since
then, markets continued to soar, right up until this most
recent contraction. As markets have generally moved
upward since the bottom of the global financial crisis,
investors have not thought much about downside protection and the effects these losses can have on your portfolio.
Now, with markets moving decisively downward, investors
are understandably asking questions about the resilience
of their portfolios and wondering how their funds will hold
up. We do not know where the fair value of this market is,
nor where the global equity universe will ultimately find
its bottom. What we do know is that markets still have
a long way to fall before reaching historical averages, and
investors who have profited from funds focused on upside
participation may be well advised to allocate to funds
whose performance strengths include downside protection.

*	Quartile/Percentile rankings are from Morningstar Research Inc., an independent research firm, based on the Morningstar Global Equity category, and
reflect the performance of the Mackenzie Ivy Foreign Equity Fund, series F for the [1-, 3-, 5- and 10-year] periods as of January 31, 2018. The quartiles
divide the data into four equal regions. Expressed in terms of rank (1, 2, 3 or 4), the quartile rankings compare how a fund has performed relative to other
funds in a particular category and are subject to change monthly. The number of Global Equity category funds for the Mackenzie Ivy Foreign Equity Fund,
series F for each period are as follows: one year – 1,564 funds; three years – 1,052 funds; five years – 750 funds; 10 years – 386 funds.
1
	https://www.mackenzieinvestments.com/en/investment-teams/mackenzie-ivy-team/commentary/global-equity-valuations
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Figure 4
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*Source: Morningstar, October 16, 1992 – January 31, 2018

The focus of the Mackenzie Ivy Team is always on carefully growing your capital for the long term. By purchasing businesses
which have good growth prospects at reasonable valuation – in a structured and disciplined way – we are able to steadily
outperform our peers and benchmark over time.
Talk to your financial advisor to learn how the Mackenzie Ivy Foreign Equity Fund can provide downside protection for
your portfolio.
As of January 31, 2018

1 yr

3 yr

5 yr

10 yr

Mackenzie Ivy Foreign Equity Fund Sr F

4.2%

4.2%

11.2%

8.5%

MSCI World Index Total Return (CAD)

18.4%

10.6%

16.4%

8.5%

Morningstar Global Equity Category

16.7%
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12.9%

6.9%
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This document includes forward-looking information that is based on forecasts of future events as of January 31, 2018. We will not necessarily update the
information to reflect changes after that date. Risks and uncertainties often cause actual results to differ materially 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 document (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 endorsement, 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.
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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 January 31, 2018 including changes in unit value and
reinvestment of all distributions and does 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.

