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Market Review
US Mid Cap equities continued their comeback in Q3. The Russell 2500 index increased over 5.5% in US Dollars (a little over 3% in
Canadian Dollars). Continued interventions by central banks including the US Fed plus fiscal stimulus from governments probably
contributed.

Outlook & Strategy
What are the key opportunities you see?
•

The future is uncertain, but there may be increased investments in communications and Cloud infrastructure, regional supply
chains in many industries, pharmaceutical and medical technology research, the Internet of Things, automation and robotics,
virtual reality, and online services and commerce. We will be looking for ways to participate in these opportunities as equity
markets evolve.

•

We believe companies will seek to improve productivity and may invest in new technology and services that can help them get
work done more efficiently. In particular, the use of data to understand trends should only become more important over time.
We think several of our companies can assist in this effort.

•

We also see the need for companies across the economy to engage in digital transformation to improve service to customers and
to become more agile and secure in their operations. This trend is driving spending and investment in technology products and
services.

•

We continue to maintain an overweight in the Technology, Industrial and Health Care sectors. We believe that the secular growth
available in those sectors will serve us well. We have added some cyclical exposure to our mandates, since there should be an
eventual rebound in global economies and many cyclical company shares do not reflect this potential.

What are key risks that need to be managed?
•

We believe that the US economy, like many others, already faced structural challenges in the form of high debt levels and slow
growth in the working age population. Faced with a potential deep recession, consumers are lowering spending and may increase
their savings rates in the future. With that macro-economic backdrop, we believe that in the long term the world may continue to
proceed in a lower growth environment compared to history.

•

While we do not attempt to forecast near-term economic growth, the high levels of stimulus supplied by governments around the
world should ultimately provide some support for the global economy once the current health care crisis subsides. This outcome
is as always uncertain.

How are you positioning portfolios in response to this outlook?
•

What we aim to do is to know as many great businesses as we can, and learn what they might be worth. When markets offer us
attractive share prices for these businesses, we become buyers.

•

We focus most of our attention on owning innovative secular growth businesses. These types of companies offer products and
services that make the world better, cheaper, and faster – enabling them to grow at a faster pace than the overall economy. We
see this as a more “all weather” approach – our companies can do well in a rising economy, but also perform relatively better in a
difficult economy.

•

We focus mainly on free cash flow as a metric for company valuations. This measure has become even more important in recent
years, as companies have moved increasingly to present earnings in an “adjusted” fashion, which may obscure reality. In our
view, accounting risk has risen and we believe securities regulators are becoming increasingly concerned with these “adjusted”
disclosures based on recent guidance.
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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 September 30, 2020, 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. Index performance
does not include the impact of fees, commissions, and expenses that would be payable by investors in the investment products that seek to track an index.
This document may contain forward-looking information which reflect our or third party current expectations or forecasts of future events. Forward-looking
information is inherently subject to, among other things, risks, uncertainties and assumptions that could cause actual results to differ materially from those
expressed herein. These risks, uncertainties and assumptions include, without limitation, general economic, political and market factors, interest and foreign
exchange rates, the volatility of equity and capital markets, business competition, technological change, changes in government regulations, changes in tax
laws, unexpected judicial or regulatory proceedings and catastrophic events. Please consider these and other factors carefully and not place undue reliance on
forward-looking information. The forward-looking information contained herein is current only as of September 30, 2020. There should be no expectation that
such information will in all circumstances be updated, supplemented or revised whether as a result of new information, changing circumstances, future events
or otherwise.
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 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.

Fund and Benchmark Performance as at: September 30, 2020
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Mackenzie US Mid Cap Growth Class – Series F
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Russell Mid Cap TR Index ($CDN)
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Mackenzie US Mid Cap Growth Currency Neutral Class – Series F
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