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•

The Fund returned 1.2% in July, underperforming the benchmark return of 1.9% (CAD).

•

Accenture, one of the top security contributors this month, is a global consulting firm and is
viewed as the “partner of choice” in assisting companies across most industries in converting
their businesses to take advantage of digitization. The move to digital and the rollout of new
related technologies appears to be moving into the mainstream, which is helping to drive
Accenture’s results.

•

One of the top detractors in July, SAP, headquartered in Germany, is a global software company
with a dominant position in ERP (Enterprise Resource Planning) systems. ERP systems are
notoriously expensive and difficult to install, with installations commonly occurring over several
years, and price tags running into the hundreds of millions of dollars. This has given SAP an
enormous economic moat, since tearing out and replacing an ERP system would be a
nightmare, with no possible economic justification.
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Fund and Market Insights
• The Fund returned 1.2% in July, underperforming the benchmark return of 1.9% (CAD). Stock selection in the Consumer Discretionary sector
contributed positively to relative performance, while stock selection in Information Technology detracted from relative performance.
•

A top security contributor in July, Accenture, is a global consulting firm and is viewed as the “partner of choice” in assisting companies across
most industries in converting their businesses to take advantage of digitization. The move to digital and the rollout of new related technologies
appears to be moving into the mainstream, which is helping to drive Accenture’s results. In Accenture’s view, which we share and have heard
echoed by a number of leading companies, we are at the front end of a very large and important secular period of technological change. As
always, we continue to search for companies that operate in more protected areas and trade at reasonable valuation levels. In our view, Accenture
continues to meet both of these criteria. The core investment thesis is that disruptive technologies will continue to roll-out globally, and Accenture
will continue to be the key consultant implementing them. The firm spends over US$700 million per year on R&D, focusing on understanding new
technologies, creating business models that will allow clients to profitably use new innovations, and finally industrializing them and rolling them out
at global scale through their client base.

•

One of the top detractors in July, SAP, headquartered in Germany, is a global software company with a dominant position in ERP (Enterprise
Resource Planning) systems. A decade ago, we viewed the company as a mature software business that was downshifting from growth to maturity.
ERP systems are notoriously expensive and difficult to install, with installations commonly occurring over several years, and price tags running
into the hundreds of millions of dollars. This has given SAP an enormous economic moat, since tearing out and replacing an ERP system would
be a nightmare, with no possible economic justification. The challenge SAP encountered was that most major companies have already deployed
an ERP system, which makes for a wonderful annuity stream of income, but very limited growth. SAP’s solution to this challenge was to move
upstream, into the analytics and business intelligence areas, creating and acquiring new products that sit on top of their underlying ERP platform
and allow businesses to analyze and understand the vast amount of data that is passing through their ERP system. In addition, SAP invested
heavily in updating their underlying platform, moving it from on-premise to a cloud-based version, called S4/HANA. Although the investment was
necessary if SAP was to continue to grow, it pressured overall margins, during a period where sales were already slowing. This combination of
slowing growth, softer margins and, questionable capital deployment (some of the acquisitions appeared extremely expensive), resulted in
somewhat lackluster stock market performance, ahead of the overall market, but weak relative to comparable large US based software companies.
In our view, the company has now finally turned the corner. The global roll-out of S4/HANA continues to pick-up pace, with cloud sales now over
20% of total revenue. The company anticipates cloud revenues will continue to grow at a CAGR of over 30%. The business has attracted the
interest of activist investor, Elliott Management, who helped ensure that the management is focused on execution; moving from the investment
stage to the growth and margin re-expansion stage.
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Fund Codes and Management Fees
Corporate Class
Series
A
F
PW

CAD
Front-End
1019
1329
6162

Back-End
1169
-----

Low Load 2
7064
-----

Low Load 3
2190
-----

Management
Fee

Management
Expense Ratio

2.00 %
0.80 %*
1.80 %*

2.52 %
1.10 %**
2.18 %**

MERs as of September 30, 2018. *Effective June 1, 2018 the management fee on series F changed from 1.00% to 0.80%.
The management fee on series PW changed from 1.90% to 1.80%. These changes are not yet reflected in the current MER.
The September 2019 MER will reflect these changes. As such, pro-forma estimates are provided**.

Disclaimers
FOR ADVISOR USE ONLY: No portion of this communication may be reproduced or distributed to the public as it does not comply with investor
sales communication rules. Mackenzie disclaims any responsibility for any advisor sharing this with investors. 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 July 31, 2019 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 includes forward-looking information that is based on forecasts of future events as of July 31, 2019. Mackenzie Financial Corporation
will not necessarily update the information to reflect changes after that date. Forward-looking statements are not guarantees of future performance
and 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.
Percentile rankings are from Morningstar Research Inc., an independent research firm, based on the Morningstar US Equity category, and reflect
the performance of the Mackenzie US Growth Class for the one-month, year-to-date, 1-, 3-, 5- and 10-year periods as of July 31, 2019. The
percentile rankings compare how a fund has performed relative to other funds in a particular category and are subject to change monthly. The
number of US Equity funds for the Mackenzie US Growth Class for each period are as follows: one year – 1,762; three year – 1,237; five year –
815; ten year – 311.
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.
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