
Q2 Update to the 2019 Investment 
Outlook: Endgame

In the highest-grossing movie of all time (Avengers: Endgame), the villain,  
Thanos, describes his end game pretty clearly: “as long as there are  

those that remember what was, there will always be those that are unable  
to accept what can be.” The Avengers and their many allies, with complete  
clarity as to their adversary’s plan, adopt a strategy easily described as  
going “all in” against their foe. 

When considering future opportunities, investors, in assessing the  
delicate balance between geopolitics, fiscal and monetary policies,  
and the capital markets, likewise seek to unite behind comprehensible  
and consistent actions and pronouncements from the various super  
characters each with their fingers poised on some sort of trigger, from  
interest rates to deficits to military action. In the summer of 2019, many  
of us, when asked to rally in support of the common cause of persistent  
economic growth and solid price appreciation across risk assets, are  
struggling to put our chips on the table given the mixed signals  
broadcast by those important players.

Brexit-Triggered Uncertainty in Europe

The simplest illustration of this confusion is demonstrated by our longest standing ally, the United Kingdom. In a span 
of little more than three years we have gone from the idea of the UK separating from the European Union (EU), Brexit, 
as being someone’s idea of a joke, to a voter preference to leave, then a soft and manageable compromise, to an 
imminent revote, and are currently arriving at a potential “no deal” separation by the end of October 2019. Now  
10 Downing Street welcomes a new prime minister who, after only a few weeks, is already on the ropes. An example of 
the lack of commitment to the potential impact of leaving the EU is represented by the fact that around 60 percent of 
exporting UK companies (around 150,000 of the 250,000 exporters) have not yet completed paperwork that is 
required to continue to trade with European partners.

For the major economies in continental Europe, the potential impact of Brexit adds to the continuing complexity of 
global trade tensions. In France, manufacturing confidence has fallen to its lowest level in six years. In Germany, 
factory orders have recently slumped and major declines have been reported in export orders and investment goods. 
A sign of the resulting friction was a recent admonishment of Germany by the French finance minister who noted:  
“It would be irresponsible not to examine the need for new investments in the eurozone.” Despite these influences, 
Euro-area growth has been positive, although it is expected to weaken during the rest of 2019 and likely 2020. 
Household consumption with a stronger labour market has been a driver of the EU economies, but some of this 
appears to be largely the result of ongoing fiscal policy measures rather than a sustainable trend. These policy 
measures, which have now resulted in almost $5 trillion in European government bonds with negative yields and the 
outgoing president of the European Central Bank (ECB) ready to add more stimulus, may also affect U.S. interest  
rate policy as the higher rates there keep the U.S. dollar drifting higher, disadvantaging U.S. exporters. 
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Tension Between the U.S. and China Has Broader Repercussions

The trade troubles between the U.S. and China have also been felt in Japan, with exports to China down more 
than 6 percent from one year earlier. The critical auto and electronics sectors have been impacted by both 
potential supply-chain disruptions, as well as a general weakening of global demand. The bright spots so far this 
year have been housing and public sector investment, the latter from increased spending on disaster relief, but 
consumer and business investment are still weak. Another area of uncertainty and stress comes from the 
promised increase in the national sales tax to shore up the public pension system, something that is certain to 
have a negative impact on the consumer. All of this with a backdrop of unprecedented easy monetary policy from 
the Bank of Japan (BOJ) that has done little to boost the rate of inflation or the overall rate of economic growth.

As of mid-summer, what many have called a trade war between the U.S. and China seems to have escalated  
into a confrontation involving currencies as well. There are no better words to describe the future result of this 
situation than unknown and massive. It appears that the conflict is exacerbated by large gaps between what each 
side is claiming, making it doubly complicated to achieve agreement of any kind. China experts also note that this 
is not just an economically based issue, but it also involves fundamental structural and cultural differences where 
neither side is likely to sway the other. Some observers point to the inevitability of the two largest world economies  
butting heads to determine who is number one (Thucydides Trap*) with a major unknown being whether 
resolution is strategic or military. While there are numerous pundits and politicians who have simultaneously 
noted that “no one wins a trade war” or that “the U.S./China is winning,” Those statements are, at best, hopes, 
wishes or guesses. We do know, since this is an ongoing and unresolved issue, that uncertainty is winning and 
certainty is coming up short. Only an agreement will allow investors to assess and evaluate the actual impact 
upon forward-looking opportunities. In the meantime, conclusions reached are, at best, speculation. 

In the emerging world, there are some near-term winners in this conflict, as U.S. companies as well as China have 
begun to depend more heavily on other Asian countries, notably Vietnam, Taiwan, Bangladesh and South Korea. 
To some extent, China had already begun the process of outsourcing a degree of production to several other 
Southeast Asian countries due to rising labour and environmental costs at home. In general, a return to easier 
monetary policy in the U.S. is supportive of the ability of emerging markets (EM), such as India and Indonesia, to 
also ease in order to support growth. It is important to note that China’s growth rate has been moderating for 
some time now partly as a result of having been unsustainable at those double-digit rates, and while the trade 
relations have further dampened growth, Chinese officials have taken additional steps to be supportive. In the 
main, emerging country balance sheets are in relatively good shape and it is expected that EM growth will 
continue to be a primary driver of global growth overall. As always, it is wrong to lump all of these markets into a 
single bucket as they will respond to specific risks and opportunities related to their own economies and regions. 
On average, however, fundamentals are improved and valuations reasonable. The long-term support of potential 
increases in the middle class, in productivity, and in labour force participation continue.

Concerns about a Possible U.S. Recession on the Horizon

For the U.S. economy there is an increasing chorus seeing a combination of forces building to a possible 
recession in the next 12 to 18 months. The recent action by the U.S. Federal Reserve (the Fed) to be more 
supportive by shaving 25 basis points (bps) off short rates is a clear indicator that the days of predictable, albeit 
slow, growth may be threatened by these forces — especially related to the trade concerns. While some 
sentiment indicators have rolled over slightly of late, purchasing managers’ indexes (PMIs) continue to be in the 
green zone (although a lighter shade now) and productivity has shown signs of life. Unemployment remains low, 
as does inflation, and corporate earnings have held up even after tax reductions have worked their way through 
the system. Valuations are not so high as to cause warning lights to begin to flash. Still, as noted above, 
uncertainty abounds and markets are likely to react to news in a more volatile way going forward.

*  This term was created by Harvard Professor Graham T. Allison to describe how war can be triggered when a rising power is threatened by a greater power.  
It alludes to an observation by the Athenian historian Thucydides, who noted that Sparta’s fear of Athens made the Peloponnesian War inevitable.
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Our Investment Outlook Is Unchanged from Q1

As is at times the case for our quarterly update we have made no changes from the prior quarter meaning that we 
continue to favor EM debt, Structured Credit, and Emerging Markets in the liquid asset categories with Non US 
Core and Long Bonds being less favored. On the Alternatives side, there is opportunity in many sub classes, but 
careful due diligence is required, especially in Private Equity and Timber, where there are reasons to believe that 
the wind is somewhat less favorable at this point.

Despite the uncertainty that surrounds the global picture from Brexit to elections to trade conflicts, the 
opportunity for investors to profitably increase their asset pool via a wise combination of risky and less risky 
assets, including both liquid and less liquid options, continues as long as the combination of improvements in 
productivity and labour force participation are encouraged and supported. There will always be volatility around 
that central notion as market participants and leadership ebbs and flows based upon shorter-term influences 
including fear and greed.

Opportunities for Investors

The darker times can be more prolonged, however, if major influencers do not recognize that support as the 
ultimate Endgame. The most negative scenario may be realized if two powerful forces adopt the attitude of Steve 
Rogers, aka Captain America, when faced with an unknown future self: “I can do this all day.” Perhaps, but only at 
the expense of all of us.
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Outlook for Canada

GDP growth in Canada is rising and is expected to come in at 2.5 percent for Q2 2019, rebounding from a 
slower start to the year. So far, Canada seems to be somewhat immune to the slowdown in the global economy. 
Consumer and business confidence has improved. Growth in Canada is expected to outpace the U.S. for the 
remainder of the year.

The job market is strong with unemployment at 5.5 percent, an all-time low, helping drive up consumer confidence. 
Year on year, average wage growth was at 3.8 percent in June 2019, which is almost double that of one year ago. 
Core inflation is effectively at the bank’s 2.0 percent target.

The Bank of Canada (BoC) held rates steady during the quarter at 1.75 percent. There have been no increases to 
the BoC rate since October 2018. 

The West Texas Intermediate Crude Oil (WTI) price of oil ended the quarter at $58.5, which is down slightly 
(-2.78 percent) in Q2, but up substantially since the beginning of the year (+28.8 percent). Jason Kenney, who 
was elected premier of Alberta in April 2019, plans to revive the province’s troubled oil and gas sector, cut taxes 
and scale back environmental policies enacted by the previous government.

The Canadian equity market had a positive quarter, up 2.6 percent, though the market gain was not broad-based 
among all sectors. While two large sectors in S&P/TSX Composite, Financials and Materials, posted a 3.5 percent 
and a 5.4 percent return respectively, the Energy sector declined 2.8 percent and the marijuana business-heavy 
Healthcare sector fell 9.3 percent. The FTSE Canada Universe Bond Index returned 2.5 percent for the quarter. 
Higher yielding corporate bonds as measured by the FTSE Canada Corporate BBB Bond Index returned 
2.9 percent for the quarter while Canadian Real Return Bonds (RRBs) returned 3.5 percent for the quarter.

The material contained herein is intended as a general market commentary for distribution to investment professionals 
and fiduciaries only. This is not intended for retail use or distribution. It is for informational purposes only and is intended 
solely for the person to whom it is delivered by Segal Rogerscasey Canada. Opinions expressed herein are those  
of Segal Rogerscasey Canada and the Investment Committee of Segal Rogerscasey Canada, the U.S. affiliate of 
Segal Rogerscasey Canada, as of August 2019, when the Q2 update to the 2019 Investment Outlook was written. 
These opinions are subject to change and may differ from those of other Segal Rogerscasey Canada employees and 
affiliates. Past performance is not a guarantee of future results. Not all investment ideas referenced are suitable for all 
investors and each investor must consider their specific goals, objectives, liquidity, and risk preferences in making 
decisions regarding the applicability of these ideas to their own circumstances. Additional disclosures are provided at 
the bottom of the last page of this publication.
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Summary of Outlook Views

The tables on the following pages provide a snapshot of our forward-looking observations on the key macroeconomic 
factors driving markets and the direction of specific asset classes.

Introduction to Segal Rogerscasey Canada’s Signals

Our global macro signals are represented by arrows that reflect select economic indicators’ directional movement. 
Grey-shaded boxes indicate a change in our view of a particular economic indicator from the previous quarter.

There is a set of five signals for each asset class, represented by shaded circles ranging from an above-normal 
return outlook (dark green) to a below-normal return outlook (dark red), with the middle circle indicating a neutral 
outlook (grey). The views represented for each of the asset classes are relative to our 10-year capital market 
assumptions.

If our views on an asset class change from quarter to quarter, that change is represented by an arrow that 
stretches from the previous quarter’s signal to that of the current quarter. 

Many of the graphs that Segal Rogerscasey Canada used to formulate our asset-class views for the Q2 
update to the 2019 Investment Outlook can be found in an online appendix. The graphs have been updated 
based on data as of June 30, 2019.

http://www2.segalco.com/can-io-supp-q1-2019.pdf


Q2 Update to 2019 Investment Outlook • Page 6

Global Macro Signals and Outlook

Negative Neutral, Trending Lower Neutral Neutral, Trending Higher Positive

Key:

Market GDP Growth Inflation Policy Rate Currency Equity Valuations

Canada

GOP growth in Canada is expected to come in at 2.5 percent for Q2 2019, rebounding from a slower start to the year. So far, 
Canada seems to be immune somewhat to the slowdown in the global economy, and consumer and business confidence has 
improved. The BoC held rates steady. The Canadian dollar appreciated slightly vs. the USD. Inflation rose in the quarter as well. 
Despite this gain, Canadian stocks still look reasonably priced compared with long-term averages.

U.S.

YOY GDP growth came in at 2.1%, lower than last quarter’s growth but in line with expectations. The Fed’s pivot toward interest 
rate reduction and the consumer-driven side of the economic equation continue to support growth, but it is low and slow. Weaker 
manufacturing numbers are notable, though, as is a decline in business spending. Though recession potential is relatively low 
(increasing number of market watchers seeing one on the horizon however), uncertainty around global trade talks continues to 
overhang the U.S. economy and U.S. stocks.

Eurozone

At 0.2%, GDP growth was modest in Q2, and slower than the previous quarter, but was positive nevertheless. The policy rate 
was unchanged, and new ECB head Christine Lagarde will likely continue the ECB’s dovish stance. Equity valuations are a bit 
below the long-term median and are cheaper than U.S. stocks. Inflation slipped somewhat in Q2 but was still positive. The euro 
increased against the USD.

U.K.

GDP shrank -0.2%, its first contraction in almost seven years. Ongoing Brexit-related uncertainty has impacted manufacturing, 
and business spending declined. The pound was lower in Q2 against the USD. The policy rate was unchanged, and at 2%, 
inflation was higher than in Q1. Equity valuations look cheap compared to U.S. stocks.

Japan

Q2 GDP growth was 0.4%, beating expectations (though slower than Q1). The yen appreciated against the USD, and the  
BOJ held the policy rate steady. Inflation increased during the quarter. Equity valuations are moderate compared with most 
developed markets.

Developed Markets  

Note: Arrows reflect impact on growth except for policy rates where they reflect directional movement.
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Negative Neutral, Trending Lower Neutral Neutral, Trending Higher Positive

Key:

Market GDP Growth Inflation Policy Rate Currency Equity Valuations

China

GDP growth increased quarter over quarter in Q2. Trade-related uncertainty and weakening global demand stung growth in 
Q2. China’s policy rate remained unchanged, while inflation increased. The yuan increased against the USD. Equity valuations 
are close to long-term averages, thus were neither rich nor cheap.

Rest of EM N/A

Emerging markets continue to see economic growth, though amid the state of global trade uncertainty, growth was muted in Q2. 
Inflation was relatively soft across EM countries. Central banks remain accommodative, and EM currencies had mixed 
performance. EM stocks were positive in the quarter, and equity valuations now hover above long-term medians.

Emerging Markets  

Note: Arrows reflect impact on growth except for policy rates where they reflect directional movement. 
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Asset Class Signals and Outlook

Key:

Below Normal Neutral Above Normal

Equities

Opportunity 
Set

Below-
Normal 
Return 

Outlook

Neutral 
Return 

Outlook  

Above- 
Normal 
Return 

Outlook Comments for Quarter

U.S. Large 
Cap    

The U.S. economy is still on relatively steady ground, with no 
recession in sight in the near term. Any Fed easing should be 
supportive for stocks. Optimism surrounding a trade deal 
between the U.S. and China is a positive for U.S. large caps, 
though any deterioration to the outlook for trade relations will 
be a negative. Valuations continue to climb further above 
median, but are still not extremely high.

U.S. Small 
Cap

Valuations are reasonable relative to large caps. Any interest-
rate cuts and/or easing of global trade tensions will likely be 
less beneficial to small caps than to large caps. Consumer 
sentiment in the U.S. still seems solid, and continuing U.S. 
economic strength benefits small caps.

Int’l Dev. 
Large Cap 
(Unhedged)

A weaker USD has helped boost unhedged returns, though 
they still lag those of U.S. stocks. Economic growth in Europe 
is still relatively slow. Any boost in monetary stimulus by the 
ECB will be supportive of large caps. Valuations in Europe are 
reasonable relative to the U.S. Though valuations in Japan 
increased in Q2, they remain below the long-term median, but 
with little prospect of growth.

Int’l Dev. 
Small Cap 
(Unhedged)

Weak economic fundamentals are also a concern for international 
small caps. U.S. dollar weakening and cheaper valuations relative 
to the U.S. are both positives, as they are for large caps.

Emerging 
Markets 
(Unhedged)

Valuations still sit above the long-term median. Slowing 
growth in China and trade wars are a concern; results of 
stimulus measures by that country will be closely watched. 
U.S. dollar weakening is supportive for EM, and if the Fed 
cuts rates, dollar appreciation should be modest. However, 
dollar strength and higher oil prices hurt larger importers 
such as China and India. As usual, a long-term perspective 
required, accompanied by short-term volatility.

These views represent our 12–18 month perspective relative to longer-term expectations (10+-year capital market assumptions).
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Opportunity 
Set

Below-
Normal 
Return 

Outlook

Neutral 
Return 

Outlook  

Above- 
Normal 
Return 

Outlook Comments for Quarter

U.S. Core    

Yields declined across the curve in Q2. With the Fed 
potentially easing this year, core bond yields may benefit. 
Current yield/duration profile still not compelling, but is in line 
with long-term capital market assumptions for U.S. Core.

Non-U.S. 
Core 
(Hedged)

Central banks around the world are on hold, and the ECB 
may start to ease soon. Material duration embedded in the 
Global Aggregate index means investors aren’t being 
appropriately compensated for the interest rate risk. Low 
yields and weakening economic backdrops make 
prospects here less attractive.

Emerging 
Market Debt 
(Hedged)

EMD gained in Q2, with local currency debt outperforming 
as the U.S. dollar weakened. Yields are still more attractive 
here than in most other fixed income categories. Though 
local currency recently outperformed, we favor USD-
denominated EMD exposure at this time.

High Yield

Spreads contracted in Q2 as investors continued to favor 
riskier asset classes. Spread levels are now well below the 
historical median. Defaults remain relatively low, and any 
monetary easing could boost corporate prospects.

Bank Loans

Leveraged loan prices made a small gain in Q2. With 
dashed prospects of rate hikes in the near term, loans look 
less attractive. However, yields on loans remain 
compelling. Cov-lite issuance is still at a high.

Treasury 
Inflation-
Protected 
Securities 
(TIPS)

TIPS were positive in Q2 with core inflation rising in June. 
Breakevens are still below the Fed’s long-term 2% target. 
Potential rate cuts from the Fed further dampens near-term 
inflation expectations.

Structured 
Credit

New CLO issuance remains slightly below the record-
setting 2018 pace. At current trading levels, CLO managers 
can purchase loan assets at a discount, which helps build 
par and potentially boost returns to CLO equity holders. 
AAA debt tranches still offer yield premiums to corporate 
credit strategies. Yield curve movements during the quarter, 
as well as the prospect for easing from the Fed are tailwinds 
for mortgage-backed securities (MBS) and CMBS.

Fixed Income

Key:

Below Normal Neutral Above Normal

These views represent our 12–18 month perspective relative to longer-term expectations (10+-year capital market assumptions).

Continued on the next page

file:///C:\Users\CHickey\AppData\Local\Microsoft\Windows\INetCache\Content.Outlook\WC5R7ENQ\Change%20to%20%22commercial%20mortgage-backed%20securities%20(CMBS)%22%3f
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Private Credit

Revenue and earnings growth for middle-market companies 
continues to outpace that of S&P 500 companies. However, 
spreads continue to tighten amid the flood of capital within 
the space. Rising short-term rates have helped offset tighter 
spreads, but with the Fed poised to cut the overnight rate, 
this tailwind may reverse and all-in yields may decrease.  

Long Bonds

Current yield/duration profile is unattractive. Typically, 
long bonds can still be an interest rate hedge for many 
plans. However falling yields will raise questions around 
de-risking.

Municipals

Issuance is modest in 2019 and fund flows to the sector 
have been solid this year. Muni valuations are elevated, 
and munis have lagged the government bond rally. Yield 
and duration dynamic similar to Aggregate Index and 
spreads are near long-term lows. Prospect of monetary 
easing supportive for munis. Tax overhaul makes tax-
exempt status more attractive.

Key:

Below Normal Neutral Above Normal

Fixed Income (continued)

These views represent our 12–18 month perspective relative to longer-term expectations (10+-year capital market assumptions).



Q2 Update to 2019 Investment Outlook • Page 11

Opportunity 
Set

Below-
Normal 
Return 

Outlook

Neutral 
Return 

Outlook  

Above- 
Normal 
Return 

Outlook Comments for Quarter

Hedge Funds    

Flows to global macro, hedged and event-driven strategies 
are robust in this environment. Geopolitical risks make for 
market inefficiencies that benefit these strategies. Some 
sophisticated investors moving toward alpha-oriented funds. 
Equity long/short managers continue to be positioned for 
positive gains in a heightened volatility environment. 
Opportunities for stock-pickers as well as specialist 
mandates with focused opportunity sets to offer enhanced 
alpha potential relative to more generalist asset class 
mandates. Divergent trends involving rates, currencies and 
commodities will be supportive of Global Macro.

Multi-Asset 
Class 
Strategies 
(MACS)

   

Multi-sector exposures and alternative risk premia focus 
provide flexibility and potential risk mitigation from anticipated 
macro market uncertainties and volatility affecting equities, 
bonds, commodities and currencies. MACS strategies can 
tactically navigate in an uncertain market like this one, though 
overall hedge funds are somewhat better positioned to take 
advantage of market inefficiencies right now.

Private Equity

Market dynamics continue to support a cautionary 
perspective. While historically elevated valuations — 
especially in the larger cap buyout sector — provide some 
near-term performance momentum, these higher entry costs 
raise the risk of more moderate results in future market 
correction exit scenarios. This situation is not expected to 
change dramatically in the short run, as strong fundraising 
and increased deal competition show no sign of abating. 
Improved relative value can be found in middle-market 
buyouts, early stage venture and growth equity strategies. 
Special situations remain favorable opportunistically. 
Investors are advised to be patient and selective when 
ramping up allocations and implementing portfolio roadmaps.

Real Estate

Decreasing deal flow along with an efficiently priced 
market is making it hard for core investors to realize 
appreciation, as evidenced by ODCE’s Q2 appreciation 
return of –.01%. Outside of Industrial, every other property 
type is experiencing lackluster appreciation with retail 
continuing to be the hardest hit sector. The Retail sector 
continues to face significant headwinds from ecommerce 
and recent big box bankruptcies have added stock to the 
market, increasing vacancies. Income remains steady as 
many managers focus on increased occupancy across 
their portfolio to weather late cycle fears. Overall, demand 
for real estate remains high and attractive opportunities 
can still be found for opportunistic buyers willing to 
acquire transitional or complex assets.

Key:

Below Normal Neutral Above Normal

Alternatives

These views represent our 12–18 month perspective relative to longer-term expectations (10+-year capital market assumptions).

Continued on the next page
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Opportunity 
Set

Below-
Normal 
Return 

Outlook

Neutral 
Return 

Outlook  

Above- 
Normal 
Return 

Outlook Comments for Quarter

Infrastructure

Capital continues to flow into the infrastructure sector, 
which has pushed dry powder level to new highs. With 
elevated levels of dry powder and significant growth in 
infrastructure fund size, valuation concerns persist 
regarding larger, core, operating assets, especially within 
the renewable and transportation sectors. However, over 
the shorter-term deal activity is expected to remain robust 
as a result of increased dry powder and favorable 
investment opportunity set. Middle-market, core-plus and 
value-add strategies continue to be viewed more favorably.

Commodities

Although most commodity prices gained momentum in the 
first quarter of 2019 following last year’s declines, 
near-term view suggest a continued period of uncertainty 
and increased downward pressure on broad commodity 
prices amidst the decreasing likelihood of a definitive 
U.S.-China trade agreement. Gulf tensions centered on 
Iran and OPEC production cuts should be offset by rapidly 
increasing U.S. production and weakening demand. Trade 
tariffs continue to cast uncertainty on base metals, but 
gold and precious metals are gaining favor amid the global 
flight to safety. Some agricultural products such as grains 
are gaining momentum as prolonged low prices have 
reduced production incentive and boosted demand.

Energy

Midstream companies continue to execute on their plans 
for asset-optimization, improved capital efficiency and debt 
reduction while producing strong earnings. Despite the 
increased commodity volatility on the front-end of the 
curve, the more important backend of the curve has yet to 
experience concerning volatility. Further, the upstream 
sector continued its focus on capital discipline. EIA 
estimates global inventory to fall slightly for the remainder 
of the year but rise to 1.9 million barrels per day in supply 
(mostly form the U.S.) in 2020. EIA forecasts the U.S. 
will be a net exporter of crude oil and petroleum products.

Key:

Below Normal Neutral Above Normal

Alternatives (continued)

These views represent our 12–18 month perspective relative to longer-term expectations (10+-year capital market assumptions).

Continued on the next page
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Opportunity 
Set

Below-
Normal 
Return 

Outlook

Neutral 
Return 

Outlook  

Above- 
Normal 
Return 

Outlook Comments for Quarter

Timber

Domestic timber returns continue to be challenged by  
U.S. homebuilding data, with building permits falling in 
June to the lowest level since May 2017. Building costs 
remain elevated as a result of land and labour shortages, 
offsetting the benefits of low borrowing costs. Borrowing 
costs stand to benefit from the recent U.S. interest-rate 
cut, yet the extent and magnitude of future cuts is 
uncertain. Slowing global growth and the U.S.–China 
trade dispute are challenges to the international 
opportunity set, as weaker demand may lead to weaker 
pricing for wood products. Motivated sellers of timber 
assets present potentially attractive acquisition 
opportunities while ecological and alternative land-use 
return enhancing strategies are positive trends over the 
longer term.

Farmland

In the very immediate term, the farmland sector faces a 
number of significant headwinds including potentially 
disaster trading tariffs leading to lower farm incomes and 
higher equipment prices, depressed commodity prices 
stemming from several years of bumper crops, lack of farm 
labour due to U.S. immigration reform, and current bad 
weather impacting 2019 productivity. While lower crop 
yields this fall may boost pricing, in the short term it will 
negatively impact farm income. Sustained lower farm 
incomes could result in falling land prices and subsequent 
higher debt ratios for farmers as land represents 
approximately 83% of farmers’ equity. However, debt 
equity ratios are relatively low versus historical levels and 
lower interest rates should alleviate any potential increase. 
Longer term, the outlook is more favorable due to strong 
fundamentals supported by growing consumer demand  
for farm output.

Key:

Below Normal Neutral Above Normal

Alternatives (continued)

These views represent our 12–18 month perspective relative to longer-term expectations (10+-year capital market assumptions).



Questions? Contact Us.

To learn more about how our forward-looking views can help to enhance your investment 
strategy, contact your Segal Rogerscasey Canada consultant, Chief Investment Officer  
Tim Barron at 203.621.3633 or tbarron@segalmarco.com, or President Ruo Tan at 
416.642.7792 or rtan@segalrc.ca.

Stay Informed. 
Sign up to receive our latest reports, webinars and videos featuring timely commentary on 
economic, political and market developments as well as critical analysis of new investment 
products and marketplace trends.

Who We Are 
Segal Rogerscasey Canada provides investment solutions and consulting advice to 
corporations, plan sponsors and retail clients across Canada. Visit us online for more 
information about the firm and our services. Segal Rogerscasey Canada is the Canadian 
affiliate of U.S.-based Segal Marco Advisors, an employee-owned, independent global 
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human resources consulting firm founded in 1939 and headquartered in New York. Clients 
gain a global advantage in their investment decision-making from the regional expertise we 
provide as a founding member of the Global Investment Research Alliance.
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