
Second Quarter (Q2) Update to  
the 2017 Outlook: The Slow Road  
to Reducing Monetary Stimulus

It appears, after more than eight years of providing monetary stimulus,  
some key central bankers around the world are in various stages of taking  

their foot off the gas pedal in the expectation (hope?) that the economies of  
Canada, the U.S., Europe and the UK can run on their own, or at least move  
forward without quite so much assistance. This means that, in addition to the  
uncertainty we face from numerous regions (the U.S. administration’s policies  
on tax and trade, North Korea, Russia’s quest for relevance, China’s debt  
bubble, Brexit and several key elections, to name a few), we now have the  
opportunity to watch the monetary authorities attempt to engineer this next  
phase of macro management. There are a few things to note in this regard:

 �  Markets have been somewhat schizophrenic when it comes to reaction  
to changes in the amount of gas being applied to the economy. For  
example, the euro jumped up when European Central Bank Chair  
Mario Draghi even mentioned that reflation was possible, yet the most  
recent rate hike in the U.S. was met with mostly a ho hum. 

 �  We do not know the pace of change in the degree of stimulus or even  
what levers will be pushed or pulled in response to central bankers’  
perceptions of economic strength. 

 �  The three key players in this conversation (Federal Reserve Chair Janet Yellen, Bank of England Governor Mark 
Carney and Mr. Draghi) are new at this, having all assumed command of their respective banks after the Global 
Financial Crisis. They have almost exclusively only experienced the pedal to the metal in their roles. Appropriately 
reversing course is a perilous activity with no amount of simulation and economic data assessment an accurate 
predictor of the ultimate outcome. Even deep experience on the part of the leadership is not sufficient to bolster 
confidence in the degree of success. 

What are the possible outcomes of modifying the amount of gas being funneled into the carburetor of the economic 
engines? Too little gas and the engine stalls — meaning recession. Too much gas and the engine runs faster than it 
should and we get inflation, followed by tightening via higher interest rates, which is then usually followed by a recession. 
And we haven’t had a recession in almost nine years — this current, admittedly slow period of growth is now the third 
longest such expansion since World War II. The implications of missing the target, moderate growth and inflation, are 
substantial. A stalled engine may be difficult to restart given, as some believe, that central bankers are running low on 
fuel. An engine running out of control resulting in rapidly increasing interest rates not only affects corporate and individual 
borrowers, but the Congressional Budget Office estimates1 that each 1 percent increase in the rate the U.S. government 
must pay on its debt would add $1.6 trillion to the deficit over the next decade.

1 The Budget and Economic Outlook: 2017 to 2027 (January 2017)
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Outlook for Canada

The Bank of Canada (BoC) left its key lending rate unchanged at 0.5 percent at its meeting in late May. Comments 
by BoC Governor Stephen Poloz suggested that their “lower for longer” stance had shifted and they may be 
ready to begin raising rates in Q3, which they did on July 12. The Bank of Canada increased interest rates by  
25 bps to 0.75 percent on that date, its first rate bump in almost seven years.

Positive signs of growth are beginning to emerge with increased export activity and business investment. Consumer 
spending is also expected to continue to be strong in the near term. Growth in GDP came in at 3.7 percent in Q1, 
and now the BoC’s expectation is for real GDP to be 2.8 percent in 2017. 

Opposing the BoC’s view to raise rates is core inflation, which was at 1.4 percent in Q2, and has fallen since the 
beginning of 2017 primarily due to lower energy prices and auto prices. In Q2, the price of West Texas Intermediate 
crude was down -9.0 percent to $46.6 USD. The Canadian dollar was up 2.7 percent vs. the USD to end the 
quarter at 77 cents. This has pushed the year-over-year inflation to a 17-year low.

The overheated housing market in Toronto is starting to show signs of dissipating, which may be attributed to the 
Ontario Fair Housing Plan, which implemented a 15 percent tax on foreign buyers.

Risks to the economy on the horizon are the persistent worries of U.S. protectionism (NAFTA renegotiation), low 
commodity prices, and house pricing corrections in Toronto and Vancouver. The crisis for the largest alternative 
lender, Home Capital, was largely contained after its settlement with Ontario Securities Commission and a loan/
equity infusion from Warren Buffett’s Berkshire Hathaway. 

The Canadian fixed income market had a positive quarter, with the FTSE TMX Universe Bond Index returning  
1.1 percent. The Canadian debt market was facing the notion that the country’s economy was still in its recovery 
path, lagging behind the U.S. economy in growth, and going forward it will operate with higher interest rates.  
The S&P/TSX Composite was down -1.6 percent in the quarter, weighed down by resources.
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A Quick Trip Around the Rest of the World

In the U.S., high degrees of consumer and business confidence, the Purchasing Managers’ Index (PMI) reading 
above 50 (anything over 50 is a positive indicator), and low levels of unemployment argue for continued economic 
expansion. The U.S. dollar (USD) has fallen during most of 2017, which can also support our exports. Yet, low 
labor force participation rates, modest wage growth and a continued lack of capital goods spending combined 
with only modest increases in productivity and projections of minimal increases in the working age population 
make a more bearish case. In Washington, the prospects of substantial fiscal stimulus through a combination of 
infrastructure spending and tax reform appear to have taken a back seat to a running tweet contest between a 
host of players from the White House to Congress and the media. The U.S. Federal Reserve (the Fed) increased 
rates another 25 basis points at its June meeting and discussed the possibility of unwinding its $4.5 trillion 
balance sheet, but with no timetable. The bully pulpit assured investors and others that the Fed is going to watch 
and wait and take great care to ensure that this is a very gradual process — not really a tightening, just a little 
lighter touch on the stimulus pedal. Although corporate earnings have been at attractive levels and consensus 
estimates call for more improvement on this front, valuations on a forward 12-month basis are nearing 10 percent 
above their 25-year average, calling into question just how much steam the bull market has left. (As of June 30, 
2017, the S&P 500® Price Index was up almost 260 percent from its low on March 9, 2009). 
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There is a rising vocal consensus that Europe’s problems are mostly in the rear view mirror with election concerns 
moderating and the Brexit becoming more of a known unknown. The signals from the data are mixed, however. 
Eurozone GDP growth is tracking at 1.9 percent annual, but it was at 2.0 percent in 2015. Inflation is at a 1.3 percent 
level, but it had hit 2.0 percent earlier. Consumer and business confidence has been rising again and the PMI is 
at 56. Industrial production is up and consumers are borrowing again. Unemployment continues to decline on a 
slow trajectory and productivity is also rising. Yet all of these positives feel somewhat tenuous. To conclude, the 
engine that is Europe’s economy is clearly not running on all cylinders, but it appears to no longer be lurching and 
sputtering, just running very slowly. Enough so that Mr. Draghi has at least mused about the notion that there may 
be less stimulus rather than more. Mr. Draghi did allude to a potential reduction in monetary stimulus by pulling 
back on quantitative easing bond purchases, but has not laid out specifics. 

Japan has seen another quarter of gross domestic product (GDP) growth — now five in a row — and inflation has 
been positive for two years. There is good news on various fronts with favourable momentum in the air. Yet, all of 
these indicators have been extremely modest with those plus signs for growth and inflation almost a rounding 
error away from being minuses. The Bank of Japan (BOJ) is one central bank that must have foot cramps from 
mashing down on the gas for so long now. 
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Global PMI Heat Map

Source: FactSet as of June 30, 2017
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U.S. 53.8 53.0 53.1 54.1 52.8 51.2 52.4 51.3 51.5 50.8 50.7 51.3 52.9 52.0 51.5 53.4 54.1 54.3 55.0 54.2 53.3 52.8 52.7 52.0

Canada 50.8 49.4 48.6 48.0 48.6 47.5 49.3 49.4 51.5 52.2 52.1 51.8 51.9 51.1 50.3 51.1 51.5 51.8 53.5 54.7 55.5 55.9 55.1 54.7

U.K. 52.3 51.8 51.5 54.5 52.5 51.2 52.5 50.9 51.1 49.5 50.4 53.1 48.3 53.5 55.3 54.2 53.5 55.9 55.6 54.6 54.0 57.0 56.3 54.3

Euro Zone 52.4 52.3 52.0 52.3 52.8 53.2 52.3 51.2 51.6 51.7 51.5 52.8 52.0 51.7 52.6 53.5 53.7 54.9 55.2 55.4 56.2 56.7 57.0 57.4

Germany 51.8 53.3 52.3 52.1 52.9 53.2 52.3 50.5 50.7 51.8 52.1 54.5 53.8 53.6 54.3 55.0 54.3 55.6 56.4 56.8 58.3 58.2 59.5 59.6

France 49.6 48.3 50.6 50.6 50.6 51.4 50.0 50.2 49.6 48.0 48.4 48.3 48.6 48.3 49.7 51.8 51.7 53.5 53.6 52.2 53.3 55.1 53.8 54.8

Italy 55.3 53.8 52.7 54.1 54.9 55.6 53.2 52.2 53.5 53.9 52.4 53.5 51.2 49.8 51.0 50.9 52.2 53.2 53.0 55.0 55.7 56.2 55.1 55.2

Spain 53.6 53.2 51.7 51.3 53.1 53.0 55.4 54.1 53.4 53.5 51.8 52.2 51.0 51.0 52.3 53.3 54.5 55.3 55.6 54.8 53.9 54.5 55.4 54.7

Greece 30.2 39.1 43.3 47.3 48.1 50.2 50.0 48.4 49.0 49.7 48.4 50.4 48.7 50.4 49.2 48.6 48.3 49.3 46.6 47.7 46.7 48.2 49.6 50.5

Ireland 56.7 53.6 53.8 53.6 53.3 54.2 54.3 52.9 54.9 52.6 51.5 53.0 50.2 51.7 51.3 52.1 53.7 55.7 55.5 53.8 53.6 55.0 55.9 56.0

Australia 50.4 51.7 52.1 50.2 52.5 51.9 51.5 53.5 58.1 53.4 51.0 51.8 56.4 46.9 49.8 50.9 54.2 55.4 51.2 59.3 57.5 59.2 54.8 55.0

Japan 51.2 51.7 51.0 52.4 52.6 52.6 52.3 50.1 49.1 48.2 47.7 48.1 49.3 49.5 50.4 51.4 51.3 52.4 52.7 53.3 52.4 52.7 53.1 52.4

China 47.8 47.3 47.2 48.3 48.6 48.2 48.4 48.0 49.7 49.4 49.2 48.6 50.6 50.0 50.1 51.2 50.9 51.9 51.0 51.7 51.2 50.3 49.6 50.4

Indonesia 47.3 48.4 47.4 47.8 46.9 47.8 48.9 48.7 50.6 50.9 50.6 51.9 48.4 50.4 50.9 48.7 49.7 49.0 50.4 49.3 50.5 51.2 50.6 49.5

Korea 47.6 47.9 49.2 49.1 49.1 50.7 49.5 48.7 49.5 50.0 50.1 50.5 50.1 48.6 47.6 48.0 48.0 49.4 49.0 49.2 48.4 49.4 49.2 50.1

Taiwan 47.1 46.1 46.9 47.8 49.5 51.7 50.6 49.4 51.1 49.7 48.5 50.5 51.0 51.8 52.2 52.7 54.7 56.2 55.6 54.5 56.2 54.4 53.1 53.3

India 52.7 52.3 51.2 50.7 50.3 49.1 51.1 51.1 52.4 50.5 50.7 51.7 51.8 52.6 52.1 54.4 52.3 49.6 50.4 50.7 52.5 52.5 51.6 50.9

Brazil 47.2 45.8 47.0 44.1 43.8 45.6 47.4 44.5 46.0 42.6 41.6 43.2 46.0 45.7 46.0 46.3 46.2 45.2 44.0 46.9 49.6 50.1 52.0 50.5

Mexico 52.9 52.4 52.1 53.0 53.0 52.4 52.2 53.1 53.2 52.4 53.6 51.1 50.6 50.9 51.9 51.8 51.1 50.2 50.8 50.6 51.5 50.7 51.2 52.3

Russia 48.3 47.9 49.1 50.2 50.1 48.7 49.8 49.3 48.3 48.0 49.6 51.5 49.5 50.8 51.1 52.4 53.6 53.7 54.7 52.5 52.4 50.8 52.4 50.3

Emerging Markets 49.1 48.6 48.4 49.0 49.2 49.0 49.4 48.9 50.2 49.5 49.5 49.3 50.3 50.1 50.3 51.0 50.8 51.1 50.8 51.3 51.6 50.8 50.5 50.8

In the emerging markets, the BRICs2 are back:

 � Brazil is trending towards growth, but still in recession.

 �  Russia is also proof positive that enough austerity can cure many ills — as long as revolutions are not the result.

 �  India continues to grow and Prime Minister Narendra Modi’s administration, while perhaps working painfully 
slowly, has a solid political base and proclivity towards important business reforms.

 �  In China, growth has surprised on the upside, reserves have stabilized as have PMIs for manufacturing and 
services. While debt is still a major concern, an upcoming party congress should focus attention on continuing 
stability. It is also worthwhile to note that, although modest, the additions of some Chinese A shares to 
international indices and other related investor reforms are important in concept if not in size. Opening up  
to capital markets in and of itself is a stabilizing influence.

For the rest of the emerging world, as always with a reminder that homogeneity is not universal here, things are 
generally looking up. Earnings for the first half of 2017 were up more than expected. Currencies have stabilized 
after having sold off, and concerns about rising USD-denominated debt service have lessened with U.S. rates 
rising at a glacial pace. Finally, the negative fund flows out of emerging markets have reversed, as investors likely 
recognized these factors as well as the long-term growth potential.

A terrific chart is the heat map below of PMIs. Note how green the landscape is across the world. Naturally this  
is only one measure, but the good news here is that there is safety in numbers. With a generally favourable global 
perspective on manufacturing, that provides a bit of a net in the event that one or several economies face more 
difficult times. The caravan moving forward together can withstand a few breakdowns along the journey.  

2 BRICs is a commonly used acronym for the large emerging markets of Brazil, Russia, India and China.
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What’s Driving our View on Each Asset Class?

With the aforementioned macroeconomic backdrop, we summarize our views on various capital markets as provided 
in greater detail via our Sub-Asset Class Signals and Outlook on pages 9 to 11.

Equity

We see the U.S. equity market returns over the next 12–18 months being within the range of long-term expectations 
(positive, in the mid-single digits). This view results from the combination of solid fundamentals, but valuations 
being extended. We envision the non-U.S. developed world as having returns that are somewhat ahead of 
expectations, as favourable economic direction combines with more reasonable pricing for stocks. Likewise with 
the emerging markets where that dual advantage also exists. This is a positive change from the prior quarter when 
we were seeking more confirmation of this trend line. In the U.S., we do not see any advantage for small vs. large 
or growth over value, except in the case of the former pair there is the long-term, and current, expectation that 
there is an incremental additional return to lower-capitalization stocks.

Fixed Income

Our views on this investment class are largely unchanged since the first of the year. We think it is going to be 
difficult to make much over baseline yields in Core, either in the U.S. or the rest of the developed world. We see 
credit spreads compressed to very modest levels and, while cautious regarding stretching too far for yield, the 
benign environment should keep defaults low and investors should be able to earn the spread, small as it is. High 
yield also continues to benefit from a solid economic backdrop in the U.S., and defaults remain low, though 
spreads in the sector have tightened considerably. EMD benefits from flows and generally favourable economic 
direction while some of the more esoteric lending areas — the middle market, for example — continue to provide 
attractive returns.

Illiquid/Private Assets

With details on page 11, our brief commentary is simply that we cannot make a compelling case that any of the 
sub-asset classes will, over the near term, provide outsize returns relative to our longer-term expectations. Whether 
it is low levels of inflation, substantial dry powder waiting to be put to work, or high valuations, each sub class has 
some element that is of enough concern to push us to a neutral perspective across the spectrum. 

We observe that in many investment outlooks authors demonstrate a proclivity to boldly put their chips on one 
asset or another, hoping that they can ring the bell when they are right and that readers will have short memories 
when they are wrong. For our part we see a Neutral perspective as being the rule rather than the exception. It 
means that there are not substantial dislocations, but also that we have not suffered from the volatility that creates 
those dislocations. Like the economic engines that our various central bankers and political systems are seeking 
to keep running smoothly, for us a perfect world would be one where our expectations for capital market returns 
were generated each and every quarter and meeting objectives would be like taking a quiet ride down a country 
road that had just been paved. Stop-and-go traffic, with engines gunned and brakes slammed, is unfortunately 
how economies and markets often work, but we would be quite comfortable if the cruise control was set and the 
journey tranquil — at least for a while.

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 the 
Segal Rogerscasey Canada and the Investment Committee of Segal Marco Advisors, the U.S. affiliate of Segal Rogerscasey 
Canada, as of July 2017, when this update to the 2017 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 New Signals

In this second quarter update to the 2017 Investment Outlook, readers will notice a new look for our sub-asset 
class signals. This design offers readers more nuanced sub-asset class views that are clearer and easier  
to understand.

There is now a set of five signals for each sub-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 sub-asset classes are relative to our 
10-year capital market assumptions.

If our views on a sub-asset class change from quarter to quarter, that change is now represented by an arrow  
that stretches from the previous quarter’s signal to that of the current quarter. Examples in this publication are 
International Developed Market Small Cap equity and High Yield fixed income. 

The structure of the global macro signals remains the same, with fewer economic indicators highlighting the most 
critical drivers of our views, and an updated look for the arrows. A few of the individual emerging market country 
views were omitted to be more concise.

Many of the graphs that Segal Rogerscasey Canada used to formulate our asset-class views for this update 
to the 2017 Investment Outlook can be found in an online appendix. The graphs have been updated based on 
data as of June 30, 2017.

http://www.segalgroup.ca/media/3339/q22017updatesupp.pdf
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Global Macro Signals and Outlook

GDP Growth Inflation Policy Rate Currency Equity Valuations

U.S.

Growth still sluggish and inflation below target, but positive. Fed in the mood to raise policy rates, but carefully. USD gains have 
reversed, especially versus euro, so more neutral. Equity valuations are high.

Canada

In Q2, the BoC suggested that it may begin to raise rates in Q3 — and it did on July 12 — as positive signs of growth are emerging 
in export activity and business investment. Core inflation, however, has fallen since the beginning of 2017 primarily due to lower 
energy prices and auto prices. The Canadian dollar has been rising gradually with anticipation of higher rates. The S&P/TSX 
Composite was down -1.6 % in Q2, weighed down by resources. 

Eurozone

Positive signs in growth rates generally and populism feels less impactful. Draghi muses about future being brighter. Rates 
unchanged near zero and valuations neither high or low.

U.K.

GDP growth anemic. Politics and Brexit outcomes still uncertain. Policy rates unchanged. Inflation fell lately, but over 2.5% annual. 
Pound up recently, but still at cyclical lows. Valuations above median.

Japan

Positive growth for four quarters, but still near zero. Positive inflation for eight quarters, but still near zero. Rates unchanged at 
zero. Currency up from lows, but still a wind at the economy’s back. Valuations cheap.

Developed Markets  

Note: Arrows reflect impact on growth except for policy rates where they reflect directional movement.

Negative Neutral, Trending Lower Neutral Neutral, Trending Higher Positive

Key:
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GDP Growth Inflation Policy Rate Currency Equity Valuations

China

Growth has picked up, as has the level of inflation. Policy rates remained unchanged, while currency has weakened somewhat 
since six months ago. Valuations still very attractive.

Rest  
of EM N/A

In general, economic growth and inflation rates have been more favourable and trend positively. The stronger USD is advantageous 
for most EMs, but valuations with strong markets have moved the markets from cheap to near fair value.

Emerging Markets  

Note: Arrows reflect impact on growth except for policy rates where they reflect directional movement.

Negative Neutral, Trending Lower Neutral Neutral, Trending Higher Positive

Key:
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Sub-Asset Class Signals and Outlook

Equities

Below-
Normal 
Return 

Outlook

Neutral 
Return 

Outlook  

Above- 
Normal 
Return 

Outlook Comments for Quarter

U.S. Large 
Cap    

Valuations remain elevated, though earnings growth finally 
turning positive and may have room to run as headwinds 
from strong dollar and oil decline dissipate. No preference 
growth vs. value.

U.S. Small 
Cap

Valuations rose on the heels of a significant rally post-
election. Rally has fizzled a bit as large caps have caught 
up. Near historical relative value averages with large cap.

Int’l Dev. 
Large Cap 
(Unhedged)

More favourable valuations relative to the U.S. coupled 
with the tailwinds of still-accommodative central banks and 
weakened currencies generally speaking. Favourable view 
relative to U.S. stocks.

Int’l Dev. 
Small Cap 
(Unhedged)

Similar tailwinds as international large cap. Small stocks 
only modestly cheaper to large caps on a relative basis. 
Inflows to the asset class should support performance.

Emerging 
Markets 
(Unhedged)

Growth seems to have hit an inflection point as Brazil and 
Russia appear to have emerged from recession. Healthy 
reserve positions, cheap currencies and a rebound in 
commodities support performance.

These views represent our 12–18 month perspective relative to longer-term expectations (10+-year capital market assumptions).
Arrows represent the shift in our view from the previous quarter.

Key:

Below Normal Neutral Above Normal
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3 ZIRP is an abbreviation of zero interest rate policies and NIRP is an abbreviation of negative interest rate policies.
4 CLO is an abbreviation of Collateralized Loan Obligation.

Fixed Income

Below-
Normal 
Return 

Outlook

Neutral 
Return 

Outlook  

Above- 
Normal 
Return 

Outlook Comments for Quarter

U.S. Core    

Yield curve continues to flatten as the Fed increases rates 
on the front end while foreign inflows keep the back end 
constrained. A 2.5% yield for 6 years of duration is not an 
attractive proposition.

Non-U.S. 
Core 
(Hedged)

ZIRP and NIRP3 continue, though yields have clearly come 
off historic lows. Market reactions to BOE and ECB 
comments sent rates higher, though still unattractive.

Emerging 
Market Debt 
(Hedged)

Coupons remain attractive relative to rest of world, though 
spreads came in below long-term averages. Healthy 
reserve positions alleviate some default concerns, but 
higher rates compensate for the risk.

High Yield

Spreads are close to long-term lows, despite energy 
gapping out in the quarter. Capital continued to flow into 
the asset class in the quarter as the search for yield 
intensifies. No major default concern at present as 
business and credit conditions remain healthy. Pricing, 
however, is rich.

Bank Loans
Capital flows intensified in the quarter (up 75% YoY). 
Spreads remain tight and demand is such that re-pricing 
limits ability for coupons to tick higher with rates.

TIPS

Break-evens came in during the quarter, 10-year currently 
sits at 1.72% as expectations of inflation stemming from 
Trump’s policies have moderated. More of a hedge than an 
opportunity at present.

Structured 
Credit

CLOs4 suffer from similar headwinds as broadly-syndicated 
bank loans. However, some potential for incremental yield 
relative to credit risk as the economy and business cycle 
appear healthy.

Private Credit

Capital continues to flow into the market. However, deal 
flow remains healthy, which is critical for the asset class. 
Some concerns about impact of potential Dodd-Frank 
repeal. Prefer lower to middle market over large deals.

Long Bonds
Long rates fell during the quarter. 30-year at 2.835%. 
Though higher than this time last year, long bonds still don’t 
compensate for rate risk. Most useful in LDI or hedging.

Municipals
Spreads have increased in 2017, however, the broad index 
has an even worse trade-off of yield to duration than the 
Aggregate Index at 2.3% yield for 6.3 years of duration.

These views represent our 12–18 month perspective relative to longer-term expectations (10+-year capital market assumptions).
Arrows represent the shift in our view from the previous quarter.

Key:

Below Normal Neutral Above Normal
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Private/Illiquid

Below-
Normal 
Return 

Outlook

Neutral 
Return 

Outlook  

Above- 
Normal 
Return 

Outlook Comments for Quarter

Absolute 
Return    

Overall muted market volatility and elevated correlations 
remain headwinds for stock pickers. Looming central bank 
policy convergence potentially affects rate and currency 
trade alpha. Select short bets, credit and multi-asset class 
strategies present opportunities given macro uncertainties.

Private Equity

LBO purchase and debt multiples stretched, along with 
generally tougher capital deployment environment. SMID 
market deals, multi-stage venture, secondaries, and 
industry-focused investments remain bright spots. 

Real Estate

Core remains expensive and experiencing a moderating 
capital appreciation component. Value-add repositioning, 
along with multi-strategy opportunistic taking advantage  
of asset mispricings or dislocations offer upside potential.

Infrastructure

Historic levels of dry powder and increased competition 
for larger core assets has increased valuations. Enhanced 
opportunities can be found in the middle market, value add 
space. Continued investor demand and pending governmental 
fiscal initiatives poised to support increased deal flow. 

Commodities

Absent any unexpected shocks, relatively low global 
inflation and regional supply-demand factors constrain 
overall price appreciation and keep returns variable and 
commodity-specific. Raw materials and industrial metals 
will benefit from improving global production, but energy 
commodity pricing expected to remain range-bound. 

Energy

Mixed OPEC supply cut results along with steadily 
increasing U.S. production will continue to keep a lid  
on crude prices and reserves valuations. Natural gas 
inventories continue to build, thereby softening prices. 
U.S. fracking tech efficiencies has improved drilling 
profitability, which could offer select domestic production 
investment opportunities. 

Timber

Continued tepid housing activity and modest domestic 
consumption expected to mute price increases and 
returns, while duty-free Canadian lumber imports present 
competitive challenges.  Lumber exports recovering as 
European and Asia demand picks up, and pulp prices  
will be supported as long as economy stays on track. 
Timberland valuations remain stable. 

Farmland

Demand for farmland keep valuations strong in some 
markets and income returns overall attractive. However 
commodity price volatility and global supply levels could 
dampen select cropland prices. 

These views represent our 12–18 month perspective relative to longer-term expectations (10+-year capital market assumptions).
Arrows represent the shift in our view from the previous quarter.

Key:

Below Normal Neutral Above Normal



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 
investment consulting firm, and a member of The Segal Group, a benefits and strategic 
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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