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The first two quarters of 2021 have been very
positive for investment markets around the
world. Economic data continues to surprise
on the upside. The first quarter saw very
strong returns, which have taken a pause in
the second quarter. The positive takeaway is
that this has allowed earnings to play catchup to market valuations, which is a very
healthy development.
In terms of economic data, growth and inflation were both front
and center in the first half of 2021. The economic recovery
has been very robust, and GDP growth has continued to print
above expectations. This has been very well received by
investment markets. However, inflation has also surprised on
the upside throughout the first half of the year. This has raised
the question as to whether higher inflation will persist into the
future, potentially forcing central banks to begin shifting from
stimulating the economy through policy to normalizing policy to
a more balanced state. Overall, this has caused equity markets
to moderate their upward trajectory in the second quarter.
Canadian and U.S. Inflation

4.0%

3.6%
3.4%

3.0%
2.0%
1.0%
0.0%
-1.0%
Jan-09

Jan-12
US Inflation

Jan-15
Jan-18
Jan-21
Canadian Inflation
Source: Bloomberg

Canadian and U.S. Unemployment
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Although the COVID-19 pandemic continues to be a major
factor for the economic outlook, it has not dominated
discussions in 2021 the way it did in 2020, which is a positive
sign going forward. Investment markets continue to assess
COVID-19 as a risk but are now equally as focused on economic
growth, the labor market recovery, and the progression of the
industrial production cycle. The labor market has recovered
significantly since the pandemic began in March of 2020. North
American unemployment rates, which peaked around 13%15%, have moved to a much healthier
6%-8%. Similarly, with consumers benefitting from low
interest rates, while government stimulus cheques also line
their spending pockets, global consumption has been very
strong in 2021. This has been apparent in global manufacturing
and global production data throughout the first half of
this year. When we take a more granular view of the world,
corporate earnings data has also been very positive. Earnings
growth expectations at the beginning of the year were for
companies to grow their earnings by approximately 26%
and 18% in both Canada and the U.S., respectively. These
expectations were revised higher at the end of the first quarter
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as well as the end of the second quarter. Within our Matco

Performance YTD

M-Factor investment process, which focuses on nine specific
investment fundamentals to select the companies we invest

Matco Small Cap Fund

16.50%

Matco Canadian Equity
Income Fund

15.80%

in, four of those factors are earnings based. To that end, the
earnings outlook is critical in how we manage portfolios,
but equally as important is whether those expectations are
moving higher or lower. With expectations continuing to move
higher in 2021, our positive outlook for equity markets has

Matco Global Equity Fund

13.10%

been reinforced. However, we are cognizant that the positive
earnings revisions for 2021 have been at the expense of the

Matco Balanced Fund
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earnings outlook for 2022. As we all know, investment markets
are forward looking. We continue to watch very closely how
the earnings expectations for 2022 evolve as we head into the

Matco Fixed Income Fund

latter half of the year. Although equity markets paused their
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growth in the second quarter, the last two corporate earnings
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sessions have been very strong. Company earnings continue
to grow while stock markets move sideways, which helps
improve the valuation of markets. In a sense, corporate
earnings needed to play catch-up to the valuation or
expensiveness of the markets and this took place in the
second quarter. Although less exciting to see markets moved
sideways, we view this very positively. As an investor, patience
can be a virtue.
2021 Earnings Growth Estimates
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All things considered, performance in the first half of the
year has been very positive. Our Canadian equity investment
mandates are up approximately 16% year-to-date while our
global equity mandate is up approximately 13% year-todate. We are very pleased with this positive performance.
Although equity markets have been very strong, the fixed
income landscape has been under some pressure. Interest
rates rising in the first quarter led to negative performance,
however some ground was made up in the second quarter. This
leaves our Matco Fixed Income Fund down approximately 4%
year-to-date. Our Matco Balanced Fund, which participates in
both the fixed income and equity mandates, has also had very
positive performance. The Fund is up approximately 7% yearto-date, a very strong result for a balanced risk exposure. As
we look out to the second half of 2021 and beyond, we remain
vigilant in executing our disciplined investment process. Our
M-Factor process allows us to stay ahead of the curve, while
understanding that patience can be equally as powerful for
an investor’s portfolio. As always, through the execution of our
process, we remain focused on preserving and growing your
investment capital.
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DISCLAIMER
Performance returns for the Matco Mutual Funds are calculated by Matco Financial Inc. These returns are calculated and reported in Canadian
dollars and are historical simple returns for the 3 month, YTD and 1 year periods and annualized compounded total returns for periods after 1
year. They include changes in unit value and reinvestment of all distributions and do not take into account sales, redemption, distribution or
optional charges or income taxes payable by any security holder that would have reduced returns. Matco Fund returns are calculated after
management fees and operating expenses have been deducted. In comparison, the index returns do not incur management fees or operating
expenses. Index returns are supplied by a third party. We believe the data to be accurate, however, we cannot guarantee its accuracy.
Sector allocation, top 10 holdings, and country allocation based on percentage of portfolio assets
Forward-looking statements: certain statements in this presentation are forward-looking. Forward-looking statements are statements that are
predictive in nature, depend upon or refer to future events or conditions, or that include words such as “may”, “will” or “should”, or other similar
expressions. Forward-looking statements are not guarantees of future performance. Any number of factors could contribute to differing results
including, among other things, general economic, political and market factors, interest and foreign exchange rates, global equity and capital
markets, business competition, technological change, changes in government regulations, unexpected judicial or regulatory proceedings and
catastrophic events. This list of factors is not exhaustive. Investors should not place undue reliance on forward-looking information and
should be aware that Matco Financial may not update any forward-looking statements whether as a result of new information, future events or
otherwise.
This information has been prepared solely for informational purposes in connection with a “one-on-one presentation” and is not for public
distribution. This commentary is intended for information purposes only and does not constitute an offer to buy or sell our products or services,
nor is it intended as investment and/or financial advice on any subject matter and is provided for your information only. Every effort has been
made to ensure the accuracy of its contents.
Our investment strategies and the resulting portfolio holdings may change depending on factors such as market and economic conditions. This
information is not a complete analysis of every aspect of any market, country, industry, security or portfolio. Because market and economic
conditions are subject to rapid change, opinions provided are valid only as of the date of the material. Statements of fact are from sources
considered to reliable, but no representation or warranty is made as to their completeness or accuracy. Any reviews, analyses, preliminary
findings and proposed strategies set forth in this presentation that are based on information that you have provided to us, we have assumed is
accurate and complete, without any independent verification. There is no assurance that any intended results and/or hypothetical projections
will be achieved or that any forecasts expressed will be realized. Neither Matco Financial nor its affiliates accepts any liability whatsoever for
any direct or indirect consequential loss arising from use of this report or any information, opinion or estimate herein. Past performance does
not guarantee future results and results may differ over future time periods.
Commissions, trailing commissions, management fees, brokerage fees and expenses all may be associated with mutual fund investments. Please
read the Fund Facts and Prospectus before investing. Mutual funds are not guaranteed, their values change frequently, and past performance is
not indicative of future performance. Matco Funds are not available for purchase in Quebec or Newfoundland & Labrador.

Matco Financial is an independent, privately held discretionary investment counsellor and asset management firm that serves the needs
of individual investors, institutions, advisors, trusts, corporations and not-for-profit organizations. Matco provides investment advisory
services to investors on a discretionary basis through mutual funds and separately managed accounts. This communication is intended for
information purposes only and does not constitute an offer or solicitation by anyone in any jurisdiction in which such an offer or solicitation is
not authorized or to any person to whom it is unlawful to make such an offer or solicitation. Matco Financial Inc. makes no representations as
to the accuracy or any other aspect of information contained in other websites. All statements that look forward in time or include anything
other than historical information are subject to risks and uncertainties and are not guarantees of future performance. Investors should not rely
on forward looking statements. Actual results, actions or events, could differ materially from those set forth in the forward looking statements.
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