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We pay close attention to global yield
curves. Yield curve inversions (i.e., short
rates higher than long rates) have been
reliable business cycle peak indicators in
the past (see our previous Insight, How

We Monitor the Economy).

Canadian and U.S. yield curves have
converged over the last couple of years,
mostly due to a rise in the 3-month U.S.
Treasury yield to around 1%. Both curves
have experienced a shift up in short
rates with moderate movement at the
long end—in other words, yield curve
flattening (see Charts 1 and 2). The
spread between 10-year and 3-month
rates is at 1.2% for the U.S. and 1.1% for
Canada.
While the curves are flattening, we’re
not worried about a recession in either

country—we’re just not seeing any other
corroborating data points that are
typically seen before the end of the
business cycle. Unemployment rates in
both countries continue to fall. Inflation
remains subdued. U.S. capacity
utilization, down from the 80%+ seen
before the financial crisis, is holding
steady at around 76%. Canadian
capacity utilization is the highest in five
years at 85%. According to ISM
Manufacturing and Non-Manufacturing
surveys, U.S. business executives
continue to be optimistic about the
economy.

Ronald Steinhoff, CFA
Portfolio Manager

We also don’t see any excesses or
overheated debt levels that would
trigger a recession. Most broad equity
indices are fully valued, and there are
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pockets of runaway speculation (e.g.,
Tesla, Bitcoin), but we don’t see any
overblown euphoria in broad equity
values. Nor do we see any abuse of
potentially destabilizing financial
instruments typically seen at the apex of
market cycles (although these are tough
to see in real-time).
The corporate earnings outlook is
positive, and there has never been a
recession when corporate earnings are
expanding as they continue to today.

We’re not concerned about a recession,
but we’re not without concerns.
Developed markets have increasingly
lofty future growth and margin
expectations embedded at current
levels. High quality, undervalued stocks
with favorable risk/reward set ups are
hard to come by. As a result, cash &
cash equivalents comprise an
overweight position in the portfolio of
the Generation Global Value Private
Trust while we wait for promising
opportunities to emerge.

Chart 1. U.S. Term Structure over Last Five Years

Chart 2. Canadian Term Structure over Last Five Years
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ABOUT THE GENERATION GLOBAL VALUE PRIVATE TRUST
The Generation Global Value Private Trust invests primarily in securities of large capitalization companies,
typically with market caps over $5 billion at the time of purchase, but may invest in those with $2 to $5 billion
market caps. Trapeze Asset Management Inc. employs a proprietary and systematic process to uncover large
cap global equities which our analysis indicates are undervalued. We prefer companies with strong
competitive advantages led by management teams incentivized to maximize return on capital. Our
fundamental analysis provides conviction to hold 30-40 holdings that meet our criteria. Innovative trading
models are used in an attempt to optimize the timing of our purchases and sales.
In addition to rigorous stock screening and research, we utilize a parallel process to monitor economic and
market risk.
DISCLAIMER
The Global Generation Value Private Trust is generally available to investors who can meet certain eligibility
requirements under exemptions from the prospectus requirement in order to invest. Information pertaining
to the Global Generation Value Private Trust is not to be construed as a public offering of securities in any
jurisdiction of Canada. The offering of units in the fund is made pursuant to its offering memorandum only
to those investors in certain jurisdictions of Canada who meet certain eligibility requirements. Please read the
offering memorandum carefully before investing. Investors should contact their investment dealer or Financial
Advisor for more information regarding these exemptions and their requirements.
The information contained herein is for informational and reference purposes only and shall not be construed
to constitute any form of investment advice. Nothing contained herein shall constitute an offer, solicitation,
recommendation or endorsement to buy or sell any security or other financial instrument. Investment
accounts and funds managed by Trapeze Asset Management Inc. may or may not continue to hold any of
the securities mentioned. Trapeze Asset Management Inc., its affiliates and/or their respective officers,
directors, employees or shareholders may from time to time acquire, hold or sell securities mentioned. The
information contained herein may change at any time and we have no obligation to update the information
contained herein and may make investment decisions that are inconsistent with the views expressed in this
presentation. It should not be assumed that any of the securities transactions or holdings mentioned were or
will prove to be profitable, or that the investment decisions we make in the future will be profitable or will
equal the investment performance of the securities mentioned. Past performance is no guarantee of future
results and future returns are not guaranteed.
The information contained herein does not take into consideration the investment objectives, financial
situation or specific needs of any particular person. Trapeze Asset Management Inc. has not taken any steps
to ensure that any securities or investment strategies mentioned are suitable for any particular investor. The
information contained herein must not be used, or relied upon, for the purposes of any investment decisions,
in substitution for the exercise of independent judgment.
The information contained herein has been drawn from sources which we believe to be reliable; however, its
accuracy or completeness is not guaranteed. We make no representation or warranties as to the accuracy,
completeness or timeliness of the information, text, graphics or other items contained herein. We expressly
disclaim all liability for errors or omissions in, or the misuse or misinterpretation of, any information contained
herein.
All products and services provided by Trapeze Asset Management Inc. are subject to the respective
agreements and applicable terms governing their use. The investment products and services referred to
herein are only available to investors in certain jurisdictions where they may be legally offered and to certain
investors who are qualified according to the laws of the applicable jurisdiction. Nothing herein shall constitute
an offer or solicitation to anyone in any jurisdiction where such an offer or solicitation is not authorized or to
any person to whom it is unlawful to make such a solicitation.
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