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Market overview

Fund overview

During the first quarter of 2017, global equities continued to move
higher, continuing a rally that followed the U.S. election in early
November. However, leadership in the market shifted, as the
reflation trade that followed the election of Donald Trump to the
U.S. Presidency in late 2016 waned, with Financials and cyclical
leadership giving way to secular growth sectors. As such,
portfolios with growth investment styles performed relatively
better in comparison to late-2016 when growth severely
underperformed value.

As at Mar. 31, 2017

From a macroeconomic perspective, economic data remained
supportive and in some cases, saw acceleration. In the U.S.,
non-farm payrolls exceeded market expectations for the first two
months of 2017, averaging gains of 231,000 per month, which
was well above consensus, as well as the pace in 2016.
Meanwhile, the ISM Manufacturing Index continued to accelerate
well into expansion territory, hitting a high of 57.7 in February
before settling at 57.2 in March. Similarly, the services sector
remained robust, with the ISM Non-Manufacturing PMI at 57.6,
signalling strong expansion conditions. In response to the strong
macroeconomic data, the U.S. Federal Reserve raised the
federal funds rate for a third time this cycle in March and
telegraphed more rate hikes to come in 2017 while also
mentioning that any future hikes would be “gradual”.

Quartile Rank

In Canada, equity markets continued their move higher as
macroeconomic data remained supportive. Data released during
the quarter showed that the Canadian economy grew faster than
expected in January, up 0.6% on a monthly sequential basis and
2.3% on a year over year basis. In fact, seven out of the past
eight months have reported monthly GDP gains of 0.3% or
better, which is nearly double the 15-year average of 0.17%.
Growth was broad-based, with 15 out of 20 major industries
reporting gains, led by manufacturing, resources and wholesale
trade. The strong GDP print, in addition to other improving
Canadian data, is expected to result in upwardly revised growth
forecasts, though the Bank of Canada remains dovish and is
widely expected to keep rates on hold throughout the year.
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During the quarter, the Fund underperformed its benchmark,
returning 1.2% versus 2.1% for the benchmark. Overall sector
allocation effect was negative, as an underweight to Materials
detracted from relative performance. This was partially offset by
an underweight to Health care and the Fund’s allocation to
private companies, which contributed to performance. Overall
security selection effect was also positive and helped contribute
to performance, as selection in Energy, Industrials and Real
Estate more than offset negative selection effect in Materials and
Consumer Staples.
In terms of individual holdings, the top contributors were CRH
Medical Corp., Grande West Transportation Group and New
Flyer Industries, while the top detractors were Seven
Generations Energy, Whitecap Resources and Tahoe
Resources.
The top contributor during the period was CRH Medical Corp.
which saw its shares rise 51.6%. CRH Medical provides
innovative products and services to gastrointestinal (GI)
physicians. During the quarter, the company’s shares steadily
climbed as it continued to grow through acquisitions, announcing
the acquisition of a gastroenterology anesthesia practice in
Kissimmee, Florida, as well as an agreement with Puget Sound
Gastroenterology in Seattle, Washington to develop a “deep
sedation” program. The deep sedation program development
represents a new growth strategy to target GI practices that do
not currently offer deep sedation services. We continue to believe
that the company is well positioned for growth – with growing
demand for colonoscopies given aging demographics, demand
for anesthesia services has increased and with a fragmented GIanesthesia segment, CRH Medical is well positioned for
continued growth.
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The top detractor during the period was Seven Generations
Energy, which saw its shares decline 22.4%. Seven Generations
is an oil company with a concentrated asset base in northwest
Alberta. The company is expecting major growth in the coming
years from the development of its Montney play. Since reporting
its fourth quarter of 2016 results, Seven Generations stock has
been under pressure, given the production shortfall in the quarter
and softly articulated guidance that volumes will remain flat
through the first quarter and see modest growth in the second
quarter (due in part to a third-party plant outage). However, we
believe that these are shorter-term issues and that the company
should be able to reach its production guidance. As Seven
Generations brings on material production volumes in the third
quarter, we believe investor confidence will be regained in the
company.
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Outlook
The M&A environment in Canada has remained robust, as a
weaker Canadian dollar and reasonable valuations for Canadian
equities has resulted in U.S. companies coming in to buy
Canadian companies. During the quarter there were two
takeovers of holdings in the portfolio – Milestone Apartments
REIT and RDM Corp. Both were acquired by U.S. based
companies.
Looking ahead, we continue to believe Canadian equities are
well positioned, despite a very strong 2016. Global growth is
improving, Canadian economic growth is accelerating, the oil
market continues to shift towards a balancing of supply and
demand, and overall valuation multiples are in line with historical
averages. Our belief is that the market will continue to reward
pro-growth, pro-cyclical stocks, and Canada has one of the
largest sector weightings to these groups of any index in the
world. With that said, the global economic backdrop still has
many risks, which leads us to believe tactical stock picking and
sector rotation is likely to be rewarded this year. Our focus will
remain on identifying those businesses in Canada with high
growth opportunities, solid management teams and reasonable
valuations that provide us with both upside participation and
downside protection in uncertain times.

Effective April 1, 2016, AGF reduced the MF Series management fee from 2.50% to 2.25%. AGF Canada Class merged into AGF Canadian Growth Equity
Class on May 20, 2016. On April 10, 2012, shareholders approved a change in the investment objective providing the Fund with greater flexibility to invest in
stocks of all market capitalizations.
2 On May 1, 2012, the Fund’s benchmark changed from a blended index of 60% BMO Small Cap Blended Total Return Index (Weighted) / 40% S&P/TSX
Composite Index to a blended index of 60% S&P/TSX Composite Index / 40% BMO Small Cap Blended Total Return Index (Weighted). Then on July 1, 2014,
the BMO Small Cap Blended Total Return Index was replaced with the S&P/TSX Small Cap Total Return Index. In both cases, the benchmark changes were
applied from that date forward.
Commentary and data sourced from Bloomberg, Reuters and company reports. The commentaries contained herein are provided as a general source of
information based on information available as of March 31, 2017 and should not be considered as personal investment advice or an offer or solicitation to buy
and/or sell securities. Every effort has been made to ensure accuracy in these commentaries at the time of publication; however, accuracy cannot be guaranteed.
Market conditions may change and the manager accepts no responsibility for individual investment decisions arising from the use of or reliance on the information
contained herein. References to specific securities are presented to illustrate the application of our investment philosophy only and are not to be considered
recommendations by AGF Investments. The specific securities identified and described in this commentary do not represent all of the securities purchased, sold
or recommended for the portfolio, and it should not be assumed that investments in the securities identified were or will be profitable. 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 including changes in share and/or unit value and reinvestment of all dividends and/or 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.
Mutual funds are not guaranteed; their values change frequently and past performance may not be repeated. The information contained herein is designed to
provide you with general information related to investment alternatives and strategies and is not intended to be comprehensive investment advice applicable to
the circumstances of the individual. We strongly recommend that you consult with a financial advisor prior to making any investment decisions.
The All World Tax Advantage Group is a mutual fund corporation that currently offers approximately 20 different classes of securities. In addition to fund
diversification by investment style, geography and market capitalization, a key benefit of investing in any of the classes within the group is the possibility of sharing
incurred expenses (and losses) of the combined structure potentially offsetting income earnings to minimize chance of a dividend declaration. While the articles
of AGF All World Tax Advantage Group Limited provide authority to make distributions out of capital and AGF All World Tax Advantage Group Limited intends both
to calculate capital in the manner contemplated by the corporate statute for corporations that are not mutual fund corporations and only to declare distributions out
of capital if there is sufficient capital attributable to a series, no definitive case law exists to confirm that a mutual fund corporation may make distributions of capital
and how it is to be calculated. Further, no advance income tax ruling has been requested or obtained from Canada Revenue Agency, nor is AGF aware of any
published advance income tax ruling or the possibility of obtaining such a ruling, regarding the characterization of such distributions or the calculation of capital for
such purposes.
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