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INVESTMENT STYLE:
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60% S&P/TSX Composite
Total Return Index / 40%
S&P/TSX Small Cap Index

October 1964

Bottom-up growth

AGF Investments Inc.
Peter Imhof, CIM

Market overview
During the third quarter, equities remained remarkably resilient,
bouncing back and reaching new highs following the surprise
Brexit outcome which occurred near the end of the second
quarter. Though the vote in the U.K. in late June to leave the
European Union unleashed a bout of volatility, it was short lived
as equities rallied in response to steady economic data,
continued accommodative monetary stimulus, and improving
expectations for corporate profits.
In the U.S., economic data remained mixed. Generally, economic
data showed strength during the beginning of the quarter, helping
equities rally, but then showed some slippage towards the end of
the quarter. Non-farm payrolls, while continuing to show steady
increases, shifted into a lower range with the six month average
of payroll gains at approximately 175,000 jobs per month, down
from an average of 250,000 jobs seen during much of the past
two years. Meanwhile, the ISM Manufacturing Index dipped back
into contraction territory in August for the first time in six months,
suggesting that factory activity lost some momentum. With
economic indicators showing some erosion of strength, but with
the labour market close to full employment, expectations for an
interest rate hike before the end of the year from the U.S. Federal
Reserve remained mixed.
In Canada, equities continued to rally over the quarter as
commodity prices continued to modestly strengthen. Economic
data remained somewhat mixed as GDP growth remained slow,
but with signs of reacceleration following the spring wildfires in
northern Alberta which hampered oil production. The Bank of
Canada remained on hold with its key overnight lending rate at
0.50%, but sounded a more dovish tone given the mixed
economic data and the assortment of global economic risks.
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During the quarter, the Fund outperformed its benchmark,
returning 6.4% versus 5.3% for the benchmark. The portfolio
benefitted from positive sector allocation effect and strong
security selection. Strong security selection in the Energy and
Information Technology sectors were the top contributors to
relative performance. An overweight allocation to Information
Technology and underweight allocations to Materials and Real
Estate also contributed to performance, as did the Fund’s
allocation to private companies. Meanwhile, an underweight to
Industrials and selection in Health Care detracted.
In terms of individual holdings, the top contributors were Parex
Resources Inc., Interfor Corp., and Kinaxis Inc., while the top
detractors were Skechers USA Inc., Tahoe Resources Inc. and
Petrowest Corp.
The top contributor during the period was Parex Resources,
which saw its shares rise 33.1%. Parex is an oil and gas
company primarily focused on developing its production profile at
its large land base in Colombia. Parex’s shares have significantly
outperformed the broader Energy sector this year, in part due to
its strong execution. During the quarter, Parex shares continued
to strengthen along with an improving oil price, while the
company reported another solid quarter where it increased its
capital guidance. The company has had a strong track record of
growth, elevating production from 5,000 boe/d in 2011 to 29,000
boe/d today. We believe the company has a strong management
team and is able to grow efficiently while maintaining a healthy
and clean balance sheet.
The top detractor during the period was Skechers USA Inc.,
which saw its shares decline 22.0%. Skechers is a global
designer and marketer of branded footwear which are sold
through their own retail locations, wholesale stores, and its ecommerce website. Skechers shares fell in July after the
company reported a disappointing quarter with sales and EPS
below consensus estimates. In response, we have trimmed our
position in the company to a minimal position.

Outlook
Looking ahead, we continue to believe Canadian mid and small
cap equities are well positioned. We had previously written that
historically, large drawdowns in Canadian small caps (such as
what we experienced last year) have resulted in strong
subsequent rallies. That has played out thus far in 2016, with
Canadian equities being one of the best performing developed
markets in the world, and Canadian small caps an outperforming
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subset of the Canadian equity landscape. We continue to expect
volatility to continue in 2016 with global economic risks and
ongoing geopolitical events potentially impacting the investment
narrative, but ultimately believe that over the long-term our style
and approach to selecting growth focused equities will be
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rewarded. Our focus will remain on identifying those businesses
in Canada with high growth opportunities, solid management
teams and reasonable valuations that provide us with downside
protection during volatile 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 September 30, 2016 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 securityholder 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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