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Market overview 

International equities rebounded in the fourth quarter, with the 

MSCI EAFE Index recovering much of the poor performance 

from the third quarter.  

The European Central Bank (ECB) extended its €60 billion per 

month asset purchase program by six months, until March 2017, 

and also cut its key deposit rate by 10 basis points to -0.3% as 

the eurozone continued to face deflationary pressures in a tepid 

growth environment.  

Japanese equities rose 12.6% in Canadian dollar terms. 

Manufacturing activity continued to expand with Japan’s 

Purchasing Managers’ Index reaching a 19-month high of 52.6 in 

November and holding steady in December. Third-quarter GDP 

growth was revised higher to an annualized 1.0% from the 

preliminary estimate of a 0.8% decline, showing the economy 

was in a better condition than initially thought.  

Chinese equities posted solid gains despite a continued 

slowdown in the economy as central bank activity aided markets. 

Manufacturing activity remained in contractionary territory and 

industrial profits fell for the sixth consecutive month in November. 

In a continued effort to boost growth, the People’s Bank of China 

(PBoC) announced a 25-basis-point cut in the benchmark one-

year lending and deposit rates, to 4.35% and 1.50%, 

respectively, the sixth consecutive rate cut in less than a year. 

On the last day of November, the International Monetary Fund 

added the renminbi to the Special Drawing Rights (SDR) basket 

at an 11% weight, higher than the Japanese yen and the British 

pound. Subsequent to SDR inclusion, the PBoC indicated that it 

will now track its currency against a broader range of currencies. 

 

Fund overview 

As at Dec. 31, 2015 3 mo. 1 yr. 3 yr. 5 yr. 10 yr. PSD† 

AGF International 
Stock Class (%) (net 
of fees) 

4.2 5.1 9.0 3.9 0.0 3.7 

Benchmark* (%) 7.9 14.5 16.5 10.4 4.9 4.4 

Source: AGF Investment Operations.  

† Performance start date (PSD): June 16, 1997. 

* MSCI EAFE + Emerging Markets (Total Return) Index. 

 

AGF International Stock Class underperformed the MSCI EAFE + 

Emerging Markets (Total Return) Index during the quarter, as 

security selection and sector allocation detracted from relative 

performance.  

Overall, stock selection detracted from the portfolio’s 

performance over the quarter, specifically in the Financials, 

Materials, Health Care and Consumer Staples sectors. This was 

partially offset by strong selection in the Consumer Discretionary 

and Energy sectors.  

Sector allocation also detracted from the portfolio’s performance 

slightly during the quarter. An overweight position in the Materials 

sector, as well as underweight positions in the Consumer 

Discretionary and Information Technology sectors, detracted 

from performance. This was partially offset by an overweight 

position in the Industrials sector and an underweight position in 

the Utilities sector, which contributed to performance. 

From a geographic perspective, the portfolio’s allocations to 

Switzerland, Indonesia and Norway contributed to performance 

over the period, while its allocations to Spain, the U.K. and Italy 

detracted from performance. 

Top individual contributors to performance included Metro AG, 

Ladbrokes PLC and PT Bank Tabungan Negara (Persero) Tbk. 

Top detractors included Tesco PLC, Sanofi and Indra Sistemas, 

SA. 

Metro AG was the top contributor during the quarter. Metro is a 

German company that operates a variety of retail stores including 

cash and carry stores, supermarkets, consumer electronics 

stores and department stores. Its shares rebounded during the 

quarter after declining in previous quarters because of the 

company’s exposure to Russia. When Metro announced its 

quarterly results, it issued guidance for slight growth in earnings. 

We continue to like the company given its German restructuring 

opportunity and cheap valuation.  

Tesco PLC was the top detractor during the quarter, as the U.K. 

food retail market weakened during the quarter and Tesco’s 

shares declined steadily. However, we continue to hold the 

company as the share price underperformance has left Tesco’s 

valuation at attractive levels relative to its peers. 

 

Outlook 

We expect the economic recovery in Europe to continue over the 

coming period, with inflation rising from its 2015 levels and 

unemployment falling. Valuations in Europe moved up over the 

past quarter. European equities are trading slightly ahead of their 
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long-term average on a price-to-earnings (P/E) basis, after having 

been re-rated during the year. This suggests some of the expected 

earnings recovery has already been priced into the market. 

Global equities continue to appear attractively valued. P/E 

multiples in Europe are now almost in line with global markets, 

although European equities continue to trade at a discount on a 

price-to-book-value basis. However, we believe that Europe has a 

better earnings outlook, and have been finding opportunities within 

the Health Care sector. 

Given that value underperformed growth in 2015, we believe that 

value stocks may be poised to outperform in 2016. 

 

 

ǂ This person acts solely as a portfolio advisor to the Fund. A portfolio advisor provides the Fund with investment research and recommendations. They do not 
make investment decisions on behalf of the Fund. 

 
AGF International Stock Class is proposed to be merged into AGF Global Equity Class on or about May 2016, subject to all required approvals. 
On December 1, 2013, the Fund’s benchmark changed from the MSCI EAFE Index to the MSCI EAFE + Emerging Markets (EM) Index. The benchmark change 
was applied from this 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 December 31, 2015 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 over 20 different classes of securities. Investing in any of the classes within 
the group offers the following potential benefits and features: deferral of capital gains tax on transfers between classes, potential capital tax savings for corporate 
investors and fund diversification by investment style, geography and market capitalization. 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.  
 
The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any form and may not be used as a basis for or a 
component of any financial instruments or products or indices. None of the MSCI information is intended to constitute investment advice or a recommendation to 
make (or refrain from making) any kind of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an indication 
or guarantee of any future performance analysis, forecast or prediction. The MSCI information is provided on an “as is” basis and the user of this information 
assumes the entire risk of any use made of this information. MSCI, each of its affiliates and each other person involved in or related to compiling, computing or 
creating any MSCI information (collectively, the “MSCI Parties”) expressly disclaims all warranties (including, without limitation, any warranties of originality, 
accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose) with respect to this information. Without limiting any of 
the foregoing, in no event shall any MSCI Party have any liability for any direct, indirect, special, incidental, punitive, consequential (including, without limitation, 
lost profits) or any other damages. (www.msci.com) 
 
First publication date: January 28, 2016.  


