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Market overview
Global equities ended the period at a modest gain of 0.6%. The
significant event of the quarter was the U.K.’s historic referendum
vote to leave the European Union (EU) on June 24, with the
subsequent resignation of U.K. Prime Minister David Cameron.
Global equities fell in the Brexit aftermath but recovered strongly
over the final three days of June, paring the monthly losses. At its
June 15 meeting, the U.S. Federal Reserve Board left its interest
rate unchanged and sounded more dovish, acknowledging that it
would need to see clear signs of economic strength before lifting
rates.
In the United States, economic data was mixed as the pace of
job additions appeared to moderate and economic growth
decelerated to 0.8% from the previous quarter’s 1.4% growth
rate. However, economic leading indicators pointed to a reacceleration in economic activity as the ISM Manufacturing Index
touched its highest level since February 2015.
Not surprisingly, European equities underperformed as concerns
of the Brexit vote weighed on returns. The Financials sector bore
the brunt of the losses and the pound depreciated. Inflation
edged higher to +0.1% from a year earlier, compared to a -0.1%
decline in May 2016. However, core CPI (which excludes energy
and food) rose to +0.9% in June from +0.8% in the previous
month. First quarter GDP growth of 1.7% annualized was also
stronger than expected, buoyed by solid growth from France and
Germany.
Japanese equities modestly underperformed amid a stronger
yen. Encouragingly, Prime Minister Shinzo Abe delayed plans to
implement the consumption tax rate hike by two and a half years,
until October 2019, as part of a continued effort to fight deflation.
Data released during the quarter showed that the economy
expanded at an annualized pace of 1.7% in the first quarter of
2016, ahead of expectations of a 0.3% increase, as contributions
from consumption, government expenditures and trade more
than offset the drag from weak investment spending. However,
core consumer prices fell 0.4% in May from a year earlier, which
led to increased expectations for additional stimulus.
Chinese equities underperformed as concerns about a softening
economy weighed on equities. Data released during the quarter
indicated that exports and imports fell more than expected, while
industrial production growth was below expectations. However,
the non-manufacturing PMI remained in expansionary territory,
improving to 53.7 in June from 53.1 in May. MSCI announced
that it had decided not to include China A-shares in its emerging

market index, citing concerns about quota allocation, capital
mobility, trading suspension and non-competitive clauses.
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For the three-month period ended June 2016, the portfolio
outperformed its benchmark, the MSCI All Country World Index,
returning 3.2% compared to 0.6% for the benchmark. This was
largely driven by security selection. In terms of countries, an
underweight to France and the United Kingdom contributed to
returns, although this was offset by an overweight to Germany
and to the Netherlands which detracted.
The portfolio remained overweight to Japan as the country
allocation framework continued to show that Japan was
attractively priced with strong growth and momentum
characteristics. While Japanese equities have been under
pressure, we expect sustained earnings growth, as well as
attractive valuations to drive performance. Additionally, Bank of
Japan governor has indicated that the central bank has ample
room to expand stimulus further, signalling potential for additional
easing, which would provide support to equities.
Based on the country allocation framework, the portfolio also had
an underweight to the U.K. given poor earnings growth and
disappointing momentum. The U.K. also has a current account
deficit, which could put further pressure on the British pound.
We are also underweight to the United States as the country
allocation framework indicates that from a valuation perspective
the United States is relatively expensive. Also, profit margins are
at elevated levels and are not expected to move higher,
particularly with wages expected to accelerate.
A contributor to performance was Chubb Limited, a U.S.-based
global leader in commercial and specialty property and casualty
insurance with operations in more than 50 countries. The
company reported strong results during the period that were well
received by the market. Earnings per share was ahead of
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estimates, driven by better-than-expected profitability.
Management also guided higher by about US$25 million per
quarter on investment income and added US$100 million to
anticipated expense synergies on its merger with ACE Limited.
We continue to hold the stock given the company’s leading
market position across most key categories and markets in which
it operates. Importantly, the recent merger between ACE and
Chubb solidifies the company’s market position and makes
Chubb one of the largest global players that also has market
penetration in emerging markets (which are exhibiting faster
growth and have low insurance penetration rates). Chubb also
has a broad product offering that it can deliver through a variety
of distribution channels to all major markets in emerging markets.
We believe that with strong underwriting and distribution
capabilities as well as exposure to a number of businesses such
as crop insurance and accident & health insurance that are not
related to the typical P&C insurance pricing cycle, the company
can deliver strong sales growth and in turn bolster its Economic
Value Added (EVA) profile. Within the context of the portfolio,
Chubb diversifies our other Financials sector holdings, which are
in banks, insurance and real estate investment trusts.
A detractor from performance was Persimmon plc, a U.K.-based
house-building company and one of the top three U.K.
housebuilders by volume. The company’s shares retreated as the
Brexit vote sparked fears of a cyclical downturn in the U.K.
housing market. We continue to hold the stock as we believe the
company is well placed to withstand any short-term headwinds
given a strong balance sheet with no debt and a strong land
bank. Importantly, the company derives all of its revenues
outside London, where the greater risk of a property market
correction lies. Further, we expect the current ‘Help to Buy’
government program will support underlying demand trends for
housing as it remains undersupplied. Persimmon has a strong
EVA profile and a management team that has a strong track
record of delivering on its long-term capital strategy. At current
levels, it is attractively valued with an attractive risk/reward
profile. Additionally, the company has an attractive dividend yield,
which should provide downside support to the stock price in a
‘lower for longer’ interest rate environment.
Persimmon diversifies our U.K. holdings in Energy, Financials
and Consumer Staples. The portfolio’s largest holding in the U.K.
is British American Tobacco Plc (BAT), which is a defensive
holding that has fared relatively well in the Brexit aftermath. As
BAT derives over 80% of its revenues from outside the U.K., it
also benefits from a weaker sterling. In terms of our exposure to
U.K. financials, which have been under significant pressure, we
hold Lloyds Banking Group, the best capitalized bank in the
country, at a weight of less than 1%.

Outlook
Global equity markets have seen a spike in volatility in recent
weeks following the U.K.’s historic referendum to leave the EU. In
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our view Brexit is a ‘political event’ and will not lead to a
systematic shock to the world financial system triggered by
‘financial events’ such as the Lehman crisis or potential Greek
exit. The Lehman crisis caused a freezing of the commercial
paper market and a dislocation of entire credit markets. Similarly,
a Grexit would have led to a default on Greece’s sovereign
bonds, which were held by many European financial institutions,
leading to significant losses.
We therefore remain constructive on global equities, particularly
relative to bonds, given a supportive fundamental backdrop,
although we expect future returns to be modest. At current levels,
valuations are not particularly demanding; the MSCI All Country
World Index is trading at close to its long-run median with
relatively attractive valuations in regions such as Japan and
Emerging Markets. Additionally, we believe that concerns over
the Brexit vote and its impact on global growth and profits will
support the lower-for-longer interest rate theme for central banks
and in turn support equities. Central banks globally are also likely
to remain accommodative and/or initiate additional easing
measures in an effort to drive growth, which also should be
supportive of equities.
Some of the risks we see include heightened concerns over the
viability of the eurozone going forward. That said, it is worth
noting that the hurdles to referendums in Germany, France, the
Netherlands or Italy (which account for 70% of GDP within the
eurozone) are quite high and would require a change in
constitution (Germany) or the support of the President (France).
Another risk we continue to watch is that of heightened currency
volatility. With interest rates at all-time lows, currency intervention
has been increasingly used as a tool to bolster growth, as we
saw in China with the devaluation of the renminbi. Continued
currency devaluations could contribute to capital market volatility.
In this environment, we believe it is important to have a portfolio
that is well diversified and well constructed. Country allocation
will also remain key. Given our focus on high-quality companies
through the lens of EVA, we believe we are positioned to
withstand volatility. A key tenet of our philosophy centres on
EVA, with sales growth, margins and asset turns the main drivers
of the process. We remain focused on investing in companies
that can create positive EVA and that are trading at attractive
valuations. As equities have been volatile in recent months, we
remain constructive on global equities as we see a number of
tailwinds that should be supportive of equities. With inflation at
relatively muted levels, we expect rates to remain lower for
longer. We also expect central banks globally (excluding the
U.S.) to remain accommodative, which should be supportive of
equities. Notably, the European Central Bank recently expanded
its quantitative easing program, while the Bank of Japan’s
governor has indicated that the central bank has ample room to
expand stimulus further. China has also unveiled fresh stimulus
in a continued effort to boost growth.
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1 Effective April 1, 2016, AGF reduced the MF Series management fee from 2.50% to 2.00%. AGF International Stock Class and AGF Global Value Class merged

into AGF Global Equity Class on May 20, 2016.

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 June 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 intend 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: July 20, 2016.

