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Market 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 than in late 2016 when growth severely underperformed
value.
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 231K gains 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, while
telegraphing more rate hikes to come in 2017 and also
mentioning that any future hikes would be “gradual”.
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.
After a sustained rise in bond yields during the second half of
2016 due to reflation trends, rising economic activity and
optimism following the U.S. election, yields in the first calendar
quarter of 2017 remained in a tight range. Bond yields generally
fell more in Canada than in the United States, resulting in
Canadian bond outperformance during the quarter. Canadian
bond yields with maturities of six years and longer declined, while
most yields in the short-term portion of the curve (maturities up to
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five years) saw little to no change. However, three-month yields
rose about 10 basis points as market participants priced out an
interest rate cut by the Bank of Canada as economic growth
improved and the Fed’s rate hike in March. The long-term portion
of the curve outperformed during the quarter, supported by a
modest decline in bond yields. Investment grade corporate bonds
outperformed government bonds due to tightening spreads, while
high yield bonds continued to perform strongly due to spread
tightening and higher coupon income. Convertible securities
significantly outperformed on the back of a strong rise in equities.
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For the quarter ended March 31, 2016, the portfolio marginally
underperformed the benchmark 60% S&P/TSX Composite Index
/ 40% FTSE TMX Canada Universe Bond Index.
During the period, the Fund maintained out-of-benchmark
exposure to global equities through allocation to AGF Global
Equity Fund and AGF American Growth Class, which contributed
to performance, as global equities generally outperformed
Canadian equities during the period.
An underweight exposure to fixed income, as compared to the
benchmark, also contributed to performance, as fixed income
remained in a tight range following a material rise in yields during
the prior period which was caused by reflation trends, rising
economic activity and optimism following the U.S. election.
The performance of the underlying funds generally contributed,
as AGF Dividend Income Fund, AGF American Growth Class
and AGF Fixed Income Plus all outperformed their respective
benchmarks. AGF Global Equity Fund underperformed its
respective benchmark, though earned positive absolute returns.
A small allocation to cash caused the Fund’s marginal
underperformance in comparison to the benchmark, as both
equity and fixed income markets were generally positive during
the period.
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Outlook
Within equities, we expect to maintain the Fund’s out-ofbenchmark allocation beyond domestic markets, with exposure to
to the U.S. and other global markets.
Looking ahead, we continue to believe Canadian equities are
well positioned as 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.
In the U.S., we remain bullish overall, yet with caution as we
monitor a building of near-term risks, which may result in shortterm volatility. Given the sizable rally that we have already
experienced, a correction will inevitably emerge at some point,
and may be triggered by factors such as additional rate hikes,
delayed implementation of legislative initiatives, policy mishaps
including trade protectionism, volatility caused by European
election results or simply the end of the most seasonally
favourable time for equities.

We are constructive on other developed global markets as well,
given a supportive economic backdrop and broadly
accommodative central bank policies. The acceleration in
economic growth has contributed to upward revisions in earnings
estimates, which is positive for equities. Central banks remain
accommodative, providing further support for growth.
Our outlook for fixed income is currently mildly positive as
economic growth momentum continues, partially offset by the
somewhat elevated valuations of riskier asset classes.
Consequently, we prefer investment-grade corporate bonds over
government bonds, which may struggle with rising yields. We are
neutral on high yield bonds: while defaults should not be
significant in the absence of a recession and corporate
fundamentals have started to improve, we are in the late stage of
the cycle in our view, and valuations are closer to the high end of
their historical range. We believe that equities, and hence
convertible bonds, should benefit from monetary and fiscal
stimulus this year as economic activity improves.

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 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.
**All rights in the FTSE TMX Canada Universe Bond Index (the “Index”) vest in FTSE International Limited (“FTSE”). “FTSE®” is a trade mark of the London Stock
Exchange Group companies and is used by FTSE under licence. The AGF Monthly High Income Fund has been developed solely by AGF Investments Inc. The
Index is calculated by FTSE or its agent. FTSE and its licensors are not connected to and do not sponsor, advise, recommend, endorse or promote the AGF
Monthly High Income Fund and do not accept any liability whatsoever to any person arising out of (a) the use of, reliance on or any error in the Index or (b)
investment in or operation of the AGF Monthly High Income Fund. FTSE makes no claim, prediction, warranty or representation either as to the results to be
obtained from the AGF Monthly High Income Fund or the suitability of the Index for the purpose to which it is being put by AGF Investments Inc.
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