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Market overview
Global equities ended the period at a modest gain. A significant
event in the quarter was the U.K.’s historic referendum vote to
leave the European Union on June 24th with the subsequent
resignation of U.K. Prime Minister David Cameron. Global
equities fell in the aftermath but recovered over the final three
days of June, paring the monthly losses. Canadian equiti es
gained over the quarter as commodity prices moved considerably
higher. Soaring gold prices resulted in the Materials sector rising
26.9% during the quarter, while higher oil prices resulted in a
9.5% rise for the Energy sector.
The Brexit vote shocked m arkets, adding further support to the
already accommodative monetary policy stance held by central
banks around the world. Global bond yields trended lower during
the quarter, reaching record lows in a number of countries. At its
June 15th meeting, the U.S. Federal reserve left its interest rate
unchanged and sounded more dovish acknowledging that it
would need to see clear signs of economic strength before lifting
rates. Corporate bonds outperformed during the quarter,
benefiting from a decline in government bond yields, spread
tightening and higher coupon income. This was particularly true
in the case of high yield bonds, which significantly outperformed.
Economic data showed that the Canadian economy grew at a
2.4% annualized pace during prior quarter. Exports and housing
were strong, consumer prices rose 1.5% year-over-year, in May
and the core rate of inflation, which excludes energy and other
volatile prices, rose 2.1%. However, massive wildfires in and
around Fort McMurray and weaker trade and labour force data
towards the end of the quarter, prompted forecasters to
downgrade their nationwide growth estimates for the year.
Despite the improving atmosphere for commodities, the Bank of
Canada held its key overnight lending rate at 0.50%, given high
household debt, somewhat weak export figures and the potential
adverse economic impact of the Alberta wildfires
U.S. economic data remained mixed during the quarter.
Economic growth decelerated to 0.8% from the previous
quarter’s 1.4% growth rate and employment data appeared to
slow, however, leading indicators seemed to indicate a
reacceleration in economic activity. The manufacturing sector
continued to rebound with the ISM Manufacturing Index touching
its highest level since February 2015.
European equities underperformed as concerns on the Brexit
vote weighed on returns. The financial sector bore the brunt of
the losses as Brexit signaled that rates would remain lower for

longer. Inflation edged higher, while data showed first quarter
GDP growth of 1.7% annualized was stronger than expected
buoyed by solid growth from France and Germany.

Fund overview
As at June 30, 2016

3 mo.

1 yr.

3 yr.

5 yr.

10 yr.

PSD*

AGF Canadian Asset
Allocation Fund (%)
(net of fees)

2.0

-0.1

5.9

4.7

3.8

4.7

Benchmark (%)

4.1

2.3

7.4

4.9

5.5

6.9

Source: AGF Investment Operations.
* Performance start date (PSD): Dec. 17, 2001.

The Fund underperformed the benchmark for the quarter,
primarily as a result of underperformance in some of the
underlying funds . Asset allocation effect was positive, as the
Fund’s modest overweight to equities contributed to performance
as Canadian equities generally outperformed Canadian fixed
income during the quarter. The Fund ended the quarter with a
64.1% allocation in equities, 34.3% in fixed income and 1.6% in
cash.
Within the equity sleeves of the portfolio, the Fund’s global equity
and U.S. equity allocations detracted from relative performance –
though they outperformed in their respective asset classes, they
underperformed the S&P/TSX Composite Index during the
period. The Fund’s Canadian equity allocation also
underperformed the S&P/TSX Composite Index, as allocations to
Consumer Discretionary, Health Care, and Utilities contributed to
relative performance, while Materials and Financials detracted.

Outlook
The AGF Asset Allocation Committee (Committee) remains
constructive on the global economy and holds a preference for
equities over bonds. Global economic growth continues albeit
with areas of weakness .
The Committee believes that equity markets remain attractive
relative to fixed-income markets. Global growth continues to be
stimulated by low energy prices and supportive monetary policies
as central banks are maintaining low interest-rate policies and
exercising liquidity programs. Many companies are buying back
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stock, which supports earnings-per-share growth, and increasing
their dividends.
At the same time, valuations and earnings ratios in many markets
are near or above their long-term averages. As a result, markets
will require an earnings expansion to support further market
appreciation, making earnings a key consideration.
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Meanwhile in fixed income, the Committee expects that returns in
most markets will be relatively flat over the coming quarters and
bonds lack potential relative to equities. Overall easing and
dovish talk from central banks suggest that rates will remain low
and any rate hikes will be mild and slow. Further, yields are
negative on many government bonds as growth expectations and
inflation is low.

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 our 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 comprehensiv e 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 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 “MSC I 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 foregoin g, 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 XX, 2016.

