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Market overview
Global equities, as measured by the MSCI All Country World
Index, rose 3.7% during the period. Within the major developed
markets, U.S. equities outperformed, while Japanese and
European equities underperformed.
U.S. equities rallied following the U.S. election, driven by
expectations that a Republican sweep would bring higher fiscal
spending and support longer-term secular growth. Financials led
the rally, supported by a rise in bond yields, and the U.S. dollar
strengthened. Economic data reported during the period was also
encouraging. Third quarter GDP grew by 3.5% compared to 1.4%
growth in the second quarter, the strongest pace of growth in two
years, while the ISM manufacturing composite for new orders
remained firmly in expansionary territory. At its December
meeting, the U.S. Federal Reserve raised interest rates by 25
basis points, increasing its target range to 0.5% - 0.75% and
continued to emphasize that the future path of interest rate hikes
will be “gradual”.
European equities underperformed global equities, as the euro
weakened. In a closely watched referendum vote, Italy voted
against proposed reforms by Prime Minister Renzi, raising
concerns that this would fuel further populist movements in other
parts of Europe. While the political environment remained a
headwind, economic data appeared encouraging as the Euro
area Markit manufacturing PMI came in at 53.7 in November and
retail sales expanded 1.1% month-over-month in October,
compared to a 0.4% contraction in September. At its December
meeting, the European Central Bank (ECB) scaled back its bond
purchases to €60 billion from €80 billion, but extended its asset
purchases by nine months to the end of 2017.
Japanese equities modestly underperformed amid a depreciation
in the Japanese yen. Economic growth accelerated in the third
quarter to 1.1% annualized, compared to a 0.9% increase in the
second quarter, helped by a bounce in exports. Deflationary
trends abated somewhat as inflation steadily improved to end the
period at 0.5% annualized in November.
Chinese equities were under pressure on concerns of higher
capital outflows as well as anti-immigration and protectionist
policies from the upcoming Trump presidency weighed on
markets. However, economic data reported during the period was
largely better than expected with industrial production up 6.2%
year-over-year and retail sales up 10.8% in November. China’s
producer price index moved into positive territory in September

for the first time in more than four years, and continued to
accelerate through the period.

Fund overview
As at Dec 31, 2016

3 mo.

1 yr.

3 yr.

5 yr.

10 yr.

PSD*

AGF Global Equity
Fund (%) (net of
fees)

3.2%

4.6%

9.9%

14.1%

4.7%

7.4%

MSCI (All Country)
World TR Index (%)

3.7%

5.4%

12.2%

16.3%

5.6%

7.7%

Source: AGF Investment Operations.
*Performance start date (PSD): November 28, 1994.

For the three-month period ended December 31 2016, the Fund
underperformed its benchmark, the MSCI All Country World
Index, returning 3.3% compared to 3.7% for the benchmark.
From a country perspective, an overweight to South Korea and
an underweight to the U.S. detracted. This was partly offset by no
exposure to India and an underweight to China, two markets that
lagged during the quarter, which helped Fund performance.
The Fund remained underweight the U.S. during the period.
While our proprietary country allocation framework scores the
U.S. well on momentum factors (price and earnings momentum)
and on risk characteristics, given a lower beta and above
average return on assets, equities are richly valued relative to
other regions. Further, there is a risk that implementation of any
trade protectionist policies under a Trump presidency will drive
wage inflation, and in turn put pressure on corporate margins,
which are currently at all-time highs.
We reduced our overweight position to Japan during the period,
as the country allocation framework indicates that Japan has
poor price momentum. However, valuations in Japan are
relatively attractive and there is potential for improved profitability
to support performance, hence overall we still remain overweight.
Crucially, the government continues to focus on structural,
corporate and economic reforms in labour, power and education
that should ultimately drive economic growth and support
corporate performance.
A top contributor to performance was J.P. Morgan Chase & Co.,
a global financial services firm based in the U.S. The company’s
shares rose amid a rally in U.S. financials following the U.S.
election on expectations that a Republican sweep would result in
lower regulatory risk, higher interest rates and lower taxes. We
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continue to hold the stock given the company’s strong
competitive position and diversified revenue stream. J.P. Morgan
is well positioned to benefit from a pick-up in U.S. growth given a
leading position across the consumer, commercial and
institutional business segments. Management is also guiding to
significant cost reductions in the investment banking and
consumer divisions over the next year, which combined with an
increasing market share position and higher rates, should bolster
the company’s cash flow return on equity (CFROE) profile.
Further, the company has a strong capital ratio and has de-risked
its lines of business over the last few years by improving the
quality of its lending deals and reducing the risk of its investment
banking operations, which should result in lower volatility.
A detractor from performance was Philip Morris International Inc.,
a U.S. based company that manufactures and markets
cigarettes, fine cut tobacco and smokeless tobacco for sale in
180 countries outside America, including the European Union,
Eastern Europe, the Middle East, Africa, Asia, Latin America and
Canada. The company’s share price came under pressure
following the U.S. election as investors rotated out of Consumer
Staples, and defensive sectors in general, into more cyclical
sectors on expectations that a Trump presidency would fuel
further growth.
We continue to hold the stock as Philip Morris has a strong
economic value added (EVA) profile generating a cash flow
return on investment in excess of 30% every year since 2005.
This is supported by strong operating margins, substantial freecash flow generation and slowly increasing asset turns. Further,
Philip Morris is at least 1-2 years ahead of competitors in terms
of R&D in next generation (reduced risk cigarette) products,
which gives it a first mover advantage in an industry where
consumers are brand loyal. Moreover, the company’s pricing
power, particularly with the Marlboro brand, combined with the
oligopolistic nature of the tobacco industry (the top 4 tobacco
companies generate almost 80% of industry sales globally (exChina) should support earnings growth.

Outlook
We remain constructive on global equities in 2017, given a
supportive backdrop of increasing fiscal stimulus and generally
accommodative central bank policies. In the U.S., Trump has
proposed a significant infrastructure spending program as well as
tax cuts for individuals and corporations, which if implemented,
should have a positive impact on growth. Similarly, Japan’s
government has announced a significant fiscal plan in an effort to
boost growth, while fiscal thrust is generally increasing in Europe.
That said, a stronger dollar, elevated debt levels, political
uncertainty particularly in Europe and potential for protectionist
trade policies, particularly under a Trump presidency, could
present headwinds for equities, and we expect returns to be
modest.
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Broadly speaking, valuations are supportive with relatively
attractive opportunities in Continental Europe and Emerging
Markets. In Europe, we expect that a continued acceleration in
domestic demand will buoy revenue growth and profitability of
European companies. Our proprietary country allocation
framework is also pointing to selective opportunities in emerging
markets (EM). We expect profitability of EM companies to
improve, helped by a pick-up in EM GDP growth. Productivity
growth is also outpacing real wage growth for the first time since
2010, which bodes well for profitability. We believe strong
profitability, combined with relatively attractive valuations should
drive outperformance. Importantly, EM politics has been moving
toward de-regulation and structural reforms that should drive
higher growth rates and in turn support earnings growth.
Some of the risks that we continue to monitor include the
potential for central bank policy error, which could contribute to
volatility. We are also watching political developments in Europe,
including upcoming elections in Germany, France and the
Netherlands. There also remains a great deal of uncertainty with
the election of Donald Trump and the economic policies that he
will implement. Currencies could also remain volatile, particularly
if U.S. dollar strength persists.
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 economic value added and that are
trading at attractive valuations.
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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, 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 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 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: January 19, 2017.

