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Market overview
The gold price had a strong start to the quarter on safe-haven
buying following the Brexit vote, but later retreated as the U.S.
dollar strengthened. Central bank activity during the quarter also
failed to push the metal higher.
While the U.S. Federal (Fed) Reserve Board left interest rates
unchanged at its September meeting, Chairwoman Janet Yellen
stated that one increase this year is appropriate barring any
major risks to the economy. This underpinned expectations of a
December rate hike, contributing to U.S. dollar strength and in
turn weighing on the gold price. However, U.S. economic data
announced toward the end of the period was weak - U.S. nonfarm and private payroll data was weaker-than-expected and
U.S. ISM non-manufacturing data was at its weakest level in six
and a half years, which provided some support to the metal.
Central bank activity in Japan and Europe also played into gold
price movements. The Bank of Japan announced a new
monetary policy framework, and the government announced a
fiscal stimulus package of more than 28 trillion yen, which was
positive for gold. However, this was countered by European
Central Bank actions, as they left interest rates unchanged and
asset purchases at EUR 80 billion a month.

exposure to Silver and to other Precious Metals & Minerals, such
as Diamonds, contributed to performance.
A top contributor to performance was Asanko Gold Inc.- a midtier gold producer with operations in West Africa. The company’s
shares were up approximately 11% as it increased production
guidance for the second half of the year. Asanko also provided a
positive exploration news update that highlighted the resource
growth potential of near-mine zones. We continue to hold the
stock as Asanko offers good production growth potential from the
Phase 2 Esaase project that is currently in an advanced
development stage and from successful exploration efforts at
near-mine targets. The company is well-run with a management
that has extensive experience building and operating mines.
Lastly, it trades at an attractive valuation, and we expect it to see
a re-rating as it continues to advance the Phase 2 project and/or
from positive exploration updates.
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A top detractor from performance was Primero Mining
Corporation – a junior gold producer with two operating mines –
San Dimas in Mexico and Black Fox in Canada. The company’s
shares retreated following second-quarter results that were
slightly below expectations. Management also lowered
production guidance and increased cost guidance for 2016 owing
to poor ground conditions, lower grades and an unexpected labor
disruption at its San Dimas mine in Mexico. In our view, the stock
is oversold particularly as the lowered guidance was a result of
weaker-than-expected production in the first half. We believe the
challenges with mine operations at San Dimas are temporary and
expect operations to turn around in the second half. It is worth
noting that the company also released positive exploration results
during the period that point to the resource growth potential at the
two mines.
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Gold equities were down 5.9% during the quarter as represented
by the S&P/TSX Global Gold Index, underperforming the metal.
Despite the modest retreat in the gold price, Exchange-Traded
Fund holdings of gold increased and ended the quarter up 4.1%.
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For the three-month period ended September 2016, the portfolio
outperformed its benchmark the S&P/TSX Global Gold Index,
returning 4.2% compared to -5.9% for the benchmark.
Outperformance was largely driven by sector allocation as

Precious metals have risen strongly over the last nine months of
the year, rebounding from December 2015 lows, on the back of
renewed investment demand and short covering. Further,
concerns that the global economy remains challenged despite
ongoing central bank activity, negative interest rates and geopolitical instability have all provided a positive backdrop for gold.
Some of the risks we see in the short-term include waning
investment demand, as investors continue to watch U.S.
economic data for clues as to when the U.S. Federal Reserve
Board will increase rates. With speculative long positions at
record levels, an unwinding of these positions could put pressure
on the gold price.

FUND COMMENTARY

SECOND QUARTER 2016

Over the longer term, we remain constructive on the gold price
given a number of supportive factors. In an environment of
negative interest rates, the quest for wealth preservation should
drive continued investment demand. Further, as central banks
remain accommodative in a quest to drive growth, we see upside
potential for gold as a currency hedge or as an inflation hedge.
Industry fundamentals are also supportive and we believe
healthy demand for gold bullion from China and India, as well as
a scarcity of gold that is economic to mine, will be reflected in the
market price for the commodity.
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continue to play a more prominent role in the sector over the near
term.
In this environment, we continue to look for companies that have
quality assets, strong management teams and that are trading at
attractive valuations. Our focus continues to be on disciplined
stock selection and diversification to ensure the Fund has
exposure to current and future profitable gold production.

Gold companies are expected to remain focused on containing
their costs, which should help improve cash flows particularly in
the rising gold environment, Also, as producers are finding it
difficult to replace reserves, mergers and acquisitions could
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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 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 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.
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