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Market overview
The Gold ended the quarter up 7% in U.S. dollar terms driven by
safe haven demand due to concerns over subdued economic
growth. The significant event of the quarter was U.K.’s historic
referendum vote to leave the European Union on June 24 with
the subsequent resignation of U.K. Prime Minister David
Cameron. Gold rose sharply in the Brexit aftermath amid volatility
in equity markets. Despite U.S. dollar strength in the days
following Brexit, which is typically a negative for gold, lowered
economic growth forecasts and consequently lowered
expectations of a U.S. Fed rate hike contributed to gold price
strength.
At its June 15th meeting, the U.S. Federal reserve left interest
rates unchanged and sounded more dovish acknowledging that it
would need to see clear signs of economic strength before lifting
rates, which was again supportive of gold. Economic data in the
U.S. was lackluster 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.
In China, Manufacturing activity remained in contractionary
territory with a Caixin Manufacturing Purchasing Managers’ Index
(PMI) reading of 48.0 in February. However, non-manufacturing
activity continued to expand, although the pace of expansion
slowed.
Europe and Japan central banks maintained their
accommodative stance as they continued to battle deflation.
Within the Eurozone, inflation was relatively muted at +0.1% in
June and -0.1% in May. Similarly, in Japan, core consumer
prices fell 0.4% in May from a year earlier, which led to increased
expectations for additional stimulus.
Against the backdrop of lowered global growth forecasts, political
uncertainty following Brexit and negative real interest rates, gold
fared relatively well. Gold equities as represented by the
benchmark, the S&P/TSX Global Gold Total Return Index,
significantly outperformed the gold price, up 39% in Canadiandollar terms.
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The Fund outperformed its benchmark as a result of the
overweight to small capitalization (cap) companies, which
outperformed medium and large cap stocks during the period.
The Fund’s overweight to silver companies also contributed
driven by a strong rally in the silver price during the quarter.
A top individual contributor to the Fund’s performance was
Endeavour Mining Corporation, an intermediate gold producer
with operations in Cote d’Ivoire, Mali, Ghana and Burkina Faso.
The company’s shares were up 98% during the quarter, as the
company showed strong turnaround in operations and paid down
its debt, removing a previous overhang on the stock. We
continue to hold the stock as it trades at an attractive valuation
and has a strong growth profile given production ramp up at the
Karma project in Burkina Faso and construction underway at the
Hounde Project also in Burkina Faso. Operating costs are also
expected to trend lower, which coupled with an improved balance
sheet positions the company for strong performance.
Another contributor to performance was Hochschild Mining, a
U.K. based silver and gold producer with assets in North, Central
and South America. The company’s shares were up 83% during
the quarter on the back of a rally in the silver price. A successful
ramp-up at the Inmaculada mine in Peru also resulted in an
improved balance sheet position, which was well received. We
continue to hold the stock given a strong free cash flow profile
and good leverage to rising silver prices. Capacity increases and
mine life extensions at the Inmaculada mine could also drive
further upside. Despite the recent strong performance, the
company’s shares continue to trade at a discount to peers and
we see good upside from current levels particularly given an
improving cost profile at Inmaculada.
Stornoway Diamond Corp, a development-stage diamond
company with assets in Canada, detracted from performance.
The company’s shares were down 9.5% as the stock price
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consolidated ahead of production start-up at its Renard Diamond
Project in north-central Quebec. However, during the quarter, the
company made meaningful progress on its Renard project,
achieving 96% completion on the project construction, ahead of
plan and under budget. Commercial production is slated to
commence end-December 2016. We continue to hold the stock
as we expect to see a re-rating of the stock as the company
moves closer to production start-up.

Outlook
The recent vote to leave the EU has increased uncertainty in the
UK and European economies with broader implications for global
growth. With heightened concerns over an economic slowdown,
Central banks globally are expected to remain accommodative,
an environment which is typically positive for gold. Further,
negative interest rates in a number of countries bode well for
gold’s continued strength as historically gold has fared well in
periods of low to negative interest rates. Delays to the pace of
Fed hikes for 2016 would also be supportive of the gold price.
There is also the question of the U.S. election in November and
any volatility in markets ahead of the election could drive a ‘flight
to safety” and push gold higher.
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Over the longer term, we believe continued 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. We also believe that the gold price has not priced
in any expectations for rising inflation over the next 12-18
months, which in our view is a possibility.
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
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.

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 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.
First publication date: July 20, 2016.

