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Market overview
The gold price retreated during the period and ended the quarter
down 12% in USD-terms (10% in CAD-terms). The metal’s price
came under significant pressure following the U.S. election,
driven by expectations that a Republican sweep would bring
higher fiscal spending and support longer-term secular growth.
U.S. treasury yields moved higher, underpinned by higher
inflationary expectations, and the U.S. dollar strengthened, which
in turn weighed on the bullion price.
U.S. economic data reported during the period was positive,
which also contributed to dollar strength and weighed on gold.
Third-quarter GDP growth measured 3.5%, compared to 1.4% in
the prior 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, bringing
its target range to 0.5 -0.75% and signaled at least three rate
hikes in 2017. Gold prices remained under pressure ahead of the
U.S. interest rate decision, but later rebounded from oversold
levels.
In Europe, the closely watched Italian referendum resulted in
citizens voting against proposed reforms by Prime Minister
Renzi, raising concerns that this would fuel further populist
movements in other parts of Europe. However, the resulting geopolitical uncertainty failed to push the metal higher. The
European Central Bank maintained its accommodative stance,
extending its asset purchases by nine months to the end of 2017,
although it curtailed its purchases from €80 billion to €60 billion
per month starting in April 2017. This pressured the gold price as
the U.S. dollar strengthened on a weaker euro.
Gold equities were down 18.0% during the quarter, as
represented by S&P/TSX Global Gold Index, modestly
underperforming the physical metal. Exchange-Traded Fund
holdings of gold decreased by 10% to end the period at 57.1
million ounces
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For the three-month period ended December 2016, the portfolio
underperformed its benchmark, the S&P/TSX Global Gold Index,
returning -19.6% compared to -18.0% for the benchmark. The
Fund’s exposure to diversifiers such as copper, diamonds and
gold bullion at a time when gold equities were under pressure
contributed to performance. However, this was offset by security
selection, which detracted.
Amongst the top detractors from performance was Detour Gold
Corporation, an intermediate gold producer, operating the Detour
Lake mine in Canada. The company’s shares retreated after the
company lowered production guidance for 2017 by 4-12% on the
back of slower development progress around one of its mining
zones. The company also indicated that its West Detour Gold
project could be delayed given ongoing discussions with
aboriginal groups. However, third-quarter earnings per share
reported during the period was in-line with expectations, with
better-than-expected production. We continue to hold the stock,
as we believe that this is a temporary setback and expect pit
development to resume course in the near-term. Detour Gold is
led by a proven management team with extensive mine
operations experience. Importantly, the company operates a
long-life asset in a safe jurisdiction that can deliver approximately
600,000 ounces of production annually, over a 20-year timeframe.
A contributor to performance was Continental Gold Inc., a
Canadian-based exploration company focused on advancing its
flagship Buritica gold project in Colombia. Continental’s shares
rallied after it announced receipt of the long-awaited
environmental permit for its flagship project in Colombia. This
was an important development, as it provides license to the
company to operate a mining and milling operation, removing a
previous overhang on the stock. We continue to hold the stock,
as we believe the company is well placed to obtain the requisite
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project financing and move forward to construction in the nearterm. The Buritica project is a quality asset with high grades and
significant resource growth potential.

Outlook
While precious metals equities have come under pressure in
recent months, we remain constructive given a number of
supportive factors at play. Inflationary expectations have
increased significantly in recent months, particularly following the
election of Donald Trump as the next U.S. president. We
continue to believe that the Fed and Central Bankers from the
major developed markets will welcome an environment in which
inflation is running ahead of nominal rates in order to avoid
stifling economic momentum. We believe this scenario has not
been factored into gold prices and presents an opportunity.
Geo-political uncertainty also remains, given upcoming elections
in a number of European countries including Germany, France
and the Netherlands, which could drive volatility and increase
safe haven demand for gold. Geo-political tensions are also
rising in Asia and the Middle East. This, along with uncertainty on
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the impact of U.S. fiscal and trade policies, could lead to equity
and currency volatility.
Some of the risks we expect in the short-term include continued
weakness in physical demand and/or any gold import bans from
India and China. A further waning of investment demand, could
also pressure the metal.
Gold companies are expected to remain focused on containing
their costs, which should help sustain cash flows particularly in
the current 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 those trading at attractive valuations. Our focus remains 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 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 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.
Publication date: January 27, 2017.

