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Market overview
Global equities advanced during the quarter, ending the period
up 7.1%. Within the major developed markets, Japanese equities
outperformed while U.S. equities underperformed.
U.S. equities gained 5.3% (in CAD terms) as represented by the
S&P 500 Net Index. Economic data released during the quarter
was mixed as the pace of job additions moderated to 151,000
jobs in August from a strong 255,000 job gains in July. However,
second quarter GDP growth was revised higher to 1.4%, above
expectations and the initial estimate of 1.1%, while manufacturing
activity remained in expansionary territory. At its September
meeting, the Federal (Fed) Reserve Board left rates unchanged,
but stated that one increase this year is appropriate barring any
major risks to the economy, which led to increased expectations
of a December rate hike.
European equities rebounded from the late June sell-off as
European financials recovered on strong earnings and prospects
of a U.S. Fed rate hike. For the second quarter, eurozone GDP
growth came in at 1.2% annualized below the growth in the first
quarter. However, manufacturing activity continued to expand
with a Markit Eurozone Manufacturing PMI reading of 52.6 in
September. The European Central Bank left interest rates
unchanged and asset purchases at EUR 80 billion a month,
which disappointed market participants. However, the Bank of
England cut its key lending rate by 25 basis points and expanded
its asset purchase program in an effort to boost growth following
the Brexit vote.
Japanese equities outperformed aided by Bank of Japan’s new
monetary policy framework announced during the quarter that
suggested that it will continue to expand its balance sheet. It also
increased its purchases of exchange traded funds to 6 trillion yen
per year, from 3.3 trillion previously and Prime Minister Shinzo
Abe’s government announced fiscal stimulus of more than 28
trillion yen. Inflation remained at muted levels as core CPI fell
0.5% year over year in August, below expectations for a 0.4%
decline.
Chinese equities outperformed on the back of encouraging
economic data - industrial production rose 6.3% year over year in
August, while retail sales rose 10.6% year over year.
Manufacturing activity also remained in expansionary territory
through the quarter, with the Markit/Caixin manufacturing
Purchasing Managers’ Index reading at 50.1 in September.
Approval of the Shenzhen-Hong Kong Stock Connect that will

enable global investors to invest in mainland equities also aided
Chinese equities.
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For the three-month period ended September 2016, the Fund
underperformed its benchmark, the MSCI All Country World
Index, returning 1.9% compared to 7.1% for the benchmark.
An underweight to the U.S. and an overweight to South Korea
contributed to performance, partly offset by an overweight to the
Czech Republic and Switzerland which detracted. Cash also
acted as a drag on performance as markets rallied during the
period.
A detractor from performance was Bristol Myers Squibb Co. a
global pharmaceutical player and a leader in the emerging field of
immuno-oncology. Bristol Myers’ key products in immunooncology are marketed under the brand names Opvido and
Yervoy. The company’s shares retreated during the quarter as
one of its cancer-treatment pipeline drugs failed to show a benefit
relative to chemotherapy.
We believe the sell-off is overdone as the market appears to be
under-estimating the overall size of the immuno-oncology market,
where Bristol Myers is a lead player. In addition to its key
products in immuno-oncology, the company has a broad pipeline
of potential future combination therapies. We believe Bristol
Myers can deliver double-digit growth given it has the broadest
pipeline of potential immuno-therapy combinations and expect it
to be a long-term winner in this market. Also, based on the
results of studies to date of the Opvido-Yervoy combination, we
expect this treatment to show greater efficacy for patients that
cannot handle the toxicity of chemotherapy treatment. Growing
sales should also contribute to improved profitability and in turn
buoy the company’s Cash Flow Return on Investment.
A contributor to performance was Close Brothers Group plc, a
British specialist financial services group based in the U.K. that
provides loans, trades securities and provides advice and
investment management solutions to clients. The company’s
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shares were up approximately 20% during the quarter as they
recovered from the post-Brexit sell-off. The company also
provided a positive update during the quarter, which was well
received by investors. Loan growth for the 11 month period
ending June 30, 2016 was better-than-expected at 11.5% year
over year on the back of strong credit demand in all its lending
businesses. Assets under management were also better-thanexpected while net interest margin was stable.
We continue to hold the stock as the company has a solid track
record of delivering above-average profitability, even in adverse
macro-economic conditions, owing to its focus and strength in
credit quality management and margin protection. The company
also has strong credit underwriting capabilities, which has
resulted in consistently low impairment ratios since 1985. Given
in-depth expertise and knowledge of its market segments, Close
Brothers also has a sticky customer base and high net interest
margins. Further, it is well capitalised, with a CET1 ratio that is
well above regulatory requirements, and has an attractive
dividend yield of 4.3%. It is worth noting that the company has
never cut its dividend (even during the financial crisis of 20082010) and given a strong capital position, should prove resilient
even in the event Brexit has a greater-than-anticipated impact on
the U.K. macro-econonomic environment.

Outlook
While global growth remains lackluster, we remain constructive
on global equities, particularly relative to bonds, given a
supportive fundamental backdrop, although we expect future
returns to be modest. At current levels, valuations are not
particularly demanding - the MSCI All Country World Index is
trading at close to its long-run median with relatively attractive
valuations in regions such as Japan and Emerging Markets.
Additionally, we believe that concerns over slowing global growth
will continue to support the “lower for longer” interest rate theme
for central banks and in turn support equities. Fiscal stimulus is
also likely to be supportive of growth and/or boost market
sentiment, in turn providing a potential tailwind for equities. It is
also worth noting that a number of countries in both developed
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markets (Japan, Spain and Italy) and emerging markets (China
and Thailand) are implementing reforms that should benefit their
economies over the long-term.
Some of the risks we continue to watch include upcoming
elections and referendums in a number of countries in the
Eurozone and also in the U.S, which could contribute to capital
market volatility. With interest rates at all-time lows, currency
intervention has been increasingly used as a tool to bolster
growth as we saw in China with the devaluation of the renminbi.
Continued currency devaluations could contribute to capital
market volatility.
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 September 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. 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). 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.
First publication date: November 3, 2016.

