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Market overview
The Canadian equity market returned 5.1% for the quarter,
outpacing most of its developed market peers for the first two
quarters of the year. The S&P/TSX Composite Index constituents
benefitted significantly from the strong performance of
commodity-related sectors. Within Materials, gold and silver
producers benefited from higher commodity prices on the heels
of the flight to safety and a drop in U.S. real interest rates. Within
Energy, the jump in the price of oil supported stock prices,
offsetting challenging fundamentals created by relatively low
commodity prices and elevated debt levels. Many energy
producers and services companies performed exceptionally well
during the quarter. Utilities was the only other of the three sectors
to outperform during the quarter. Conversely, Health Care,
Information Technology, Consumer Staples and Consumer
Discretionary ranked as the worst performing sectors. The level
of corporate activity remained elevated, with a large number of
companies raising capital, including Enbridge and Hydro One. On
the merger and acquisition front, the main event was the
acquisition of Manitoba Telecom by BCE in the
Telecommunication Services sector. Small cap stocks
outperformed their larger cap peers by a wide margin as both
defensive and economically-sensitive stocks outperformed, while
mid-cycle stocks lagged.
Global equities underperformed Canadian equities but ended the
quarter with a modest gain. The significant event of the quarter
was the U.K.’s historic referendum vote to leave the European
Union on June 24th with the subsequent resignation of U.K. Prime
Minister David Cameron. Global equities fell in the Brexit
aftermath but recovered strongly over the final three days of
June, paring the monthly losses. At its June 15 th meeting, the
U.S. Federal Reserve Board left its interest unchanged and
sounded more dovish, acknowledging that it would need to see
clear signs of economic strength before lifting rates.
Not surprisingly, European equities underperformed as concerns
on the Brexit vote weighed on returns. The Financials sector bore
the brunt of the losses and the British pound depreciated.
Japanese equities modestly underperformed amid a stronger
yen. Encouragingly, Prime Minister Shinzo Abe delayed plans to
implement the consumption tax rate hike by two and a half years,
until October 2019, as part of a continued effort to fight deflation.

Fund overview
As at June 30, 2016

3 mo.

1 yr.

3 yr.

5 yr.

10 yr.

PSD*

AGF Canadian
Large Cap Dividend
Fund† (%) (net of
fees)

3.7

-0.4

11.3

6.5

4.9

8.4

S&P/TSX Composite
Total Return Index
(%)

5.1

-0.2

8.3

4.2

4.9

8.0

Source: AGF Investment Operations.
* Performance start date (PSD): December 31, 1985.
† The foreign-content portion of the Fund is advised by AGF Investments Inc.

The portfolio underperformed its benchmark during the quarter as
a result of sector allocation, primarily due to the underweight
exposure in the Materials sector and the overweight in the
Information Technology sector. Security selection had a neutral
impact on the portfolio. Notable contributors included overweight
exposures to Canadian Natural Resources, Agnico Eagle Mines
and Barrick Gold Corp.
One of the notable drivers of equity markets so far this year can
be referred to as the failure of momentum – in other words,
companies that outperformed their peers in recent years have
underperformed this year, and vice-versa. This theme was
evident in the first quarter and continued into the second. Many
of the outperformers in recent years are companies that boast
great fundamentals, such as predictable and growing cash flow,
sustainable barriers to competition, clean balance sheets and
quality management teams. A number of these companies
continue to trade at reasonable valuations and as a result remain
overweight positions in the portfolio. The underperformance of
some of these companies detracted from relative returns.
The global portion of the portfolio outperformed. This was largely
driven by security selection. In terms of countries, an
underweight to France and the United Kingdom contributed to
returns, although this was offset by an overweight to Germany
and to the Netherlands which detracted. Amongst the top
contributors to performance were Keyence Corp. (a Japanese
factory automation sensor products) and Chubb Ltd. (a global
property and casualty insurer). Keyence and Chubb both have an
overweight position in the portfolio.
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Outlook
We expect financial market volatility to continue as investors
remain focused on the elevated level of uncertainty in the global
economy. This includes the impact of the UK referendum, which
will likely put downward pressure on global economic growth.
However, concerns over the Brexit vote and its impact to global
growth and profits will likely support the “lower for longer” interest
rate theme for central banks and in turn support equities. Central
banks globally are also likely to remain accommodative and/or
initiate additional easing measures in an effort to drive growth,
which should also be positive for equities.
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sheets. We continue to monitor the elevated level of financial
market uncertainty very closely; however, our base case
expectation is that modest economic growth will prevail. We
expect both interest rates and inflation levels will remain low for
longer, which will benefit defensive dividend paying companies
and companies with growing dividends. Should economic leading
indicators point to a pick-up in global growth, we expect to add
exposure to companies that typically perform well in a late-cycle
environment characterised by higher growth and higher inflation.

We continue to focus on high-quality companies with strong
management teams, a history of value creation and solid balance

Commentary and data sourced from Bloomberg, Reuters and company reports. The commentaries contained herein are provided as a general source of
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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
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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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