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Market overview
During the first quarter of 2017, global equities continued to move
higher, continuing a rally that followed the U.S. election in early
November. However, leadership in the market shifted, as the
reflation trade that followed the election of Donald Trump to the
U.S. Presidency in late 2016 waned, with Financials and cyclical
leadership giving way to secular growth sectors. As such,
portfolios with growth investment styles performed relatively
better in comparison to late-2016 when growth severely
underperformed value.
From a macroeconomic perspective, economic data remained
supportive and in some cases, saw acceleration. In the U.S.,
non-farm payrolls exceeded market expectations for the first two
months of 2017, averaging gains of 231,000 per month, which
was well above consensus, as well as the pace in 2016.
Meanwhile, the ISM Manufacturing Index continued to accelerate
well into expansion territory, hitting a high of 57.7 in February
before settling at 57.2 in March. Similarly the services sector
remained robust, with the ISM Non-Manufacturing PMI at 57.6,
signalling strong expansion conditions. In response to the strong
macroeconomic data, the U.S. Federal Reserve raised the
federal funds rate for a third time this cycle in March and
telegraphed more rate hikes to come in 2017 while also
mentioning that any future hikes would be “gradual”.
In Canada, equity markets continued their move higher as
macroeconomic data remained supportive. Data released during
the quarter showed that the Canadian economy grew faster than
expected in January, up 0.6% on a monthly sequential basis, and
2.3% on a year-over-year basis. In fact, seven out of the past
eight months have reported monthly GDP gains of 0.3% or
better, which is nearly double the 15-year average of 0.17%.
Growth was broad-based, with 15 out of 20 major industries
reporting gains, led by manufacturing, resources and wholesale
trade. The strong GDP print, in addition to other improving
Canadian data, is expected to result in upwardly revised growth

forecasts, though the Bank of Canada remains dovish and is
widely expected to keep rates on hold throughout the year.
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For the quarter ending March 31, 2017, the portfolio slightly
underperformed the benchmark, returning 2.2% versus 2.4% for
the benchmark. The Fund outperformed the benchmark on a
gross of fees basis, and slightly underperformed net of fees.
During the quarter, the Fund maintained its currency hedge on its
U.S. dollar exposure, though this did not impact relative
performance, as the Canadian dollar remained relatively flat in
U.S. dollar terms.
Overall security selection contributed to relative performance, as
selection in the Energy, Health Care and Financials sectors
contributed. Overweight allocations to Information Technology
and Consumer Discretionary also contributed, while overweights
to Health Care and Energy detracted, as did an underweight to
Financials. In terms of individual holdings, the top contributors
during the period were Lam Research Corp., Tiffany & Co. and
Philip Morris International, while the top detractors were Peyto
Exploration & Development Corp., Perrigo Co. PLC and AGT
Food & Ingredients Inc.
The top contributor during the period was Lam Research Corp.
(LRCX), which saw its shares increase 21.2%. Lam Research
has been an innovative supplier of wafer fabrication equipment
and services to the semiconductor industry for more than 35
years. LRCX customers include semiconductor manufacturers
that build memory, microprocessors and other logic integrated
circuits for a wide range of electronics; including mobile phones,
computers, tablets, wearables, automotive features, storage
devices and networking equipment. LRCX products allow clients
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to create faster, smaller and more powerful chips. The company
reported a strong quarter, with impressive guidance. We continue
to like Lam Research as it is at the forefront of pioneering
technologies such as 3D NAND, multiple patterning and FinFET,
the firm is well positioned to benefit from these substantial
tailwinds.
The top detractor during the period was Peyto Exploration &
Development Corp. Peyto is a low-cost, gas-weighted dividend
paying intermediate exploration and production company focused
on horizontal drilling in the Deep Basin of Alberta. The company
reported a relatively uneventful fourth quarter, but its shares
declined due in part to a softening in natural gas prices and a
challenging outlook through the summer. However, we believe
this is the type of market dynamic where Peyto’s low cost and
profit-focused strategy stands out. Peyto’s low cost structure,
above average margins, disciplined hedge policy and returns
focused strategy are combined with a strong, relatively low risk
asset base, which we expect will drive attractive growth through a
full gas price cycle.

Outlook
Since the U.S. election, we have seen a remarkable rally in
global equity markets, reflecting a more business-friendly policy
environment as well as stronger global economic growth. Indeed,
we have seen global economic data accelerate throughout the
first quarter. With the exception of a few emerging market
economies, global real GDP is expanding year over year, and
manufacturing PMIs are expanding.
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With regards to bond yields, last quarter we wrote about our
expectation that the secular low in bond yields may already be
behind us, given the acceleration in economic growth that we
expect. This remains true, as we have seen the U.S. 10-year
bond yield break its multi-year downward trend line, and we are
seeing inflation increasing (which we expect to continue). We
continue to expect that yields will slowly drift higher, and that low
growth, long duration assets will continue to be pressured. As
such, we are favouring companies that are demonstrating secular
earnings growth momentum.
Overall, despite the assortment of global economic risks, we
remain relatively optimistic and constructive on equities. Our view
is that both Canada and the U.S. have emerged from recessionlike conditions last year, and have accelerated in the first quarter
this year. While we believe the cyclical market upturn may pause
given the strong run we have already experienced, we believe it
is likely not over, and would view any corrections as potential
buying opportunities.
We continue to be focused on selecting what we deem to be
high-quality stocks with quality assets, high return on investment,
strong balance sheets and both sustainable and growing
dividends. We believe this approach will endure and over time
will prove to outperform through all economic scenarios.

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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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
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