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Market overview
The Canadian economy showed improvement during the quarter,
with economic growth in January particularly strong at 0.6%.
However, financial markets experienced substantial volatility due
to overall global weaker economic data and renminbi
depreciation in China along with rising concerns over a U.S.
economic recession. Due to these signs of financial instability,
the U.S. Federal Reserve Board (Fed) postponed increasing its
federal funds rate despite relatively strong employment and rising
inflation. In fact, the Fed also reduced the number of expected
increases over the balance of 2016 from four to two. This
decision helped curtail the appreciation of the U.S. dollar. The
Fed’s tone contributed to the overall dovish global central bank
narrative, which included the European Central Bank’s (ECB)
expansion of its QE program and the Bank of Japan’s (BoJ) foray
into negative interest rates, in January. While both the ECB and
the BoJ had likely hoped for a depreciation in their respective
currencies, just the opposite occurred. The Canadian dollar hit a
low on January 19, 2016, but rebounded significantly, benefiting
from U.S. dollar weakness, higher oil prices and the Bank of
Canada keeping interest rates unchanged.
After risk-on asset classes sold off early in the quarter due to
fears of rising U.S. rates, reassurance from the Fed that it had no
immediate plans to raise interest rates engendered a solid
rebound in equities, corporate credit and foreign exchange rates.
Yields fell globally, which led to global Treasury bonds
performing strongly during the quarter. U.S. high-yield bonds
performed well during the period, despite spreads widening
materially to mid-February – reaching the widest levels since
October 2011 – as spreads subsequently tightened substantially.
Canadian high-yield bonds underperformed during the quarter
despite the Energy sector’s oil-driven outperformance as the
Real Estate and Industrial sectors both detracted from returns.
Emerging market debt also performed well, with EM external and
corporate bonds performing well as a result of lower U.S.
Treasury yields. Local currency emerging market debt was one of
the strongest performing asset classes during the quarter as EM
currencies rebounded sharply in the wake of the Fed’s more
dovish stance.
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The Fund underperformed its benchmark during the quarter. The
Fund’s category allocation detracted from returns. The Fund’s
underweight to emerging market debt adversely impacted returns
as a result of the strong performance of EM debt during the
period. However, the Fund’s out-of-benchmark exposure to local
currency emerging market debt contributed positively due to the
strong performance from the category during the quarter. An
overweight to high yield bonds also contributed as spreads
tightened.
We decreased the Fund’s U.S. Treasury exposure during the
quarter, which modestly detracted as yields declined.
Active currency management contributed positively to returns.
The Fund’s underweight to the U.S. dollar and euro contributed
to returns as the Canadian dollar appreciated relative to both
currencies during the quarter, supported by higher oil prices.
The Fund’s cash averaged arppoximately 9% during the quarter,
which detracted from performance given the strong performance
of fixed income securities during the period.

Outlook
Global economic activity has surprised to the upside in recent
months, but remains relatively muted. We believe that global
central bank accommodation should remain supportive of the
global economy in the medium term, as they attempt to shore up
their economies in the face of heightened external risks.
However, constraints to improving economic growth, including
high debt levels and limited credit expansion, may curtail any
substantial improvement, which is likely to constrain bond yields
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from rising substantially and dampen return expectations across
most asset classes.
Higher commodity prices during the period provided some
support to the battered resources industry, though it remains
under pressure. Despite strengthening during the period, the
relatively weak Canadian dollar, along with stimulative measures
announced in the most recent budget by the federal government,
should help to bolster the economy. While we believe the
prospects of a U.S. recession are higher than most market
participants expect, our base case remains that the U.S. will
avoid a recession this year. Still, economic data will likely remain
modest enough, and geopolitical uncertainty high enough, to limit
if not completely forestall Fed rate hikes this year. For its part, the
Bank of Canada is unlikely to change rates as it monitors the
impact of fiscal spending and rising commodity prices on the
economy.
The U.K.’s vote to leave the European Union caused a
heightened level of uncertainty near the end of the period, which
is likely to persist over the medium term. We anticipate a muted
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initial impact on the economy and capital markets, as businesses
generally freeze investment activity but do not withdraw from the
UK. Political action is unlikely to proceed quickly, pending
resolution of the Conservative Party leadership following Prime
Minister Cameron’s resignation and likely prolonged discussions
domestically and with the European Union thereafter. As well, we
are closely watching the potential for further political instability
across Europe, as euro-skeptic politicians and anti-EU parties
are likely to gain further support.
We remain cautious in the current environment as uncertainty is
high, valuations remain rich, alongside deteriorating
fundamentals. Should energy and materials prices remain stable
and even rise further, this should help keep a lid on defaults in
the intermediate term.
We also remain cautious on emerging market debt but believe
country allocation will remain important given the wide
differences in fundamentals. We expect to add selectively to
emerging market debt as opportunities arise.

Commentary and data sourced from Bloomberg, Reuters, Globe Investor 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 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: July 20 2016.

