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Market overview
During the second quarter, the global economy continued to
show signs of slow growth. In the United States, economic data
remained mixed, with employment data appearing to slow,
though weakening non-farm payrolls data was not corroborated
by higher initial jobless claims. However, leading indicators
seemed to indicate a reacceleration in economic activity, while
the manufacturing sector continued to rebound with the ISM
Manufacturing Index touching its highest level since February
2015. With economic indicators mixed, the U.S. Federal Reserve
Board (Fed) continued to postpone raising interest rates.
During the last several weeks of the quarter, global equity
markets were further disrupted by the surprise result of the
referendum in the U.K. on whether or not to stay in the European
Union (EU). Heading into the vote, the consensus view supported
a “Remain” vote given that undecided voters had historically
voted for the status quo. However, the final result showed a
“Leave” win by a narrow margin. The surprise result rattled
investors, as global equities saw a spike in volatility, selling off in
the two trading days following the vote before recovering
somewhat into the end of the second quarter. Meanwhile, the
British pound plunged more than 10% to its lowest level since
1985, while safe haven assets such as gold and U.S. Treasuries
rose.
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AGF Global Select Fund outperformed the MSCI (All Country)
World Total Return Index during the quarter. Overall security
selection effect contributed to relative performance, though this
was partially offset by negative sector allocation effect.
In particular, security selection effect in the Information
Technology, Telecommunication Services, Health Care and
Consumer Discretionary sectors contributed to relative
performance. Sector allocations detracted, however, as an

overweight to Information Technology and underweight to Energy
detracted.
From a geographic perspective, the portfolio’s allocation to
Japan, Taiwan and Germany contributed to relative performance,
while the U.K., the United States and Denmark detracted.
In terms of individual holdings, the top contributors during the
period were M3, Inc., 8x8, Inc. and Amazon.com, Inc., while the
top detractors were Sprouts Farmers Market, Inc., Kate Spade &
Company and Ted Baker PLC.
The top contributor during the period was M3, Inc., which saw its
shares appreciate 38.0%. M3 began as a medical portal but has
since expanded its operations to include outsourced clinical trials,
outplacement support for physicians, and an overseas presence.
During the quarter, the company’s shares steadily increased,
given its ongoing strong profit growth. M3’s shares were aided by
the increase in the Japanese yen, which benefited from safehaven flows following the Brexit vote. M3 is developing into an
exceptionally unique presence in the health care space with a
combination of IT, management support and operational
capability, with specialist knowledge in health care. We continue
to like the company’s growth prospects given expected
acceleration in domestic growth, further expansion overseas, and
an increase in synergies from the utilization of its network
infrastructure.
The top detractor during the period was Sprouts Farmers Market,
Inc., which saw its shares decline 20.8%. Sprouts shares
softened during the quarter after rallying strongly from February
through to the end of the first quarter. Sprouts is a value-priced
natural and organic grocer with sales over $4 billion, making it
the second largest player in the space. Sprouts was impacted by
poor weather in Texas during the quarter, which impacted the
timing of store openings and investor expectations for same-store
sales for the quarter. Nevertheless, we believe Sprouts will
continue to see upward momentum in its business with no signs
of a consumer slowdown, aided by expanded promotional
partnerships, the rollout of enhanced deli offerings, and other
new marketing and digital initiatives. We continue to like the
company’s growth outlook and its differentiated position as a
value-priced natural/organic grocery retailer.

Outlook
In our view, the ‘Brexit’ vote in the U.K. represents more
uncertainty, particularly as it pertains to the mechanical process
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by which this would be executed. The timing of Brexit,
transformation of the trading relationships between the U.K. and
the EU, and ultimate economic impact on the U.K. all remain
unclear and could potentially cause more volatility in the ensuing
months ahead. However, at this point we expect the brunt of the
impact to remain localized in the U.K., though its impact on global
investor sentiment cannot be dismissed.
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actual results may even exceed that. Recovering oil prices, an
uptick in the ISM New Order Index and recent robust consumer
spending data suggest a pickup in economic activity is around
the corner. The move-up in the leading indicators gives some
confirmation of this view.

Prior to the U.K. referendum, we had already seen investor
sentiment for U.S. equities fairly negative, with record
redemptions from U.S. domestic equity mutual funds so far this
year. However, this condition is not consistent with market peaks,
which generally occur amid investor euphoria. Thus, we view the
current environment of high levels of investor skepticism and a
lack of retail participation in the market as a sign that the current
cycle has yet to run its course.

The road ahead will surely be a bumpy one. Volatility in global
equity markets may continue to remain at elevated levels in the
aftermath of the Brexit vote, as negotiations between the U.K.
and EU are likely to be difficult. However, we would point out that
U.S. equities have been remarkably resilient when emerging from
crisis periods, and that historically such crises have been
attractive buying opportunities in retrospect. As investor tension
over Brexit diminishes over time, we expect focus to shift back to
the ongoing economic fundamentals, which in our view remain
positive.

That said, the slowdown in earnings momentum is legitimately
worrisome since even after adjusting for the negative energy and
dollar impact there has been a lack of progress. Perhaps the
range-bound market has in part been reflective of this concern.
However, current consensus estimates are pointing to a rebound
in profits in the second half, and there is reason to believe that

We continue to seek out dynamic growth opportunities in
companies that we believe are well positioned to benefit from
secular themes – themes such as cloud, social media and ecommerce. We believe that over the long term, these companies
that are capturing market share and delivering superior growth
will outperform and deliver alpha to our unitholders.

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 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.
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 disclaim 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.
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