AGF Global Select Fund
FUND COMMENTARY THIRD QUARTER 2016

FOR ADVISOR USE WITH INVESTORS

FUND FACTS
FUND CATEGORY:

BENCHMARK INDEX:

DATE OF INCEPTION:

INVESTMENT STYLE:

PORTFOLIO MANAGER:

Global equity

MSCI (All Country) World
Total Return Index

February 1996

Bottom-up, earnings growth
momentum

AGF Investments Inc.
Tony Genua

Market overview
During the third quarter, global equities remained remarkably
resilient, bouncing back and reaching new highs following the
surprise Brexit vote which occurred near the end of the second
quarter. Though the vote in the U.K. in late June to leave the
European Union unleashed a bout of volatility, it was short lived
as equities rallied in response to steady economic data,
continued accommodative monetary stimulus, and improving
expectations for corporate profits.
In the U.S., economic data remained mixed. Generally, economic
data showed strength during the beginning of the quarter, helping
equities rally and break out to new highs, but then showed some
slippage towards the end of the quarter. Non-farm payrolls, while
continuing to show steady increases, shifted into a lower range
with the six month average of payroll gains at approximately
175,000 jobs per month, down from an average of 250,000 jobs
seen during much of the past two years. Meanwhile, the ISM
Manufacturing Index dipped back into contraction territory in
August for the first time in six months, suggesting that factory
activity lost some momentum. With economic indicators showing
some erosion of strength, but with the labour market close to full
employment, expectations for an interest rate hike before the end
of the year from the U.S. Federal Reserve remained mixed.
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AGF Global Select Fund outperformed the MSCI (All Country)
World Total Return Index during the quarter. The Fund benefitted
from both positive sector allocation effect and strong security
selection.
In particular, security selection in Information Technology,
Consumer Discretionary, and Telecommunication Services
added value. An overweight allocation to Information Technology
also contributed to performance, as did underweight allocations

to Health Care and Consumer Staples. This was partially offset
by negative selection effect in the Materials sector.
From a geographic perspective, the portfolio’s allocation to
Canada, Argentina, and the United States contributed, while
Denmark, the Netherlands, and Japan detracted.
In terms of individual holdings, the top contributors during the
period were Shopify Inc., Fleetmatics Group Inc., and
Mercadolibre Inc., while the top detractors were Salesforce.com
Inc., Christian Hansen Holding A/S and Vulcan Materials Co.
The top contributor during the period was Shopify Inc., which saw
its shares climb 41.2%. Shopify provides a cloud-based
commerce platform targeted towards small and medium-sized
businesses. Merchants use Shopify’s omni-channel software
platform which allows them to manage products and inventory,
process orders and payments, build customer relationships and
leverage analytics. During the quarter Shopify reported
impressive quarterly results with revenue rising 93% on a yearover-year basis. Monthly recurring revenue continues to grow, up
70% year-over-year, while gross merchandise volume more than
doubled from last year. We see Shopify as one of Canada’s best
organic growth stories, and its architecture has given it a
competitive lead as a one-stop shop for all e-Commerce
functionality.
The top detractor during the period was Salesforce.com Inc.
which saw its shares decline 9.1%. During the quarter,
Salesforce reported guidance that was weaker than expected,
with implied billings growth having slowed. Management
comments during the conference call indicated that some
revenue was deferred into future quarters. We are monitoring the
company but for now, we continue to be of the belief that they
remain well positioned, as prior to this quarter they have had an
impressive track record in delivering growth and have a new
product cycle on the way.

Outlook
We continue to believe that in the near term, there remains more
scope for continued economic expansion and an extended bull
market rally. We believe much of the current expansion was
spent recovering lost ground during one of the worst recessions
in history in 2008, and that this cycle’s sub-par growth suggests
we have not yet arrived at an environment with investor
exuberance and systemic imbalances that have historically
signalled the end of a cycle.
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Indeed, investor sentiment for U.S. equities remains fairly
tempered, with record redemptions from U.S. domestic equity
mutual funds so far this year. This condition is not consistent with
market peaks, which generally occur amidst investor euphoria.
Thus, we view the current environment of high investor
skepticism and a lack of retail participation in the market as a
sign that the current cycle has yet to run its course.
With regards to the issue of declining corporate earnings, it is
widely known that the significant decline in energy prices was by
far the largest negative influence on earnings. The combination
of U.S. dollar strength and weakening international growth were
the next largest factors pressuring earnings. Other
considerations were also at work to reduce earnings such as
ongoing low interest rates and unfavourable weather patterns.
However, the downward pressure on earnings appears to be
coming to an end. Energy prices have rebounded off their lows,
and corporate profit momentum is expected to gain strength for
the balance of 2016 and into 2017 as the global economy starts
to inflect upward from the current slowdown.
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Geopolitical events will continue to impact the investment
narrative ahead. Equity markets appear to have shrugged off the
Brexit vote in the U.K., with its impact remaining relatively
localized in Britain and thus far being not quite as severe as first
feared. In the U.S., much attention is focused on the upcoming
presidential election in November 2016. Though this has been
one of the most polarizing elections in history, we believe that the
election could be another catalyst for economic growth, as both
candidates have promised substantial fiscal stimulus that should
help economic growth, address structural gaps, and improve
productivity.
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, eCommerce, etc. 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 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 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.
First publication date: October 28, 2016.

