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Market overview
The S&P/TSX 60 returned 5.8% this quarter, marking the first
time since mid-2014 the Index has had three or more
consecutive quarters with positive returns.
The Canadian economy continued to show signs of economic
recovery as job statistics remained stable despite surprising job
loss data in July. Strong economic data out of the U.S. spurred
rate hike expectations for the year, prompting U.S. dollar strength
towards the end of the quarter. Fallout from Brexit seemed
limited with market volatility falling close to decade lows. Yields in
the U.S. increased in light of low volatility and better growth
expectations, while gold prices declined at the end of the quarter
due to a combination of a risk-on sentiment and expected interest
rate hikes. The oil price dropped to $40/barrel mid-quarter,
though eventually moving up to $50 by the end of the quarter on
rumored OPEC supply cuts.
Sector breadth was strong this quarter with nine of the eleven
sectors posting positive returns. The Index was led by Health
Care and Information Technology, gaining 23.6% and 16.1%,
respectively, while Utilities and Materials lagged, with losses of
2.4% and 1.9%, respectively
In Health Care, Valeant Pharmaceuticals grew by 23.6% during
the quarter as their newly appointed CEO began the long path to
rebuilding its credibility in the marketplace.
In Information Technology, the top performer was BlackBerry
Limited with returns of 20.7% for the quarter, which benefitted
from shifting focus from the hardware to software business,
followed by Constellation Software Inc. advancing 18.6% which
performed well due to strong earnings driven by organic growth.
In Utilities, Fortis Inc pulled back by 2.5% after being rewarded
for its defensive fundamentals in the face of market volatility
earlier this year.
In Materials, strong performance from Base Metals stocks such
as Teck Resources returning 39.0% during the quarter, thanks in
part to rising coal and zinc prices, was not able to offset
weakness from precious metals stocks such as Yamana Gold
Inc. losing 15.8% and Barrick Gold Corp. down 15.7% due to the
prevalent risk-on sentiment and rising interest rate expectations.
Royal Bank of Canada’s 7.5% gainwas the top contributor to the
Index and benefitted from strong fee income and good expense
management. The top performer in the Index this quarter was
Teck Resources.

Barrick Gold Corp., down 15.7%, detracted most from the Index
as gold stocks were hurt by a shift from safe haven assets to
risky assets. The poorest performer in the Index this quarter was
Cameco Corp., down 20.3%, hurt by headwinds in the uranium
market.
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The Fund returned 2.7% this quarter, underperforming the index.
Value added from Materials and Energy was not enough to offset
weakness in Real Estate and Consumer Staples.
In Materials, the Fund was helped by its positioning in precious
metals stocks. Particularly, avoiding Barrick Gold Corp and
Goldcorp Inc. helped the Fund. Value was lost from not owning
any base metals stocks.
In Energy, the fund was helped by its positioning away from
smaller exploration and production stocks such as Crescent Point
Energy Corp., down primarily due to an unexpected capital
expenditure financed through an equity offering, and holding
Suncor Energy, which benefitted from rising oil prices. The Fund
lost value in this sector from not owning Encana
Corporation,which was up sharply due to its focus on capital
efficiency, and an equity offering aimed at debt reduction.
In Real Estate, RioCan REIT, down 6.3%, was the primary
detractor of value as REIT’s pulled back after a solid run and as
rising interest rate expectations took hold.
In Consumer Staples, the Fund’s positioning away from food
retailers such as Loblaw and Metro Inc was not enough to offset
weakness from the Fund’s U.S. holdings such as Coca-Cola
Company, down due to negative forward earnings guidance
driven by expected weakness in the emerging markets.
The Fund’s exposure to dividend paying U.S. equities averaged
gains of 19.6% over the quarter and continue to provide the Fund
with additional sector diversification and reduced volatility. Top
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performing U.S. stocks in the Fund included Emerson Electricand
IBM.
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lower risk profile and provide an opportunity for capital
appreciation

Outlook
The S&P/TSX 60 Index posted its third consecutive quarter of
positive returns. Markets across the globe continued to move
higher despite concerns over Brexit fallout and mixed messages
on the timing of interest rate increases by the U.S. Federal
Reserve. Although not evident yet, these macro concerns could
increase short-to-medium term volatility.
The Fund is well positioned to benefit in this type of environment
as it remains squarely focused on its primary investment
objectives: offer an attractive and growing dividend, maintain a

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 payment of distributions should not be confused with a fund’s performance, rate of return or yield. If distributions paid by the fund are greater than the
performance of the fund, your original investment will shrink. Distributions paid as a result of capital gains realized by a fund, and income and dividends earned
by a fund, are taxable in your hands in the year they are paid. Your adjusted cost base will be reduced by the amount of any returns of capital. If your adjusted
cost base falls below zero, you will have to pay capital gains tax on the amount below zero.
The targeted annual distribution is based on the Fund’s or Portfolio’s previous year-end net asset value and is subject to change. Monthly distributions on Series
T and Series V shares may generally be a return of capital so long as there is sufficient capital attributable to the relevant series. Your adjusted cost base will be
reduced by the amount of any returns of capital. If your adjusted cost base falls below zero, you will have to pay capital gains tax on the amount below zero.
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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