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During the quarter under review, the Fund marginally
underperformed the benchmark. Strong performance of select
Fund holdings in the Information Technology, Utilities and Health
Care sectors contributed positively. However, this was offset by
poor performance of the Fund’s holdings in the Consumer
Discretionary sector, including JD.com, the largest online direct
sales company, with the second largest e-commerce platform in
China. The Fund was overweight Financials and
Telecommunication Services and underweight Energy and
Industrials.

The stock market came under pressure and traded sideways at
the beginning of the quarter as the latest macro readings
suggested that the economic recovery in China lost momentum
after the regulators shifted China’s policy stance from demand
management to supply-side reform. Toward the end of the
quarter, British voters chose to leave the European Union in a
stunning decision, which also caused a short term sell-off in
markets, including China shares listed in Hong Kong.
Fortunately, the potential inclusion of domestic A-shares into
MSCI indexes boosted sentiment and the market subsequently
recovered. The MSCI China Free Total Return Index ended the
quarter marginally down in Canadian dollar terms.
Most of the major macro indicators released during the quarter
were unexciting and signalled broad-based growth moderation.
The official manufacturing Purchasing Managers’ Index (PMI)
struggled – it came in marginally above 50 in April and May
before it fell back to exactly 50 in June. Export trade was also
weak, with orders dipping from 50.1 in May to 49.6 in June, the
first reading below 50 since February 2016. Fixed asset
investment slowed down significantly, growing only 7.4% year
over year in May, much lower than 11.2% in March and 10.1% in
April. The services sector was one of the few bright spots. The
Non-Manufacturing PMI stayed well in expansionary territory,
which encouragingly improved from 53.1 in May to 53.7 in June
on the back of positive momentum in the housing sector.
Also, the renminbi (RMB) has been steadily depreciating against
the U.S. dollar and has declined around 3% during the quarter
under review. However, the stock market responded calmly to
the RMB depreciation this time, as capital flight was less of a
concern given that China’s foreign exchange reserves remained
stable at slightly more than US$3 trillion during the quarter.
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The Health Care sector underperformed during the quarter as
policy and pricing challenges grew. Despite poor overall sector
performance, the Fund’s holdings in Phoenix Healthcare, which
manages the largest hospital chain in China, performed well. The
stock rallied along with two major acquisitions from state-owned
enterprises announced during the quarter. The Fund trimmed
holdings in Phoenix Healthcare after its strong short-term
performance. The Fund completely sold off its holdings in Sihuan
Pharmaceuticals.
The performance of the Information Technology sector was
mixed. While Tencent continued its strong performance driven by
another set of strong results, U.S.-listed Internet stocks recorded
lacklustre performance during the quarter despite the MSCI
further increasing weightings of Chinese ADRs. The Fund’s
overweight position in Tencent contributed positively to
performance.
Elsewhere, the Fund initiated a position in Ctrip.com, the largest
online travel service provider in China. We believe that Ctrip is a
key beneficiary of China’s rising domestic and outbound travel
trend. The Fund also initiated a position in China Gas, a leading
city gas distributor, given its faster-than-industry average growth
potential with reasonable valuations.
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After a period of pro-growth measures launched in the first
quarter of 2016 with a record pace of credit expansion, the policy
emphasis seems to have shifted back to supply side reform with
a focus on reducing excess industrial capacity, trimming housing
inventory, managing financial leveraging and lowering business
costs. While the shift in the policy stance might create pressure
on economic growth in the near term, we believe that China will
be able to combat the negative repercussions of reform and
mitigate the impact of capacity closure. We agree that structural
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reforms are crucial for China to return to more sustainable
growth.
Externally, we do not believe that the Brexit referendum will have
a significant direct impact on China’s economy as the U.K.
accounts for only 2.5% of China’s total exports. The potential
damage to China is certainly greater if the crisis spreads to the
eurozone, one of China’s biggest trade partners. While China still
have room to ease monetary and fiscal policies to mitigate a
further slowdown in the global economyt, we are of the view that
it is too soon to expect a policy response from the Chinese
authorities.

† This

person acts solely as a portfolio advisor to the Fund. A portfolio advisor provides the Fund with investment research and recommendations. They do not
make investment decisions on behalf of the Fund.
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 All World Tax Advantage Group is a mutual fund corporation that currently offers approximately 20 different classes of securities. In addition to fund
diversification by investment style, geography and market capitalization, a key benefit of investing in any of the classes within the group is the possibility of sharing
incurred expenses (and losses) of the combined structure potentially offsetting income earnings to minimize chance of a dividend declaration. While the articles
of AGF All World Tax Advantage Group Limited provide authority to make distributions out of capital and AGF All World Tax Advantage Group Limited intends both
to calculate capital in the manner contemplated by the corporate statute for corporations that are not mutual fund corporations and only to declare distributions out
of capital if there is sufficient capital attributable to a series, no definitive case law exists to confirm that a mutual fund corporation may make distributions of capital
and how it is to be calculated. Further, no advance income tax ruling has been requested or obtained from Canada Revenue Agency, nor is AGF aware of any
published advance income tax ruling or the possibility of obtaining such a ruling, regarding the characterization of such distributions or the calculation of capital for
such purposes.
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 disclaims 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: July 18, 2016.

