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Market overview
During the quarter ended March 31, 2017, China’s stock market
performed strongly on the back of an improving corporate
earnings outlook and stabilization in the renminbi. Strong
southbound inflows from mainland Chinese investors into the
Hong Kong stock market through Stock Connect also helped
sentiment. The MSCI China Free Index ended up 11.9% in
Canadian dollar terms for the quarter.
The strong economic growth momentum experienced in the
fourth quarter of 2016 continued into the first quarter of this year.
Recent macroeconomic indicators are supportive of further
improvement in China. The official manufacturing Purchasing
Managers’ Index (PMI) has held above 51 for six consecutive
months and reached 51.8 in March, the highest level since April
2012. Meanwhile, strong momentum within the services sector
continued, with the non-manufacturing PMI consistently above 54
since October 2016. China is also benefiting from the recovery in
external demand. The new export orders index has increased for
four consecutive months to 50.8 in February, the highest level
since July 2014. It is worth highlighting the significant
improvement in China’s Producer Price Index (PPI), which after
remaining negative over a 54-month span, turned positive in
September 2016, and inched up steadily to 7.8% by the end of
February 2017. As a result, nominal GDP growth has rebounded
sharply from the fourth quarter of 2016 and we expect it to stay
above 10% for 2017, even as real GDP growth remains stagnant
at current levels. The end of the PPI deflation and the strong
nominal GDP growth rates should support earnings as
companies enjoy better operating leverage with the resumption of
sales growth.
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During the first quarter of 2017, the Fund slightly underperformed
the benchmark. The Fund benefited from strong stock selection.
One of the top contributors during the quarter was China
ZhengTong Auto, one of the largest luxury automobile
dealerships in China and Value Partners, a leading asset
manager in the region. The Fund’s overweight position in the
Financials sector, especially to insurance companies, also
contributed positively to performance. That said, the Fund’s
performance was adversely affected by an underweight position
to selective companies in the Information Technology sector.
This includes Sunny Optical and AAC Technology, which
outperformed driven by better-than-expected demand arising
from the mobile device component upgrading trend. The Fund
was overweight Financials and Telecommunication Services,
while underweight Consumer Discretionary.
The Consumer Discretionary sector outperformed during the
quarter. The share price of automobile manufacturers performed
well due to strong car sales momentum witnessed in the fourth
quarter of 2016, which continued into the first quarter of 2017. In
addition, companies providing after-school tutoring services or
exam preparation services also outperformed during the quarter
with solid demand and continued improvement in profitability.
The Fund’s underweight positions in the aforementioned
companies detracted from performance. Fortunately, the
negative impact was more than offset by the strong performance
of the Fund’s holding in China ZhengTong Auto, which had a
strong rally driven by solid auto financing revenue growth. The
Fund initiated a position in Sands China, one of the major casino
operators in Macau, given its relatively cheap valuation. The
company is well positioned to benefit from the recovery in gaming
revenue. The Fund sold its holdings in Shenzhou International, a
leading textile processor and garment producer in China, to book
profits.
Elsewhere, the Fund initiated a position in Netease, one of the
world’s largest online gaming providers, given its leading position
in the fast growing mobile game industry in China, with a proven
track record in strong R&D capability. Lately, the Fund also
initiated a position in West China Cement due to being a major
beneficiary of industry consolidation.

Outlook
The Chinese economy appears to be improving. The rebound in
the manufacturing sector has led to an increase in manufacturing
employment, which is reflected in the recent government’s
initiative aiming to create 11 million new jobs in 2017, in addition
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to the 10 million created last year. This in turn should bode well
for household income growth and consumption. Encouragingly,
early signs of success in implementing these supply-side reforms
in heavy industries such as coal and steel have started to
emerge and the new policy, which is backed by strict official
implementation, appears to be yielding the desired results. As a
result, a number of companies carrying out supply-side reform
reported a remarkable improvement in profitability and cash flow,
which has also likely benefited China’s financial system indirectly,
as the companies in these industries used to be highly indebted.
We believe that if structural reforms, including supply-side
reforms are implemented successfully, this should bode well for
China’s economy in the long term.
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Economic stability is crucial ahead of the 19th National Congress
of the Communist Party of China, to be held in autumn of this
year, where we are likely to see some major leadership changes.
If necessary, policy measures will ensure that the recent strong
economic growth momentum is sustained.

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 March 31, 2017 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 over 20 different classes of securities. Investing in any of the classes within
the group offers the following potential benefits and features: deferral of capital gains tax on transfers between classes, potential capital tax savings for corporate
investors and fund diversification by investment style, geography and market capitalization. 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: April 28, 2017.

