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Market overview
During the fourth quarter, global equities continued to move
higher, reaching new highs following the U.S. election in early
November. As was the case with the Brexit vote in the U.K. in
June, a wave of populism resulted in an election surprise for
investors, with underdog Republican candidate Donald Trump
winning the U.S. Presidency. After some initial signs of tumult
during the night of the election, with Dow futures down as much
as 800 points, equity markets rebounded with conviction,
welcoming Trump’s plans for tax reform and fiscal stimulus. The
surprise election result also triggered substantial shifts in
allocations, as bond yields swiftly moved higher as investors
contemplated the prospect of higher inflation, resulting from the
expected fiscal stimulus. Financials (which benefit from higher
rates), oil and gas, and defense stocks were generally among the
winners, while renewable energy and interest rate sensitive
stocks were among the losers.
In Europe, the euro weakened and equities underperformed
global markets. In a closely watched Italian Referendum, voters
decided against proposed reforms by Prime Minister Renzi,
raising concerns that this would fuel further populist movements
in other parts of Europe. While the political environment
remained a headwind, economic data appeared encouraging as
the Euro area Markit manufacturing PMI came in at 53.7 in
November and retail sales expanded 1.1% month-over-month in
October. At its December meeting, the European Central Bank
(ECB) scaled back its bond purchases to €60 billion from €80
billion, but extended its asset purchases by nine months to the
end of 2017.
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AGF European Equity Class outperformed the MSCI Europe
Total Return Index during the fourth quarter. The portfolio
benefitted from strong security selection during the period as
selection in the Consumer Staples, Financials, Industrials, and
Telecommunication Services sectors contributed to relative
performance. Overall sector allocation effect was also positive as
an overweight allocation to Financials and underweights to
Consumer Staples and Real Estate also contributed to
performance.
From a geographic perspective, the Fund’s allocations to France,
the United Kingdom and Germany contributed to relative
performance, while Switzerland, the Netherlands, and Spain
detracted.
In terms of individual holdings, the top contributors during the
quarter were BNP Paribas, Rio Tinto PLC and Societe Generale
SA, while the top detractors were Akzo Nobel, Ladbrokes Coral
Group PLC and Kingfisher PLC.
BNP Paribas was the top contributor during the quarter with its
shares appreciating 26.7% in Canadian dollar terms. BNP’s
shares climbed higher throughout the quarter, continuing a rally
that began in the third quarter amidst an improving environment
for banks. This was further aided by the global reflation trade,
spurred by Trump’s victory and an expectation for higher rates.
We continue to favour BNP Paribas given its solid profitability,
improving capital, dividend upside and its positive gearing to yield
curve steepening and Euro recovery.
Akzo Nobel was the top detractor during the quarter with its
shares declining 5.0% in Canadian dollar terms. Akzo Nobel’s
shares pulled back in late October but has since recovered to a
level close to its 12-month high. Akzo Nobel, a European
chemicals producer, is increasing its focus on growth after a
period of restructuring. With pension risks now well-defined, the
company should be a stable free cash flow generator with
potential for growth through acquisitions. From a valuation
perspective, the company continues to trade at attractive levels
and we believe the valuation gap should continue to close in the
months ahead.

Outlook
Overall, in the period since the U.S. election, markets have reacted
favourably, as investors have taken the view that President Trump
will be successful in stimulating growth. While we remain hopeful
that global growth will accelerate, we see a major risk in whether
Trump can deliver on his promises.
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Meanwhile in Europe, geopolitical events will continue to impact
the investment narrative. Despite the result in the Italian
referendum, investors took the view that the vote for no change
was a positive decision, with the government remaining in place
and the banking sector recapitalization progressing. Risks for a
snap election in 2017 remain, however, adding to an already
crowded election schedule that includes France and Germany.
From a valuation perspective, European valuations have moved
higher after a recent run-up, but given the poor performance we
have seen over the past few years, valuations are now only back
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in line with their long-term averages. Meanwhile, expectations are
for an acceleration in earnings in the time ahead, with IBES
expecting European earnings to grow at almost 14% in 2017,
which is roughly double the long-run rate.
In our view, with a base case that the French and German
elections do not produce adverse outcomes, we believe valuations
should remain steady and therefore equity markets should rise in
line with earnings expectations in 2017, implying for a double digit
return for European markets this year.

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 December 31, 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. 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.
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)
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