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Market overview
During the second quarter, the global economy continued to
show signs of slow growth. Global central banks – including the
European Central Bank and the Bank of Japan – maintained their
accommodative monetary policies, which included a continuation
of their negative interest rate policies to spur their local
economies.
During the last several weeks of the quarter, global equity
markets were further disrupted by the surprise result of the
referendum in the U.K. on whether or not to stay in the European
Union. Heading into the vote, the consensus view supported a
“Remain” vote given that undecided voters had historically voted
for the status quo. However, the final result showed a “Leave”
win by a narrow margin. The surprise result rattled investors, as
global equities saw a spike in volatility, selling off in the two
trading days following the vote before recovering somewhat into
the end of the second quarter. Meanwhile, the British pound
plunged more than 10% relative to the U.S. dollar to its lowest
level since 1985, while safe haven assets such as gold and U.S.
Treasuries rose.
Not surprisingly, European equities underperformed as concerns
on the Brexit vote weighed on returns. The Financials sector bore
the brunt of the losses, particularly as Brexit resulted in a
complete pricing out of a 2016 U.S. Federal Reserve Board rate
hike. Inflation edged higher to +0.1% from a year earlier,
compared to a -0.1% decline in May 2016. However, core CPI
(which excludes energy and food) rose to +0.9% in June from
+0.8% in the previous month. First quarter GDP growth of 1.7%
annualized was also stronger than expected, buoyed by solid
growth from France and Germany.
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AGF European Equity Class underperformed the MSCI Europe
Total Return Index during the second quarter, as security
selection detracted from relative performance. Security selection
in the Financials, Consumer Staples and Industrials sectors
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detracted from performance, though this was partially offset by
strong security selection in the Health Care sector. Overall sector
allocation effect was neutral, as an overweight in Energy and
underweight to Consumer Discretionary contributed to
performance, offset by an overweight to Financials and
underweight to Consumer Staples, which detracted.
From a geographic perspective, the Fund’s allocations to
Sweden, Luxembourg and Switzerland contributed to relative
performance, while Italy, the UK and Spain detracted.
In terms of individual holdings, the top contributors during the
quarter were Royal Dutch Shell PLC, BP PLC and Rio Tinto PLC,
while the top detractors were Intesa Sanpaolo, Kingfisher PLC
and Lloyds Banking Group PLC.
Royal Dutch Shell was the top contributor during the quarter with
its shares appreciating 15.5% in Canadian dollar terms. The
company saw its shares rally with the broader Energy sector as
oil prices appreciated during the quarter. With the acquisition of
BG Group, Royal Dutch Shell should benefit from a combination
of synergy upside and capex optimization, which should boost
free cash flow and de-risk the balance sheet and dividend. Royal
Dutch Shell’s shares continue to trade at attractive valuations
relative to its peers and history.
Intesa Sanpaolo was the top detractor during the quarter. The
entire Italian banking sector has been under pressure, as
prolonged weakness in the Italian economy has weighed heavily
on its profitability. Intesa Sanpaolo is currently trading at the
bottom of its historical range on a price-to-net-asset-value basis,
with the market implicitly discounting a tough operational
environment as well as regulatory uncertainty. However, we
believe Intesa Sanpaolo is relatively well positioned among
Italian banks, as it offers better economic returns than its peers,
while also trading at a historically cheap multiple.

Outlook
With the Brexit vote taking investors by surprise, more uncertainty
has been thrust upon Europe. With respect to Brexit, much
remains uncertain, such as the timing of Brexit and what form it
may take with respect to trade agreements and the free movement
of people. We would expect that these issues will take years to sort
out, with the impact to the U.K. economy remaining relatively
localized for the time being.
Economic growth remains weak in Europe and across the world,
and with the added uncertainty of Brexit, we would expect that the
European Central Bank will remain accommodative for the
foreseeable future.
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We continue to believe that the longer-term outlook for European
equities remains positive. Though forward earnings estimates
have come down recently, we believe Europe has a positive
earnings outlook as uncertainty abates and economies improve
over the coming years. For investors with long-term horizons, we
believe there are attractive value opportunities within Europe given
the substantial negative sentiment that has already been priced in.
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Looking ahead, we continue to manage the portfolio on a bottomup basis, looking for the best long-term opportunities from a value
perspective.

ǂ 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. 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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