AGF EAFE Equity Fund
FUND COMMENTARY FIRST QUARTER 2017

FOR ADVISOR USE WITH INVESTORS

FUND FACTS
FUND CATEGORY:

BENCHMARK INDEX:

International Equity

MSCI EAFE Net Index

DATE OF
INCEPTION:

INVESTMENT STYLE:

PORTFOLIO MANAGERS:

GARP

Highstreet Asset Management Inc.
Robert Yan, Ph.D., CFA

August 2007

Market overview
The MSCI EAFE Index (Net) advanced (+6.2%) in the first
quarter of 2017.
Global equity markets started 2017 strong, as signs of a global
economic recovery continued to emerge in the form of strong
economic sentiment and data. European PMIs were the standout
at the beginning of the year, indicating strong manufacturing
sentiment and remained strong through the quarter. Economic
data supported this sentiment, as most major economies met or
beat labour market, inflation and GDP growth expectations.
The central banks of both Japan and Europe held
accommodative measures steady, providing cautiously optimistic
medium-term growth outlooks, while the U.S. Federal Reserve
raised their key interest rate in March, though noted room for
improvement in the domestic economy.
The oil price traded range bound to begin the year, but fell in
March due to rising U.S. crude oil inventories. Initial optimism
around the Trump administrations’ proposed policies faded as
key healthcare reform failed to materialize on schedule, causing
the U.S. dollar to weaken. Further uncertainty in Europe around
the formal enactment of Brexit, and elections in the Netherlands
and France provided support to the gold price due to its safe
haven status.
From a regional perspective, all four regions posted positive
returns, led by Asia (Developed Markets) (+10.4%), Europe
(+9.7%), the U.K. (+5.7%), while Japan (+6.0%) lagged.
Sector breadth was strong during the period with ten of the
eleven sectors posting positive returns. Information Technology
(+10.6%) and Industrials (8.1%) were the top performers, while
Energy (-2.7%) was the only negative sector and
Telecommunication Services (+4.1%) underperformed the Index.
Within Information Technology, Israeli automotive technology
stock Mobileye (+59.5%) was the top performer, boosted by its
acquisition by Intel. Japanese kakau.com (-18.2%) was the
laggard within the sector, down due to lower than expected
operating results and a depressed forward guidance by
management.
In Industrials, Chinese ship building stock Yangzijiang
Shipbuilding (+42.0%) was the top performer due to stronger
backlog execution. Australian Brambles Limited (-20.1%) was the

poorest performer, down due to competitive pressures from its
U.S. exposure.
In Energy, the top performing stock was Japanese Idemitsu
Kosan (+29.9%) which was helped by higher coal prices. Italian
Saipem SpA (-20.1%) was the laggard due to oversupply of
offshore rigs as well as lower free cash flow guidance due to debt
reductions.
In Telecommunication Services, Swedish stock Millicom
International Cellular (+29.4%) was the top performing stock due
to their shift in focus from African to Latin American markets.
The weakest stock within the sector was British BT Group plc
(-13.1%) which was hurt by the issuance of a profit warning
driven by their Italian business unit.
The top contributor to the Index was Swiss pharmaceutical
Roche Holding (+12.9%) which was supported by positive results
from their Aphinity drug trials. Japanese consumer electronics
stock Sharp Corporation (+80.5 %) was the top performer, as
cautious capital spending and strong cash flow generation
continued to help the stock.
Japanese Toyota Motor Group (-7.5%) detracted the most from
the Index due to weak forecasted sales in the U.S., while the
poorest performing stock this quarter was Swiss Aryzta AG
(-26.4%), down due to lowered earnings guidance driven by
higher labour costs and lower volumes.
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The Fund returned (+4.4%) during the period, underperforming
relative to the Index.
Strong stock selection within Information Technology, and
allocation away from Utilities was not enough to offset value lost
from stock selection in Industrials and Consumer Discretionary.
In Information Technology, holding German Infineon
Technologies (+18.0%), grew due to strong sales and margin
guidance, helped the Fund, as did Chinese Tencent Holdings
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(+15.6%) due to strong earnings driven by their mobile games
division.

with other major central banks remaining cautiously optimistic for
global growth.

In Utilities, holding Australian AGL Energy Limited (+26.7%)
helped the Fund as the stock was supported by strong earnings
and cash flow generation.

From a regional perspective, our analysis has highlighted
opportunities in Europe and we continue to evaluate
opportunities to increase exposure in the regions. The current
environment should be supportive of late cycle stocks,
particularly within the Energy sector, and the Fund continues to
be positioned towards opportunities that will benefit from this
market environment.

In Industrials, value added from holding Japanese Fuji Electric
(+13.8%), which was supported by broad based strength in
operating profits, did not offset poor performance from French
Thales SA (-1.2%) which performed poorly due to lower than
expected earnings.
In Consumer Discretionary, value added from holding Chinese
gaming stock Galaxy Entertainment Group (+25.2%), which was
helped by strong revenues driven by higher gaming volumes,
was tempered by the Fund’s holding in Toyota Motor Group.

Outlook
Global equity markets began 2017 strong, in stark contrast to the
beginning of 2016. The global economic recovery seems to have
regained momentum, spurred by strong economic data as well as
robust sentiment from around the world. However, we expect the
investment backdrop going forward to remain accommodative.
The overall pace of rate hikes in the U.S. should be measured,

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 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 24, 2017

