AGF EAFE Equity Fund
FUND COMMENTARY FOURTH QUARTER 2016

FOR ADVISOR USE WITH INVESTORS

FUND FACTS
FUND CATEGORY:

BENCHMARK INDEX:

International Equity

MSCI EAFE Net Index

DATE OF
INCEPTION:

August 2007

INVESTMENT STYLE:

PORTFOLIO MANAGERS:

Growth at a Reasonable
Price (GARP)

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

Market overview

Distribuidora Internacional de Alimentacion SA fell

The MSCI EAFE Index (Net) advanced 1.7% in the fourth quarter
of 2016.

18.65% due to weak forward guidance.

The surprise result of the U.S. election that saw Donald Trump
becoming President-elect of the U.S. spurred equity markets to
all-time highs. Investors were optimistic on his proposed progrowth policies including fiscal stimulus, tax cuts and
deregulation, leading to higher growth and inflation expectations.
These expectations were further supported by improving Chinese
PMIs, which helped ease concerns over slowing demand from
the manufacturing powerhouse. Economic data from the U.K.
surprised to the upside as the domestic impact from Brexit
seemed muted.
The U.S. Federal Reserve raised their key interest rate in
December as strong economic data led to a stronger U.S.
economy. Conversely, Japanese officials took on a more
accommodative stance, increasing their target monetary base to
¥80 trillion. Both OPEC and non-OPEC member countries
committed to production cuts by the end of the quarter in an effort
to stabilize the oil price. Increased growth and inflation
expectations saw U.S. dollar strength and U.S. bond yield
appreciation, while the gold price fell and volatility was subdued.
From a regional perspective, three of the four regions posted
positive returns, led by Japan up 1.9%, Europe up 1.7% and,
U.K. 1.2%, while Asia (developed markets) lagged, falling 0.7%.
Sector breadth was mixed in the Index, with five of the eleven
sectors posting positive returns, led by Energy up 13.1% and
Financials up 12.1%. Consumer Staples, down 8.1%, and Health
Care, down 5.6%, lagged during the quarter.
In Energy, Italian oil & gas engineering stock Sapiem SPA was
the top performer, up 36.5%, supported by higher oil prices,
strong earnings guidance and cash generation. Australian stock
Caltex Australia Limited fell 13.8%, pulling down the index due to
uncertainties around their acquisition of Wollworths Ltd.’s fuel
business.
In Financials, Dutch Aegon’s growth of 47.3% during the quarter
was the top performer in sector, up due to strong cashflows. An
exception to otherwise solid performance by peripheral European
stocks was Spanish Banco Popular Espanol SA falling 19.9%,
down due to asset quality concerns and a weak capital position.
In Consumer Staples, the top performing stock was Singaporean
Golden Agri-Resources, up 17.1%, supported by increased
demand for palm oils. However, this was not enough to offset
weakness from Spanish

Within Health Care, the top performing stock was Swiss biotech
stock Actelion Ltd, up 28.0%, up due to an impending acquisition
by U.S. Johnson & Johnson. Australian Healthscope Ltd fell
27.7%, lagging within the sector this quarter, down due to a weak
Hospital operating segment and cost pressures.
The top contributor to the Index was Hong Kong bank HSBC
Holdings, up 12.0% due to increased yield expectations.
Japanese consumer electronics stock Sharp Corporation 77.8%
was the top performer this quarter due to a cautious stance
toward major investments, and strong cashflow generating ability.
Swiss food and packaging company Nestle Sa fell 6.8%,
detracting most from the Index due to lower than expected
earnings. The poorest performing stock this quarter was
Australian Vocus Communications, down 39.8% due to lower
than expected earnings contributions from their recent
acquisitions and senior management leadership concerns.
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The Fund returned -1.3% in the fourth quarter of 2016,
underperforming the Index. Value add from Asia (developed
markets) was not enough to offset detraction from the U.K.,
Japan, and Europe.
Strong stock selection within Industrials, and allocation away
from Real Estate was not enough to offset value lost from stock
selection in Consumer Staples and Financials.
In Industrials, Dutch engineering staffing company Randstad
Holding, up 22.1%, was the top contributor to the Fund,
benefitting from strong organic revenue growth despite
challenging industry trends. Exposure to Park24.Co.Lts hurt the
Fund as the stock was down 12.62% due to the acquisition of a
majority stake in Secure Parking.
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In Real Estate, an underweight to Asian stocks such as Hong
Kong REIT Cheung Kong Property Holding down 13.9% due to
weak domestic sales, helped the Fund. Holding Japanese REIT
Japan Retail Fund Investment Corporation down 15.9%,
detracted value as the REIT was hurt by increasing yields and
margin uncertainty around their sales of suburban shopping
centers.
In Consumer Staples, value was lost from holding Japanese Meiji
Holdings as the stock fell 18.5%, hurt by strong competition in the
probiotic yoghurt segment. Value added from avoiding Swiss
Nestle SA offset some of the weakness in the sector.
Value added in Financials from holding Japanese Mitsubishi UFJ
Financial Group Inc. which grew 26.8 on higher yield
expectations was not enough to offset value lost from holding
British Admiral Group Plc down 13.2% which was hurt by
uncertainties surrounding the implications of Brexit.

Outlook
Thus far in 2016, markets have been tested with several major
‘stress’ events that have effectively challenged the global
economy’s capacity to deliver a level of growth that would allow
for broad based sustainable expansion. The global response
towards these events, ranging from governments to central
banks, has been impressive. We believe they have clearly
proven to investors their commitment to support a continued
global recovery and meet future challenges as they arise.
The Fund is well positioned in such an environment. From a
regional perspective, the Fund has increased its exposure to
Europe, while decreasing its exposure to Japan and Asia EM.
From a sector perspective, the Fund has increased its exposure
to Energy, Telecom, Utilities and Consumer Staples while
decreasing its exposure to Information Technology, Financials
and Health Care.
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Effective April 1, 2016, AGF reduced the MF Series management fee from 2.50% to 2.00%.
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).
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.
First publication date: February 1, 2017

