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Market overview 

For the quarter ended March 31, 2020, the MSCI All Country Far 

East ex-Japan Index fell 9.9% in Canadian dollar terms. China 

was the best-performing market in the region, while all other 

regional markets fell more than the benchmark index.  

Chinese equities began the reporting period on a positive note 

as China and the U.S. reached a truce in their protracted trade 

talks, culminating in the signing of the ‘phase-one’ trade 

agreement on January 15, 2020. Ahead of the event, the U.S. 

Treasury Department also ended its designation of China as a 

currency manipulator. Shortly thereafter, news broke of a novel 

coronavirus disease, or COVID-19, outbreak. First identified in 

the Chinese city of Wuhan in Hubei province at the end of 

2019, the coronavirus spread quickly nationwide, prompting 

aggressive action by the Chinese government to contain the 

outbreak ahead of the Chinese Lunar New Year. Wuhan and 

other cities were placed under an unprecedented lockdown, 

and strict quarantine and travel restrictions were eventually 

imposed on hundreds of millions of citizens and foreigners. The 

heavy cost to China’s economy was evident in historically low 

readings in February for both the official manufacturing 

Purchasing Managers’ Index (PMI) and the non-manufacturing 

PMI, at 35.7 and 29.6, respectively.   

Encouragingly, new infections in China have fallen significantly 

and the pandemic now appears largely under control. With 

business activities resuming from the middle of March, the 

official manufacturing PMI rebounded in March to 52. While this 

represented an expansion in manufacturing activity from its 

lows in February, the economy is still far from its pre-pandemic 

levels.  

Stimulus measures by the Chinese government to mitigate the 

negative impact of the coronavirus epidemic have thus far 

been limited. The People’s Bank of China (PBOC) cut the 1-

year loan prime rate by 10 basis points in February from 4.15% 

to 4.05% and injected short-term liquidity into the financial 

system. Total social financing (TSF) in January and February of 

this year rose by only 11% to Rmb5.92 trillion, compared to 

Rmb5.34 trillion for the same period last year. Some local 

governments have implemented incentives for car purchases, 

while others have relaxed restrictions on home purchases. In 

total, the announced stimulus measures amount to a little more 

than 2.5% of GDP, significantly less than the Rmb4 trillion or 13% 

of 2008 GDP spent during the Global Financial Crisis. The 

measures are also dwarfed by the stimulus programs 

announced so far by other major economies. Nevertheless, the 

MSCI China Free Index ended the quarter lower by only 2.7% in 

Canadian dollar terms, making it one of the best performing 

markets globally. 

In South Korea and Taiwan, the coronavirus spread also 

appears to be largely under control. South Korea witnessed a 

spike in COVID-19 infections in late February but quickly put 

into place an aggressive coronavirus test-and-quarantine 

scheme that appears to have helped it contain the outbreak. 

As of March 31st, over 400,000 tests had been administered in 

South Korea, one of the highest testing rates globally. With 

global central banks unveiling measures to fight the pandemic, 

the Bank of Korea (BoK) also slashed its key rate by 50 basis 

points to a historical low of 0.75% to combat the economic 

fallout from the COVID-19 outbreak.  

Taiwan, one of the worst-hit countries in the region during the 

severe acute respiratory syndrome (SARS) epidemic, was also 

quick to respond. Screening measures were implemented on 

inbound flights from Wuhan at the end of 2019, and borders 

were closed to Wuhan residents ahead of the Lunar New Year 

holidays in late January. As of March 31st, just 322 confirmed 

cases had been reported in Taiwan, which has a population of 

almost 24 million. Nonetheless, at its March meeting, the 

central bank lowered its benchmark rate for the first time since 

2016 by 25 basis points to a record low of 1.125%.  

Markets in South East Asia underperformed North Asian peers 

during the quarter. Indonesia and Thailand were the worst 

performers due to concerns that their respective governments 

were not taking sufficient actions to contain the pandemic. 

Singapore and Malaysia outperformed as both countries rolled 

out aggressive public health measures and stimulus support to 

mitigate the economic fallout from the pandemic.  

Fund overview 

As of Mar. 31, 2020 3 mo. 1 yr. 3 yr. 5 yr. 10 yr. PSD* 

AGF Asian Growth 
Class (net of fees) – 
Class F 

-9.2% -8.6% 2.5% 1.9% 5.7% 2.4% 

AGF Asian Growth 
Class (net of fees) – 
Class MF 

-9.4% -9.6% 1.4% 0.8% 4.6% 3.9% 

MSCI (All Country) Far 
East Free (Ex-Japan) 
Total Return Index 

-9.9% -6.3% 4.2% 4.3% 8.0% 

F: 5.5% 

MF: 
7.6% 

Source: AGF Investment Operations. *Performance start date (PSD): Class MF 

- October 16, 1991, Class F – April 2, 2000 
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AGF Asian Growth Class outperformed the benchmark during 

the quarter. The Fund’s overweight exposure to China 

contributed positively to performance, while overweight 

exposures to India and Indonesia detracted. Security selection 

was mixed for the quarter. 

During the quarter, the Fund transitioned to a more 

concentrated portfolio strategy. The number of holdings was 

reduced to 30, from 51, over the reporting period. The Fund 

selectively exited positions across the region where earnings 

may be severely impacted by the deteriorating 

macroeconomic environment.  

The Fund increased its exposure to China. The Fund added to 

its e-commerce exposure by initiating a new position in JD.com 

Inc. and adding to Alibaba Group Holdings Limited. The Fund 

also initiated a position in Jiangsu Hengrui Co., Ltd., a leading 

pharmaceutical company in China with the strongest product 

pipeline among peers. 

Exposure to Korea was decreased. We exited several 

companies including shipbuilder Samsung Heavy Industries, 

refiner S-Oil Corporation, tire manufacturer Hankook Tire & 

Technology Group and battery manufacturer Samsung SDI Co. 

on expectations that these companies will face challenging 

operating conditions for some time. The Fund initiated a 

position in convenience store operator BGF Retail Co., Ltd. We 

increased our weighting in Taiwan, where we believe the 

domestic economy should remain more stable given the well-

managed COVID-19 situation. The Fund added to its exposure 

in a major financial holding company as well as the leading 

convenience store operator in Taiwan. It also raised its 

weighting in MediaTek Inc., a handset chip designer, which 

should benefit from improved sales with 5G networks starting to 

be deployed globally. 

In South East Asia, the Fund reduced its exposure to Singapore 

as it exited positions in a leading bank, an industrial 

conglomerate and a technology company. The Fund’s 

exposure to Indonesia was reduced as we took profits on one 

of the country’s leading banks. The Fund exited the Philippines 

on concerns of an economic slowdown due to China’s 

crackdown on offshore gaming operators. 

Outlook 

The spread of the coronavirus has turned global, with major 

European countries and the U.S. now severely impacted. 

Lockdowns across the world to contain the pandemic have 

further disrupted global supply chains and brought global 

demand to a standstill, presenting a threat to China’s recovery 

even as economic activity returns to 70-80% of pre-crisis levels 

within China. 

As the global economy is forced into a recession, the pressure 

is on for the central government to act more decisively. 

Monetary policy in China is expected to remain 

accommodative to facilitate the expansion of fiscal relief. The 

PBOC announced a 100 basis point cut to the reserve 

requirement ratio (RRR) for targeted banks on April 3rd, which 

will release Rmb400 billion worth of liquidity into the financial 

system. We believe there is room for the PBOC to reduce policy 

rates further as domestic inflation has eased with lower food 

prices. We also believe the central government will announce 

more significant fiscal measures following the annual 

parliamentary sessions, which are expected to be held at the 

end of April or early May after being postponed. Further 

stimulus is necessary not only to revive headline growth but also 

to address rising unemployment as more manufacturing jobs, 

particularly those in small and medium-sized enterprises (SMEs), 

are expected to be lost in the coming months due to the 

collapse in global demand. Encouragingly, there have been 

discussions around the issuance of special treasury bonds 

amounting to Rmb2-4 trillion or 2-4% of GDP, which will be used 

to fund loan guarantees and provide capital for smaller banks 

to support lending to SMEs.   

Looking ahead, one key risk for China is a potential second 

wave of COVID-19 cases amidst the push for people to get 

back to work to revive the economy. Encouragingly, the total 

number of confirmed cases has improved over recent weeks, 

with most newly confirmed cases stemming from residents 

returning home.  

While the situation appears largely under control in Korea and 

Taiwan, both governments are rolling out stimulus and relief 

packages to support their economies. Korea is set to hold its 

parliamentary elections on April 15th, with provisions to keep 

voters safe amidst the COVID-19 outbreak. The elections are 

seen largely as a referendum on President Moon. His 

Democratic Party is heading into the elections with strong 

momentum, with his approval rating at multi-month highs amid 

positive assessments of his administration’s response to the 

COVID-19 outbreak.  

The fight against COVID-19 remains intense in India and South 

East Asia, where most remain in lockdown. The global recession 

will likely more severely impact Singapore and Malaysia, whose 

economies are more export-oriented. While both countries will 

likely see contractions in economic growth, their governments 

have responded aggressively in terms of public health 

measures and economic stimulus to cushion the impact. 

Thailand is highly dependent on tourism and its economy will 

likely remain under pressure until the pandemic is under control 

globally. In contrast, Indonesia has not implemented strict 

public health measures, leading to fears that community 

transmission will likely continue and negatively impact 

domestic consumption. The Philippines has imposed a strict 

quarantine on the main island of Luzon. Its economy is heavily 

driven by domestic consumption and will likely remain under 

pressure until the outbreak is contained in the country.
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† 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 March 31, 2020 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 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. For a more detailed explanation, please see AGF.com/disclaimers. 
 

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 22, 2020. 

 

http://www.msci.com/

