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Market overview 

During the fourth quarter of 2017, global equities continued to 

rally, reflecting the coordinated global growth environment 

which remained supportive.   

In the U.S., equities continued to post solid gains. 

Macroeconomic data showed that the U.S. economy grew at 

a 3.2% annual rate in the third quarter, its fastest pace in more 

than two years, powered by robust business spending. 

Meanwhile, the ISM Manufacturing Purchasing Manager’s 

Index accelerated to 59.7 at the end of the quarter, the 

highest level in a decade. Equity markets were further 

supported by the passage of a tax bill in Congress, which 

included the lowering of the corporate tax rate from 35% to 

21%, allowing tax repatriation at a 15.5% rate, and increasing 

deductions for capital spending. In response to the strong 

economic environment, the U.S. Federal Reserve raised the fed 

funds rate in December, as widely expected, and telegraphed 

several more rate hikes to come in 2018.  

In Canada, macroeconomic data remained mostly supportive, 

though data showed that the Canadian economy slowed to a 

1.7% annualized growth rate in the third quarter, with weaker 

exports putting downward pressure on growth. However, GDP 

growth forecasts remained strong, with the IMF forecasting 

Canada to lead the G7 in GDP growth in 2017 and 2018, while 

the labour market remained robust, with the unemployment 

rate falling to 5.7% in December – the lowest mark ever 

recorded in more than 40 years of data. With the mostly 

supportive economic data, expectations grew for the Bank of 

Canada to raise interest rates again in mid-January. As a result, 

the Canadian dollar rallied to close the year, ending the 2017 

at 79.5 cents USD. 

 

 

 

 

 

 

Fund overview 

As of December 

31, 2017 

3 mo. 6 mo. 1 yr. 3 yr. 5 yr. 10 yr. PSD* 

AGF Canadian 
Stock Fund        
(Series F net of 
fees) 

4.2% 7.9% 9.0% 4.9% 7.0% 2.4% 5.6% 

AGF Canadian 
Stock Fund        
(Series A net of 
fees) 

3.9% 7.3% 7.8% 3.7% 5.8% 1.2% 4.4% 

S&P/TSX 
Composite Total 
Return Index  

4.5% 8.3% 9.1% 6.6% 8.6% 4.7% 7.4% 

Canadian 
Focused Equity 
Category Avg 

3.9% 6.1% 8.5% 6.4% 10.2% 4.8% - 

Quartile Rank 
(Series A Net) 

3 2 3 4 4 4 - 

Source: AGF Investment Operations, Morningstar 

*Performance start date (PSD): July 9, 2001 

 

For the quarter ending December 31, 2017, the Fund slightly 

underperformed the benchmark. The Fund maintained its 

currency hedge on its U.S. dollar exposure, though this had a 

minimal effect on relative performance, as the currency rate 

held steady. 

The Fund benefitted from positive sector allocation effect, as 

an overweight to Health Care and underweight to Energy 

contributed. Security selection effect was relatively neutral, as 

selection in Materials contributed but was offset by negative 

security selection in Financials.  

In terms of individual holdings, the top contributors during the 

quarter included Labrador Iron Ore Royalty Co., Moelis & Co. 

and First Quantum Minerals Ltd., while the top detractors 

included First Republic Bank, Laurentian Bank of Canada and 

Gluskin Sheff & Associates. 

The top contributor during the period was Labrador Iron Ore 

Royalty Co. Labrador Iron Ore Royalty derives income wholly 

from the Iron Ore Company of Canada (IOC), where it holds a 

15% equity interest, a 7% gross overriding royalty and a $0.10 

per tonne commission on all sales. During the quarter, the 

company’s shares appreciated strongly in concert with rising 



Fund Commentary  Fourth Quarter 2017  

 

  2 

 

base metal prices. With production at IOC expected to 

modestly increase in the coming year and a supportive price 

environment for iron ore, the outlook for special dividends from 

Labrador Iron Ore Royalty continues to look attractive. 

The top detractor during the quarter was First Republic Bank. 

First Republic offers private banking, private business banking 

and private wealth management in offices primarily in San 

Francisco, Los Angeles, San Diego, Portland, Boston and New 

York City. Since its inception, the bank has recorded consistent 

growth and profitability, with a focus on exceptional customer 

service. The bank focuses on high net worth households in 

affluent markets. During the quarter, the company’s shares 

weakened due in part to net interest margin (NIM) pressures as 

a result of loan competition. However, we believe the 

company remains well positioned as NIM pressures subside. 

Also, the bank issues a significant number of jumbo mortgages 

to their affluent customer base. There has been an overhang 

on the stock as there is uncertainty on whether wealthy 

Americans will curtail the amount of debt used to purchase a 

residence, since only $500,000 of interest expense can be 

deducted, as part of newly introduced tax reform. However 

we believe this to be a transitory impact and the company 

continues to operate well. 

 

Outlook 

Since the U.S. election, we have seen a remarkable rally in 

global equity markets, reflecting a more business-friendly policy 

environment as well as stronger global economic growth. 

Indeed, we have seen Canadian, U.S. and global economic 

data accelerate throughout much of 2017. With the exception 

of a few emerging market economies, global real GDP is 

expanding year-over-year, and manufacturing PMIs are 

expanding.  

Energy has been a source of detraction for our portfolios this 

year, as we have seen the Energy sector underperform the 

broader market by one of the largest margins in history. Our 

view is that Energy equities have disconnected from oil prices, 

as WTI oil prices remain in a trading range. We remain of the 

view that over time, supply and demand balance will return to 

the market and oil prices should drift moderately higher. Within 

the sector, we continue to endeavour to own companies that 

can remain profitable at the current range-bound oil price 

environment. 

Overall, despite the assortment of global economic risks, we 

remain relatively optimistic and constructive on equities. Our 

view is that both Canada and the U.S. economies are in good 

shape and have accelerated throughout much of 2017. We 

believe the cyclical market upturn is likely not over, and would 

view any corrections as potential buying opportunities. 

We continue to be focused on selecting what we deem to be 

high-quality stocks with quality assets, high return on 

investment, strong balance sheets and sustainable and 

growing dividends. We believe this approach will endure, and 

over time will prove to outperform through all economic 

scenarios. 

 

 

 
 

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. 

 

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, 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.  
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