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Market overview* 

The third quarter of 2021 saw a leveling off of COVID-19 cases and marked improvement in vaccination rates, but new 

challenges brought on by the reopening phase troubled financial markets. Increased demand was met with severe labour 

shortages, which together created widespread supply chain constraints and elevated price pressures. This backdrop 

challenged the ‘transitory’ inflation narrative from central banks and put corporate earnings forecasts at risk of downgrade. 

Overseas, China further tightened its regulatory restrictions and geopolitical tensions flared in the U.S., Middle East and 

Europe. Despite increased volatility during the latter-half of the quarter, improved economic recovery supported positive 

equity market returns over the full course of the third quarter. 

The U.S. Federal Reserve (Fed) offered its strongest hint to date towards the winding down of its bond-buying program and 

cleared a path for tapering to begin as early as November. Persistent inflationary pressures were supportive of tightening, as 

the core PCE index (inflation measure) rose to 3.6%, the highest level since 1991 and well above the Fed’s 2% target rate. 

The job market continued its slow recovery with the unemployment improving to 5.2% in August, however with over 8 million 

Americans still out of work, labour shortages created significant economic ripples. Also in Washington, a political fight over 

the U.S. debt ceiling added to bond market uncertainty towards the end of the quarter. 

Central banks’ gradual pivot to less accommodative policy caused modest yield curve steepening in Canada and the U.S. 

Yields in medium-to-long tenors rose with the bellwether U.S. 10-year Treasury yield briefly reaching 1.5%, while the short-end 

remained anchored to near-zero levels. 

Credit spreads were little-changed and remained close to decade-lows during the quarter. Economic reopening reflected 

positively on the corporate sector with high yield and investment grade bonds among the best performing fixed income 

categories.  

Fund performance and overview 

As of September 30, 2021 (net of fees) 3 mo. 1 yr. 3 yr. 5 yr. 10 yr. 

AGF Global Sustainable Balanced Fund 
– Series MF 2.1% 10.4% 5.4% 3.9% 4.8% 

AGF Global Sustainable Balanced Fund 
– Series F 2.4% 11.9% 7.0% 5.5% 6.3% 

Index** 1.5% 9.4% 7.9% 6.4% 6.4% 

Source: AGF Investments Inc. Past performance is not indicative of future returns. One cannot invest directly in an index.  

** Benchmark is 65% MSCI World Net Index / 35% Bloomberg Global Aggregate Bond (CAD-Hedged) Index 

Series MF MER: 2.06%, Series F MER: 0.75%, as of March 31, 2021. 

AGF Diversified Income Fund was renamed AGF Global Sustainable Balanced Fund on April 30, 2021. Effective April 30, 2021, the Fund’s 
investment objective was changed to allocate the Fund’s capital to equity and fixed income asset classes outside of Canada as well as to incorporate 
concepts of sustainable development into the Fund’s approach to investing. Performance prior to this date would have been different had the current 
objective been in effect. Effective May 1, 2021, AGF reduced the MF Series management fee from 2.35% to 1.90%. 

Effective August 9, 2021, AGF Investments LLC is a subadvisor to AGF Global Sustainable Balanced Fund. 
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During the quarter, AGF Global Sustainable Balanced Fund outperformed the benchmark index as sustainable themes 

generally outpaced the broader market. Security selection in the Materials and Health Care sectors strongly contributed to 

returns. This was partially offset by select Consumer Staples holdings, which detracted.  

From a geographic perspective, the Fund’s allocations to Japan and Sweden contributed, while Finland and Spain 

detracted.  

The Fund’s Health & Well Being theme accounted for the largest share of returns, while Energy & Power Technologies and 

Water & Wastewater Solutions also contributed. Holdings within the Waste Management & Pollution Control theme partially 

detracted during the quarter. Among the sub-themes, Healthy Living and Automation & Process Control offered the 

strongest contributions, while Emissions Control and Renewable Energy Production recorded the largest losses.    

With respect to individual holdings, given strong equity market performance, the top contributors during the quarter 

included equity shares of Albemarle Corp., Danaher Corp., and Keyence Corp., while the most significant detractors were 

equity shares of Metso Outotec OYJ, Beyond Meat Inc. and NFI Group Inc.  

Albemarle, a top contributor in the third quarter, is a specialty chemicals producer and one of the world’s leading lithium 

producers. Its investor day held in September outlined significant growth in lithium demand over the next five years. This 

high-margin area of their business, which already accounts for around 40% of net sales, should serve as a lasting catalyst. 

On a macro level, the company is well positioned to benefit from accelerating electric-vehicle demand backed by 

government subsidies and a commitment from automakers to invest further in this space. From a thematic perspective, we 

favour the company as a way of accessing battery-grade lithium conversion capacity without taking on excessive risk in 

junior exploration companies.  

Metso Outotec, who provides process technology, equipment, services and consumables in the minerals, metals and 

aggregates industries was among the largest detractors. It provides expertise and services in the recycling and energy 

sectors. However, the company’s shares fell in early-August after quarterly reported earnings and sales missed consensus 

expectations. We continue to favour Metso Outotec as the earnings miss was due in large part to supply chain disruptions, 

which are expected to subside in the coming months. From a sustainability perspective, Metso Outotec offers sustainable 

technologies and services that reduce the consumption of energy and water from the mining and minerals sectors, which 

are traditionally high emitters. By owning Metso Outotec in the Fund, we participate in the company’s solutions towards 

increased process efficiency, recycling and reprocessing of tailings and waste.   

Late in the quarter, we initiated a new position in a European automotive company that aligns with our EV & Autonomous 

Transport sub-theme. The company forecasts half of its lineup will be represented by electric vehicles in the next five years 

and has invested significantly to transition its business towards electrification. 

Outlook 

The third quarter of 20201 provided a very strong rebound from the dramatic cyclical rotation witnessed in the first few 

months of the year. That said, we did experience another sharp cyclical rotation in the last two weeks of the quarter, 

coincident with more positive data on the Delta variant.  

We anticipate financial markets will continue to debate whether we have fully exited a ‘growth scare’ and are now 

entering a period of more sustained growth coupled with higher inflation and interest rates, or just the opposite. We are 

firmly of the belief that the economy is indeed slowing, albeit coming off very high levels of rebound post the COVID-19 

decline. If this narrative is indeed accurate, volatility in rates should subside and provide a strong backdrop for many of our 

themes which generate higher growth rates than the economy as a whole.  

We feel the portfolio is well positioned for a correction in equity markets and/or a return to lower growth expectations. 

Given our lack of ownership in highly cyclical sectors such as Financials and Commodities (due to a lack of meaningful 

growth to our sustainability themes), we are challenged in periods of reflation rotation. Fortunately, these periods are 

relatively short in duration if history is any guide.  
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From a fixed income perspective, credit spreads are tight because of the supportive economic backdrop, but given 

healthy cash flows and low default levels, corporate bonds should help offset government bond weakness despite their 

historically low yields. The current ‘coupon clipping’ environment is expected to continue through the remained of 2021 and 

is most favoured among fixed income categories.    

Given our anticipation that the recent rise in yields has further to run, shorter duration positioning is favoured at this time. 

Risk-on sentiment propelled by continued economic reopening and some alleviation in supply-chain bottlenecks would 

bode well for the corporate sector, and in such a case should continue to drive fixed income returns as we close out 2021. 
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On April 2, 2012, the Fund’s benchmark changed from a blended index of 50% FTSE Canada Universe Bond Index / 25% Barclays Capital U.S. Corporate High-
Yield Index / 15% S&P/TSX Composite Index / 10% MSCI World REIT Index Net to a blended index of 50% FTSE Canada Universe Bond Index / 12.5% Barclays 
Capital U.S. Corporate High-Yield Index (local) / 12.5% FTSE Canada High-Yield Bond Index / 15% S&P/TSX Composite Index / 10% MSCI World REIT Index 
Net. Then on June 1, 2013, the benchmark changed to a blended index of 50% FTSE Canada Universe Bond Index / 20% Barclays Capital U.S. Corporate High-
Yield Index (local) / 5% FTSE Canada High-Yield Bond Index / 15% S&P/TSX Composite Index / 5% MSCI World REIT Index Net / 5% MSCI All Country World 
Total Return Index (local). Then on June 1, 2016, the benchmark changed to a blended index of 50% FTSE Canada Universe Bond Index / 25% Barclays Capital 
U.S. Corporate High-Yield Index (local) / 10% S&P/TSX Composite Index / 15% MSCI All Country World Total Return Index (local). Then on September 1, 2019, 
the benchmark changed to a blended index of 50% Bloomberg Canadian Aggregate Bond Index / 25% Bloomberg U.S. Corporate High Yield Bond Index (local) 
/ 10% S&P/TSX Composite Index / 15% MSCI ACWI Index (local). Then on April 30, 2021, the benchmark changed to a blended index of 65% MSCI World Index 
/ 35% Bloomberg Global Aggregate Bond (CAD-Hedged) Index. In all cases, the benchmark changes were applied from that date forward. 

This document is intended for advisors to support the assessment of investment suitability for investors. Investors are expected to consult their advisor to 
determine suitability for their investment objectives and portfolio. 

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, all 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 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). 

“Bloomberg®” and Bloomberg Global Aggregate Bond (CAD-Hedged) Index are service marks of Bloomberg Finance L.P. and its affiliates, including Bloomberg 
Index Services Limited (“BISL”), the administrator of the index (collectively, “Bloomberg”), and have been licensed for use for certain purposes by AGF 
Management Limited and its subsidiaries. The AGF Global Sustainable Balanced Fund is not sponsored, endorsed, sold or promoted by Bloomberg. Bloomberg 
does not make any representation or warranty, express or implied, to the owners of or counterparties to the AGF Global Sustainable Balanced Fund or any 
member of the public regarding the advisability of investing in securities generally or in the AGF Global Sustainable Balanced Fund particularly. The only 
relationship of Bloomberg to AGF Management Limited or its subsidiaries is the licensing of certain trademarks, trade names and service marks and of the 
Bloomberg Global Aggregate Bond (CAD-Hedged) Index, which is determined, composed and calculated by BISL without regard to AGF Management Limited or 
its subsidiaries or the AGF Global Sustainable Balanced Fund. Bloomberg has no obligation to take the needs of AGF Management Limited or its subsidiaries or 
the owners of the AGF Global Sustainable Balanced Fund into consideration in determining, composing or calculating the Bloomberg Global Aggregate Bond 
(CAD-Hedged) Index. Bloomberg is not responsible for and has not participated in the determination of the timing of, prices at, or quantities of the AGF Global 
Sustainable Balanced Fund to be issued. Bloomberg shall not have any obligation or liability, including, without limitation, to the AGF Global Sustainable Balanced 
Fund customers, in connection with the administration, marketing or trading of the AGF Global Sustainable Balanced Fund. 

BLOOMBERG DOES NOT GUARANTEE THE ACCURACY AND/OR THE COMPLETENESS OF THE BLOOMBERG GLOBAL AGGREGATE BOND (CAD-
HEDGED) INDEX OR ANY DATA RELATED THERETO AND SHALL HAVE NO LIABILITY FOR ANY ERRORS, OMISSIONS OR INTERRUPTIONS THEREIN. 
BLOOMBERG DOES NOT MAKE ANY WARRANTY, EXPRESS OR IMPLIED, AS TO RESULTS TO BE OBTAINED BY AGF MANAGEMENT LIMITED OR ITS 
SUBSIDIARIES, OWNERS OF THE AGF GLOBAL SUSTAINABLE BALANCED FUND OR ANY OTHER PERSON OR ENTITY FROM THE USE OF THE 
BLOOMBERG GLOBAL AGGREGATE BOND (CAD-HEDGED) INDEX OR ANY DATA RELATED THERETO. BLOOMBERG DOES NOT MAKE ANY EXPRESS 
OR IMPLIED WARRANTIES AND EXPRESSLY DISCLAIMS ALL WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR 
USE WITH RESPECT TO THE BLOOMBERG GLOBAL AGGREGATE BOND (CAD-HEDGED) INDEX OR ANY DATA RELATED THERETO. WITHOUT 
LIMITING ANY OF THE FOREGOING, TO THE MAXIMUM EXTENET ALLOWED BY LAW, BLOOMBERG, ITS LICENSORS, AND ITS AND THEIR 
RESPECTIVE EMPLOYEES, CONTRACTORS, AGENTS, SUPPLIERS, AND VENDORS SHALL HAVE NO LIABILITY OR RESPONSIBILITY WHATSOEVER 
FOR ANY INJURY OR DAMAGES – WHETHER DIRECT, INDIRECT, CONSEQUENTIAL, INCIDENTAL, PUNITIVE OR OTHERWISE – ARISING IN 
CONNECTION WITH THE AGF GLOBAL SUSTAINABLE BALANCED FUND OR BLOOMBERG GLOBAL AGGREGATE BOND (CAD-HEDGED) INDEX OR 
ANY DATA OR VALUES RELATING THERETO – WHETHER ARISING FROM THEIR NEGLIGENCE OR OTHERWISE, EVEN IF NOTIFIED OF THE 
POSSIBILITY THEREOF. 
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The commentaries contained herein are provided as a general source of information based on information available as of September 30, 2021 and are not 
intended to be comprehensive investment advice applicable to the circumstances of the individual. 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 AGF Investments accepts no responsibility 
for individual investment decisions arising from the use or reliance on the information contained here. 

AGF Investments is a group of wholly owned subsidiaries of AGF Management Limited, a Canadian reporting issuer. The subsidiaries included in AGF Investments 
are AGF Investments Inc. (AGFI), AGF Investments America Inc. (AGFA), AGF Investments LLC (AGFUS) and AGF International Advisors Company Limited 
(AGFIA). AGFA and AGFUS are registered advisors in the U.S. AGFI is a registered as a portfolio manager across Canadian securities commissions. AGFIA is 
regulated by the Central Bank of Ireland and registered with the Australian Securities & Investments Commission. The subsidiaries that form AGF Investments 
manage a variety of mandates comprised of equity, fixed income and balanced assets. 

TM  The “AGF” logo and “Invested in Discipline” are registered trademarks of AGF Management Limited and used under license.  

Publication date: November 10, 2021 


