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Market overview 

World equity markets were abysmal over the first quarter of 2020, 

as a strong start to the year was obliterated by the coronavirus-

driven market plunge. Following the best year for equities since 

the financial crisis and a strong start to 2020, the pandemic hit 

markets hard in mid-February, putting an end to the longest 

equity bull market in history. All major world markets posted 

double-digit negative returns over the quarter. 

The top performers on a relative basis were Developed Markets, 

led by Japan down only 16.6% (all numbers in US$ except 

Canada in C$) and the United States with the S&P 500 down 

19.6%. Canada performed in the middle of the pack, down 

20.9% while Europe as a whole declined 24.2%. Emerging 

Markets underperformed in the risk-off environment with the 

group down 23.6%. Bond market performance was positive as 

interest rates plunged and investors fled to safety.    

Taking a closer look at the Canadian equity markets, the 

S&P/TSX Composite’s 20.9% decline was broad-based with all 

sectors in negative territory. Economically sensitive sectors were 

most impacted as the Canadian and world response to the 

coronavirus pandemic effectively shut down large swathes of 

the global economy.  

The weakest performers were Energy down 37% (also impacted 

by the Saudi Arabian oil price war), Health Care (now 

dominated by Marijuana stocks) down 37%, Consumer 

Discretionary down 33% and Real Estate down 28%. More 

defensive, recession resistant sectors outperformed with Utilities 

down just 5%, Communication Services down 8%, Consumer 

Staples down 9% and the Gold subsector, often viewed as a safe 

haven, down 11%. Information Technology was the strongest 

performer, down 4% as index heavyweight Shopify gained 14%. 

Fund Overview (Net of Fees $CAD) 

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

AGF Tactical Income Fund -18.0% -12.3% -2.9% 0.5% 2.8% 5.8% 

60% S&P/TSX Composite 

Index / 25% BBGBarc Cdn 

Agg Bond Index / 15% 

S&P/TSX Capped REIT 

Index 

-15.8% -10.1% 0.3% 1.9% 4.4% 7.1% 

Source: AGF Investment Operations, Morningstar as at March 31, 2020. 

* Performance start date (PSD): February 16, 1996. 

The AGF Tactical Income Fund modestly underperformed its 
benchmark over the two month period ending February 29th, 
returning -1.8% versus a 1.5% decline for the benchmark. 
Underperformance was driven by asset allocation. The Fund was 
overweight Canadian equities, which underperformed, and 
correspondingly underweight fixed income and REITs, which 
outperformed. The Fund’s allocations to foreign equities and 
preferred shares were a drag on relative performance as they 
underperformed the benchmark. 

Within the equity component of the portfolio, the Fund’s 
holdings outperformed the S&P/TSX Composite Index. Security 
selection was the strongest contributor, most notably in 
Materials, Utilities and Financials where the portfolio 
outperformed the bencmark sectors by 12%, 8% and 2% 
respectively. The biggest contributor was top holding Brookfield 
Asset Management which gained 7%. Currency also 
contributed as the Fund’s foreign equites were unhedged and 
the C$ weakened from US$0.770 to US$0.747. Sector allocation 
was a drag, most notably an undereweight position in 
Information Technology, the strongest performing sector. 

Within the fixed income portion of the portfolio, the Fund 
underperformed the benchmark Bloomberg Barclays Canadian 
Aggregate Bond Index. The Fund’s fixed income holdings, which 
are primarily high-yield corporate debt, underperformed the 
longer duration more rate-sensitive benchmark as interest rates 
plunged over the period.  The Fund’s preferred shares, which are 
largely rate resets, also underperformed in the declining rate 
environment. 

The Fund continued to reduce equity market risk over the period 
in favour of more defensive fixed income.  The Fund added four 
new positions including bond issues from MEG Energy, 
AutoCanada and Great Canadian Gaming, as well as a 
convertible debenture from Ag Growth International. The Fund’s 
equity position in Cinexplex Inc. was sold following an acquisition 
offer by Cineworld.  

AGFiQ took over management of the AGF Tactical Income Fund 
on March 3, 2020. Given the market environment at the time with 
the speed and depth of the market correction, AGFiQ did not 
want to be in a situation of forced selling. Once the market 
stabilized and began to bounce back, AGFiQ was more 
comfortable starting the transition. AGFiQ continues to transition 
the portfolio in measured steps and will be able to provide more 
colour once the transition is fully completed 
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All information is in Canadian dollars unless otherwise stated. 

 

On May 1, 2012, the Fund’s benchmark changed from a blended index of 75% S&P/TSX Composite Index / 25% FTSE Canada Universe Bond Index 
to a blended index of 60% S&P/TSX Composite Index / 25% FTSE Canada Universe Bond Index / 15% S&P Capped REIT Index. The benchmark 
change was applied from this date forward. On September 1, 2019, the Fund’s benchmark changed from a blended index of 75% S&P/TSX Composite 
Index / 25% FTSE Canada Universe Bond Index to a blended index of 60% S&P/TSX Composite Index / 25% Bloomber Barclays Canadian Aggregate 
Bond Index / 15% S&P Capped REIT Index. The benchmark change was applied from this date forward. 

 

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. Investors are expected to obtain professional invesment advice. 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. 
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