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Beyond uncertainty lies a 
world full of opportunity 
Protecting future income and growth with a global perspective 





  

 
 

 
 

What is income? It can mean a form of tax liability,  

a security asset class, a part of an investment 

return profile or simply cash flow from a variety  

of sources. Ultimately, income is what individuals 

need to afford the lifestyle they desire. 

To achieve this outcome, there are many investment factors that need 
to be considered. Probably the most critical factor is yield. Yield can 
help improve an investment’s total return profile, cushion an investment 
portfolio in times of volatility or directly fund a retirement income plan. 
Finding yield, however, has been a challenge. 
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Market Headwinds 
Investors face a number of headwinds 
when considering an investment 
strategy that can generate the yield 
they need to meet their financial 
goals. Taking an active approach to 
generating yield can help investors 
manage through these headwinds: 

20182002 

2.3% 

5.4% 
10 year Canadian Government Bond Yield1 

Growth of $10,000 After 10 Years2 

$19,682 
MSCI All Country World Index - Total Return 

2018 $14,721 
MSCI All Country World Index - Price Return 

5 year GIC Rate3 

3.3% 
1.9%

 EM Bond Yield3 

2002  2018 2002  2018 

5.3% 

3.3% 

1 Source: Bloomberg from November 30, 2002 to November 30, 2018. 
Developed countries selected based on their relative economic size in relation 
to other developed nations. 

2 Source: Morningstar Research Inc. as at November 30, 2018. 
Returns are based in local currencies. 

3 Source: GIC Rates - Statistics Canada; EM Bond Rates: Morningstar Research Inc. based 
on MSCI EM Index, weighted yield to maturity as at November 30, 2018. 

For illustration and educational purposes only. Not to be construed as investment 
advice. All indices referenced above are unmanaged and unavailable for direct investing. 
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Constrained Yields 

We’ve been in a sustained period of falling 
rates that have only recently begun to 
tick upwards in North America. However, 
we won’t likely see the heights reached 
prior to the 2008 Financial Crisis. 

Rising Rates 

The U.S. Fed and Bank of Canada  
have begun increasing interest rates  
and there are indications that this trend 
will likely continue. Rising rates tend to 
have an inverse relationship with the 
prices of traditional fixed income 
investment solutions. 

Risk/Reward Inconsistency 

As interest rates continue to rise, 
investments with inherently less risk 
begin to look more attractive. But some 
perspective is important as there exists 
the potential for a high opportunity cost 
to locking in at today’s rates instead of 
participating as yields continue to rise. 

Bonds 

In the face of constrained 
yields, the need for strong 
core fixed income solutions 
plus yield diversifiers are 
becoming increasingly 
important. 

Equities 

Increasing exposure to 
quality dividend paying 
equity solutions can help 
mitigate the risk of rising 
rates while providing 
greater sources of yield. 

Alternative Sources 

Alternative sources of 
income can come from a 
specialized sector, a different 
approach to dividend growth 
or broader exposure to global 
debt securities. 
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Bonds 

The need for stable domestic core fixed income has not necessarily diminished. 
However, to combat constrained yields, combining strong core fixed income with 
diversified sources of yield can help portfolios provide a more comfortable risk/ 
return profile while still participating in a rising market. 

Generating Yield Continues to Be a Challenge 

Developed Markets 10-Year Government Bond Yields 

6% 

5% 

4% 

3% 

2% 

1% 

0% 

U.S. UK Canada 

Source: Bloomberg from November 30, 2005 to November 30, 2018. Developed countries selected based on their relative economic size in relation to other 
developed nations. 

Nov-05 Nov-06 Nov-07 Nov-08 Nov-09 Nov-10 Nov-11 Nov-12 Nov-13 Nov-14 Nov-15 Nov-16 Nov-17 Nov-18 

Portfolio 
Solutions: 

AGF 
Fixed Income 
Plus Fund 

AGF 
Total Return Bond 
Fund/Class 

AGFiQ Enhanced 
Core Global Multi-Sector 
Bond ETF (QGB) 

100% 
Hedged back to the C$ 

Over 20% exposure 
to higher yielding 
fxed income 

Broad exposure to 
global fxed income 

Factor-based approach to 
global fxed income 
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Taking an Active Approach to Fixed Income 

Focusing on domestic bonds can be a good strategy for certain investors. However, in order to 
increase yield potential and combat a changing rate environment, an active, diversified approach 
to fixed income is increasingly necessary to mitigate risk and increase risk-adjusted returns. 

Like Equities, Fixed Income Diversification is Becoming Increasingly Important 

2010 2011 2012 2013 2014 2015 2016 2017 
Real Return Real Return Global HY Bonds Convertible Bonds U.S. Bonds Convertible Bonds Global HY Bonds U.S. Bonds 

+11.09% +18.35% +16.96% +24.70% +15.52% +21.58% +10.32% +9.61% 
Global HY Bonds DM Bonds EM Bonds Global HY Bonds EM Bonds EM Bonds U.S. Bonds Convertible Bonds 

+8.83% +12.62% +15.33% +14.53% +14.20% +21.47% +6.91% +8.43% 
CAD Corp. Bonds U.S. Bonds Convertible Bonds FR Loans Real Return U.S. Bonds FR Loans CAD Corp. Bonds 

+7.34% +10.51% +10.06% +12.35% +13.18% +20.59% +6.35% +3.38% 
EM Bonds CAD Gov t Bonds FR Loans U.S. Bonds Convertible Bonds FR Loans EM Bonds Global HY Bonds 

+6.95% +10.20% +7.24% +4.55% +12.96% +19.11% +6.08% +3.18% 
CAD Gov t Bonds EM Bonds CAD Corp. Bonds Global Bonds FR Loans Global HY Bonds CAD Corp. Bonds CAD Gov t Bonds 

+6.51% +9.62% +6.22% +3.94% +10.75% +16.67% +3.73% +2.18% 

Source: Morningstar Research Inc. as at November 30, 2018, based on the 5-year annualized rate of return. Real Return by FTSE Canada Real Return Bond, Global HY Bonds by 
Bloomberg Barclays Capital Global High Yield TR C$, CAD Corp. Bonds by FTSE Canada All Corp Bond, EM Bonds by Bloomberg Barclays Capital EM USD Aggregate TR USD, CAD 
Gov't Bonds by FTSE Canada All Government Bond, U.S. Bonds by Bloomberg Barclays Capital US Agg Bond TR USD, DM Bonds by S&P Global Developed Sovereign Bd TR USD, 
Convertible Bonds by ICE BofAML Global 300 Convertible Bond TR USD, FR Loans by S&P/LSTA Leveraged Loan TR. 

Historical Impact of Greater Fixed Income Diversification 

R
et
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n 

20% 

15% 

10% 

5% 

0% 

The addition of a 
variety of fixed income 
solutions to a core fixed 
income portfolio has 
the potential to increase 
risk-adjusted returns. 

Allocation 
10% 20% 30% 40% 50% 60% 70% 80% 90% 

Domestic High Yield Convertible Emerging 
Fixed Income Bonds Bonds Market Debt 

Source: Morningstar Research Inc. as at November 30, 2018, based on the 5-year annualized rate of return. Domestic Fixed Income represented by FTSE TMX Canada Universe 
Bond Index, High Yield by Bloomberg Barclays Capital Global High Yield TR Index (USD), Convertible Bonds by ICE BofAML Global 300 Convertible Bond TR Index (USD) 
Emerging Market Debt by Bloomberg Barclays Capital EM Aggregate TR Index (USD). 

AGF 
High Yield 
Bond Fund 

AGF 
Global Convertible 
Bond Fund 

AGF 
Global 
Bond Fund 

AGF 
Floating Rate 
Income Fund 

90% exposure to high 
yield corporate bonds 

100% allocation to convertible 
corporate bonds 

Over 80% investing in 
global government bonds 

85% exposure 
to term loans 

Data is as at December 31, 2018. Portfolio holdings and market exposure may change at any time due to ongoing portfolio transactions. For complete information about an 
investment fund managed by AGF Investments, please refer to the funds' simplifed prospectus and/or Fund Facts or ETF Facts (as applicable) which are available on www.AGF.com. 
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Equities 

Increasing exposure to quality dividend paying equity solutions can help 
mitigate the effects of rising rates and provide greater sources of yield. 

Dividends Can Be Additive to an Investment Portfolio's Total Return Profile 

Growth of $10,000 of the MSCI ACWI - Total Return vs. Price Return 

$25,000 

$20,000 

$15,000 

$10,000 

$5,000 

0 

MSCI ACWI Total Return MSCI ACWI Price Return 

Source: Morningstar Research Inc. as at November 30, 2018. Returns are based in local currencies. 

$19,682
 Total Return 

$14,721
 Price Return 

‘08 ‘09 ‘10 ‘11 ‘12 ‘13 ‘14 ‘15 ‘16 ‘17 ‘18 

Portfolio 
Solutions: 

AGF AGF AGF 
Global Strategic Canadian Large Emerging Markets 
Balanced Fund Cap Dividend Fund Balanced Fund 

Global dividend exposure Combination of dividends Complete exposure 
matched with diversifed and capital growth from to the emerging markets 
fxed income Canadian companies and 

interest income 
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$13,829

$10,805
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Locking in to Today’s Rates Can Reduce Future Growth Potential 

Seeking exposure to a diversified set of yield solutions has the potential to provide capital 
appreciation while ensuring continued market participation. 

Rolling 5-year Returns - GICs vs. a Balanced Portfolio 

$20,000 

$10,000 

0 

$10,805 
GIC 

$13,829
 Balanced 

2013 2014 2015 2016 2017 2018 

Balanced Portfolio Average 5-year GIC 

Source: Morningstar Research Inc, as at November 30, 2018. Rolling 5-year Return based on an investment of $10,000 – GICs vs. Balanced Portfolio (40% bonds 
(30% FTSE Canada Bond Universe Index/10% Bloomberg Barclay Capital Global Aggregate Bond index (C$)), 60% Equity (30% S&P/TSX Composite TR Index, 
15% S&P500 (C$), 15% MSCI EAFE Index (C$)). Mutual funds, unlike GICs, are not insured by the Canada Deposit Insurance Corporation or any other deposit insurer, 
nor guaranteed by any entity. 

AGF 
Tactical 
Income Fund 

Domestic balanced 
portfolio with some 
global exposure 

AGFiQ 
Dividend 
Income Fund 

100% invested in Canadian 
dividend-paying companies; 
0-1% cash at any given time 

AGF 
Global Dividend 
Class/Fund 

100% exposure to 
global dividend-paying 
companies 

Data is as at December 31, 2018. Portfolio holdings and market exposure may change at any time due to ongoing portfolio transactions. For complete information about an 
investment fund managed by AGF Investments, please refer to the funds' simplifed prospectus and/or Fund Facts or ETF Facts (as applicable) which are available on www.AGF.com. 
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Alternative Sources 

Alternative sources of income can come from a specialized sector, such as 
listed infrastructure, a different approach to achieving dividend growth 
or identifying sources of income that go beyond domestic markets. These 
investment vehicles can provide investors with the ability to further broaden 
their sources of yield and increase their potential to generate return in almost 
any market environment. 

Taking a Factor-based Approach to Finding Dividend-Paying Companies 

Traditionally, the focus has tended to be on a company’s ability to pay out a dividend or the 
priority placed on paying out a dividend. However, not enough focus is placed on the factors 
that can help predict ongoing dividend growth. There are more than 250 factors that have 
the potential to predict dividend growth over time. Reducing that number down to the 
factors or combination of factors that have this necessary predictive power has become 
a new challenge. 

AGFiQ's investment team uses a proprietary model to isolate over 40 factors of various yield 
sectors that can help determine a company’s propensity to pay or grow their dividends. 

Canadian Canadian 
Canadian Canadian Non-Financial Non-Financial 
Financials REITs Cyclicals Defensives U.S. 

2 

5 

2 

2 

6 
17 

Factors 

2 3 

2 

3 

3 
13 

Factors 

5 

6 

8 3 

24 
Factors 

2 
2 2 

1 

3 

8 
Factors 

3 3 

3 

3 
5 

17 
Factors 

17 8 24 13 17 
Factors Factors Factors Factors Factors 

Dividend Growth Value Quality Risk 

Source: Bloomberg LP; AGFiQ as at November 30, 2018. Data based on quintile rankings of average factor returns during six-month periods when the U.S. 10-year 
treasury was rising/falling. 
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A Historical Look at Listed Infrastructure 

5-year Correlation to Global Infrastructure 

This asset class tends to be 
less correlated to traditional 
asset classes, providing the 
potential for greater yields 
and risk-adjusted returns. 

Treasuries Fixed Income Equities Equities 

Source: Morningstar Research Inc, as at December 31, 2018. Global Fixed Income represented by Bloomberg Barclays Capital Global Aggregate Index, U.S. Treasuries 
by Bloomberg Barclays Capital Aggregate Bond Treasury TR Index, U.S. Equities by S&P 500 TR Index, Global Equities by MSCI World Index, Global Infrastructure by 
Dow Jones Brookfeld Global Infrastructure Index. All indexes in USD unless otherwise stated.  

0 

0.2 

0.4 

0.6 

0.8 

1 

Global U.S. 

0.23 

Global 

0.56 

U.S. 

0.61 
0.66 

Attractive Yields 

Listed infrastructure may 
offer higher dividend yields 
due to greater predictability 
of long term cash flows. 

5.30 
Global Infrastructure 

2.71 
Global Equities 

2.20 
Global Fixed Income 

Source: Morningstar Research Inc, as at December 31, 2018. Global Infrastructure represented by Dow Jones Brookfeld Infrastructure TR Index (USD), Global Equities 
by MSCI ACW NR Index (USD) and Global Fixed Income by Bloomberg Barclays Capital Global Aggregate Bond TR Index (USD). 
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Alternative Sources 

Emerging Market Bonds 

Locking into a set return, though it appears safe, has the potential for greater loss when 
you learn that as rates rise, a variety of securities have the potential to increase their return 
potential. Looking at yields around the world, we see greater opportunity in emerging markets. 

10-year Government Bond Yields 

Colombia 

7.00% 

U.K. 

1.36% 

India 

7.60% 

South Africa 

8.92% 

Canada 

2.27% 

U.S. 

2.99% 

Russia 

5.23% 

Developed Markets Emerging Markets 

Source: Bloomberg as at November 30, 2018. 

Portfolio 
Solutions: 

AGFiQ 
Dividend 
Income Fund 

AGFiQ 
Enhanced Global 
Infrastructure ETF (QIF) 

AGF 
Emerging Markets 
Bond Fund 

100% invested in Canadian 
dividend-paying companies; 
0-1% cash at any given time 

100% exposure to companies 
that relate to infrastructure 
spending 

100% invested in emerging 
market debt 

Data is as at December 31, 2018. Portfolio holdings and market exposure may change at any time due to ongoing portfolio transactions. For complete information about an 
investment fund managed by AGF Investments, please refer to the funds' simplifed prospectus and/or Fund Facts or ETF Facts (as applicable) which are available on www.AGF.com. 
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AGF Income Solutions 

Bonds Equities Alternative Sources 

AGF Fixed Income Plus Fund AGF Income Focus Fund AGFiQ Dividend Income Fund 

AGF Total Return Bond Fund/Class AGF Diversified Income Fund 
AGFiQ Enhanced Global 
Infrastructure ETF (QIF) 

AGFiQ Enhanced Core Global 
Multi-Sector Bond ETF (QGB) 

AGF Tactical Income Fund 
AGF Emerging Markets 
Bond Fund 

AGF Global Bond Fund 
AGF Global Strategic 
Balanced Fund5 

AGF Global Convertible Bond Fund 
AGF Emerging Markets 
Balanced Fund 

AGF High Yield Bond Fund4 AGFiQ Dividend Income Fund6 

AGF Floating Rate Income Fund 
AGF Canadian Large Cap 
Dividend Fund/Class 

AGF Global Dividend Fund/Class 

AGF Equity Income Focus Fund 

AGF Elements Yield Portfolio/Class7 

AGF Strategic Income Fund 

AGFiQ MultiAsset Income Allocation ETF (QMY) 

  

 

 
 

 

 

 

 

   

  

4 On April 10, 2012, unitholders approved a change in the investment objective providing the Fund with greater fexibility to invest in high-yield bonds issued or guaranteed 
by corporations around the world. 

5 AGF Global Balanced Fund was renamed AGF Global Strategic Balanced Fund efective April 26, 2018. 
6 AGF Dividend Income Fund was renamed AGFiQ Dividend Income Fund efective April 26, 2018. 
7 For more information regarding the underlying funds, please refer to AGF.com/Funds. For up-to-date information, visit AGF.com/Elements. 
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For more information, visit AGF.com/Income 
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For more information, visit AGF.com/Income 

FOR ADVISOR USE WITH INVESTORS 

™ The `AGF' logo is a trademark of AGF Management Limited and used under licence. Commissions, trailing commissions, management fees and expenses all may 
be associated with mutual fund investments. Please read the prospectus before investing. Mutual funds are not guaranteed; their values change frequently and 
past performance may not be repeated. 
The All World Tax Advantage Group is a mutual fund corporation that currently ofers approximately 20 diferent classes of securities. In addition to fund 
diversifcation by investment style, geography and market capitalization, a key beneft of investing in any of the classes within the group is the possibility of sharing 
incurred expenses (and losses) of the combined structure potentially ofsetting income earnings to minimize chance of a dividend declaration. For a more detailed 
explanation, please see AGF.com/disclaimers. 
The commentaries contained herein are provided as a general source of information based on information available as of November 30, 2018. Every efort 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 investment decisions arising from the use or reliance on the information contained herein. 
The content intends to provide you with general information and is not intended to be comprehensive investment advice applicable to the circumstances of the 
individual. We strongly recommend you consult with a fnancial advisor prior to making any investment decisions. References to specifc securities are presented to 
illustrate the application of our investment philosophy only, 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 identifed were or will be proftable and should not be considered recommendations by AGF Investments. 
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. 
The MSCI information may only be used for your internal use, may not be reproduced or re-disseminated in any form and may not be used as a basis for, or a 
component or, any fnancial 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” and the user of this information assumes the 
entire risk of any use made of this information. MSCI, each of its afliates 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 ftness for a particular purpose) with respect to this information. Without limited 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 profts) or any 
other damages. (www.msci.com). 
FTSE “All rights in the FTSE Canada Universe Bond Index (the “Index”) vest in FTSE International Limited (“FTSE”). “FTSE®” is a trade mark of the London Stock 
Exchange Group companies and is used by FTSE under licence. 
©2019 Morningstar. All Rights Reserved. The information, data, analyses and opinions contained herein (1) include the confdential and proprietary information 
of Morningstar, (2) may include, or be derived from, account information provided by your fnancial advisor which cannot be verifed by Morningstar, (3) may not 
be copied or redistributed, (4) do not constitute investment advice ofered by Morningstar, (5) are provided solely for informational purposes and therefore are 
not an ofer to buy or sell a security, and (6) are not warranted to be correct, complete or accurate. Except as otherwise required by law, Morningstar shall not be 
responsible for any trading decisions, damages or other losses resulting from, or related to, this information, data, analyses or opinions or their use. This report is 
supplemental sales literature. If applicable it must be preceded or accompanied by a prospectus, or equivalent, and disclosure statement. 
Publication Date: January 21, 2019. F
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