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Q3-2007 EARNINGS AS EXPECTED
NET MUTUAL FUND SALES CONTINUE VERY 
STRONG - NO ABCP EXPOSURE

Conclusion:  Raised To BUY - Target Maintained At $39.00 
AGF Management (AGF) reported solid quarter in line with our expectations.  
Q3/07 EPS (fd) of $0.43 was up 95% over $0.22 last year (excluding a $0.18 per 
share future tax benefi t).  Included in the quarter was a $1.4 million gain on loan 
syndication (about $0.01 per share).   EBITDA was $91 million or $0.99 per share 
(fd) for the quarter up 60% over the same period last year.  

Investment management EBITDA increased 56% Y/Y and the EBITDA from the 
trust operations increased by over double the prior year.  The strong earnings were 
the result of a 38% increase in Assets Under Management (AUM), which includes 
the recent acquisition of Highstreet Partners (adding $4.8 billion in AUM), and a 
71% Y/Y increase in the assets of  AGF Trust.  

AGF’s cash fl ow remains strong and investors could see the dividend increase to 
about $0.95 to $0.98 per share over the next 12 months for a gain of 20%.  We expect 
total AUM to increase by about 25% in 2007 and another 8% in 2008.  These growth 
rates are down from our previous estimates of 35% and 9% respectively due to more 
volatility in equity markets.  We remain concerned however that AGF continues to 
support higher Management Expense Ratio’s (MER’s) than its major competitors 
including the major banks and that lower management fee growth could result over 
the next few years if AGF is required competitively to lower these MER’s.  The 
Trust company should continue to experience strong EBITDA growth in 2007 but 
then see slower growth in 2008 more in the order of 25%.    
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Our 2007 EBITDA per share forecast has been increased to $3.85 from $3.80 (largely due to the 
better trust performance and the securitization gains) but our 2007 EPS estimate has been lowered 
to $1.82 from $1.85 due to the higher than expected tax rate.  For 2008, we are maintaining our 
EBITDA per share estimate at $4.25 and our EPS estimate at $2.20.  

Valuation & Recommendation
Our 12-month target price is being maintained at $39.00 for a total 12-month return of 20.6%.  
This valuation refl ects the better net mutual fund sales experience, a good dividend outlook and 
the better earnings outlook.  However the lack of an affi liated distribution network and the lower 
profi t margins, in our view, warrants AGF an overall valuation discount to its peers.  Due to the 
recent decline in share price, we have increased our recommendation to a BUY from a HOLD.  In 
the case of a take-over bid for AGF, aggressive bidding could see a share value in the $50.00 to 
$55.00 range.  

Continued Positive Net Sales In Quarter  
AGF continues to experience improved gross sales which resulted in a positive infl ow of a net 
$342 million of mutual fund AUM in Q3/07, the sixth consecutive positive quarterly fl ow.  For the 
nine months net sales were $2.2 billion up from only $13 million in 2006.  Although redemptions 
still remain high they seem to be trending lower while sales have been very strong.  The picture is 
very positive as the marketing efforts seem to be paying off albeit at some expense.  Mutual fund 
assets were $30.0 billion as at the quarter end down marginally from $30.6 billion at the end of last 
quarter (poor market performance being the reason) but up 23% Y/Y.  

Investment Management Margins Improve
Investment management operations (fund management) reported a good revenue gain in line with 
higher average AUM.  Total AUM including institutional and Private Investment Management 
(PIM) increased to $53.8 billion down from $55.8 billion in Q2/07 but up from $39.0 billion in the 
same quarter last year, a Y/Y increase of 38%.   

The investment management operations experienced increased revenue fl ows from advisory fees 
in Q3/07 up 29% Y/Y to $138 million due largely to the Y/Y 23% increase in average mutual fund 
AUM and the acquisition of Highstreet which helped increase institutional AUM by 72% Y/Y.   
SG&A increased by 12% Y/Y as management continues to invest in its sales and distribution with 
part of the higher costs attributable to higher compensation as sales remain very strong. 

EBITDA was reported at $76.6 million up from $49.1 million in Q3/06, a 56% Y/Y increase.  
EBITDA margins (EBITDA as a % of management and advisor fees) increased to 44% from 37% in 
Q3/06.  Part of this margin improvement resulted from internalizing more investment management 
plus of course the better asset growth AGF is currently experiencing.  AGF’s margin is still about 
10% to 15% below the industry average.  EBITDA for the investment management operations is 
expected to increase by 14% in 2008 to $3.85 per share from $3.35 estimated for 2007.

Trust Operation Continues To Display Big Growth 
The trust operations reported another very strong quarter with EBITDA increasing to $13.1 million 
up over double last year but down from $18.2 million last quarter which included a larger than 
expected securitization gain of $9.2 million. This level of EBITDA was higher than expected by 
about 15% and was driven by continued exceptional asset growth.  Total assets increased to $4.0 
billion up 71% from $2.3 billion a year earlier.  Secured loans and mortgage loan growth were the 
principal drivers behind the asset growth.  Provisions for loan losses increased to $2.4 million from 
$1.8 million in Q3/06 but were down marginally on a sequential basis.  



Update Report                                                                         eResearch

3October 3, 2007

We expect volumes to remain good but nonetheless slow to the 25% annual rate level.  Interest 
margins are expected to decline as the shift continues to lower risk assets (with lower yields) and as 
well the possibility of higher deposit costs related to the current liquidity problems.   EBITDA should 
continue strong over the next several quarters as effi ciency ratios improve.  AGF seems well ahead 
of the other major mutual fund companies in its quest to enter the banking business however, the 
expansion of the trust operations will continue to require capital infusions and earnings could exhibit 
more volatility if loan quality deteriorates and if spreads decline more than we expect due to the 
current ABCP liquidity problem in Canada.  EBITDA is expected to increase by 25% in 2008.

Higher Tax Rate Hurts The Quarter
The tax rate increased in the quarter to over 30% as a higher portion of earnings were centered in 
Canada and exposed to higher marginal tax rates.  Management expects the tax rate to normalize 
closer to the 25% level going forward. 

No ABCP Exposure
AGF indicated that it has no exposure to 3rd party Asset Backed Commercial Paper (ABCP) in 
either the mutual funds or AGF itself including the trust company.
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