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Basket Investment Strategy

The Radia Canadian Dividend Growth and Income
Basket (CDGI) is an investment portfolio that is
managed by Radia Wealth on a discretionary basis in
your brokerage account. You directly own the
underlying securities and receive the dividends.

As the name implies, this basket invests in Canadian
companies that 1) have sustainable dividends, and 2)
will be able to grow their dividends in the future.
Sustainable dividends and the ability to grow the
dividends are the two main pillars of our investment
process. We believe that a superior total return can be
obtained through a combination of the dividend yield
and capital gains as a result of finding businesses with
the two pillars.

We believe that if we invest in companies with
sustainable growing dividends, the capital gains will
come over the long-term (5 to 10-year time horizon).
Thus, we are not focused on short-term price
movements of our holdings.
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Performance
3 months  1yr 3yrs 5yrs Inception*
b erfBO":ﬁf;t] e A21%  -096% 7.07% 7.78%  1131%
Benchmark  5.96%  -5.84% 7.54% 6.85%  7.74%
Value of Basket** $24,188.98

December 31, 2022

*Inception date: January 1%, 2013 initial value of one basket is
$25,431.80 . After the 2 for 1 split, initial cost for one basket is
$12,715.90

**Value of one basket. The basket split 2 for 1 on August 19,
2021

Fees: Returns presented are gross of fees.
Source: Croesus
Indices are shown for comparison purpose only.

Composition of the benchmark: S&P/TSX Composite Total Return
Index

Performance Data

How do we know how we are doing? It is industry
standard to compare a portfolio of stocks to a
benchmark. Our benchmark is the S&P/TSX
Composite Total Return Index.

We prefer to measure ourselves against our two pillars;
1) have our dividends been sustained, and 2) have we
increased the dividends (cash received) at a rate
greater than inflation.
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Year-to-date we had 11 of our 15 companies increase
their dividends. We experienced one dividend cut?. Of
the 11 companies that raised their dividends, the
average increase was 8.76% which is above the
Canadian inflation rate of 6.8%.

Holdings

. Market —
Description Sector (GIS) Welghtmg
Brookfield
Renewable Utilities $670.86 2.77%
Corporation
BCE Inc Communication Services  $1,427.76 5.90%
Exchange Income |y, prials $2,10520  8.70%
Corp
Enbridge Inc Energy $1,799.28 7.44%
Bank of Montreal Financials $1,471.92 6.09%
Capital Power Corp Utilities $1,482.56 6.13%
Keyera Corp Energy $1,420.32 5.87%
pun Life Financial  ginancials $2,01120  8.31%
Telus Corp Communication Services $1,515.54 6.27%
Nutrien Ltd Materials $1,383.90 5.72%
CDN Natural
o e— Energy $1,353.42 5.60%
Purpose Hi Int Svg
FdETE $2,001.20 8.27%
Newmount Corp Materials $1,916.88 7.92%
Dream Industrial o
REIT T/U Real Estate $841.68 3.48%
Power Corp Of Financials $1,337.70  5.53%
Canada
Altagas Ltd Utilities $1,449.56 5.99%

Transactions Performed During the Year 2022

free Quantlty

Bought ~ lcdn Natural Resources | 77.099
Ltd

Sold Nutrien Ltd 6 122.000

Bought Cdn Natural Resources 8 77.044

Sold NFI Group Inc 44 14.966

Sold Bank of Nova Scotia 22 70.611

Sold Capital Power Corp 12 50.377

1 We explained how we track and record dividend
increases in the Q4 2021 report. We have to actually
experience 2 dividends with the second being higher
than the first. We record dividend cuts differently. We
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Bought Newmont Corp 16 54.799
Sold Nutrien 6 120.066
Bought Purpose Hi Int Svg Fd ETF 40 50.039
Dividend Growth
Description DRI Incrzglslgsensdince

p Increases YTD (%)

I | Purchase

Telus Corporation 7.24% 119.44%
Power Corp of Canada 0% 10.61%
Brookflelq Renewable 5.35% 15.65%
Corporation
Exchange Income o o
Corporation 10.55% 31.25%
C_an_adlan Natural Resources 13.33% 13.33%
Limited
Sun Life Financial Inc 30.91% 58.24%
Nutrien Ltd 4.35% 20.00%
BCE Inc 5.14% 21.85%
Capital Power Corporation 5.94% 29.61%
Enbridge Inc 2.99% 2.99%
Altagas Ltd 6.04% 6.04%
Bank Of Montreal 4.51% 4.51%

Portfolio Managers’ Comments

Happy 10yrs to our Dividend Growth and Income
Portfolios

Ten years ago on January 1 2013 we officially started
our Canadian and US Dividend Growth and Income
Baskets (CDGI an USDGI).

We are pleased with our performance both to our main
objectives 1) have our dividends been sustained, and 2)
have we increased the dividends (cash received) at a
rate greater than inflation.

For CDGI we believe we have accomplished both those
goals. At the beginning of 2013 we reported expected
dividends (based on 2012) was 1,142.42CAD. In 2022
the actual dividends received per basket was
1,217.07CAD. Remember we split our basket last year,
thus to compare the dividends in 2013 with 2022 we
have to multiply them by two. Thus in 2022 our initial
investment amount produced for us $2,434.14CAD.

acknowledge the cut they announced even if we do not
actually experience the cut because we sell after the
announcement.


https://www.nbfwm.ca/content/dam/fbngp/microsites/chan-lee-wealth-management-group/ia-basket-performance/2021-q4-canadian-dividend-ia-basket-performance.pdf

We have grown our dividend by 7.86% (CAGR).
Inflation for this period was 2.36%?2 (CAGR). Thus we
have in our opinion significanly increased the
purchasing power of the dividends net of inflation. We
accomplished our two main objectives, dividends
sustained and increased at a rate greater than inflation.

How did we perform against the industry standard
benchmark?

For the past ten years we have been correct in our
thesis that if we accomplish our main objectives (above)
we will do well with the secondary objective over the
long run. The 10yr Compound Annual Growth Rate
(CAGR) of CDGl is 11.31%. The 10yr CAGR for our
benchmark index (the S&P TSX Composite total return
index) is 7.74%.

We are extremely pleased with our long-term
outperformance. As seen above we outperformed in
the 10yr, 5yr and 1lyr periods. We slightly
underperformed in the 3yr. We are ok with that.

While past performance is not a guarantee of future
performance, we believe our methodology will continue
to do well in the future. Simply put, we look for
businesses that are growing, that have sustainable
dividends and can grow their dividends at a rate greater
than inflation. The growth in dividends will protect the
purchasing power of those dividends.

Another Steady Year for the Canadian Dividend
Growth and Income Portfolio despite another crazy
year for the Global Equity Markets.

We Held Our Ground?3

In our last annual report we wrote, “we made up
ground” as after a dip in dividends in 2020 we got back
to slightly above 2019 dividend levels. The dividends
received in 2021 were $1,045.07. The dividends
expected in 2022 were $1,114.70. The actual dividends
received in 2022 were $1,217.07. We had a year over
year increase of 16.46%. This was well above last
year’s CPI increase of 6.3%.

This year | am titling this portion “We Held Our
Ground”. This is not in reference to the dividends but
in terms of portfolio value. The Global Equity markets
and the Global Bond Markets all had a turbulent year
ending with siginificant declines. Below is a table from
National Bank Investment detailing the annual returns
for the major markets.

2 Consumer Price Index, monthly, seasonally adjusted
Dec 2012 to Dec 2022
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Market Total Returns

AssetClasses | Dec | Q4 | 2009 |
Short Term 00% 05% -40%
Mid Term 5% 04%  -100%
Long Term 2B% 0% -25%
Federal Govermmert 2% 0% Eon
Corporate 05% 05% -101%

SAPITEK Prefemed shares 7% o -1BA%

LS. Corporate (ICE Bofé USS) 02% 35% -154%

LS. High Yield (ICE BofA USS) 08%  40%  -112%
Comrurication Serdces 1% AB1% 26%
Consumer Discretionary 43% 88% ©0%
Consurmer Staples 8% BA%  104%
Energy A% BE%  303%
Firancias A% 34% e
Health Care 63% -I08% 616t
Industrials 7% 7% 1.4%
Information Tedmology Fo%  126% S
Materiais 8% B2 17%
Real Estate 2% T1%  -25%
Lkiities 45% 4% -106%

SEFTSX Smal Caps AB%  B4% A%
Commurication Services FEh -14% 8E%
Consurmer Discretionary Hi3% -i02% -370%
Consumer Staples 26% 127%  06%
Energy 0%  DE% BET%
Financials 52% 136% -105%
Health Carz 0% 128%  -20%
Industrials A0% 182% 55%
Information Technalogy B4%  47%  -2B0%
Materiais GE%  150% -123%
Fleal Estate 48%  38% -8
Lkiities 05% BA%  1.6%

Russall 2000 (LUSS) 5% B2%  -204%
MSCI EAFE (LES) 01%  174% -140%
MSCI Emerping Markets (USS) 4% 088% -187%
WTI 0il (USS/barred] 03% 04% 6.7%
Gold (US$ez) J4%  BI%m 6%
Copper (LSS tome) 17% B.8% -141%

LSO per ELR 3% BO%  62%

CAD per LED 11%  20% 7.2%

CiD Office [data via Refinitv, as of 2022-12-30)

As we can see the S&P TSX Composite Total return
lost -5.8% our CDGI only dropped -0.96%. We Held
our ground. Even though we are down, we
outperformed our benchmark by 4.84%. We held our
ground.

Transactions Analysis

We made 9 transactions last year; 4 buys and 5 sells.
This is consistent with our normal transactions, 2021
was an anomaly. This is not a high turnover portfolio.

We trimmed Nutrien twice and Capital Power Corp
once. Nutrien had doubled since our initial purchase

3 From this point on we will talk about one basket
adjusted for the splitin 2021.



and had become 12.15% of our portfolio. The first trim
was to bring it to below 10% of the portfolio. To
manage the concentration risk of our portfolio we do not
keep holdings above a 10% weighting.

The second trim was to bring it to a normal portfolio
weight of 6.67% or 1/15" of the portfolio. Our target
number of holdings is 15 with a range between 10 and
20.

We chose to trim Nutrien as the dividend yield was only
2.14% which was below the High Interest Savings
Account (HISA) rates at the time. For the Canadian
investor, Canadian dividends have preferential tax
treatment and at the highest marginal tax rate, the
dividend’s after tax return was still slightly better than
the HISA return®. However, we felt no need to
overweight.

Mea Culpa

Our mea culpa was NFI Group. This company is
leader in the electrified public transportation space with
electrified buses. We made the mistake thinking that
they would be able to maintain their dividend despite
the short term supply chain issues. They had just cut
their dividend before we invested and they had a
backlog of increasing sales. Supply chain issues
prevented them from producing and delivering their
buses, reducing their cashflow, so they cut their
dividend significantly again. We do believe that NFI
Group will survive, recover and possibly reinstate their
dividend to previous levels but we had to sell. We may
buy back in the future, if we see revenues and cashflow
from operations improving.

Risk Reward

Below is the 10 year (since inception) Risk/Reward
chart which compares the volatility of our portfolio, as
measured by standard deviation and the total return,
comparing it to our index, the S&P/TSX Composite
Total Return Index. Our portfolio (the blue triangle) has
had a considerably higher return with only slightly more
volatility than the S&P/TSX Comp T/R (green dot).
Ideally, we would like to have the same return metrics
but lower risk, such as over to the left of the chart, i.e.
higher return and lower volatility.

4 For a taxable account
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RISK/RETURN ANALYSIS (CAD)

11.50

Return (%)

11.00

10,50
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9.50

850

8.00

7.50

7.00

12,00 1220 12.40 12.60 12.80 13.00
Standard Deviation (%)
|Annua|ized Std Dev. (%) Return (%)
- Gross of Fees 12.81 11.31
DJ CAD DIV 12.22 7.41
S&P/TSX RT/TR 12.07 7.74

We have a specific style of investing: to buy publically
listed businesses that pay sustainable dividends and
grow their dividends over time at a rate greater than
inflation. We must also humbly admit and remind you,
our fellow investors, that NO strategy outperforms all
the time and no strategy is perfect.> We outperformed
on the 10yr, 5yr, and 1yr periods with this report but not
on the 3yr. We also remind you that these are static
historical reports and we may underperform on a lyr or
even a 5yr basis in the future.

We currently hold 15 companies. Our 16 holding is
Purpose High Interest Savings Fund ETF (PSA). We
consider this a placeholder of our equity position while
we wait for opportunities in which we have confidence.
We do not reinvest dividends in this portfolio, we pay
them out to you, the investor, to spend or reinvest as
you wish. Occasionally, when we sell a holding or
rebalance, we will be left with cash. We do not distribute
this but reinvest it when we find a business that meets
our investment criteria. In the meanwhile we will hold
the cash in the PSA.

One thing that is sure, we will continue to invest this
portfolio with care, looking for fundamentally sound
companies which, in our opinion, offer stable,
sustainable dividends and have the potential to
increase their dividends over time. We look forward to
splitting this portfolio again and another 10yrs of great
performance.

5 Read our 2021 Q4 US Dividend report for a more

through discussion. If you would like to read the report
click here:


https://www.nbfwm.ca/content/dam/fbngp/microsites/chan-lee-wealth-management-group/ia-basket-performance/2021-q4-us-dividend-ia-basket-performance.pdf

2016 Awards of Excellence

Private Portfolio of the Year

Finalist Canada

2017 Awards of Excellence

Best Private Portfolio
National Winner

2022
Awards of Excellence

Private Portfolio
National Finalist

| have prepared this commentary to give you my thoughts on various financial aspects and considerations. This commentary reflects my opinion alone, and may not reflect the views of National Bank Financial
Group. In expressing these options, | bring my best judgement and professional experience from the perspective of someone who surveys a broad range of investments. Therefore, this report should be viewed as
a reflection of my informed opinions rather than analyses produced by the Research Departement of National Bank Financial. <National Bank Financial - Wealth Management (NBFWM) is a divison of National
Bank Financial Inc. (NBF Inc.), as well as a trademark owned by National Bank of Canada (NBC) that is used under license by NBF Inc. NBF Inc. is a member of the Investment Industry Regulatory Organization
of Canada (IIROC) and the Canadian Investor Protection Fund (CIPF), and is a wholly-owned subsidiary of NBC, a public company listed on the Toronto Stock Exchange (TSX: NA). National Bank Financial may
act as financial advisor, fiscal agent or underwriter for certain companies mentioned herein and may receive remuneration for its services. National Bank Financial and/or its officers, directors, representatives or
associates may have a position in the securities mentioned herein and may make purchases and/or sales of these securities from time to time on the open market or otherwise. The particulars contained herein were
obtained from sources we believe to be reliable, but are not guaranteed by us and may be incomplete. Unit values and returns will fluctuate and past performance is not necessarily indicative of future performance.

C'PF

Canadian Investor Protection Fund
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