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Market Timing in the Long Run

Q3-2021

Investing $1000 per year
S&P/TSX | Total Return | January 1989 to March 2021

M th $200,000 _ r $200,000
y ——Buying at year low

o i . . . ] ——Buying at year high onx
The timing of your annual savings investment is of utmost importance for +180,000 wowe [ $180,000

. - Buying at month start

the well-being of your portfolio in the long run. $160,000 | (monthly systematic investment) L $160.000
Real |ty $140,000 - (7.9%)* [ $140,000
The timing of your gnnual savings |nvestrr_19nt will make a difference in $120,000 - L $120,000
the long run, but it is far from being the critical factor many seem to
believe. $100,000 - $100,000
Case in point: consider an investor blessed with the power of perfect
market timing (blue line) compared to another investor cursed with $80,000 1 r $80,000
systematically picking the worst possible day to invest each year, over
30 years (red line). In the end, the market timing champion would have $60,000 - [ $60,000
outperformed the most unfortunate of all investors by a mild 1.1%/year. If
we take the more realistic example of an investor saving systematically SO [ O
at the beginning of each month, this annual outperformance shrinks e e
below 1%. ’ ’
How is such a small gap possible? Simply because in the long run, the $0 +—— ‘ ‘ ‘ ‘ ‘ ‘ —- $0
first year's return is superfluous. What truly matters is the 1990 1995 2000 2005 2010 2015 2020 2025

frequency of savings and passage of time, not market timing.
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Reasons to Sell?

Q3-2021

Myth

Selling in times of heightened uncertainty can protect investments from
heavy losses.

Reality

Selling in times of heightened uncertainty is generally the best way to
ensure heavy losses, as it often rhymes with selling low and missing the
rebound.

More importantly, one should keep in mind that the only certainty is
that there will always be uncertainty, as it is the price to pay for
capital appreciation in the long run.

And — need we add — it isn’t in the media’s best interest to report the
latest news with nuance and historical perspective; better to let fear and
pessimism easily set in. However, the chart on the right should act as a
reminder that letting emotions take over is a good recipe for short-term
gain, but long-term pain.

5| m ClO Office  Data via Refinitiv

Reasons (not?) to Sell
MSCI World total return since March 9, 2009

500% - The world has seen its fair share of L 500%
newsworthy events ...
0 L 0
400% Trump's global 400%
"trade war"
Largest one-day VIX
move in history
300% China's growth scare & Dow L 300%
Jones 1000 points plunge
Ebola Virus Contagion Brex.i't..‘,.-'
Fears Fear of restrictive
200% S&P downgrades monetarY policies COVID-19 L 200%
Japan US Debt U.S. Election Pandemic
earthquake & f QOil price crash
tsunami US Government
BP Oil Spil s ihutdOTW"
"Taper Tantrum"
0 L 0
100% Fiscal Cliff talks 100%
European Sovereign Debt
.. Flash Crash Crisis hile. elobal
X ... meanwhile, global equities
“Chrysler/GM file for
b \l: / I are up 500% (15.7% annualized)
0% -+—pankruptey ; ; : : : 0%
Mar-09 Mar-11  Mar-13  Mar-15 Mar-17 Mar-19 Mar-21
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Average Return?

Q3-2021

Equity market calendar year total return: 1957 - 2020
S&P/TSX Composite

50%

Myth .
. L 40% -
Since the long-term historical average annual return on the stock market o
is ~10%, investors should expect to see calendar-year returns near 10%. o* . . ¢
_ 30% - . ** . .
* *
Reality ] . . e
* * o o
Quite the contrary, it is likely that investors will only rarely see a * X4 . .
calendar year where equity returns are close to their long-term 10% -4-Average = -10% TS B . L
historical averages. Case in point: since 1957, only 8 years out of 63 « * o * M .
have seen the Canadian stock market generate performance near 0% - . . * . 2020
average (+/- 2%). . s
* o
One likely reason for this myth is the common misconception that -10% - . - ¢ b
“average” is synonymous with “typical.” However, there is no such thing -
as a “typical” year in the stock market. -20% - .
As a result, investors should expect a wide range of possible outcomes .
in any given year, whereas only the passage of time can lead to an -30% 1 .
annualized return near the market’s long-term average.
-40%

1950 1960 1970 1980 1990 2000 2010 2020
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Equity Performance in the Long Run

Q3-2021

Equity annualized total return over different investment horizons
S&P Composite Index since 1950

70% 70%
Myth Full range

60% - - 60%
Investing in the stock market is akin to gambling at a casino.

50% - - 50%
R |t 40% - - 40%

eall
y 30% - - 30%
It is true that da_uly market flugtuatlons resemble a coin toss (see page 35 20% 1 L 20%
for further details on this subject). Nevertheless, two fundamental 90-10 percentile range
reasons make investing completely different from gambling. 0% | [ e e - 10%
First, unlike the world of gambling, investing in the stock market is 0% 5 F 0%
not a zero-sum game, as evidenced by the positive median 5 -
annualized return (red dotted line). In the long run, equity returns come
from companies’ ability to grow their earnings, not from other investors’ -20% - - -20%
misfortune Returns can be quite volatile from year to year... but are much more
: -30% A stable in the long run. L -30%

Second, while gambling remains just as uncertain no matter how ; ;
long you “play”, the opposite occurs within equity markets, as =l [
evidenced by the narrowing range of outcomes over time (grey =% 4+ -50%
area). The longer one “plays” (i.e. remains invested), the greater the 1234567 8 910111213141516171819202122232425
chances are of converging towards the premium investors earn for Investment horizon (years)

bearing equity risk.
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Dollar Cost Averaging or Lump Sum?

How often has dollar cost averaging beaten a lump sum investment?
h 15% — 15%
N . . . 10% - ith [ 10%
Investors contemplating investing a large amount (e.g. an inheritance) ’ Sglt;rc‘g;;””h ’
are better off spreading their entry over time (dollar cost averaging) - averaging
rather than committing the full amount immediately (Ilump sum). 5% t(#;‘;/;’ ofthe 1 504
Reality A |
0% T A = T 0%
It depends. But since 1980, you would have been better off investing
the full amount right away 86% of the time, while the decision to split s 1 TR - L 50
the investment evenly over twelve months would have cost an average
of 3.8% in lost returns. This simple study assumes a portfolio* evenly Better off with
balanced between Canadian bonds and global equities. -10% - L Iam'llg;ﬁnf;:p r -10%
Of course, no one wants to put money to work right before a market On average, dollar cost (8% of the
. . . . o averaging over 12 months time) 0
correction, this myth being a prime example of one of the most well -15% - has underperformed a lump r -15%
documented behavioural biases in finance: loss aversion. sum investment by 3.8%.
Yet, think of it this way. Would you invest in a strategy that loses 8 times -20% ] - -20%
out of 10 and by an average of 3.8%? After all, these are the historical
properties of dollar cost averaging. 2506 250
1980 1990 2000 2010 2020 2030

‘ NATIONAL
BANK
8 | N CIO Office Data via Refinitiv. "50% FTSE/TMX, 25% S&P/TSX, 25% MSCI World INVESTMENTS



Home Country Bias

Q3-2021

Myth

It is more prudent to invest most of your portfolio in companies domiciled
at home and thus of greater familiarity than to “risk it” with foreign
corporations.

Reality

While predominantly investing in domestic equities might seem sufficient
and feel comforting, such a portfolio could, in fact, be just the
opposite. Do not confuse familiarity with safety.

For instance, Canada’s stock market’s high concentration in some of the
most cyclical sectors and its relative lack of growth-oriented companies
poses a risk that can result in unpleasant surprises if left undiversified.

The good news is that there are plenty of opportunities abroad to
complement for such risks. After all, Canadian stocks only represent 3%
of the global equity investment universe... a far cry from the ~45% they
account for in Canadians’ portfolios*. Home bias indeed!

9 | N ClO Office

Sector allocation spread - Canadian vs. World Equities
S&P/TSX less MSCI ACWI sector weights | 1-year moving average

25%
20%
15%
10%
5%
0%

Financials

17% | The Canadian market
is heavily biased
9% towards cyclical

0, sectors...
9%

-5%
-10%

-15% - Technology

| share of world equities
_| MSCI ACWI region weights | 1-year moving average

-, .
g SN United States
- N
"N N PRt
s ~~s N, P
- L Rl WP

Canada

1997 2002 2007 2012 2017

Data via Refinitiv. *Estimate based on an average from FMI's "Coordinated Portfolio Investment Survey" for 2014-2018.

-

- -
PRl D8
-

...nearly absentin L
growth-oriented
-11% industries... L

F 60%
F 50%
F 40%

...and a rather small
fraction of the
global investment
universe.

r 30%
F 20%
F 10%

- 0%
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Should Investors Fear Recessions?
Q3-2021

M th Recessions (NBER) 12-months Before Durlng ML F.uII
Recession After period**

Balanced portfolio (60/40)* total return

. . ' . Nov 1973 - Feb 1975 7% 7% 12% 11%

Investors should be fearful of recessions as they entail heavy financial ° ’ 0 0
losses. Jan 1980 - Jun 1980 11% 9% 7% 31%
Real | t Jul 1981 - Oct 1982 9% 15% 26% 57%
y Jul 1990 - Feb 1991 4% 6% 9% 21%

It is true that the most turbulent periods for markets are generally Mar 2001 - Oct 2001 1% 5% 8% 14%
concomitant with recessions. As such, those with eyes riveted on daily

stock exchange prices are very likely to experience fear in times of Dec 2007 - May 2009 1te ' = i
economic downturn. Feb 2020 - ? 16% - - -
However, if we step back from market fluctuations and look, rather, at Average 7% 0% 9% 16%

the historical performance of a basic balanced portfolio* during the last

Six recessions, we see that the average return was actually zero. Not _

something to celebrate, but far from the financial catastrophe many Number of days in a
. . . . : recession (since 1970)

seem to believe — especially when we consider returns in the previous

and following years. What's more, let’s not forget that recessions are

relatively rare events, covering only 15% of the last 50 years.

o ) ) Number of days not in a E
Therefore, it is not the recession that investors should fear, but fear recession (since 1970) =
itself... or rather the risk of materializing heavy losses, when in the grip
of emotion, at an untimely moment.
‘ NATIONAL
Data via Refinitiv. *60% MSCI World (in CAD) 40% FTSE TMX Bond Universe (FTSE 91-day index for the 1973-1975 recession). BANK
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Are GICs a Risk-Free Alternative?

Income earned by investing $100,000 in a 1-yr. GIC (Canada)
Myth $12,000 - - $12,000
$10,000 - m|ncome generated r $10,000
Guaranteed Investment Certificates (GICs) offer a risk-free alternative $8.000 1 —Income needed to beat core inflation L $8.000
for investors seeking to at least preserve the purchasing power of their ' '
assets. $6,000 - F $6,000
R | t $4,000 A  $4,000
eallty $2,000 - _T_ -|-_I_'|'__— —— ——_ | $2000
GICs are indeed among the safest investment vehicles available. $0 ‘ ; | IT l. 1T |‘I L1 “ $0
However, their returns, while guaranteed, generally fail to cover inflation, 19%90 1995 2000 2005 2010 2015 2020
leaving their holders at risk of seeing their purchasing power decline :
. Total Cumulative Returns by Investment Strategy
over time. e Initial $100,000 CAD Investment on December 31, 2010 R
. . L . 1 —Equities* [ '
It should be specified that this observation is a reflection of the low $280,000 4 —Balanced Portfolio* L $280.000
interest rate environment prevailing over the past several years. For 240,000 Bonds** 240,000
instance, although a 1-year GICs provided income above inflation in the $240,000 1 _é';%alrnﬁg{‘igﬂ'a” clc [ $240
1990s, this has not been the case since 2009. $200,000 4 r $200,000
. . : . . $160,000 I $160,000
Ultimately, the selection of an investment vehicle depends on risk
tolerance - GICs may therefore be the right choice for some. However, a $120,000 1 —— ' ' : : [ $120,000
key risk for investors whose investment horizon is measured in $80,000 - - $80,000
years may not be the short-term volatility of other assets, but rather U AU AU e AU Al
the potential erosion of their purchasing power over the long run.
NATIONAL
11 | m CIO Office  Data via Refinitiv. *35% S&P 500, 35% S&P/TSX, 20% MSCI EAFE, 10% MSCI EM; all in CAD. **60% Equities, 40% Fixed Income ~ BANK

***100% FTSE Canada Universe INVESTMENTS
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Historical US Economic Growth

Real GDP

Year-over-year % change | Shaded areas = US Recessions (NBER)

10% - - 10%
8% - - 8%
6% - Potential GDP L 6%
4% A - 4%
2% éféog)zl r 2%
0% 0.40% L 0%
-2% - -2%
-4% - -4%
-6% A - -6%
-8% H - -8%
-10% - - -10%

1950 1960 1970 1980 1990 2000 2010 2020 2030

‘ NATIONAL
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13 | N ClO Office Data via Refinitiv, Congressional Budget Office INVESTMENTS



Recent US Economic Growth

Contributions to US Real GDP Growth
Quarterly growth | Annualised % points

50% - - 50%
40% - 33.44% L 40%
L 2
30% - L 30%
20% - L 20%

6.36%
10% - 4.33% L 10%

: C
0% - . 0%

-10% 4 -4.96% - -10%

-20% - - -20%

-30% A . m Consumption mGovernment L _300
0 Investment Inv. Change

-40% A -31.38% m Net export ¢ Total L _40%

Q1 2020 Q2 2020 Q3 2020 Q4 2020 Q1 2021

By i
14 | g CIO Office  Data via Refinitiv INVESTMENTS



Historical Canadian Economic Growth

Real GDP
Year-over-year % change | Shaded areas = CA recessions
10% - 10%
Potential GDP
5% - '/ - 5%
Q12021
! 0.3%

0% - ] - 0%
-5% A - -5%
-10% - - -10%
-15% - - -15%
1960 1970 1980 1990 2000 2010 2020 2030

15 | mg CIO Office

Data via Refinitiv, Oxford Economics
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US Economic Cycles

Normalized US economic cycles
45% - US Coincident economic indicator | % from pre-recession peak - 45%

35% - 35%

The current cycle began in

- 25% February 2020, at the peak of
the previous cycle. The recent
economic rebound indicates

25%

15% - 15% . .
that the recession phase is
~— probably already over, making it
5% Previous cycle - 5% one of the deepest and shortest
. . . . . . . . . in history.
-5% - -5%
New (current) cycle
-15% - ! - -15%
-3 2 -1 0 1 2 3 4 5 6 7 8 9 10 11 12 13
Years

‘ NATIONAL
) . . BANK
16 | N CIO Office Data via Refinitiv, The Conference Board INVESTMENTS



US Unemployment Rate

US Unemployment Rate and NAIRU*
CBO NAIRU Estimate, Seasonnaly adjusted, %

16% - - 16%
14% A - 14%
12% - - 12%
10% | Unemployment Rate L 10%
8% - - 8%
60 NAIRU 5 99 | 6%
4% A 45% | 49
2% - - 2%
0% 0%

1950 1960 1970 1980 1990 2000 2010 2020

NATIONAL
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US Labour Market — Payrolls

US Nonfarm payrolls
Rolling 12-month net change, (million)

20 H - 20

15 A - 15

10 A - 10
7.92

- 9

' , ; . | 0
-5 1 Average V O

-10 - # - -10

-15 A - -15
-20 A - -20
-25 - - -25

1950 1960 1970 1980 1990 2000 2010 2020 2030
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US Labour Market — Employment Sector

Share of US employment
% of total nonfarm employment

100% 1~ - 100%
90% A 8604 - 90%
80% - 80%
70% - 70%
60% - 60%
50% A - 50%
40% - 40%
30% - 30%
20% - 20%
10% A 14% 1 10%

0% 0%

1950 1960 1970 1980 1990 2000 2010 2020 2030
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US Federal Finances — Surplus & Deficits

US Federal Budget Surplus/Deficit

% of GDP | CBO baseline forecast

10% - ) r
Actual i Projected

5% 1 Surplus i

0%

% Deficit
-15% -~ E _
-20% - i _

1975 1985 1995 2005 2015 2025

20 | ™ CIO Office Data via Congressional Budget Office, Committee for a Responsible Federal Budget

10%
5%
0%
-5%
-10%
-15%

-20%
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US Federal Finances — Debt Held by the Public @

250 Years of Federal Debt Held by the Public

% of GDP
200% - 200%

Actual ! Projected

160% 160%

Q Civil War
120% 120% ® world War |

@ Great Depression
80% 80% ® world War I

@ covib-19

40% 40%

0%
1790 1820 1850 1880 1910 1940 1970 2000 2030

0%
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Cost of Debt in the US

Debt Servicing Costs for...
14% ~ - 14%

Actual | Projected
12% A - 12%
10% A - 10%
... US households (% of disposable income)
8% A - 8%
6% A - 6%
4% - ... US government (% of GDP) - 4%
2 w -2
0% 0%

1950 1960 1970 1980 1990 2000 2010 2020 2030 2040 2050
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US Corporate and Household Debt

US Corporate and Household Debt

In % of GDP
120% - - o dobt - 120%
orporate ae
outstanding (financial L_JS ho_useholds a_nd
100% - - 100% financial corporations had
o100 significantly de-leveraged
80% - 80% | 80% over the last decade...
60% - 60%
Housgholll dels 519 ... but COVID-induced
40% - _ L 20% lockdowns pushed both to
Corporate debt outstanding re-capitalize quickly and
20% - (non-financial) L 0% significantly.
0% 0%

1950 1960 1970 1980 1990 2000 2010 2020 2030

‘ NATIONAL
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Risk and Uncertainty — Geopolitical Risk

Geopolitical risk since 1899
Matteo Lacoviello Geopolitical Risk Index

700 - ° - 700 @ Russian-Japanese War
s00 | 600 © wwi
e ® wwi
500 A - 500 @ Korean War
e 0 ¢

@ Vietnam War and Cold War

400 - (F) - 400
@ Lebanon and Falklands War
300 300 @ Gulf War
@ 9/11 attack
200 200
@ raginvasion
100 100 Q Isis escalation
@ coviD-19 pandemic
0 0
1900 1920 1940 1960 1980 2000 2020
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Risk and Uncertainty — Economic Policy Uncertainty @

Economic Policy Uncertainty and Equity risk

450 - ® 90
400 - Economic Policy Uncertainty Index (left) e Russian Crisis/LTCM
0 - 70 @ 9/11 attack
350 - L 60 G Iraq invasion
200 | VIX (right) o @® Great Financial Crisis
o (F) m“ - 50 @ Euro crisis
230 1 @ Debt ceiling dispute
200 4 e e e | r 40 @ European refugee crisis
. ‘ l (G L 30 @ Brexit |
@ us Elections
100 - ‘A “ U ‘J ‘ W‘ - 20 @ Trump’s “trade war’
M .
- | VWA . | | 110 @ COVID-19 pandemic
1997 2002 2007 2012 2017 2022

NATIONAL
BANK

25 | M CIO Office Data via Refinitiv, policyuncertainty.com/index.html INVESTMENTS



World Demographics — Age Group Trends

2000
1800
1600
1400
1200
1000

800
Under 15 years old
600
400 Above 65 years old
0 .
1950 1980

26 | ™ CIO Office

Working Age

Population by age group
Developed countries + China, millions
Peaked in 2013

-
_____
=

____________
o=
P

N—V Expected to cross in 2024

S e
e rccccce-

2010 2040 2070

Data via United Nations, Department of Economic and Social Affairs, Population Division (2017)
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World Demographics — Geographical Breakdown

Working age population growth
Expected annualized growth over the next 25 years

Africa
| Emerging countries |
India

Mexico

Australia
World |

United States
Canada

U.K.

Brazil
France -0.1%
IDeveloped countries | -0.3%
China -0.6%
Germany -0.6%
Italy -0.9%

Japan -1.0%

2.6%

-4% -2% 0% 2% 4%

27 | ma ClO Office Data via United Nations, Department of Economic and Social Affairs, Population Division (2017)
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US Demographics

US age pyramid
Percentage of total pop. by age groups & sex

1991 2050 100+
100+ Total population 2020 Total population 00

90-94 252.98 mil. fotal popuiation 388.92 mil. g o,
80-84 80-84
70-74 13% 17% 22% 70-74
60-64 60-64
50-54 oo, 50-54
40-44 65% 61% 40-44
30-34 30-34
20-24 20-24
10-14 22% 18% 17% 10-14
0-4 0-4

10% 6% 2% 2% 6% 10% 6% 2% 2% 6% 10% 6% 2% 2% 6% 10%
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Canadian Demographics

Canadian age pyramid
Percentage of total pop. by age groups & sex

100+ %g?all population T 2020 Total IOODUéI(t)ig% 100+
90-94 37-65 mil otal %C’?pg?tr';r 44.00 mil. g0 o
80-84 80-84
70-74 13% 17% 22% 70-74
60-64 60-64
50-54 50, 50-54
40-44 65% 61% 40-44
30-34 30-34
20-24 20-24
10-14 22% 18% 17% 10-14
0-4 0-4

10% 6% 2% 2% 6% 10% 6% 2% 2% 6% 10% 6% 2% 2% 6% 10%

_ P
29 | N CIO Office Data via U.S. Census Bureau World Demographic Database INVESTMENTS



Canadian Residential Real Estate

2,000,000

1,750,000

1,500,000

1,250,000

1,000,000

750,000

500,000

250,000

30 | N CIO Office

Single Family Home Prices
Benchmark home, year end prices

Condo Prices
Benchmark condo, year end prices

m Greater Montreal

m Ottawa

m Calgary

m Canada

m Greater Toronto

m Greater Vancouver

1,197k

953k

2011

2021~

1,790k

2011 2021~

Data via Canadian Real Estate Association. *Includes price data until May only
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800,000
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US Equity Market since 1920

S&P Composite Index
Log scale, price index

8192 - - 8192

4096 - COVID-19 Pandemic —» ¢ [ 4096

2048 1 Tech boom —» " 2048

1024 - _Reagan era - 1024
Stagflation l .

512 1 Post-War boom - T - 912
256 great _ Vietnam War L Great L 256
epression korean | | Yo T fln_a_nmal
128 . - War L T Berlin Crisis - 128

Roaring WWII Wall
64 420s 1987 - 64
32 A l ) , - 32
oil
16 shocks - 16
y 15% /
ann ann. ann.

1920 1930 1940 1950 1960 1970 1980 1990 2000 2010 2020
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US Equity Market Cycles

Normalized S&P 500 cycles since 1956
Log scale, cycle = period without a >20% drawdown

800 -~ ) - 800
Normalized at 100
on cycle trough
v/f
Previous cycle (Oct. 2007 - Feb. 2020 A
400 - vele ( ) y ' L 400
200 - - 200
100 T T T T T T T T T T T T T T 100

3 -2 -1 0 1 2 3 4 5 6 7 8 9 10 11 12 13
Duration (years)
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Decomposition of Equity Returns

Global equities total return decomposition

Total return in Canadian dollars
40% - - 40%

2020 52021 YTD
4. _________
30% - i - 30%
|| i
20% A | ! - 20%
S . O !
10% A - i - 10%
& <& |
Bl LY BN
-10% - I - -10%
-20% - = Canadian dollar effect - -20%
mDividends
-30% - PE Ratio L _30%
mEarnings (12-month forward, local currency)
OTotal return (in C$)
-40% - L -40%
S&P/TSX S&P 500 EAFE EM S&P/TSX S&P 500 EAFE EM

By i
34 | N CIO Office  Data via Refinitiv INVESTMENTS



Daily Stock Market Fluctuations

S&P 500 index over the last 40 years both th ticallv* and
45% - 450 oth mathematically* an
-~ 40% literally. While only the few
40% - ’ - 40% "extremes" end up in the
evening news and morning
35% 1 - 35% shows, the truth is they don't
30% - L 30% matter all that much.
25% - - 25% What really matters is the
accumulation of "0% to 1%"
20% - - 20% days that rarely make the
headlines, but explain much of
15% A - 15% ’ :
’ ’ the 12.3% S&P 500 annualized
10% - - 10% total return over the last 40
ears...
504 - 3% 3% - 5% /
0% "'- . . . L 0% ...despite the fact that the index

closes in the red almost every

2% or  -2%1t0-1% -1%to 0% 0%to1% 1% to 2% 2% or
other day.

worse better
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Equity Valuations since 1920

S&P Composite Cyclically adjusted PE Ratio (US)
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Valuations and Equity Returns since 1920 — Part | ‘

Valuations and subsequent 10-yr return
S&P Composite Index

80 - - -15%
0 Trend-adjusted
70 A CAPE (left L _100
(e 10%  Robert J. Shiller's Cyclically-
60 - Adjusted Price-Earnings ratio, or
L - -9% CAPE, is often used to estimate
Subsequent 10-yr total return (right, inverted)

50 A !J long-term (10-15 years) equity
L 0% returns.

40 -
| 506 The measure shows a strong

inverse relationship between a

f |
30 1 (VY Wik i ‘\J . .
f r ) . current equity valuations and
20 f ’ - 10% subsequent annualized returns,
[ going back all the way to 1920.
10 { }y " - 15%
O T T T 20%

1920 1934 1948 1962 1976 1990 2004 2018
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Valuations and Equity Returns since 1920 — Part |l

25%
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Subsequent 10-yr annualized total return
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Valuations and subsequent 10-yr return
S&P Composite Index

- O o
7 y =-0.0044x + 0.2157
R? = 0.6407
0 20 40 60 80
Trend-adjusted CAPE
ClO Office Data via Robert J. Shiller at http://www.econ.yale.edu/~shiller/data.htm

Current valuations suggest a
@ 4.9% annualized total
return over the next 10 years.

NATIONAL
BANK

INVESTMENTS



US Equity Valuation Metrics — P/E

S&P 500 forward P/E ratio
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US Equity Valuation Metrics — P/B

S&P 500 forward P/B ratio
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US Equity Valuation Metrics — Earnings Yield & Rates

S&P 500 forward earnings yield less US 10-yr

8% - - 8%
6% A - 6%
4% A - 4%
Average +/- 1 std. Dev.
VA B piatatatadadedednintalaba b bbb b bbbl 1o A {1 il 6 | piadadedebtadada bbbttt d b - 2%
0% 0%
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US Equity Valuation Metrics — Dividend Yield

42 | me

CIO Office
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Canadian Equity Valuation Metrics — P/E

S&P/TSX forward P/E ratio
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Canadian Equity Valuation Metrics — P/B

S&P/TSX forward P/B ratio
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Canadian Equity Val. Metrics — Earnings Yield & Rates ‘
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45 | g CIO Office Data via
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Canadian Equity Valuation Metrics — Dividend Yield ‘

S&P/TSX forward dividend yield

5.3% 1 - 5.3%
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S&P 500 Sector Weights

S&P 500 sector weights
Percentage of index market value
4% 3% 3% 2%
Energy
Bl Materials
B Industrials
B Consumer Discretionary
Bl Consumer Staples
Healthcare
B Financials
l Technology
Communication Services
2021 12% 6% M Utilities

Real Estate

2011 11% 10% 11%

3% 3% 2% 3%
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S&P 500 Sector Properties — Beta to Index

Sector Beta to S&P 500
Energy
Technology
Financials
Industrials
Materials
Cons. Disc.
Comm. serv.
Real Estate
Healthcare
Utilities
Staples

High Beta

Defensive

4

0.25 0.50 0.75 1.00 1.25

48 | ™ CIO Office Data via Refinitiv
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S&P 500 Sector Properties — Correlation to 10-Year Rates ‘

Sector correlation with US 10-year rates
Financials
Energy
Industrials
Materials
Comm. serv.
Cons. Disc.
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S&P/TSX Sector Weights

S&P/TSX sector weights
Percentage of index market value

4% 2% 1% 2% 4%2%3%
2011
2021 12% 11%
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50 | Mg CIO Office

Data via Refinitiv
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S&P/TSX Sector Properties — Beta to Index

Sector Beta to S&P/TSX

Energy

Healthcare

High Beta
Financials
Cons. Disc.
Technology
Industrials
Utilities
Real Estate
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Materials ‘

Staples
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S&P/TSX Sector Properties — Correlation to 10-Year Rates ‘

Sector correlation with CA 10-year rates
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Inflation Long-Term History

Inflation long-term history
Consumer price index, annual rate of change

20% - 20%

"/ 10-year average
- 15% @ wwi (1914-1918)
@ The Great Depression (1930s)
@ WWwiII (1939-1945)
- 5% @ Korean War (1950-1953)
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US Rates: Looking Back 150 Years

Long-term US rates

. - 16%
. US 10-year rates - 14%
_ - 12%
- - 10% Interest rates have been steadily
- 8% declining since reaching their
10-year moving average - 6% peakin 1981.
- 4% It remains to be seen if this trend
L 20y can persist or whether the
4% A 0% pandemic-induced recession and
20t 33 years of rates 0 subsequent recovery will push
0 Spread to 10-year moving average falling below trend L 59y rates in a new direction.
[ \
0% A i
-2% A 35 years of rates B
49 4 rising above trend L

1871 1886 1901 1916 1931 1946 1961 1976 1991 2006 2021
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US Monetary Policy

Effective Fed funds rate vs Neutral rate

20% - - 20%
18% - - 18%
16% - - 16%
As of November 30, 2020, the
14% A Effective Fed - 14% ¢ Federal Reserve suspended
funds rate updates to their estimate of the
12% - 12% neutral rate as a result of
extreme volatility in GDP owing
10% - - 10% .
° ° to the COVID-19 pandemic.
8% - - 8%
______ We will update this measure as
6% A - 6% soon as new data become
available.
4% A Neutral rate* - 4%
206 - ‘“‘\ﬁ: - 2%
0% . . . . . 0%
1960 1970 1980 1990 2000 2010 2020
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Fixed Income Return Expectations — Treasuries

US Treasury yield and subsequent return
BofAML treasury index annualized return

18% 1 - 18%
Correlation: 0.94
04 - . .
16% 16% Over an investment period
14% L 14% matching a bond’s maturity,
subsequent annualized returns
12% - L 120 will match closely the starting
Subsequent 10-yr US treasuries total return yield to maturity.
10% A - 10%
In the case of government bond
8% 1 - 8% indexes, differences between the
two measures can occur due to
05 - 0,
6% 6% reinvestment risk and the
opn L 40 changes in index compaosition
4% US 10-yr treasury yield 4% over time.
2% A - 2%
0% 0%

1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020 2025
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10% A
8% A
6% A
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2% A

US IG bonds yield and subsequent return
BofAML US corporate bonds index annualized return

Subsequent 7-yr US investment
grade bonds total return

Correlation: 0.94

Investment grade yield

0%

1970 19
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Data via Refinitiv
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Over an investment period
matching a bond’s maturity,
subsequent annualized returns
will match closely the starting
yield to maturity.

In the case of investment grade
corporate credit indexes,
differences between the two
measures can occur due to
reinvestment risk, changes in
index composition over time, as
well as downgrades and defaults.
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Sovereign Bond Yield Curves

3 month 6 month 1 year 2 year 5 year 10 year 15 year 20 year 30 year
Switzerland -0.24% -0.04% 0.03% 0.05%
Netherlands -0.09% 0.09% 0.19% 0.37%
Germany -0.20% 0.06% 0.04% 0.29%
Belgium 0.11% 0.26% 0.60% 0.89%
Finland -0.03% 0.28% 0.57%
France 0.13% 0.42% 0.58% 0.92%
Austria 0.01% 0.26% 0.47% 0.64%
Ireland -0.39% 0.17% 0.38% 0.47% 0.86%
Portugal -0.31% 0.41% 0.72% 0.76% 1.36%
Spain -0.24% 0.42% 0.96% 1.12%  141%
Denmark -0.39% 0.09% 0.26%
Italy 0.10% 0.83% 1.30% ﬁ
Sweden -0.14% -0.13% -0.25% -0.01% 0.33% 0.21% 0.71%
Japan -0.10% -0.10% -0.12% -0.11% -0.10% 0.05% 0.27% 0.44% 0.69%
UK 0.07% 0.07% 0.04% 0.06% 0.33% 0.72% 1.07% 1.21% 1.24%
Australia 0.01% 0.07% 0.85%
United States 0.05% 0.06% 0.07% 0.25% 0.88%
Canada 0.15% 0.17% 0.24% 0.45% 0.98%
New Zealand 0.38% 0.41% 0.27% 0.55% 1.15%

59 | mg CIO Office Data via Refinitiv
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U.S. Risk Premiums — Summary

Risk premiums within US capital
markets have been well

Historical returns, volatility, and risk premiums documented and tend to be
Asset classes Volatilit Real Risk Full Past ten s:ca_ble over_lzoong enoudh periods
Y| returns premiums | period* years of time (15-20+ years).
Inflation 1.8% 2.9% Important deviations can occur
3-month T-bills 1.8% 0.4% though over shorter timespans,
Long-term Treasuries 8.9% 2.6% Term 2.2% 5.5% as was evident for the Term,
Long-term corps 7.9% 3.1% Default 0.5% 1.7% Equity and Size premiums these
Large cap equities 18.7% 7.3% Equity 4.7% 8.6% past ten years, with a respective
Small cap equities 28.2% 9.1% Size 1.8% -1.5% spread against their historical
measures of 3.2%, 3.9%, and -
3.3%.

NATIONAL
BANK

61 | M CIO Office Data via Ibbotson. *Data from January 1926 to June 2021. INVESTMENTS



U.S. Risk Premiums — Fixed Income

Evolution of Risk Premiums
Rolling 10-years

8% - - 8%
6% A - 6%
4% A Term premium 5% | 4%
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U.S. Risk Premiums — Equities

Evolution of Risk Premiums

Rolling 10-years
20% - - 20%

Equity premium
15% - e L 150
10% - - 10%
\ :
5% -+ | ' \ - 5%
i *
0% y 0%

-5% - - -5%
-10% - - -10%
-15% - - -15%
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U.S. Risk Premiums — Cumulative Returns
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Real Total Cumulative Returns
Dec. 1925 = 100

Small cap equities

Large cap equities

Long-term Treasuries

3-month T-bills
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CIO Office Data via Ibbotson
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Over long enough investment
horizons, the importance of
volatility risk diminishes (see
page 7 — Equity Performance in
the Long Run), while the risk of
underperforming through poor
asset allocation decisions can
increase significantly.
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US Dollar Secular Trend & Components — Part |

Trade-weighted US dollar
Major partners Index | 1995=100
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170 - 1985 Plaza Accord L 170
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US Dollar Secular Trend & Components — Part Il

Trade-weighted US dollar
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US Dollar Secular Trend & Components — Part lll

Evolution of USD Trade-Weighted Index Country Weights

24% - r 24%
Euro area*, i
20% 20 1 20%
16% China. 13.7 - 16% A reduction of trade barriers
Mexico, 13.7 between the US and China, as
12% Canada*, 13.3 | 1204 well as Mexico since the 90s has
helped the latter two countries
gain more prominence as trading
8% L 8% partners.
Japan*, 6.4
4% Korea, 3.3 - 4%
Taiwan, 2.1
— Brazil, 1.9
0% Australia*, 1.4 0%
1973 1983 1993 2003 2013 2023 2033

NATIONAL
BANK

67 | N CIO Office Data via Refinitiv. *Indicates a country is part of the Major Partners index INVESTMENTS



Canadian Dollar & Purchasing Power Parity

Canadian dollar and PPP

Quarterly data | US$/C$
1.2 - -

Purshasing Power Parity (PPP, OECD)
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Canadian Dollar & Crude Ol

Canadian dollar and oil prices

150 ~ - 1.20
125 - WTI crude oil prices (US$/bbl, left)
- 1.10
100 A < _
Correlation
25 | 1986-2002: -5.8% - 1.00 As Canadian oil and crude
bitumen exports grew rapidly
starting in the mid-2000s, the
50 A - 0.90 ,
country’s currency became more
5 * closely entangled with those
5 u'“ ‘ L 0.80 assets’ price movements.
0 I i [
- - 0.70
_ USS$/CS (right) Correlation
2002-2020: 88.7%
-50 - > - 0.60
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Oil Prices — Nominal vs Real Prices

Historical oil prices - Nominal vs Real
US$ per barrel* | log scale | 1861-2020

N/ Nominal prices
128 128 \V/ Real prices (2018 dollars)
64 64 @ US Civil War (1862-1865)
30t ANk Historical average______ 32 @ West Coast gasoline famine (1920)
@ Great Depression (1930s)
1o _‘ 0 1o Q Arab states embargos (1973-1974)
81 8 @ Iran revolution (1978-1979)
4 1 [C) (D) -4 @ Rising Asian demand (2000s)
2 - @ L 2 @Arab Spring (2011)
. |, ® supply glut (2014-2015)
o | | | | | | o @ coviD-19 pandemic (2020-...)

1860 1880 1900 1920 1940 1960 1980 2000 2020

NATIONAL
BANK

70 | ™ CIO Office  Data via Refinitiv, BP. *Annual average INVESTMENTS



Oil Prices — Consumption by Country

Annual oil consumption per capita
Barrels per capita per annum | Data from BP
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Oil Prices — World Supply and Demand

World supply and demand

Million barrels per day

] éForecast r 110
| - 105
1 E 100
1 Consumption Production i 95
4 90
2 85
0
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. | _
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72 | m CIO Office  Data via EIA

Pandemic-induced lockdowns
across the globe led to sharp
increases in oil surpluses in
2020, pushing prices to historic
lows.

Meanwhile, 2021 and beyond are
more likely to see deficits build
up and prices climb as producers
have slashed production and
countries in the process of easing
COVID-19 social restrictions
should put upward pressure on
demand.
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Bear Market Performances — Price Returns

S&P 500 Bear Markets (1950-2020)

Peak Trouah # davs Period # days to Cumulative price return over the following:
g y Drawdown recover 12 months | 24 months | 36 months

1956-08-02 1957-10-22 $229% 8% 31% 47% 42%
1961-12-12 1962-06-26 196 sy 434 20% 34% 53% 71%
1966-02-09 1966-10-07 240 0oy 209 22% 32% 87% 80%
1968-11-29 1970-05-26 543 E36% 650 19% 48% 54% 61%
1973-01-11 1974-10-03 630 B1s% 2,114 85% 37% 68% 54%
1980-11-28 1982-08-12 622 L7y 83 43% 58% 48% 88%
1987-08-25 1987-12-04 101 B34% 600 13% 19% 50% 85%
2000-03-24 2002-10-09 929 B19% 1,694 13% 28% 45% 57%
2007-10-09 2009-03-09 517 WE57% 1,480 48% 63% 96% 94%
2020-02-19 2020-03-23 33 34% 148 52% 74% - -
Average: 426 E36% 775 27% 43% 55% 59%
I ST
73 | »a CIO Office  Data via Refinitiv, Ibbotson. S&P 500 bear markets are defined as periods when the index fell at least 20% from its all time high INVESTMENTS



Bear Market Performances — Excess Returns

Average Excess* Total Returns Following S&P 500 Bear Markets (1980-2020**)

Asset (USD) Betar Avg. bear market excess Cumulative excess return over the following:
returns 12 months | 24 months 36 months

MSCI World Index 1.02 2% 7% 8% 13%
WTI 1.01 11% 4% 22% -glfo 51%

S&P/TSX (CAD) 0.84 2% 6% 10% 10% 19%
Gold 0.00 34% -12% 35
FTSE Canada Overall -0.02 45% -18% 30 3 -20%
DXY -0.14 45% 38 28 Bl 64
U.S. 10-yr Gov't Bench -0.16 53% -28% 39 25 -28%
) Data via Refinitiv, Ibbotson. S&P 500 bear markets are defined as periods when the index fell at least 20% from its all time high ~ gﬁ{,‘.?"’“'
74 | ™ CIO Office *Excess total returns are measured against the S&P 500 index **WTI data as of 1983 only *** Beta measured against S&P 500 monthly INVESTMENTS
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Cross Assets — | of Il

Year-to-date Total Returns

Cross Assets Fixed Income S&PITSX S&PS00 Equny Regions U.S. Factors CA Factors
Sectors Sectors (in C$)
Commo. Prefs (Can) Energy Energy Canada Small High Div.
31.4% 14.3% i i 17.3% 18.7% 25.6%
S&P/TSX HY (US) Financials Financials EMEA (EM) Value Value
17.3% 3.7% 23.4% 25.7% 13.0% 16.3% 21.8%
S&P 500 Short (Can) Health Care Real Estate U.S. Quality Large
15.3% -0.5% 22.0% 23.3% 12.0% 15.0% 18.6%
Can Pref. IG (US) Real Estate Materials World MSCI USA S&P/TSX
14.3% -1.1% 21.7% 20.3% 9.4% 14.9% 17.3%
EAFE Corp (Can) Techno Comm. serv. Europe Large Small
9.2% -2.3% 21.7% 19.7% 9.1% 14.6% 16.8%
EM Fed. (Can) Comm. serv. Industrials EAFE Growth Low Vol.
7.6% -2.9% 18.2% 16.4% 6.1% 13.2% 15.3%
Balanced* Overall (Can) Disc. Techno LatAm (EM) High Div. Quality
5.8% -3.5% 17.6% 13.8% 6.0% 12.1% 9.6%
US HY Real (Can) Staples Health Care Emerg Mrkts Low Vol. Growth
3.7% -3.8% 8.5% 11.9% 4.6% 9.1% 8.9%
C$ per USD Muni. (Can) Industrials Disc. Asia (EM) Momentum Momentum
-2.8% -4.0% 6.8% 10.3% 3.2% 7.2% 6.0%
Can Bonds Prov. (Can) Utilities Staples Japan
-3.5% -4.7% 4.9% 5.0% -1.6%
Gold Long (Can) Materials Utilities
-7.0% -7.4% -0.4% 2.4% ~ NATIONAL
CIO Office Data via Refinitiv. BANK
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Cross Assets = Il of Il

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 YTD

C$ per USD
19.9%

Can Bonds EM S&P 500 S&P 500
9.7% 18.6% 32.4% 13.7%
Gold EAFE EAFE
9.6% 17.9% 23.3% 11.7%

Can Pref. S&P 500 S&P/TSX
5.8% 16.0% 15.0% 10.6%
US HY US HY S&P/TSX C$ per USD
4.4% 15.6% 13.0% 9.0%

C$ per USD US HY Can Bonds

2.5% 8.6% 7.4% 8.8%
S&P 500 S&P/TSX C$ per USD Can Pref.
2.1% 7.2% 6.7% 6.8%
Gold Can Bonds US HY
0.9% 6.1% -1.2% 2.5%
Commo. Can Pref. Commo. Gold
-1.2% 5.5% -1.2% -1.7%
S&P/TSX Can Bonds EM EM
-8.7% 3.6% -2.3% -1.8%
EAFE Commo. Can Pref. EAFE
-11.7% 0.1% -2.6% -4.5%
EM C$ per USD Gold Commo.
-18.2% -2.2% -28.7% -33.1%
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Balanced*

6.7%

Can Bonds

3.5%
S&P 500
1.4%
EAFE
-0.4%
US HY
-4.6%
S&P/TSX
-8.3%
Gold
-10.9%
EM
-14.6%
Can Pref.
-14.9%
Commo.
-32.9%

S&P/TSX EM
21.1% 37.8%
US HY EAFE
17.5% 25.6%

S&P 500 S&P 500
12.0% 21.8%

EM Can Pref.
11.6% 13.6%

Commo. Gold
11.4% 12.8%
7.7% 9.6%

S&P/TSX
7.0% 9.1%
Can Pref. US HY
7.0% 7.5%
Can Bonds Commo.
1.7% 5.8%
EAFE Can Bonds
1.5% 2.5%

C$per USD C$ per USD
-3.5% -6.6%

C$ per USD

9.0%

Can Bonds

1.4%

Balanced*
-1.5%

US HY
-2.3%
Gold

-2.8%

S&P 500

-4.4%

Can Pref.

-7.9%

S&P/TSX

-8.9%
EAFE
-13.4%

Commao.

-13.8%
EM
-14.2%

Data via Refinitiv. *Balanced = 40% FTSE TMX Universe, 21% S&P/TSX, 21% S&P 500 ($C), 12% MSCI EAFE ($C), 6% MSCI EM ($C)

S&P 500 Gold Commao.
31.5% 20.9% 31.4%
S&P/TSX EM S&P/TSX
22.9% 18.7% 17.3%

EAFE S&P 500 S&P 500
22.7% 18.4% 15.3%
EM Can Pref.
18.9% 9.8% 14.3%
Gold Can Bonds EAFE
18.0% 8.7% 9.2%
Commo. EAFE EM
17.6% 8.3% 7.6%
15.5% 6.2% 5.8%
US HY Can Pref. US HY
14.4% 6.2% 3.7%
Can Bonds S&P/TSX C$ per USD
6.9% 5.6% -2.8%
Can Pref. C$per USD = Can Bonds
3.5% -1.8% -3.5%
C$ per USD Commo. Gold
-5.1% -23.7% -7.0%
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Global Equities

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 YTD

uU.s. EMEA (EM)

4.6% 19.7%
i

-4.6% 18.6%
Europe Europe
-8.3% 17.3%

Emerg Mrkts
-8.7% 16.0%
EAFE EAFE
-9.5% 15.3%
-10.4% 14.2%
Asia (EM) U.S.
-15.1% 13.4%

Emerg Mrkts

-16.1% 7.2%

LatAm (EM) LatAm (EM)
-17.1% 6.5%
EMEA (EM) Japan
-18.2% 5.2%
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U.S. Japan LatAm (EM) Asia (EM) u.s. u.sS. Asia (EM)
41.3% 23.9% 34.0% 26.9% 33.9% 4.2% 24.8% 26.5%
Japan Asia (EM) u.s. Emerg Mrkts  LatAm (EM) Emerg Mrkts
35.6% 14.8% 21.6% 21.1% 28.7% 2.2% 22.9% 16.6%
Europe ‘ EAFE EMEA (EM) Japan World u.s.
34.4% 14.1% 19.5% 16 3% 18.2% -0.7% 20.9% 16.3%
31.7% 10.6% 17.7% 8 1% 17.9% -5.6% 18.3% 14.8%
EAFE Emerg Mrkts Europe Emerg Mrkts EAFE Japan EAFE Japan
31.6% 7.0% 17.1% 7.7% 17.4% -6.0% 16.5% 11.1%

Japan Asia (EM) EMEA(EM)" Emerg Mrkts  Asia (EM) EAFE

13.0% 5.4% 8.6% 4.7% 17.0% -6.5% 13.6% 6.4%

Asia (EM) EAFE Emerg Mrkts  Asia (EM) Europe Japan
9.2% 4.1% 2.4% 2.8% 16.4% -6.6% 13.2% 5.6%
Emerg Mrkts Europe EMEA (EM) Japan LatAm (EM) Asia (EM) Emerg Mrkts Europe
4.3% 2.8% -3.6% -0.1% 16.0% -7.5% 12.9% 4.1%
EMEA (EM)  LatAm (EM) EAFE uU.S. EMEA (EM) LatAm (EM) | EMEA (EM)
1.8% -4.1% -8.3% -2.0% 13.8% -7.9% 11.9% -8.1%
LatAm (EM) | EMEA (EM) LatAm (EM) Europe EMEA (EM)  LatAm (EM)

-7.3% -7.1% -17.0% -3.2% 9.1% -8.9% 10.4% -15.0%

via Refinitiv

Canada
17.3%

EMEA (EM)
13.0%
us.

12.0%
9.4%
Europe
9.1%
EAFE
6.1%
LatAm (EM)
6.0%
Emerg Mrkts
4.6%
Asia (EM)
3.2%
Japan
-1.6%
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S&P 500 Sectors

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 YTD

Utilities Financials Disc. Real Estate Disc. Energy Techno
19.9% 28.8% 43.1% 30.2% 10.1% 27.4% 38.8%
Staples Disc. Health Care Utilities Health Care Comm. serv. Materials
14.0% 23.9% 41.5% 29.0% 6.9% 23.5% 23.8%
Health Care  Real Estate Industrials Health Care Staples Financials Disc.
12.7% 19.7% 40.7% 25.3% 6.6% 22.8% 23.0%
Real Estate  Comm. serv. Financials Techno Techno Industrials Financials
11.4% 18.3% 35.6% 20.1% 5.9% 18.9% 22.2%
Comm. serv. Health Care Staples Real Estate Materials Health Care
6.3% 17.9% 32.4% 16.0% 4.7% 16.7% 22.1%
Disc. Techno Financials" | Comm. serv. Utilities
6.1% 16.0% 28.4% 15.2% 3.4% 16.3%
Energy Industrials Staples Techno Industrials
4.7% 15.3% 26.1% 13.7% 1.4% 13.8% 21.0%
Techno Materials Materials Industrials  Financials Staples
2.4% 15.0% 25.6% 9.8% -1.5% 12.0% 13.5%
Techno Energy Disc. Industrials Disc. Utilities
2.1% 14.8% 25.1% 9.7% -2.5% 6.0% 12.1%
Industrials Staples Utilities Materials Utilities Staples Real Estate
-0.6% 10.8% 13.2% 6.9% -4.8% 5.4% 10.8%
Materials Energy Comm. serv. Comm. serv. Materials Real Estate Energy
-9.8% 4.6% 11.5% 3.0% -8.4% 3.4% -1.0%
Financials Utilities Real Estate Energy Energy Health Care Comm. serv.
-17.1% 1.3% 1.6% -7.8% -21.1% -2.7% -1.3%
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S&P 500 S&P 500
21.8% -4.4%

Health Care

6.5%
Utilities
4.1%
Disc.
0.8%
Techno
-0.3%

Real Estate

-2.2%

Staples
-8.4%

Comm. serv.

-12.5%

Financials
-13.0%

Industrials

-13.3%
Materials
-14.7%
Energy
-18.1%

Techno
50.3%

Comm. serv.

32.7%
Financials
32.1%

31.5%
18.4%

Health Care

Industrials
29.4%
Real Estate
29.0%
Disc.
27.9%
Staples
27.6%
Utilities
26.3%
Materials
24.6%
Health Care
20.8%
Energy
11.8%

Techno
43.9%
Disc.
33.3%

Comm. serv.

23.6%
Materials
20.7%

13.4%
Industrials
11.1%
Staples
10.7%
Utilities
0.5%
Financials
-1.7%
Real Estate
-2.2%
Energy
-33.7%

Energy
45.6%
Financials
25.7%
Real Estate
23.3%
Comm. serv.
19.7%
Industrials
16.4%
15.3%
Materials
14.5%
Techno
13.8%
Health Care
11.9%
Disc.
10.3%
Staples
5.0%
Utilities
2.4%
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S&P/TSX Sectors

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 YTD

Health Care  Health Care  Health Care Staples Techno Materials Health Care Techno Techno Techno Energy
50.4% 24.7% 72.1% 49.1% 15.6% 41.2% 34.2% 13.0% 64.9% 80.7% 37.0%
Comm. serv. Staples Disc. Techno Staples Energy Disc. Real Estate Utilities Materials Financials
24.9% 22.6% 43.0% 35.1% 12.4% 35.5% 22.8% 2.0% 37.5% 21.2% 23.4%

Staples Disc. Industrials Health Care = Real Estate Financials Industrials Staples Industrials Disc. Health Care
6.8% 22.1% 37.5% 30.3% 7.0% 24.1% 19.7% 2.0% 25.5% 17.1% 22.0%
Utilities Real Estate Techno Disc. Comm. serv. Industrials Techno Comm. serv. Materials Industrials Real Estate
6.5% 20.9% 37.3% 29.1% 3.6% 22.8% 16.8% -0.8% 23.8% 17.0% 21.7%
Real Estate Financials Financials Real Estate Disc. Comm. serv. Industrials Utilities Techno
5.3% 17.6% 23.7% 22.8% -1.5% 21.1% 14.8% -2.4% 22.9% 15.3% 21.7%
Industrials  Industrials Staples Industrials  Financials Utilities Financials Real Estate Comm. serv.
4.2% 15.3% 23.6% 21.9% -1.7% 17.7% 13.3% -8.9% 22.6% 5.6% 18.2%
Financials = Comm. serv. Energy Utilities Utilities Comm. serv. Real Estate Utilities Energy Staples Disc.
-2.9% 11.5% 13.6% 16.1% -3.5% 14.7% 11.2% -8.9% 21.7% 4.3% 17.6%
Comm. serv. Comm. Serv. Disc. Utilities Materials Financials Financials
-8.7% 7.2% 13.1% 15.5% -8.3% 10.7% 10.8% -9.3% 21.4% 1.6% 17.3%
Energy Utilities Financials Industrials Real Estate Financials Disc. Comm. serv. Staples
-9.9% 4.0% 13.0% 13.8% -11.1% 9.1% 9.1% -9.3% 15.3% -3.7% 8.5%
Disc. Energy Real Estate Health Care Staples Staples Health Care Staples Real Estate | Industrials
-15.5% -0.6% 4.7% 10.6% -15.6% 7.5% 7.8% -15.9% 14.4% -8.7% 6.8%
Materials Techno Utilities Materials Materials Techno Materials Disc. Comm. serv. Health Care Utilities
-21.2% -2.9% -4.1% -2.6% -21.0% 5.2% 7.7% -16.0% 13.0% -23.0% 4.9%
Techno Materials Materials Energy Energy Health Care Energy Energy Health Care Energy Materials
-52.5% -5.7% -29.1% -4.8% -22.9% -78.4% -7.0% -18.3% -10.9% -26.6% -0.4%
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US Factors

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 YTD

High Div. Small Small Low Vol. Momentum Small Momentum Low Vol. Quality Growth Small
14.3% 18.2% 38.3% 16.8% 9.3% 19.8% 37.8% 1.0% 39.1% 43.1% 18.7%
Low Vol. Growth Momentum High Div. Quality Value Growth Momentum Growth Momentum Value
13.1% 17.3% 34.8% 14.9% 7.0% 16.9% 28.7% -1.6% 37.7% 29.6% 16.3%
Quality Quality Momentum Low Vol. High Div. Quality Growth Low Vol. Quality Quality
8.4% 16.1% 33.5% 14.7% 5.3% 16.3% 26.0% -2.0% 35.0% 22.9% 15.0%
Momentum Large Growth Growth Growth Low Vol. Large High Div. Large Large

6.1% 16.0% 32.8% 14.4% 4.6% 14.3% 22.3% -2.3% 31.8% 21.4% 14.9%

Large Momentum Large Large Low Vol. Quality Large
2.6% 15.1% 32.6% 13.6% 1.9% 11.6% 22.3% -2.6% 31.6% 21.4% 14.6%
Growth Value Value Large Large Momentum Small Growth
2.4% 15.0% 32.3% 13.4% 1.3% 11.5% 21.9% -3.7% 28.1% 18.9% 13.2%

Low Vol. Large Value High Div. Quiality High Div. Small Low Vol. High Div.
2.0% 15.0% 32.1% 12.3% 0.7% 8.0% 19.5% -4.5% 27.4% 2.6% 12.1%
Value Quality High Div. Quality Value Growth Small Value Value High Div. Low Vol.
1.5% 14.0% 28.9% 11.8% -1.9% 6.5% 17.3% -71.2% 25.7% 1.7% 9.1%
Small High Div. Low Val. Small Small Momentum Value Small High Div. Value Momentum
-3.0% 10.6% 27.1% 7.6% -3.6% 5.1% 15.4% -10.0% 22.5% 0.9% 7.2%

NATIONAL
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Canadian Factors

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 YTD

High Div. Quality Momentum
4.8% 9.7% 17.8%
Low Vol. Value Quality
4.2% 9.5% 16.6%
Quality Momentum High Div.
-4.4% 8.9% 16.0%
Momentum Large Value
-4.6% 8.1% 13.9%
High Div. Large
-8.7% 7.6% 13.3%
Large
-9.1%
Value Low Vol. Low Val.
-9.9% 6.9% 12.2%
Small Growth Small
-13.4% 2.8% 12.0%
Growth Small Growth
-15.1% 1.8% 9.9%
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Growth
19.4%

Quality
18.7%

Low Vol.
17.2%

Momentum

15.6%
Large
12.3%

Value
8.3%
High Div.
5.2%
Small
1.4%

Momentum

3.1%
Quality
-3.5%
Low Vol.
-3.6%
Growth
-5.7%
Large
-7.8%

S&P/TSX S&P/TSX S&P/TSX S&P/TSX
) 13.0% 10.6% -8.3%

Value

-8.7%

Small
-11.6%

High Div.

-14.6%

Value
30.3%
High Div.
28.5%
Small
27.9%
Large
21.4%

S&P/TSX S&P/TSX
21.1% 9.1%

Low Vol.
17.6%
Quality
12.8%
Growth

9.6%
Momentum
9.2%

Quality
12.9%
Value
10.6%

Momentum

10.2%
Large
9.8%

Small
8.3%
Low Vol.
7.8%
Growth
7.7%

High Div.

7.6%

Quality
-3.1%
Low Vol.
-6.8%
Large
-7.6%
Growth
-8.3%
Value
-8.5%

S&P/TSX S&P/TSX
-8.9% 22.9%

Momentum
-9.3%
High Div.
-10.8%
Small
-13.4%

Momentum Growth
29.1% 17.9%
High Div. Momentum
25.8% 14.6%
Quality Small
24.9% 12.8%

Low Vol.
24.1%
Small Large
23.6% 5.6%
Quality
0.7%
Growth Value
22.3% -1.0%
Large Low Vol.
21.9% -1.4%
Value High Div.
19.1% -7.4%

High Div.
25.6%
Value
21.8%
Large
18.6%

S&P/TSX S&P/TSX
5.6% 17.3%

Small
16.8%
Low Vol.
15.3%
Quality
9.6%
Growth
8.9%
Momentum
6.0%
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Fixed Income

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 YTD

Real (Can) HY (US) HY (US) Long (Can)  Prov. (Can) HY (US) Prefs (Can) Fed. (Can) HY (US) Real (Can) Prefs (Can)
18.3% 15.6% 7.4% 17.5% 4.1% 17.5% 13.6% 2.4% 14.4% 12.9% 14.3%
Long (Can) IG (US) Short (Can) Real (Can) Long (Can)  Prefs (Can) HY (US) Short (Can) IG (US) Long (Can) HY (US)
18.1% 10.4% 1.7% 13.6% 3.8% 7.0% 7.5% 1.9% 14.2% 11.9% 3.7%
Prov. (Can) Corp (Can) Corp (Can) Prov. (Can) [PFed’(Can) IG (US) Long (Can) Long (Can) ~ Muni. (Can) | Short (Can)
13.2% 6.2% 0.8% 12.2% 3.7% 6.0% 7.0% ) 12.7% 10.1% -0.5%
Muni. (Can)  Prefs (Can)  Muni. (Can)  Muni. (Can) Corp (Can) IG (US) Corp (Can) Prov. (Can) Prov. (Can) IG (US)
11.6% 5.5% -0.8% 11.4% 3.5% 3.7% 6.5% 1.1% 9.1% 9.9% -1.1%

Long (Can) Muni. (Can) = Real (Can)  Muni. (Can) Muni. (Can)  Muni. (Can) IG (US) Corp (Can)
9.7% 5.2% -1.2% 8.8% 3.2% 2.7% 4.7% 0.9% 8.8% 9.8% -2.3%

Fed. (Can) IG (US) Corp (Can) Corp (Can) Long (Can)  Prov. (Can)  Prov. (Can) Real (Can) Corp (Can) Fed. (Can)
8.4% 3.6% -1.5% 7.6% 2.7% 2.5% 4.3% 0.7% 8.3% 8.7% -2.9%

Corp (Can)  Muni. (Can) Fed. (Can) IG (US) Short (Can)  Muni. (Can)  Corp (Can) Long (Can) Corp (Can) EOYCIEUN(e=1)N OV IIN(erTy))
8.2% 3.5% -1.5% 7.5% 2.6% 2.0% 3.4% 0.3% 8.1% 8.7% -3.5%
IG (US) Prov. (Can)  Prefs (Can) Fed. (Can) Real (Can) Prov. (Can) [OYCIEUN(e=)) Real (Can) [OVCIEUN(e=)} Fed. (Can) Real (Can)

7.5% 3.4% -2.6% 6.9% 2.6% 1.8% 2.5% -0.2% 6.9% 7.3% -3.8%
Prefs (Can) = Real (Can) @ Prov. (Can) Prefs (Can) IG (US) Real (Can) IG (US) Fed. (Can) HY (US) Muni. (Can)
5.8% 2.9% -2.7% 6.8% -0.6% 1.7% 0.4% -2.2% 3.7% 6.2% -4.0%
Short (Can) | Fed. (Can) Long (Can) = Short (Can) HY (US) Short (Can) = Fed. (Can) HY (US) Prefs (Can)  Prefs (Can) Prov. (Can)
4.7% 2.1% -6.2% 3.1% -4.6% 1.0% 0.1% -2.3% 3.5% 6.2% -4.7%
HY (US) Short (Can) Real (Can) HY (US) Prefs (Can) Fed. (Can) Short (Can) Prefs (Can)  Short (Can)  Short (Can) Long (Can)
4.4% 2.0% -12.6% 2.5% -14.9% 0.0% 0.1% -7.9% 3.1% 5.3% -7.4%
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This document was prepared by National Bank Investments Inc., a wholly-owned subsidiary of National Bank of Canada. National Bank of
Canada is a public company listed on the Toronto Stock Exchange (NA: TSX).

The information and data provided in this document, including those provided by third parties, are believed to be accurate as of the date of
publication and have been obtained from sources we have determined to be reliable. We reserve the right to modify them without notice. This
information and data are provided to you for information purposes only. No representation or guarantee, explicit or implicit, is made as to the
exactness, the quality and the complete character of this information and data, and this communication creates no legal or contractual
obligation on the part of National Bank Investments Inc. The opinions expressed are not intended to provide investment advice or to promote
particular investments and are not be construed as solicitation or offer to buy or sell the securities mentioned therein, an no investment
decision should be based on them.

This document is not considered a research product under Canadian law and regulation, and consequently is not governed by Canadian
rules applicable to the publication and distribution of research reports, including relevant restrictions or disclosures required to be included in
research reports.

NBI or its affiliates often act as financial advisor, agent or underwriter for certain issuers mentioned herein and may receive remuneration for
its services. As well NBI and its affiliates and/or their officers, directors, representatives, associates, may have a position in the securities
mentioned herein and may make purchases and/or sales of these securities from time to time in the open market or otherwise.

This document is for distribution only under such circumstances in Canada and to residents of Canada as may be permitted by applicable
law. This document is not directed at you if NBI or any affiliate distributing this document is prohibited or restricted by any legislation or
regulation in any jurisdiction from making it available to you. You should satisfy yourself before reading it that NBI is permitted to provide this
document to you under relevant legislation and regulations.

© 2021 National Bank Investments Inc. All rights reserved. Any reproduction, in whole or in part, is strictly prohibited without the prior written
consent of National Bank Investments Inc.

® NATIONAL BANK INVESTMENTS is a registered trademark of National Bank of Canada, used under license by National Bank
Investments Inc.
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