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2022: fifty shades of red... and a bit of green

4| m

2022 Total Returns

Equity Regions

Cross Asset Fixed Income* S&PITSX Sectors  S&P 500 Sectors (C9) Canada Factors US Factors
Commodities Cash Energy Energy Latin America Momentum High Dividend
I oo | S —— oo 38%
Cash Short Term Consumer Staples Utilities Canada High Dividend Value
1.4% -4.0% 10.1% 1.6% -5.8% 0.6% -6.2%
Gold Federal Gov. Materials Consumer Staples EAFE Value Low Vol.
-0.7% -9.2% 1.7% -0.6% -7.8% -0.3%
S&P/TSX Mid Term Industrials Health Care Europe Low Vol. Small Caps
-5.8% -10.0% 1.4% -2.0% -8.3% -1.1%
CADUSD Corporate Comm. Services Industrials Japan Quality
-6.8% -10.1% -2.6% -5.5% -8.7% -4.8%
Balanced* High Yield (US) S&PITSX Financials World MSCI Canada
-10.1% -11.2% -5.8% -10.5% -12.0% -5.8%
US High Yield Overall Universe Consumer Disc. Materials United States Large Caps
-11.2% -11.5% -6.0% -12.3% -12.2% -6.2%
Canadian Bonds Treasuries (US) Financials S&P 500 Emerging Markets Small Caps
-11.5% -9.4% -9.3%
MSCI EAFE Utiities Growth
-10.6%
Real Estate

S&P 500

MSCI Emerging

Preferred shares

Health Care

ClO Office (data via Refinitiv) * Canadian fixed income (unless otherwise specified)

Consumer Disc.
Comm. Services
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Negative ! Positive
(16% of obs.) | (84% of obs.)

Balanced portfolio annual return distrubition (1975 - 2022)*

2008-2009
(GFC)
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CIO Office (data via Refinitiv) - * 2022 is YoY as of Nov 28
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A perfect inflationary storm...
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... pushed inflation to record highs...

7|

16% 1
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0%

-2%
1955
CIO Office (data via Refinitiv)

Global CPl inflation (yly)
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... While overheating risks mounted...

U.S. Labour market tightness: job openings and unemployment

- 2.0x
| 1.7
. . . - 1.5x
T Ratio of job openings per 4
unemployed* (right) =
i - 1.0x
| , - 0.5x
Still near
14% 1 record
tighteness|
11% 4 Unemployment rate (left)
8% A
5% A v T
3.5
2% . . .
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... inciting central banks to tighten policy markedly...

9 | m

5.0% -
4.5% A
4.0% A
3.5% A
3.0% A
2.5% A
2.0% A
1.5% A
1.0% A

Central bank policy rates and market expectations
Dotted lines = market expectations as of 31 Dec 2021

4.50%
4.25%
Fed funds rate
(upper bound)
. 1.50%
< . 1.00%

Bank of Canada

0.5%

overnight rate

0.0%
2016

CIO Office (data via Refinitiv)

2017 2018 2019 2020 2021 2022 2023

5.0%
4.5%
4.0%
3.5%
3.0%
2.5%
2.0%
1.5%
1.0%
0.5%
0.0%

NATIONAL
BANK

INVESTMENTS



... resulting in steep losses for bonds...

U.S. 10yr Treasury bonds: yield and drawdown (total return)
- 16%

U.S. 10-year yield (right) - 12%
- 8%

- 4%

. 0%

0% -
5% A

-10% A
Maximum drawdown (left)

-15% H
-20% -

-25% - -
1980 1985 1990 1995 2000 2005 2010 2015 2020 2025

10 | m  CIO Office (data via Refinitiv)
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... a significant pullback in real estate...

700,000 - Existing home sales: United States and Canada © 70,000
United States (left)
600,000 - {60,000
500,000 i Y | 50,000
400,000 - ¥ | 40,000
300,000 - - 30,000
200,000 - Canada (right) - 20,000
100,000 . : : : : : 10,000
1990 1995 2000 2005 2010 2015 2020
11 | M CIO Office (data via Refinitiv)
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... increased equity market volatility...

NBI Market Sentiment Indicator (MSI) vs. S&P 500
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... and a major factor rotation

13 |
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CIO Office (data via Refinitiv)
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Quarterly outlook
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Markets off to a good start...

16 | ma
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... as inflation finally started to decelerate...

Headline CPIl: Canada and United States

16% - - 16%

14% - - 14%

12% - - 12%

10% - - 10%

8% 1 | ' Canada CPI (yly) f - 8%
6.5%

6% - | N ,\ US CPI (yly) 6.3% - 6%

“
4% - ) i ’ '/ ' r L 4%
2% Nf L 296
[

0% J . | . 0%
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... pushing markets to expect the end of tightening is nigh

Fed funds rate
Red dashed line = current market expectations
Blue dotted line = market expectations as of Dec 31, 2022

6% A - 6%
5.00%
5% A Ptk - 5%
+50 bps ./ :
4% - +75 bps - 4%
39 4 Fed funds rate +75 bps | 304
(upper bound)
+75 bps
2% 1 +75 bps r 2%
1% - +50 bpS L 1%
+25 bps
0% 0%

2016 2017 2018 2019 2020 2021 2022 2023 2024
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Knowing when to start, stop and pivot

Federal Reserve rate-hike cycles since 1972

Date Real rate Date Real rate Date Real rate

Burns  Mar-72 2.0% Apr-74 0.9% Jul-74 -2.3%

Miller - Volcker  Aug-77 -0.6% Mar-80 1.7% Apr-80 1.3%

Volcker  Aug-80 -1.9% May-81 9.2% Jun-81 9.4%

Volcker  Jun-83 6.4% Aug-84 7.1% Sep-84 6.7%

Volcker - Greenspan  Apr-87 2.7% Sep-87 3.0% Nov-87 2.3%

Greenspan Mar-88 2.8% Feb-89 4.9% May-89 4.4%

Greenspan Feb-94 0.7% Feb-95 3.1% Jul-95 3.0%

Greenspan  Jun-99 3.0% May-00 3.3% Jan-01 1.8%

Bernanke  Jun-04 -2.0% Jun-06 0.9% Sep-07 2.0%

Yellen - Powell Dec-15 -0.2% Dec-18 0.6% Jul-19 0.7%
Powell Mar-22 -8.0% Current --> -4.5% ? ?

19 | me ~ Average 1.3% 3.5% 2.9% ~M
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Commodity prices on the mend

Commodity prices vs food & energy inflation

120% - - 14%
. Food commodities CPI Food .
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Less pressure on supply chains

Supply Chain Pressure vs goods inflation

5.0 - - 15%
4.0 {1 NY Fed Global ' : L 120
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Inflation in services remains pressured by wage growth...

U.S. Wages and Services Inflation
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... but peak looming ahead of us

23 | ™

U.S. Wages and Labour Market Conditions

0f -
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CIO Office (data via Refinitiv)

NATIONAL
BANK

INVESTMENTS



Inflation should continue to abate further...

Key CPIl components

25% 1 - 259
o (YoY, U.S.) Projections o
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... enabling the Fed to lift its foot off the brake pedal

U.S. Headline CPI and Fed funds rate projections

10% - - 10%
9% - Headline CPI L Q0p
0 Fed funds and headline CPI 0
8% A could meet near 5% in - 8%
705 March - April 2023 L 704

6% / - 6%
\
Markets N
5% 1 expectations (8, _}o-========ee-an____ - 5%
4% ~ 4%
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3% -
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2% A (effective)
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But bear market shouldn’t be over until they cut rates

Economic and financial conditions during S&P 500 bear market bottoms

S&P 500 S&P 500 2-yr yields Months since

, Real polic
Be(a;zr [n?:égtssiz:?m peak-trough | peak-trough change L?:;\'/:sd first rate tp . y
- (in %) (in months) | (past 3m)* rate
May-1970 (R) -36% 17 -175 bps Cut 0 1.8%
Oct-1974 (R) -48% 20 -253 bps Cut 2 -2.8%
Aug-1982 (R) -27% 20 -87 bps Cut 13 3.1%
Dec-1987 -34% 3 -54 bps Cut 1 2.4%
Oct-2002 (R) -49% 30 -103 bps Cut 21 -0.3%
Mar-2009 (R) -57% 17 +11 bps Cut 16 0.6%
Mar-2020 (R) -34% 1 -136 bps Cut 0 -1.3%
Average -41% 15 -114 bps - 8 0.5%
October 12, 2022* -25% 9 +124 bps Hike - -4.5%
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Due to restrictive monetary policy...

Spread between effective fed funds rate and neutral rate estimate

8% - - 8%
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... a global slowdown is underway...

Central banks and global manufacturing activity
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. mostly visible in housing activity for now

U.S. Manufacturing activity and housing market
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Many leading indicators flashing ‘red’...

. U.S. Leading Economic Indicator (U.S., Conf. Board) 130

Leading indicators

100

70

Leading indicators drawdowns (truncated at 10%) [ 40

10%
8% _
6% Recession
4% (>Z§<§/S |
0% l H

1968 1976 1984 1992 2000 2008 2016 2024
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... as the yield curve gets inverted

Percentage of inverted segments of the US yield curve
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The most foreseen slowdown in history...

Probability of a recession in the next four quarters
Quarterly Survey of Professional Forecasters of the Philadelphia Fed

50% - - 50%
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... still must be confirmed by the labor market

33 |

U.S. unemployment rate and recessions

Unemployment rate
(3m average)
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CIO Office (data via Refinitiv)
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Economic scenario (probability)

Previous

Sub-trend
growth
(10%)

Stagnation
(50%)

Base case

Recession
(40%)

Current

Sub-trend
growth
(10%)

Stagnation
(50%)

Recession
(40%)

Key elements and investment implications

* Inflation decelerates much faster than anticipated; central banks set the stage for rate cuts in 2023.

» Labour markets cool down, but without a sharp increase in layoffs: job openings drop, wage pressures ease.
* Russia and Ukraine resume talks toward a potential conflict resolution.

* Beijing's retreat from zero-COVID and additional stimulus measures support China's economic recovery.

» Household consumption proves resilient, supported by solid balance sheets and improving purchasing power.

Economic implications: Below-potential but positive real GDP growth.
Market implications: tEquities |Bond yields ||USD ; U.S. & EM > Canada & EAFE

* Inflation slows down thanks to lower goods prices and a gradual moderation in services inflation.

* Labour markets start softening but remain tight on a historical basis.

» The Bank of Canada and the Fed keep their monetary policy into restrictive territory.

+ Corporate earnings are under pressure from rising wages, higher borrowing costs and weakening consumer demand.
+ Strong household balance sheets limit the extent of the economic slowdown.

Economic implications: Stagnation; zero GDP growth and moderate increase in unemployment.
Market implications: |Equities {Bond yields JUSD ; Canada & U.S. > EM & EAFE

+ Headline inflation decelerates, but core components and wage growth remain stubbornly high.

» Major central banks keep their monetary policy deeper into restrictive territory.

* Geopolitical tensions escalate, leading to renewed commodity disruptions.

* Chinese growth falters as zero-COVID retreat leads to a major contagion wave.

* Facing elevated inflation and still rising interest rates, consumers tighten their belt and cut discretionary spending.
» Unknown financial markets fragilities are revealed, puting pressure on monetary and fiscal policy makers.

Economic implications: Recession; GDP contraction, job losses, sharp increase in unemployment. ~ gﬁL‘.‘Z”AL
Market implications: | |[Equities |Bond yields 1USD ; Canada & U.S. > EM & EAFE INVESTMENTS

CIO Office. Last update: December 21, 2022 (updated quarterly). Probabilities are subjective and can change without notice.



Three key takeaways

What to

monitor? Labor market conditions, Fed guidance

Base-case Lower inflation, central banks’ pause, growth stagnation

scenario

High volatility, caution, resilience
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Questions?



Lower inflation would impact earnings...

S&P 500 Earnings and PPI Inflation

60% - - 16%
50% -
_ - 12%
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... which should continue to be revised lower

60% - Expected earnings growth - S&P 500 - 60%
50% - - 50%
40% A - 40%
2021
30% - - 30%
20% - - 20%
100 - - 2022 L 10%
2023
0% . . . . 0%
-10% H - -10%
-20% ~ - -20%
-30% - - -30%
Jan-19 Jan-20 Jan-21 Jan-22 Jan-23

Realized (Trailing 12-month)
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US markets are still expensive

30x

25x

20x

15x

10x

5x

S&P 500 12 month forward P/E Ratio

17.5
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30-yr avg. ----+/-1 std. dev. — PE Ratio (fwd)

39 | M Bureau du Chef des placements (données via Refinitiv)
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Bond yields could increase a little further...

41 | »e

5.0%
4.5%
4.0%
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1 Fed median 2024 projection
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CIO Office (data via Refinitiv)
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... but the worst is likely behind us

Expected 1-year Total Return from Interest Rate Changes

Rate U.S. 10-year U.S. 30-year Canada Canadian Canadian
Change Bond Bond 10-year Bond Corporate* Universe*

-4.6% -15.0% -5.3% -0.4% -3.2%

-3.0% -11.4% -3.7% 0.7% -1.8%

-1.3% -7.8% -2.0% 1.9% -0.3%

0.3% -4.1% -0.3% 3.0% 1.2%

1.9% -0.5% 1.4% 4.2% 2.6%

3.5% 3.1% 3.1% 5.3% 4.1%

5.2% 6.7% 4.7% 6.5% 5.6%

6.8% 10.3% 6.4% 7.7% 7.0%

8.4% 13.9% 8.1% 8.8% 8.5%

10.1% 17.5% 9.8% 10.0% 10.0%

11.7% 21.1% 11.5% 11.1% 11.4% ‘ CATIONAL

42 | mg CIO Office (data via Refinitiv) Total Return is measured as the sum of Starting Yield, Roll Yield, and Rate Change impact (assuming only parallel shifts %

in the yield curve). *we assume no change in their spread against government securities. As of November 29. 2022.



NBAAM model shies away from equities

National Bank Asset Allocation Macro Model (NBAAM)

Excluding sentiment and valuations signals
100% 7 miskoon - 100%
90% m - 90%
80% - 80%
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60% 1 - 60%
50% - . - e T —+t 50%
40% A u - 40%
30% A - 30%
20% A w - 20%
10% - - 10%
0%__RBKMf L 0%
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Relative momentum still in Canadian equities

] GRT Model Allocations*
1 U.S. market (S&P 500)

1 Canadian market (S&P/TSX)

= =

2010 2012 2014 2016 2018 2020 2022 NATIONAL
, . - — BANK
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Too early for a sustained rally in EM?

Emerging Markets vs S&P 500 - EM Leadership Macro Conditions Indicator

100% - -
90% - i
80% A -
70% I
60% A -
50% - :
40% A -
30% - 4

. - 3
- 1
N T | T T T T 1 T T ! 0
1996 1999 2002 2005 2008 2011 2014 2017 2020 2023
Macro favourable to EM Macro unfavourable to EM
—MSCI EM / S&P 500, left —=EM Macro Conditions Indicator (right)
CIO Office (data via Refinitiv) The indicator measures 4 conditions: (1) USD on a downtrend, (2) broad-based global growth, (3) large majority of ~ BANK

45 . " .
|~ central banks accommodative, (4) EM positive relative momentum. [NVESTMENTS



The present document was prepared by National Bank Investments Inc. (NBI), 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 the data supplied in the present document, including those supplied by third parties, are
considered accurate at the time of their printing and were obtained from sources which we considered reliable. We
reserve the right to modify them without advance notice. This information and data are supplied as informative
content only. No representation or guarantee, explicit or implicit, is made as for the exactness, the quality and the
complete character of this information and these data. The opinions expressed are not to be construed as
solicitation or offer to buy or sell shares mentioned herein and should not be considered as recommendations. The
opinions are not intended as investment advice nor are they provided to promote any particular investments and
should in no way form the basis for your investment decisions.

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.

SRIIII(()NAL Open architecture.

- Endless opportunities.
INVESTMENTS




National
Bank
Investments



Our structure of

open architecture

National Bank Investments is a top-tier investment fund Over $74 billion in assets under management

management firm committed to manufacturing and distributing
investment solutions and services designed to help investors
meet their financial goals.

As a reputable top-tier asset manager, NBI selects first-rate @ 55% Fixed income and liguidities
investment talent from top global management firms.

30% International equity

. 15% Canadian equity
NBI aims to be an accelerator promoting the growth and

development of investment solutions and services with
the objective of positively impacting the lives of investors.

As at September 30, 2022

Retirement
Portfolios

Managed
Accounts

Private —

ETFs Portfolios

~ NATIONAL
BANK
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A unique approach

to investing

January 2018
ESG criteria added to NBl's OP4+
governance process

* [insignt
sy

February 2015 . * *
February 2020 February 2021
NEBI Global Tactical oiaman I October 2018 NBI offers the first BNI becomes one of
Bond Fund M.::“mm NEI becomes a member platform of actively the fatest growing ETF
f the Responsible i
o : managed ETFs based providers in Canada
October 2015 | February 2017 Investment Association . on the UN Sustainable with over 14 ETFs o April 2022
NBI SmartData Rm January 2019 Development Goals and approximately 10-year anniversary of
Equity Funds NBI Exchange-Traded Funds in Canada $2.5B in AUM BNI's Open Architecture
April 2014 November 2015 August 2016 December 2018 March 2019 June 2021 May 2022
. Rebranding IEJBI SmFor!t;e!o ge;\;cgz‘r_octlcol e NEI D\'vr:rsihed Nflil:ecirge_s a s‘igmrllory NBI Sustainable October 2021 S-year anniversary of
NATIONAL quity Funds ortfolios merging Markets of the UN Principles for Development ctober .
. BANK . gﬂ:ﬁ"‘“" . Equity Fund Responsible Investing Funds ® 15-year anniversary - NEBI Portfolios
BANK __ BANK ¥ Rothschild&Co . onsit e ey
SECURITIES INvESTERNTE . g MO Signatory of a
.
December 2016 Management PRI Al meritage
NBI Unconstrained . . vestme . v .

Fixed Income Fund

J.EMorgan
Asset Management

42 elite portfolio managers 85 proven portfolio Over 175 in-person oversight meetings
management teams with portfolio managers annually

NATIONAL
BANK
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Our OP4+ criteria for excellence

In portfolio management

More than 25 well-defined criteria

Organizational culture
Access to equity for employees
Financial stability

investment culture

rganization
&@5 Strong organization with top-tier

Experience of senior managers and analysts

Key staff stability/Clear succession plan

Alignment of manager'’s and analysts’ financial interests

ough analysts to thoroughly cover the investment universe

» Diversity within the investment team (gender, origin and experience)

88p Pzt
Stable team of investment professionals

The managers are able to establish the competitive advantage of their products
The process is clear and repeatable, but flexible to adapt to structural market changes

Accountability in the decision-making process
rocess . Debate investment ideas in committee
Proven management processes to select securities, The sell or revision process is well-defined

build portfolios and mcnage risk Risk management is an integral part of the portfolio construction process
Learn from past mistakes
Performance monitoring by an observer external to the investment team

ortfolio

C % Optimized portfolio construction
{En{ﬂ& o

Coherence between the process and the actual portfolic
Sound diversification

Current size of the portfolio and liquidity of the positions
Diligent use of cash in hand

that follows the investment process
and ensures sound diversification

The portfolio behaves as anticipated in different market conditions
Competitive pricing

Strong and predictable risk-adjusted returns

o]
WE erformance

Signatory of the United Nations Principles for Responsible Investment (or similar organizations)
ncorporation of ESG factors for value creation and risk management

Resources dedicated to responsible investment

Proxy voting and engagement in line with investment objectives

Measure of portfolio footprint and targets
Stewardship activities — SRLIENAL

INVESTMENTS

ESG + Integration of Environmental, Social

and Governance factors



NBI’s responsible investment

approach

The approaches adopted by our portfolio managers Integrating the UN Sustainable Development Goals
(SDGs) at NBI

> Responsible investing (RI) is part of our research

and portfolio construction work. Most of the investment

solutions that make up our platform incorporate

RI considerations. > As part of our open architecture structure, portfolio
managers who are responsible for subadvising our
sustainable investment solutions must ensure that
they invest in securities that contribute to achieving

Exclusion ESG investing Bestrin-class portfatlo -eation one or more of the SDGs.

® @ .@ 4 Tl T = § tuam
a0 wEL-BE Auci el o saOx
Involves excluding Involves incorporating Involves investing in Involves investing in _% m!ll
companies, sectors or data on environmental, leading securities based securities that contribute

@ven countries that are social and governance on environmental, social to the achievement of
not compatible with an criteria into the and governance criteria. one or more of the United sz T ¥ 13 o 10
8 " - o prsSTRTSE PR ) Bnow
investor's mission or values. investment processes. Nations (UN) Sustainable -
Development Goals. & 4=) 9 iy
= o
P
S0

<&
SUSTAINABLE
DEVE}DF‘MENT
GALS

> NBI offers the first platform of actively managed
ETFs based on the UN SDGs in Canada.

The 17 SDGs are as follows:

\ [/
>,
-

\ |
1\

NATIONAL
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Setting ourselves apart with our

large network of expert

Empowerment, agility and Active Strategy
CompIICIFy gre at the heart . E AtianceBemsron Alpha&"f% @Bl;u'ruGOODMAN BEAqﬁQEEK 5310 () Global Asset Management
of our mission and at the service _ & T o
of your clients’ assets. CAMBRIDGE ¢ capiTaL Coe o PFidelity
> W a‘m — []Iltst] JARISLOWSKY FRASER f;iﬂ?:;é%
Being the leading open FIERA T o
architecture provider in Canada, 2N MACKENZE iy Manulfe mestrert Monagement 526551 MELLON NaRusco
NBI is committed to providin Global Asst —-—
. e . p . g Mlgrk\)g_!;cr?\s:nt E Management

diversified investment solutions
to meet evolving client needs

Smart Beta Strategy
through our reputable partners.

¥ Rothschild&Co

Index-Tracking Strategy

0 @ | V' HORZONS EIF: 4> Invesco -

NATIONAL
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Fully invested

In a culture of excellence

Our investment resources draw on talented teams to continuously optimize our open architecture
structure. To innovate and grow, we leverage human interactions and capabilities in order to deliver

optimal risk-return investment solutions.

Our teams
Portfolio Construction Committee ClO Office
> Research initiatives > Fundamental analysis
> Portfolio construction » Strategic & Tactical asset allocation
> Communications
Portfolio Solutions Development and

> NBI Investment Solutions Alternative Investments

and Business Strategies Team > NBI Strategy and Reseach Team

53 | M

Risk and Performance Management

> NBI Risk and Execution
Management Team

> OP4+ Research

Research Teams

> NBCFM ETF and Financial Product
Research Team

> NBC Economy and Strategy Team

NATIONAL
BANK

INVESTMENTS
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The CIO Office Team

MARTIN LEFEBVRE

Chief Investment

Officer & Strategist

LOUIS SIMON-CARL r NICOLAS
LAJOIE, CFA DUNBERRY, CFA ] %-p-‘ CHARLTON
Director, Director, e 8 Director,
Investment Portfolio Quantitative
Strategy Strategy Strategy
MIKHAEL ZAID VACANT
DEUTSCH-HENG SHOUFAN

] ) = ¢ ) Analyst,
Associate, ‘ Associate, Quantitative
Investment ; ' Portfolio Strate
Strategy ‘t Strategy 8y
DIEGO
PINOCHET-LAPOINTE
Analyst,
Investment
Strategy

~ NATIONAL
BANK
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Our Asset Allocation Process

Horizon

Very Long Term

RISK POSITIONING Priority
(Investment Policy Statement)

Historical risk premiums

Horizon

~ 5 years

STRATEGIC Gl
ASSET
ALLOCATION

Long-Term Market
Expectations

~ 3-12 months

Business Cycle

56 | M CIO Office

Key Factors Models
Inflation Historical Analysis

Historical Returns

Correlations

Key Factors Models

Inflation
Building Blocks
Economic Growth
Income/Yield

Valuations

Financial Conditions

National Bank Asset
Allocation Macro

Monetary conditions (NBAAM)

Market trends Geographical Relative

Sentiment Trends (GRT)

Valuations Market Sentiment Index
(MS1)

NATIONAL
BANK

INVESTMENTS



NATIONAL
BANK

INVESTMENTS

Long-term Market
Expectations 2022-2027

Navigating troubled waters



Significant improvement in the outlook for bonds

25%

20%

15%

10%

5% A

0%

CIO Office (data via Refinitiv). *Our balanced portfolio is composed of 21% S&P/TSX, 21% S&P 500 (CAD), 12% MSCI EAFE (CAD), 6% MSCI EM (CAD),
FTSE Canada Broad Universe, 10% U.S. IG (USD), and 5% U.S. HY (USD). IQR is centered around median historical returns. As of August 31, 2022.
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5-Year Expected Returns Across Major Assets

mm Expected return (next 5 years)
mm Fxpected return (LTME 2021)

e Realized return (past 5 years)

Historical Interquartile range (IQR)

1 8.5%
6.7% = -
510 6.0% _=i= —
a3 47% STETTE S TT% T 73w
® — °
T == — L] [ J
Can. U.S.IG U.S.HY Canada 60/40* S&P/ S&P MSCI  MSCI
Bonds (USD) (USD) Corp. TSX 500 EAFE EM
(USD) (USD) (USD)

25%
20%
15%
10%
5%

0%
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Equity outperformance looks stretched on a secular basis

U.S. Stocks vs Bonds Trendline (1900 - 2022)

100000 -
10000 A
1000 - I

Spread to trendline L 125%

> 75%

i - 25%

- -25%

T T T T T _75%

1900 1920 1941 1962 1983 2004 2025
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Four key takeaways for investors

Inflation: Persistently higher, certainly more volatile

Bonds: Significant improvement in return prospects; deterioration in
diversification effects.

Equities: Narrowing differences between stock market regions;
North American markets exhibit attractive properties.

Balanced portfolios: Better performance, higher volatility; Large equity vs.
bond overweight appear less attractive.

BB NE

NATIONAL
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Our Philosophy

62 | ™

Keep it simple

Stay rational

Stay focused

Don’t overtrade

Stocks / bonds / cash / geo can generate
significant VA with large deviations

Allocations are discretionary but supported by
guantitative models acting as a reference point

Position for the next 3 to 12 months balancing
all five macro pillars; accept to be wrong from
one day/week to the other.

~ 4 to 10 changes per year (cyclical outlook
shouldn’t change every month)

NATIONAL
BANK

INVESTMENTS



NBAAM (National Bank Asset Allocation Macro) Model

National Bank Asset Allocation Macro Model (NBAAM)

100% - - 100%
National Bank Asset Allocation Macro Model (NBAAM)
X 90% - - 90%
Week chg
A 80% - - 80%
Cyclical conditions v 70% - L 70%
U.S. Economy
60% - - 60%
Global Economy A
Financial Markets 50% - T, Tl 1 —S— 0l — 50%
Monetary conditions 40% lﬂ L 40%
uantity of mone
Q Y y 30% - - 30%
Cost of money
Momentum ' 20% “J - 20%
Valuations neutral 10% - - 10%
Sentiment i i i
0% _Excludlng sentiment and valuations L 0%
1995 2000 2005 2010 2015 2020
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NBAAM Model (National Bank Asset Allocation Macro Model)

National Bank Asset Allocation Macro Model (NBAAM) Cyclical conditions
- 100% r 100%
Indicator name Level Week chg
AN 75% r 75%

v
50% T T T T T T 50%

U.S. Economy \""\-\\—‘
Manufacturing (US) 25% L 250

Corporate earnings (US)

0% - 0%
Labour market
Monetary conditions
Consumers 100% - - 100%
Global Economy v
(7 k- 0,
Manufacturing (GL) 75% 75%
Corporate earnings (GL) v 50% . .

. : : +— 50%
Economic surprises w
25% 25%

Global growth breadth

Financial M:\rkets 0% - - 0%
Foreign Exchanges Momentum
Commodities 100% 1 [ 100%
Bonds 75% A r 75%

Quantity of money 50% T T i i ' ' UL"'H‘_, 50%
Global narrow money 250 LI'\_J 25%

Central banks assets

US excess liquidity 0% - L 0%
China credit impulse 100% - . Valuations - 100%
Cost of money v/
Central banks policy rates 75% A w \/\/\,\ L 75%
Long-term interest rates ) n N )
Vield curve 50% 1\ ; ; \Vad : ; / 50%
Credit conditions 25% r 25%
AN
Relative momentum a 0% - ] - 0%
United States (R) a 100% Sentiment r 100%
Canada (R)
EAFE (R) 75% w b 75%
Emerging Markets (R) 50% L 500
Absolute momentum
United States (A) 25% r 25%
Canada (A) 0% L 00 — gﬁnl? NAL
EAFE (A _—
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NBI| Market Sentiment Indicator

NBI Market Sentiment Indicator (MSI) vs. S&P 500

5000 A -
4500 - i
4000 A I
3500 A -
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2500 A I
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1 - 60
] ' - 40
k v - 20
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NBI Geographical Relative Trend (GRT) Model

] GRT Model Allocations*
1 U.S. market (S&P 500)

— —L

2010 2012 2014 2016 2018 2020 2022
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Dynamic asset allocation

Tactical Asset Allocation

100% 100%
0 . EM 0
90% E equities 90%
EAFE
80% EQU|t|eS 80%
70% 70%
60% 60%
50% 50%
40% S&P 500 40%
30% 30%
20% 20%
S&P/TSX
10% 10%
Cash
0% 0%

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
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Our track record

160%
140%
120%
100%
80%
60%
40%

20% A

0%

Benchmark*

left

2012

Cumulative total return

Tactical Asset Allocation (left)

- 30%
- 20%
- 10%

* ETF, I50 % FTSEI/TMX Over:aII universe;l 17.5% S&II:’TSX; 17.5(IV0 S&P 500I; 10% MSCII EAFE; 5%I MSCI EM
2014 2015 2016 2017 2018 2019 2020 2021 2022

0%
- -10%

Performance (September 2022)
3-mth YTD |1lyear 3years5years Start | 2021 2020 2019 2018 2017 2016 2015 2014 2013
0.5% -12.3%( -8.2% 3.6% 5.0% 7.6% [12.1% 10.1% 16.0% -2.9% 8.0% 4.4% 11.3% 14.1% 17.9%
-0.5% -14.1%|-10.8% 1.5% 3.6% 5.8% | 83% 9.9% 13.8% -1.3% 7.6% 54% 6.4% 10.7% 12.3%

TAA*

ETF Benchmark

Value added
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0.98% 1.80%|2.59% 2.02% 1.39% 1.75% |3.81% 0.21% 2.20% -1.62% 0.34% -0.99% 4.95% 3.41% 5.64%
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