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Quarterly Commentary

The Rally Continues

Financial markets posted a strong September which
helped our Dividend Value portfolio finish the .
quarter with excellent overall performance. Both | =
Canadian and the U.S. equity markets finished higher | 1
despite continued worries about trade and slower
economic growth. Since the March/April market
declines, the rally has been impressive and created
somewhat of a disconnect between the financial
markets and the real economy. The decision by the
U.S. Federal Reserve to finally shift into monetary
easing by cutting interest rates kept bullish spirits | %" [ 10
alive propelling markets to new highs. We are | .5 L 45
thankful for the market strength, but we would not L, o B B . E—
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be surprised to see some volatility creep back given
the amount of policy disruption, trade ambiguity, and geopolitical uncertainty still prevalent. For now, the outlook
for lower interest rates and better than expected corporate earnings remains a bright spot as we head into the final
quarter of the year.
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Chart 1: Contributions By 12 Largest Stocks In S&P 500 To Growth In FTM Earnings Since End-
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The 12 largest stocks in the S&P500 account for

. g
5 - LS i .

70% of the increase in forward 12-month
earnings, with the majority relating to big tech
- o o oo > companies. The combined market capitalization
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v e ¢ & o in 2022 to nearly 40% today. This speaks to the

reliance of the current bull market on a very
concentrated group of companies. Al’s promise
of productivity gains and cost reductions are pushing up valuations and expectations for future growth. With $1.5
trillion in global Al spending this year and $2.0 trillion estimated for next year, big tech is betting the future is bright.
We hope the hype can live up to expectations as the future growth of the markets is banking on it.

Sources: LSEG, Capital Economics.
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Survey Says

The main theme running through the Bank of Canada’s latest
business and consumer survey is uncertainty. Tariffs, rising
prices, and the upcoming USMCA renegotiations weigh on
expectations for future growth. Exporters across sectors are
struggling due to trade uncertainty, with the mining and auto
sectors affected the most. Accordingly, businesses remain
reluctant to hire, invest, and expand operations. The same is
true for consumers, with one third of households mentioning
the economic uncertainty as a factor negatively impacting their
spending. About 70% of consumers also thought the most
serious effects of trade and inflation were still yet to materialize.
This is part of the disconnect we see between what’s going on
in the economy and what’s happening within the stock market.
The markets are looking past the trade issues and slowing
growth and predicting things will improve through 2026.

Major central banks policy rates

Federal Reserve
Bank of Canada

European Lentral Gank

=y

2000 2003 2006 2008 2012 2015 2M8 20271 2024 20T

T Offics ik da Rl

Trade Negotiations

Chart 2: “What are the most pressing concerns for
your firm?" (% of Firms)
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Outlook for Lower Rates

The next Bank of Canada interest rate announcement
is set for the end of October. Given that forecasts are
likely to show our economy is struggling for
momentum with inflation heading below target levels,
Raymond James predicts we will see another rate cut.
A cut of 0.25% would take the policy rate to the
bottom end of the Banks’ 2.25-3.25% neutral range.
Given the weakness in our labour market and overall
business uncertainty, there’s a distinct possibility the
Bank will continue to cut rates beyond what’s
currently priced into the markets. This would certainly
be a relief for Canadians refinancing mortgages and an
added boost to the housing and stock markets.

The on-again/off-again trade negotiations between the US
and the rest of the world continue. An escalation between
the US and China caused major market jitters earlier in
October, and now Canada has once again landed in the hot
seat. Canada is boosting exports to Asia, Europe, and
Mexico, but the US still accounts for the majority our trade.
So far, the increase in non-US trade is helping offset the
decline in the US. The most important event for Canada
comes in 2026 with the USMCA renegotiations. This
agreement encompasses 85% of Canada-US trade that
remains tariff-free. A successful outcome will be critical to
Canada’s economic health and market growth for years to
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The Dividend Value Discipline Portfolio

The Dividend Value model portfolio returned 6.4% for the third quarter (net of fees, based on our model portfolio).
A typical balanced portfolio returned 5.1%, according to Morningstar (our benchmark is the Morningstar Canadian
Equity Balanced category). For the 9-month year-to-date period, we are at +12.7% vs the benchmark at 9.9%, building
on our lead from the first half of the year. At the end of September, the rolling average returns for the portfolio are:
1-year +16.7%, 3-year +13.5%, and 5-year +10.7%.

Equity markets continued to show strong performance, with global markets up broadly for 2025. In Canada, the
S&P/TSX Composite is up 23.9% so far this year, on track for its best performance since 2009, a major surprise for
anyone at the beginning of the year and particularly in early April. If you recall, Trump’s tariff and “Liberation Day”
had the index at -10% at one point. For the 3rd quarter, the TSX was up 12.5%, driven largely by the gold and
materials sector (up 37.8%).

The Canadian stocks in our portfolio gave up some performance relative to the index this quarter, up ~8%. We had
good returns but couldn’t overcome the big gains in the materials sector for which we are regrettably underweight.
Still, strong gains from financials, notably Bank of Montreal (up 21%) and TD Bank (up 12%) plus energy (Cameco,
Suncor and TC energy, all up ~15%) made it a respectable quarter.

Our U.S. stocks kept up with our Canadian side and also up ~8% for the quarter. The U.S. equity market continues
to be bifurcated between the large hyper-scaler artificial intelligence companies — and everyone else. The “Magnificent
77 US stocks (Apple, Amazon, Alphabet, Meta, Microsoft, Nvidia, and Tesla) contributed nearly half of all returns to
the S&P 500 so far in 2025. Unsurprisingly, the two best contributors to performance in our portfolio were Alphabet
(up 37.4%) and Apple (up 24.2%). Last quarter healthcare was the worst sector, but it has rebounded with AbbVie
up 25.5% and Merck (+6.9%) and Pfizer (+6.6%) both positive in the quarter.

We had limited activity during the 3rd quarter. We opted to sell Saputo (SAP), which was purchased for around $26.50
early last year at $34.39, booking a nearly 30% gain, and put that money towards General Mills (GIS). During the
same period we owned Saputo, GIS traded down 20%. We purchased Saputo when we felt it was undervalued, and
we are selling it at fair value to buy General Mills at an even better valuation to the first Saputo purchase. We sold
Cigna at a small profit due to potential changes in the pharmacy benefit manager business in the US, and trimmed
Finning prior to earnings (booking a 50% gain from last August).

Our bond portfolio was up 3.2% midway through the year and added another 2% this quarter. This was slightly ahead
of the overall Canadian Bond Universe for the quarter (+1.5%), and strongly ahead at +5.0% vs 3.0% for the first
nine months. Leading our bonds this quarter is our preferred share mandate (up 4.9%), and our BlueBay global bond
(up 3.5%).

The market has shown strength and momentum thus far in 2025, defying the odds. That said, the high concentration,
particularly in technology and primarily in artificial intelligence means that while the broad markets are doing well, it
is mostly in select few areas. While we are of course pleased with record-high portfolio levels again, we remain mindful
of the continued challenges and particularly the ongoing trade tensions between Canada and the U.S. We are starting
to eye opportunities that may outperform should the market follow the path of the dot com saga in the early 2000s.
These include dividend champions that have more modest growth but highly stable and predictable cash flows.
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The Dividend Tracker

Fundamentally, we believe that owning strong, stable companies with a track record of consistently growing their
dividends is the best way to grow your money. For this reason, we track the number of dividend increases received
in our portfolio every quarter and for the year-to-date. In the third quarter, three Dividend Value stocks increased
their dividends, and there are seventeen for the year-to-date. No dividend cuts were announced this quarter for

stocks in your portfolio.

Q3 Dividend Changes (Quarterly)
Bank of Montreal | (ncreas¢d from $1.59 10 $L.63 | g0 oy Mills | Increased from §0.60 t0 $0.61
(second increase this year)
JPMorgan Chase Increased from $l.4.10 to $1.50
(second increase this year)
*in USD
Quarterly Performance
Mandate 3-mos 1-yr 3-yr 5-yr 10-yr
Dividend Value Portfolio 6.4% 16.7% 13.5% 10.7% 7.7%
Dividend Value Benchmark 5.1% 12.0% 12.9% 9.4% 6.8%
S&P/TSX Composite Total Return 12.5% 28.6% 21.3% 16.7% 11.8%
DJ Canada Select Value 13.1% 26.2% 16.8% 17.1% 8.6%
iShares Canadian Dividend Aristocrats 7.9% 17.6% 17.8% 15.9% 10.3%
FTSE-TMX Universe Bond 1.5% 3.0% 4.7% -0.2% 1.9%

Balanced aggregate.

The above performance data is current as of September 30", 2025. Not all portfolios will be alike, given different starting dates,
slightly different securities owned, or the timing of funds added or removed. Please see the individual client statements that are being
included separately for specific account performance. The Dividend 1 alue Benchmark is Morningstar’s Canadian Equity
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DVD Quarterly Transactions

The following securities were bought this quarter: The following securities were topped-up this quarter:
General Mills Inc (GIS)

The following securities were sold this quarter: The following securities were trimmed this quarter:
Cigna Group (CI) Finning International Inc.
Saputo Inc. (SAP)

Sincerely, the Dividend Value Partners & Portfolio Managers,

a4 By ity — A

Paul Siluch Peter Mazzoni Sharon Mitchell Lincoln Jiang
Financial Advisor Financial Advisor Financial Advisor Financial Advisor
Raymond James Ltd. Raymond James Ltd. Raymond James Ltd. Raymond James Ltd.

This Quarterly Market Comment has been prepared by Paul Siluch, Peter Mazzoni, Sharon Mitchell, and Lincoln Jiang and expresses the opinions of the authors and not
necessarily those of Raymond James Ltd. (RJL). Statistics and factual data and other information are from sources RJL believes to be reliable, but their accuracy cannot be
guaranteed. The performance outlined in the report is net of fees. The client account performance may vary from the model portfolio due to several factors, including the timing
of contributions and dates invested in model. The performance reported is that of the account that represents the model, not a composite. Performance calculation for the
models may be different than the index used as a reference point. It is for information putrposes only and is not to be construed as an offer or solicitation for the sale or purchase
of securities. This Quarterly Market Comment is intended for distribution only in those jurisdictions where RJL and the author are registered. Securities-related products and
services are offered through Raymond James Ltd., member-Canadian Investor Protection Fund.

Company Name Disclosure

Definity Financial Raymond James Ltd. has managed or co-managed a public offering of securities within the last 12 months with respect to the subject company.
Corporation Raymond James Ltd. has provided investment banking services within the last 12 months with respect to the subject company.

Brookfield Raymond James Ltd. has managed or co-managed a public offering of securities within the last 12 months with respect to the subject company.
Infrastructure Corp. Raymond James Ltd. has provided investment banking services within the last 12 months with respect to the subject company.
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