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The main macro drivers of January 2021 included the
U.S. politics on one side and the stabilization in new
COVID-19 cases and vaccine rollout progress on the
other side. The U.S. Senate went to Democrats on
January 5th after two runoff elections. This means
that President Biden will have more leeway to
implement his program with a blue Congress,
although his majority in the Senate is the narrowest
possible (50-50 with the tie-breaking vote by
Vice-President Harris). Rates sold off and curves
steepened on the news as markets priced more fiscal
stimulus than under a gridlocked Congress.

After a strong increase in December and early January,
new infections of COVID-19 started to decrease
materially both in Canada and the U.S., which bodes
well as it should open the door for a lifting of some of
the lockdown measures. The vaccination campaign
had a relatively slow start but gained pace toward the
end of January in the U.S. Canada experienced more
difficulties getting vaccines delivered, and this could
persist for weeks, so the U.S. might experience a
stronger economic recovery as restrictions could be
lifted earlier. The Robinhood/Reddit saga brought a
little bit of volatility to the markets, but it was
concentrated in specific single-name stocks. The
impact on rate markets was minimal. The main risk
that could emerge from this would be more stringent
regulations on leverage and margin trading, but it is
not clear at this point whether this will happen.
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The fund has a strategic overweight position in corporate
bonds, the latter offering a better yield than federal bonds
while having a shorter average duration which partly protects
against a possible rise in interest rates. In addition, positions in
some higheryielding assets such as preferred shares as well
as high-yield and emerging market bonds received a small
allocation. Although we do not anticipate a strong compression
of credit spreads in general in 2021, we believe that they
should remain well supported, due to the programs put in
place by central banks and the search for yield from Canadian
and international investors.

The overweighting in corporate bonds is funded through a
significant underweighting in federal government bonds,

on both the Canadian and U.S. sides. We believe the federal
government bonds should underperform in an environment of
economic recovery where the risk on credit spreads is
relatively moderate.

In the context of low interest rates and an ongoing economic
recovery, we believe that credit spreads should continue to
slightly tighten in the coming months due to the search for
yield from investors, the support from central banks and the
fiscal stimulus offered by governments. With vaccines being
efficient, the inflation set to rise, and the large amounts of new
issuance funding never seen before budgetary deficits,

we could see higher rates in the coming months. As a result,

it will pay to deviate from the benchmark duration to capitalize
on those moves.
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We will see massive fiscal stimulus and quantitative easing
programs continue as the year progresses, while overnight
rates will be kept at the zero-lower bound for a long time.
Those will likely create curve opportunities and relative
value trades.

Green bonds are becoming increasingly popular. We believe
that the ESG trend could continue to perform in the
months/years to come and we intend to increase our
allocation on opportunities.

The ongoing economic recovery could cause differentials in
the speed at which yields increase around the world,
creating opportunities for foreign investment.
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The COVID-19 pandemic is not over yet and slowerthan-
expected vaccination campaigns or new virus strains
around the world could hamper economic recovery.
Governments will pass new stimulus packages, which will
have to be financed and absorbed by the financial markets.
More bonds available could put pressure on interest rates
and steepen yield curves. Central banks will have to be
cautious on how they manage their quantitative easing
programs and how they communicate their intentions to
the financial markets in order to avoid repeating some
mistakes of the past.
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— Principal asset manager for iA Financial Group
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— A team of 184 people, including 108 investment
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fundamental analysis, identification of value and
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DISCLAIMER

This document was prepared by iA Investment Management. Unless otherwise indicated, the segregated funds presented in this document
are offered by iA Financial Group and the Mutual Funds presented are offered by iA Clarington Investments Inc.

The opinions expressed herein are based on current market conditions and may change without notice. They are not intended to provide
investment advice. The forecasts provided herein are not guarantees of future performance, and include risks, uncertainty and assumptions.
While these assumptions appear reasonable, there is no guarantee that they will be confirmed.

An investment in the mutual fund or the segregated fund may result in commissions, trailing commissions, management and other fees.
Please read the prospectus or the Information Folder before making an investment. Each rate of return indicated is a historical annual
compounded total rate of return that takes into account fluctuations in the value of units or shares and the reinvestment of all distributions
and does not take into account buying commissions or redemption fees, investment fees, optional fees or tax on payable income by a unit
holder, which would contribute to poor performance. Mutual Funds are not guaranteed and the segregated funds are guaranteed in part,
under certain conditions. The value often fluctuates upward or downward, at the risk of the subscriber, and past performance is not indicative
of future performance.

The rate of return is used to illustrate the effects of the compound growth rate only and is not intended to reflect the future values of the
investment fund or the return on an investment in the investment funds.

iA Financial Group is a business name and trademark of Industrial Alliance Insurance and Financial Services Inc. iA Investment Management
is a trademark and business name under which Industrial Alliance Investment Management Inc. operates. iA Investment Management and
iA Clarington Investments Inc. are wholly owned subsidiaries of iA Financial Group.

This publication contains information provided by companies not affiliated with iA Financial Group (“Third Party Content Providers”), including,
but not limited to, ratings, stock indexes and company-classification systems (“Third Party Content”) Third party Content is the property and
trademarked by the relevant Third Party Content Providers and has been licensed for use by iA Financial Group. The use of Data received from
Third Party Content Providers by iA Financial Group is authorized under licence.

This publication contains information provided by companies not affiliated with iA Financial Group (“Third Party Content Providers”), including,
but not limited to, ratings, stock indexes and company-classification systems (“Third Party Content”) Third party Content is the property

and trademarked by the relevant Third Party Content Providers and has been licensed for use by iA Financial Group. The use of Data received
from Third Party Content Providers by iA Financial Group is authorized under licence.

The information presented in this publication is provided for informational purposes only. iA Financial Group and Third Party Content Providers
make no representations or warranties as to the information contained herein and no not guarantee its originality, accuracy or completeness.
iA Financial Group and Third Party Content Providers disclaim all liability in respect of this information or the use or misuse thereof.

The investment funds offered by iA Financial Group (“Funds”) are not sponsored, endorsed, sold or promoted by Third Party Content
Providers. Third Party Content Providers make no representation as to the relevance of investing in the Funds, offer no guarantee or
conditions in respect thereof, or assume liability in respect of their design, administration or negotiation.

Financial and economic publications of iA Financial Group are not written, reviewed or approved by Third Party Content Providers.

Any information contained herein may not be copied, used or distributed without the written consent of iA Financial Group and/or
the relevant Third Party Content Provider.

Where FTSE indexes are used, or referenced: FTSE International Limited (“FTSE"”) © FTSE [2018] ® is a trademark of the London Stock
Exchange Group companies and is used by FTSE under licence. “NAREIT®" is a trademark of the National Association of Real Estate
Investment Trusts and used by FTSE under licence. “EPRA®" is a trademark of the European Public Estate Association and used by FTSE
under licence. “TMX" is a trademark of the TSX Inc. used by FTSE under licence.

NASDAQ®, OMXTM, NASDAQ-100® and NASDAQ-100 Index® are registered trademarks of NASDAQ Inc. and are licensed for use
by iA Financial Group.

Where the Global Industry Classification Standard (GICS) is used or referenced: the GICS was developed by MSCI Inc. (“MSCI")
and Standard & Poor’s Financial Services LLC (“S&P") and is licensed for use by iA Financial Group.

The International Equity Index Fund, the Global Equity Index ACWI Fund, the Global Stock Account, the European Stock Account and

the International Stock Account are each indexed to an MSCI index. MSCI indexes are licensed for use by iA Financial Group. For more
information about the MSCI indexes, visit htpps://msci.com/indexes.
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