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The search for yield in a situation of historically low
interest rates has led us to prioritize an overweight in
credit. We began December with a corporate credit
weighting 1.6 times higher than the index with a slightly
lower duration. Additionally, the Fund has a 1% exposure
to U.S. high yield corporate bonds, 1.5% to regular

U.S. corporate bonds, and approximately 2.7% to
short-term U.S. corporate bonds. Provincial credit is
also emphasized, mostly through an exposure to the
duration of the holdings rather than by their weight. As
for municipal securities, we favor short-term securities
but in larger quantities. For the time being, duration
management is evolving around that of the benchmark
index, but as we close in to 2021, we should be
encouraged to reduce our exposure. With respect

to interest rate risk, the Fund holds call options that
would be beneficial in the event of a drop in interest
rates. Finally, we favor transactions that take advantage
of a steeper yield curve, we are active in foreign
exchange risk through our holdings in U.S. assets,

and we actively trade interest rate risk through long

or short-term views south of the border.
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The first indicator that has caught our attention recently is not
economic, but rather the surprisingly rapid and widespread
increase in COVID-19 cases across North America. We fear that
if the epidemic worsens, some leaders may decide to shut

down portions of their economies, which would be negative for
the economic recovery that has been underway since Q3 2020.
We have seen a significant decline in economic activity in Europe
following re-confinements imposed in some countries, due to
the rapid growth of the epidemic in early fall. In fact, economic
data has recently begun to weaken in North America. On the
other hand, recent news about vaccine development has been
very encouraging. It appears that mass vaccination will begin

in the coming weeks, which should allow for a gradual reopening
of the economy in the first few months of 2021 resulting in higher
interest rates, an increase in the steepening of the yield curve
and a narrowing of credit spreads.

The Fund is significantly overweight corporate bonds, which could
be described as strategic rather than tactical allocation. Corporate
bonds provide a more attractive yield than federal bonds and have
a lower average duration, which partly protects against a possible
rise in interest rates. In addition, the Bank of Canada currently
has a program to purchase these bonds, which in turn supports
the market and justifies relatively tight spreads. Although we

do not anticipate any significant compression in credit spreads
between now and the end of the year or in 2021, we believe

that they should remain well supported.

IAAT

Investment Management



The Fund is also overweight provincial bonds, but on a more
tactical basis. Provincial bonds benefit from the “carry” effect,
which causes investors to take on more risk to increase their
returns in times of extremely low interest rates. This market
is also supported by a purchase program from the Bank of
Canada. Seasonality is favorable to provincial credit spreads
at the end of the year. This overweight could be removed

if credit spreads narrowed to too low a level, or if we
decided to take a more defensive duration positioning.
Indeed, provincial bonds have a fairly high average duration,
and would therefore be impacted in the event of an increase
in interest rates in 2021.
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Overweight positions in corporate and provincial bonds

are financed through a significant underweight position in
federal government bonds. We believe that these should
underperform in an economic recovery environment, where
the risk on credit spreads is relatively moderate.

The Fund maintains a relatively low cash balance of 1% to 2%.
This is the level we feel is appropriate to easily absorb daily
cash inflows and outflows. We are not looking to build a cash
“cushion” Even though interest rates further up the curve may
rise, rates for shorter maturities are relatively well anchored
and there are very short-term bonds with a more attractive
yield than cash (examples: corporate bonds of less than

2 years, unlisted bonds from Quebec municipalities).
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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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