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Economic and Financial Environment

As at June 30, 2020

The stock market and the economy in
opposite directions

By Sébastien Mc Mahon, M.E.Sc., PRM, CFA
Senior Portfolio Manager, Diversified Funds and Economist
Industrial Alliance Insurance and Financial Services Inc.

Last quarter, we talked about the fastest stock drop in all of Wall Street history.
This time, we discuss its fastest ever rebound that's making headlines everywhere.

Amazingly, in June 2020, the US S&P 500 stock market index somehow shifted to
positive growth, before falling back slightly at the end of the quarter. This
downturn was due, at least in part, to the perceived market risk of the highly
predicted second wave of the COVID-19 pandemic in the US and China.

Economic data has also been reassuring in recent months, with signs of a rapid
recovery in some commercial segments, such as in retail sales. However, many will
rightly argue that the data’s sequential improvement is not convincing enough to
claim that the economy is rebounding into a relieving “V" formation.

The topic of the day, then, is the disparities between the stock markets and the
economy. Are investors right to look further ahead to 2021 and 2022, and ignore
the short-term outlook? Have stock markets become vulnerable to unpleasant
economic surprises? Finally, what's happening with the bond market, where
interest rates remain anchored to March's historic lows? These are crucial
questions with no definitive answers at the moment.

Nevertheless, we believe that stock market valuations may have been
exaggerated in recent months and that, by the end of the year, the economic data
may be disappointing. However, the scale of central bank action probably justifies
relatively high valuations for both stocks and bonds. Thus, an investor might
regret staying on the sidelines, waiting for the road to be cleared of pitfalls. After
all, as investor Howard Marks aptly put it, “Every great investment begins in
discomfort.”

The whirlwind of panic is running out of steam

The pandemic-related panic that swept across the planet in the first quarter has
been gradually slowing down since April. With it, developed countries like Canada
and the US move progressively towards ending their lockdowns.

Graph 2
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Germany: ZEW survey
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Still, since it was the first country to be hit by this modern pandemic, China was
the first to reopen its doors and experience a post-lockdown environment.
China’s efforts have been a success in terms of health, as the number of new
COVID-19 cases has since been maintained at negligible levels.

Unfortunately, as the second quarter ended, Beijing saw a slight upsurge of new
COVID-19 cases, which is a precursor of a much feared second wave. As a result,
government authorities closed schools again and reinstated some social
distancing policies. In the meantime, the rest of us can only wait, hope, and (in
some cases) prays that China's decision makers and citizens can contain the virus
without instituting more radical methods.

Elsewhere, in the developed world, the end of the lockdown is going quite well.
For instance, Germany is leading the way with a very rapid return of restaurants.
Also, according to the most recent surveys (Graph 1), business confidence in
improved economic data is actually at an all-time high since 2006.

The process is also still ongoing in North America, with the highest potential for a
mess south of the Canadian border. Indeed, the risks have heightened drastically
for US citizens since the George Floyd protests began in May, which oppose anti-
black racism and police brutality. However, such political and social tensions are
only part of the US" bigger problem of the various health measures that are often
ignored, such as wearing masks, hand-washing, good hygiene, and disinfecting
potentially contaminated things and spaces. This is why, in late June, we are
already seeing a rise in the number of COVID-19 cases and hospitalizations in
more than 30 US states, including California, Texas, and Florida.

Unlike in China, however, the pandemic situations in other developing countries
are deteriorating rapidly. For example, there is a rising number of cases in several
countries, including Brazil (that now surpasses the US as the country with the
highest number of new cases, daily), and India (where containment measures are
difficult to implement) (Graph 2). The result is that the number of new cases is
still accelerating globally, despite the local Canadian impression of mission
accomplished (Graph 3).

This means that, despite the positive tone of much of the most recent data, the
pandemic market still presents significant economic risks. It should also not be
forgotten that emerging countries now accounts for almost 60% of the world’s
economy, and that forced closures of these regions would weigh on it heavily.
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Economic and Financial Environment (continued)

As at June 30, 2020

Furthermore, the Organisation for Economic Co-operation and Development
(OECD) reminds policymakers that the situation is still precarious with a rather
pessimistic forecast of economic growth for this year and the next. The OECD
showed that 2009 was the worst year on record since 1980 in terms of global
economic growth when the world economy contracted by 0.1%.

Conversely, the OECD forecasts a 6% contraction in the world's GDP in 2020,
followed by a rebound of only 5.2% in 2021. In short, the 2009 recession can't
even touch the 2020 recession, and the projected rebound in 2021 is very
unlikely to outweigh the previous year's economic decline.

If that weren't enough, the OECD also presented an alternative scenario where
the second wave of COVID-19 would hit the world economy by intensifying and
prolonging the recession. In this latter scenario, the world economy would
contract by 7.6% in 2020 and then rebound by a mere 2.8% in 2021.
Furthermore, according to the OECD, these two scenarios are equally probable!
Therefore, it is vital to breathe, stay calm, and accept that even if things improve
substantially, the situation remains (at best) seriously precarious.

Europe’s leaders roll up their sleeves

Remember that, after China, the pandemic hit Europe the hardest. Italy first,
followed by France, Germany, the United Kingdom, and then Spain. It should,
then, come as no surprise that Europe’s economy was struck the hardest of all.
Indeed, COVID-19 devastated Europe’s major economies.

Moreover, the OECD reports that, if they can avoid a second wave, GDP
contraction in Italy, the UK, and France is expected to reach approximately 12%
in 2020 (-15.0% in the event of a second wave). This projection is far ahead of
other regions of the world. In fact, the OECD also expects that Europe’s economy
will contract, shrinking between 9% and 11.5% in 2020 and only rebounding
from 3.5% t0 6.5% in 2021.

The good news is, as mentioned above, that Germany is now leading the way by
reopening its economy. Their traffic data shows that it is indeed possible to
quickly develop this “new normality” with a disciplined population.

But the most critical point for Germany is that, finally, after several years of
pressure from the European Central Bank and other European governments,

Graph 3
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Chart 1
Returns of the Canadian Bond Market as at June 30, 2020

Index Returns (%)

3 months YTD
FTSE Canada Universe Bond Index 5.9 7.5
FTSE Canada Short Term Bond Index 2.1 4.0
FTSE Canada Mid Term Bond Index 4.8 83
FTSE Canada Long Term Bond Index 1.2 1.4
FTSE Canada Federal 23 7.5
FTSE Canada Provincial 1.7 9.1
FTSE Canada Municipal 6.9 8.1
FTSE Canada Corporate 8.1 5.4

Angela Merkel's government is using its fiscal room to support growth across
Europe (Graph 4).

Indeed, this has come up many times in recent years. Germany has been
accumulating budget surpluses over several years and refused to use this
financial flexibility to support European development outside of Germany. The
rapid onset of the pandemic, which, so far, has caused more than 100,000 deaths
in Germany alone, and that has resulted in Europe’s worst recession since WWII,
precipitated this change.

EU leaders are now working together to establish an economic recovery plan.
Above all, they hope to succeed in instituting a common front in support of all
European countries. This collective should ultimately reinforce public confidence in
the EU’s ability to act in its best interests. Amazingly, Merkel is now leading her
Euro-based counterparts advocating for a European (compared to a national)
approach to economic issues.

One proposal up for consideration at the coming economic summits is the
European Commission’s proposal to lend EUR 750 billion to the local markets to
help the most severely affected economies (e.g., Italy and Spain) (Graph 5). The
markets had also welcomed the initial rumours of this proposal, which were likely
essential steps towards a new European unity. Furthermore, this unity would
count as another step towards a similar model to Canada’s, where the provinces
and territories are linked by an equalization system.

As the current quarter draws to a close, four European countries remain opposed
to the idea of unity (Netherlands, Denmark, Sweden, and Austria). This opposition
argues that the size of the proposed fund is too large, and they would prefer that
the sums be paid out as loans instead of transfers. The next few months are,
therefore, likely to be critical for Europe. Thus, the future is not yet secure.

Still, we are delighted to see European leaders seeking concrete and collective
solutions to the major issues at stake, especially economic ones.

The US’ accelerated second wave

Despite Donald Trump's predictions, the US quickly became the most brutally
severely pandemic-affected country in the world, which severely weakened its
economy. It is now official that the most extended economic cycle in US history
ended in February 2020, after 128 months.
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Economic and Financial Environment (continued)

As at June 30, 2020

Chart 2

Market Returns as at June 30, 2020

Index Returns (%)

3 months YTD
FTSE Canada 91 Day T-Bill Index 0.1 0.8
FTSE Canada Universe Bond Index 5.9 7.5
S&P/TSX Composite Index 17.0 (7.5)
S&P 500 (Can. $) 15.3 1.8
MSCI - EAFE (Can. $) 9.9 (6.9)
MSCI - World (Can. $) 14.2 (1.0)
Exchange Rate (Can. $ / US $) (4.3) 5.0

Chart 3

Market Returns as at June 30, 2020

Index Returns (%)

3 months YTD
S&P/TSX Sector returns
Energy 10.9 (30.3)
Materials 42.0 15.4
Industrials 13.2 (3.8)
Consumer Discretionary 329 (10.8)
Consumer Staples 1.7 13
Health Care 9.9 (30.9)
Financials 6.2 (16.2)
Information Technology 68.3 62.0
Communication Services (1.0) (9.0)
Utilities 3.8 (1.7)
Real Estate 11.8 (20.0)
S&P/TSX Composite Index 17.0 (7.5)

Moreover, US GDP contraction in the first quarter of this year was 5%, which is
the worst result since the fourth quarter of 2008. The second quarter, meanwhile,
is shaping up to be another one for the history books, with an expected
annualized contraction of about 40%!

To understand the magnitude of this shock, one need only look at the labour
market.

Since February, 20 million US jobs have been lost, which corresponds to a total
loss of roughly 13% of the country's workforce. Furthermore, economists and
market analysts are riveted daily by the astounding amount of employment
insurance claims figures. Although these statistics initially showed a noticeable
drop in El claimants, they are now (at the end of the quarter), reporting another
high of around 1.5 million claimants per week.

We are also keeping our focus on the number of individuals who remain on
employment insurance. Here, again, we note that, since the rapid decline of
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COVID-19 cases, many workers were reinstated immediately. Still, little progress
has been made since mid-May. Thus, there is no doubt still a long way to go
before the US economy can reabsorb all of its lost workers. This means that the
coveted V-shaped economic recovery is still a distant dream for people the world
over. While we have made some significant steps forward in recent months, the
world's economic outlook continues to remain uncertain.

It's similar to the retail side.

The magnitude of the US" fiscal stimulus was such that many of the newly
unemployed suddenly found themselves with incomes higher than with their
previous employment, at least for a few months. Contrary to what is usually
observed during long periods of high unemployment, on average, US households'
disposable income has, in fact, risen since the beginning of the recession. This rise
of disposable income has had very positive impacts on retail sales, encouraging
some observers to suggest it's no longer unfeasible to have a “V" recovery for
household consumption.

Sadly, the details of this spike in retail sales are less encouraging. While online,
food and beverage, and building materials sales are recovering rapidly, several
key sectors—such as clothing, furniture sales, and, most importantly, the
restaurant industry remain under intense pressure (Graph 6). A gradual and
uneven return of consumer spending is to be expected over the coming quarters,
and the pace and nature of this return to some semblance of a “normal” life will
be critical.

Indeed, there has been a wave of protests that swept the streets of major
American cities after the police killing of George Floyd in late May. These protests
could be a decisive factor in the speed at which Americans will be able to
proceed at the end of the lockdown.

Despite the clear importance of these protests and their cause, when gathering
thousands of tightly packed, hot, sweaty, and (very rightly) angry people, it's
impossible to meet public health standards. Such situations significantly increase
the possibility of a second wave of COVID-19 cases in the second half of 2020.
While it's still not clear whether the first wave is finally under control, more than
half of the US states are already showing a rise in new cases and hospitalizations.

The message from the Trump administration is also quite clear: The US economy
will not close its doors if a second wave occurs. This means that household and
business confidence will undoubtedly be weakened. Every day, it's looking more
and more unlikely that we will ever return to the same world and daily lives we
had before March 2020.

Diplomatic relations between China and the US are also back in the spotlight due
to the rapidly approaching presidential election in November. President Trump’s
chances of being re-elected have greatly diminished recently because of his poor
handling of the pandemic. The president is currently second in the polls, trailing
by a whopping 15 points, and, if it wins, the Democratic Party may even be able
to control both the Senate and the House of Representatives. In fact, the last time
a president with such a low popularity rating had been re-elected was during
WWIL.

With the pandemic, came the onset of the so-called pandemic market that was
paired with an economic recession and a rise in social and political tensions.
Faced with this steep hill to climb, the president’s strategy needed adjusting. And,
according to some media reports, publicly available Republican Party strategy
documents recommend that the president take a frontal attack on China.
However, such an attack is reportedly viewed unfavourably by the electorate, and
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Economic and Financial Environment (continued)

As at June 30, 2020

Chart 4
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they dictate his chances of re-election in November. It remains to be seen
whether this strategy will be successful, but we can expect potential diplomatic
sparks this summer if recent history repeats itself.

Canada: Pandemic wrinkled his unanimous AAA rating

Canada, as explained last quarter, found itself in a multifaceted crisis: pandemic,
declining access to resources, unemployment, rising prices, and border closures.

There is no need to repeat here the force of the pandemic’s economic impact
since most of the elements mentioned above for the US economy apply to
Canada too. On the other hand, Canada’s unemployment rate was as high as
13.7% in May, which was the highest among the G-7.

Since the Canadian economy, like that of other developed countries, is heavily
weighted towards service sectors, it is not surprising that its labour market is hit
hard in times of social distancing. Canada'’s employment rate (the number of
workers as a percentage of the working-age population) fell from about 62.0%
in March to an all-time low of 53.5% in May (Graph 7). We will likely see the
ratio rise again over the next few years. Still, it will take several years for the
Canadian economy to reintegrate all of these unemployed people back to work.

The Trudeau administration’s COVID-19 financial relief programs have been
generous, including wage subsidies that have helped employers maintain their
employment relationships with their workers. However, evidence suggests that
these programs would not have been as popular as expected. In addition to the
reasons cited above, there was also the generous Canadian Emergency Response
Benefit (CERB), which would have prompted some companies, such as Air
Canada, to initiate temporary layoffs rather than paying a small portion of their
employees’ wages.

As a result of these financial cushions and the growing pandemic economy, the
majority of the pandemic’s newly unemployed households have been able to stay
afloat during the containment. Still, concerns are now emerging about the speed
at which Canada could rebound back from this challenging period. Time will tell
whether Canada'’s strategy reinforcing the employment relationship between
employers and employees was the right one.

Business support programs have also been criticized since they are mostly loans
and not grants, leaving many entrepreneurs with a heavy debt burden.

On the plus side, the various levels of the Canadian government's debt burden
are likely to be lower than expected, leaving more room for an eventual economic
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stimulus package. It is also likely that a temporary reduction in sales taxes (like
Germany has already announced) would be an effective measure to encourage
both households and businesses to spend money and stimulate our fragile
economy back to some semblance of its former self.

Since, in the second quarter, Fitch downgraded Canada's credit rating to "AA+
with a stable outlook,” it is evermore critical that we boost our economy from
within. Fortunately, Canada continues to enjoy a perfect rating from the other
three major rating agencies. While further downgrades are possible, Canada's
fiscal position remains enviable globally.

Despite appearances, we do not believe there is cause for concern for two
reasons. First, Canada is not alone in its efforts to support a pandemic-stricken
economy. It had ample fiscal room to act decisively. Second, interest rates on
federal bonds remain at historic lows, indicating that the government will still
have no difficulty financing its debt.

Markets: Optimism is back

Like 2020's first quarter, its second-quarter made history. This time, however, for a
different reason: Wall Street saw its best performance over 50 business days since
the lows of March 23rd to mid-June. As of June 8th, the US S&P 500 Index had
even recouped all of its losses since December 31, 2019!

At the end of March, the US Federal government made a brawny commitment to
an unlimited financial easement program. More importantly, this program
extended its purchases to the corporate bond market. Thus we argue that this
would likely seal the bottom of the correction for both the equity and credit
markets.

There were two main reasons for this statement.

First, an unlimited program of quantitative easing means that financial markets
will be flooded with liquidity for years to come, and history tells us that this is
more than enough to restore investors' appetites for risk. The worst-case scenario
for equity and credit markets is one in which liquidity is lacking. This is because
investors fear that they will have difficulty exiting their positions in time. Also,
programs launched by the Federal government and other major central banks
around the world are driving such fears out of the picture.

Second, the announcement of corporate bond purchases is significant. The worst
fear of policymakers (and investors) is that the current health crisis, which is
temporary, will create permanent financial problems for American companies,
pushing them towards bankruptcy. The Fed's corporate bond purchase program
directly addresses this issue by ensuring that any company that had good quality
balance sheets before the health crisis began would be able to fund itself directly
from the Fed should bond investors lack appetite.

For now, this program'’s very presence has been enough to both rekindle risk
appetites and significantly lower credit spreads in the corporate credit market.
This change was achieved without the Federal government having to lend directly.
The magic is that the Fed's presence in this market encourages investors to buy
the securities of risky companies, trading at a discount since they understand that
the Feds would reap the benefits if they did not.

In economic terms, this measure is also very positive, since it dramatically reduces
the risk of a credit-market freeze. This risk reduction is the real transmission belt
of the Westernized capitalist system, thus limiting the number of potential
business bankruptcies and job losses resulting from the pandemic.
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Economic and Financial Environment (continued)

As at June 30, 2020

Our level of confidence in March was reinforced by the broadly coordinated
response by fiscal and monetary authorities worldwide. As mentioned in our
publication last quarter, the accumulation of decisive action was exactly what the
economy needed.

Among the vital fiscal elements, let us recall the early G-20 meeting to coordinate
efforts. In total, the financial responses of governments the world over have
exceeded 6% of the size of global GDP. This outcome is well beyond that of the
2008-09 recession, and it continues to grow.

In June, for example, Germany added another fiscal stimulus package to its
platform, totalling 4% of the size of the German economy and 1% of the
European economy. In the US, negotiations continue between Democrats and
Republicans to launch another stimulus package later in 2020.

Regarding central banks, there has been a lot of talk about the Fed. Still, the ECB
has added a lot of liquidity on top of the bond-purchase program the government
initiated before the COVID-19 outbreak. In addition to a small corporate bond
purchase program, the Bank of Canada also enrolled for the first time to buy
federal and provincial bonds.

Even central banks from emerging markets acted decisively, as they collectively
cut policy rates by more than 2,000 basis points. Some observers now expect
some of the other banks to announce quantitative easing programs soon.

All of this change explains the market's extraordinary rebound in mid-June. Even
the technical indicators focusing on market depth send positive long-term signals.
At one point, more than 90% of S&P 500 stocks were trading above their 50-day
moving average, a rare occurrence usually seen at the beginning of long bull
markets.

This market craze was not limited to equities and the corporate credit market.
Natural resources, such as oil and copper, also benefited. And, of course, the
Canadian dollar, historically correlated with investors’ general risk appetite and
resource prices, also had a very positive quarter.

Even so, in June, it became a matter of concern whether the markets had not
bounced back too high, too fast. Signs of exuberance and complacency were
beginning to percolate in early June. Also, stories of young investors making huge
gains trading Netflix and Tesla, among others, were attracting media interest.
History dictates that these episodes of rapid price rise often end badly. Therefore,
we have taken a more neutral stance in the past month.

In fact, we have begun to work with a scenario of gains consolidation in both the
stock market and the corporate bond market over the summer. We expect a
volatile third quarter, with the potential for a slight market decline over the next
few months.

Bond markets are a different story, however. Government interest rates are still
hovering at historic lows (Graph 8), which is a sign that bond investors are not at
all convinced that the economy can recoup its losses as quickly as the stock
market.

Therefore, as said above, the economic outlook for the coming years remains
bleak and unclear. The main factor explaining this widespread low interest rate
environment is, in our opinion, rather dependent on the general stance of central
banks. Central banks, however, are increasingly announcing loud and clear that
their key rates will remain at floor levels for as long as necessary. The
accumulation of quantitative financial easing programs is also helping to
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maintain strong downward pressure on interest rates. This pressure leads us to
believe that the bond market is probably trading in line with its fundamentals.

If this is the case, then we can expect the appeal of equity markets to remain
high in the coming quarters. As a result, stock market valuations will appear
expensive when compared to historical values.

In the second quarter, the Canadian bond market, as measured by the FTSE TMX
Canada Universe Bond Index, returned +5.9%. Also, the FTSE TMX Canada Short
Term Bond Index returned to +2.1%. Finally, the FTSE TMX Canada Long Bond
Index returned +11.2%.

The US equity market, as measured by the S&P 500 Index, provided a total return
of 20.5% in the second quarter (15.3% in Canadian dollars). The Canadian stock
market, as measured by the S&P/TSX Index, rose by 17.0%.

The European market, as represented by the MSCI Europe Index, returned 13.1%
in the second quarter (10.6% in Canadian dollars). The MSCI EAFE Index returned
12.6% in the same quarter (9.9% in Canadian dollars). Meanwhile, the MSCI
World Index returned 18.5% for the quarter (14.2% in Canadian dollars).
Emerging markets, as measured by the MSCI Emerging Markets Index, returned
16.8% for the quarter (13.0% in Canadian dollars).

Strategy

Because we anticipated that the March 23rd low point would the worst of the
pandemic’s bear market, during the second quarter of 2020, we adopted an
aggressive strategy using various management solutions.

The first part of this strategy was directed at overweight equities, with a
preference for US equities, given the favourable components of the Wall Street
Stock Index. Indeed, the S&P 500 Index is composed of more than 40% of stocks
in the technology and health care sectors. These two sectors are expected to have
a tailwind in the coming years with a growing demand for teleworking, web-
based communications, and increased health care needs (Graph 9).

Our strategy did not disappoint, as Wall Street lead the first half of the quarter.

We then rotated our market overweight to Canadian, overseas, and emerging
market equities, where more cyclical sectors such as finance, natural resources,
and industry are more prominent. As economic news showed sequential
improvement and the developed world reopened its economies, these markets
began to shore up some of the lagging US indexes, finally allowing for healthy
diversification within global equity markets.

In June, as signs of exaggeration began to appear, we gradually reduced the
weight of US equities to underweight and direct the proceeds to cash. As the
quarter ended, our Managed Solutions had neutral or below-target equity
exposure. We anticipate a more volatile third quarter, in which international
equities may outperform US equities due to their attractive valuations and the
risks facing the US economy in the fall.

For instance, because the risk remains for an accelerated second wave of COVID-
19 cases in the US, particularly given President Trump’s profuse preference for a
rapid (if unsafe) end to the lockdown and a return to normalcy. Indeed, in mid-
June, we saw worrisome signs as some states backtracked their plans to reopen.

Also, President Trump's chances of being re-elected in the fall greatly diminished

during the second quarter. His appeal was tarnished by his principal role in the
country's current, deeply troubled socio-economic climate. Perceptions are still so
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Chart 5

Economic and financial scenarios

Economic scenario

Change since
March 31, 2020

2018 2019 2020 2021 2022 2020 2021
u.s. Real GDP 2.9% 2.3% -6.0% 4.1% 2.9% -1.5% -0.4%
Inflation rate 2.5% 1.8% 0.8% 1.7% 2.0% -0.3%
Unemployment rate 3.9% 3.7% 10.2% 8.1% 7.0% -1.8% -0.9%
Canada Real GDP 2.0% 1.7% -5.8% 4.7% 2.4% -0.8% 0.7%
Inflation rate 2.3% 1.9% 0.6% 1.6% 2.0% +0.4% -0.4%
Unemployment rate 5.8% 5.7% 9.9% 8.0% 7.0% +0.9% =
Financial scenario*
Change since
Targets March 31, 2020
Actual Dec. 2020 June 2021 Dec. 21 Dec. 2020 June 2021
Interest rate

U.S. 10-year rates 0.53% 0.95% 1.25% 1.50% -0.30% -1.00%
Canada 10-year rates 0.69% 0.75% 1.00% 1.20% -0.60% -1.30%

Exchange rates
Us $/Can. $ 0.74 0.76 0.78 0.80 +0.20 0.00
US $/Euro 1.12 1.15 1.17 1.20 - -
0il price (WTI). US $ 39 42 45 47 +6 +5
S&P 500 3,100 3,150 3,270 3,400 +250 -30
S&P/TSX 15,515 16,450 17,250 17,960 +600 +250

* end of period

strong among ... Trump mismanaged both the present health crisis and the
political tensions that continue to profoundly damage the country and its people.

At least, on the upside, this tragedy has mobilized the entire planet to work
together for solutions to the mounting problems accompanying this modern-day
pandemic.

Also, if the current polls were the final say and a Democratic president was
elected, with a Democratic majority in the Senate and Congress, it is reasonable
to expect an initial negative stock market reaction. The reason for this reaction is
simple: Democrats tend to be less lenient on corporate taxation and could tum the
tide on the Trump administration’s reform measures, implemented at the end of 2017.

Moreover, given the close ties between Wall Street and the US corporate credit
market, it is vital to take a good look at the US corporate credit market's signals.
As the quarter comes to a close, the tightening of credit spreads in high-yield
corporate bonds suggests that investors are anticipating an overwhelming
success for the Fed's corporate credit market support program. Should a larger
than expected wave of corporate defaults hit in the coming months, we could see
a return to volatility on Wall Street.

In the bond market, rates remain anchored near historic lows. Given our
expectations of a slow economic recovery (that the global economy will return to
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its late-2019 peak no sooner than 2022) and the need for central banks to
maintain ultra-accommodative financial policies, it is difficult to see attractive
returns from a bond portfolio in the coming quarters. In the longer term, since
interest rates will eventually rise, we even expect government bonds to offer
negative returns over the next 5 to 10 years.

As a result, we continue our strategy of underweighting bonds in our diversified
portfolios in favour of equities and cash. The latter allows us to quickly dive into
riskier markets such as equity or trade credit when an opportunity arises.

Finally, in terms of risk management tools, the historically low level of interest
rates has the unfortunate effect of greatly reducing the effectiveness of one of
our main risk management tools: long-term bonds. Current bond market
valuations limit the return potential of this asset class in declining equity markets
when interest rates are not attractive enough to justify long-term holdings.

We now prefer to use gold as a risk management tool, since it has demonstrated
since the beginning of the year, that it offers good portfolio diversification and a
tendency to appreciate in periods of stock market volatility. As a bonus, the long-
term outlook for this precious metal is, in our opinion, favourable, with all the
liquidity that central banks will inject over the next few years. Indeed, the 2008
to 2012 episodes showed that quantitative easing is beneficial to gold, so we
expect it to fetch higher prices in the quarters and years to come.
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Graph 4
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Graph 9
Sectors weights (%)* u.S. Canada EAFE EM Japan
Information Technology 26.3% 10.4% 8.0% 16.7% 11.9%
Health Care 15.0% 1.0% 14.7% 3.8% 12.0%
Financials 10.3% 34.0% 15.7% 20.2% 9.4%
Telecommunication Services 10.9% 3.2% 5.4% 13.0% 9.2%
Consumer Discretionary 11.0% 3.6% 11.6% 15.9% 18.1%
Industrials 8.0% 9.8% 14.6% 5.0% 20.4%
Consumer Staples 6.9% 5.0% 12.2% 6.7% 8.2%
Utilities 3.2% 3.9% 4.1% 2.5% 1.7%
Real Estate 3.0% 0.6% 3.2% 2.7% 3.6%
Energy 2.8% 15.8% 3.5% 6.4% 0.7%
Materials 2.5% 12.9% 7.1% 7.1% 4.8%

Source: MSCI INC, May 29, 2020




Market indicators
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Canadian and US Interest Rates

10 Year Period ending June 30, 2020
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Market indicators (continued)

Total Return Index
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Our Investment Advisors

IAAT

Investment Management

iA Investment Management, a subsidiary of Industrial Alliance Insurance
and Financial Services Inc. (Industrial Alliance), offers management services
to affiliated companies as well as to institutional clients. iA Investment
Management relies on a team of more than 120 individuals, including more
than 60 investment professionals, operating in its offices in Quebec City,
Montreal and Toronto. This team of professionals sees to the management of
several diversified, bond and stock mandates. The performance of the various

4
AberdeenStandard
Investments

Aberdeen Standard Investments is a leading active management firm that manages
a wide range of assets: developed and emerging market equities and fixed-income
securities, and alternative, multi-asset, real estate and private market investments.
The firm leverages the depth and scale of its investment capabilities and its global
presence to make better-informed decisions and adapt to a constantly changing
world.

The firm believes that markets are inefficient and that superior long-term performance
can be achieved by holding good quality stocks trading at reasonable price for the
long term.

Aberdeen Standard Investments uses a bottom-up process based on a
disciplined evaluation of companies which considers quality as the most important
criterion, followed by price.

Aberdeen Standard Investments is the investment arm of Standard Life
Aberdeen PLC, a company created in 2017 from the merger of Standard Life PLC and
Aberdeen Asset Management PLC. Standard Life Aberdeen PLC is one of the largest
investment management firms in the world.

ADDENDA I
CAPITAL

Addenda Capital is a privately-owned investment management firm that looks
after pension, private wealth, insurance, corporate and foundation assets. It actively
manages a wide range of assets classes including fixed income, equities and
commercial mortgages.

Being of the most important multi-assets investment firms in Canada, Addenda
Capital favours an approach based on fundamental research and thorough risk
evaluation that integrates sustainable investing practices. Its mission is to add long-
term value through innovation, discipline and integrity, in close partnership with our
clients and for a better future.
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portfolios managed by the team demonstrates efficient and prudent management,
which adds value without taking undue risk.

iA Investment Management also supervises all external fund managers to
whom it entrusts certain mandates.

AlphaFixe

Capital

Founded in 2008 by three seasoned professionals, AlphaFixe Capital is a Quebec
investment management firm specializing in fixed-income securities that serves
mainly institutional clients. The entrepreneurial spirit and vitality that drive AlphaFixe
are well suited to investors seeking a partner to assist them and overcome the
challenges they face AlphaFixe's investment philosophy is based on a rigorous risk
management process. The strategic notions of capital preservation and flexible
execution serve as a constant guide for AlphaFixe and extend also to its internal
management models, which are both sophisticated and accessible.

‘ BAILLIE GIFFORD

Founded in 1908, Baillie Gifford Overseas is an Edinburgh-based independently
owned investment management company. Its private partnership structure allows the
firm to put its clients’ needs first and be home to truly active investors. Its portfolios
are shaped by where the best investment opportunities lie, rather than where the
index indicates. The firm has a long-term, multi-generational focus which reflects the
firm's approach to investing and the stability it provides to its clients.

Baillie Gifford's investment teams process is fundamentally driven and based on
collaborative research. The firm believes the best way to generate long-term returns
for its clients is to focus on the task of identifying and investing in those companies
which have the potential to grow at a faster rate and on a more sustainable basis
than peers. Fund management teams conduct rigorous qualitative research to
establish whether prospective investments have the competitive, financial and
strategic advantage to deliver that potential. Investment ideas are discussed and
debated across the investment teams, and the firm is always looking for that novel
insight to enhance its collective knowledge. The firm sets no barriers to the
imagination of its investors, encouraging fresh perspectives and the use of diverse
sources of information.
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Our Investment Advisors (continued)

E BEUTELGOODMAN

I' NV ESTMENT C O UNSE L

Beutel, Goodman & Company Ltd. (BG) was founded in 1967 as a privately
owned, value-oriented Canadian investment management organization. Majority
owned by its employees, BG specializes in the management of domestic and global
equity, as well as balanced and fixed income mandates for institutional and individual
investors.

BLACKROCK

BlackRock, Inc. is a leader in investment management and advisory services for
institutional and retail clients worldwide. BlackRock offers a large variety of
products to meet clients’ needs, including active and index strategies across markets
and asset classes.

CONNOR, CLARK @) LUNN

[ INVESTMENT MANAGEMENT

Established in 1982, Connor, Clark & Lunn (CC&L) is one of Canada's largest
independent partner-owned money management firms. The firm offers a diverse array
of investment services including equity, fixed-income, balanced and alternative
solutions. CC&L provides professional management of financial assets for pension
fund sponsors, capital accumulation plans, corporations, not-for-profit organizations,
First Nations, mutual funds and individual investors.

@ Investments

Cl Investments is an independent Canadian investment company founded in 1965.
It is passionate about providing exceptional service, strong performance and best-
in-class, actively managed investment solutions. CI Institutional Asset
Management, a division of Cl Investments, offers investment solutions to leading
financial institutions, pension funds, endowments, foundations, and family offices. We
operate as a multi-boutique firm, with a number of portfolio management teams
offering a variety of actively managed fixed-income, balanced, equity, target risk,
target date and alternative strategies.

3 EPOCH

Epoch is an asset management firm founded in 2004 and based in New York City.
Epoch believes that growth of free cash flow, and the intelligent use of that cash
flow, represent the best predictor of long-term shareholder return. It looks for strong
company management with a commitment to financial transparency and a track
record of delivering returns to shareholders. In addition, the firm places an emphasis
on portfolio risk management. Epoch is a wholly-owned subsidiary of The Toronto-
Dominion Bank and an affiliate of TD Asset Management Inc.
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O Fidelity

INVESTMENTS

Fidelity Investments Canada ULC is part of Boston-based Fidelity Investments,
one of the world's largest providers of financial services. In Canada, Fidelity
manages substantial mutual fund and institutional assets for institutional clients
including public and corporate pension plans, endowments and foundations, as well
as other corporate assets on behalf of clients across Canada.

Committed to long-term performance, Fidelity Investments selects equities
according to a “bottom-up” fundamental investment philosophy and a proven,
disciplined approach.

@
FIERACAPITAL

Fiera Capital Corporation is a large, independent, full-service, high quality, strongly
capitalized investment management firm. It is driven by an aspiration to constantly
deliver optimal performance in everything it does. Its structure promotes excellence
within its specialized investment teams by combining the flexible and efficient
environment of a multi-style investment manager with the scale of resources offered
by one of Canada’s leading investment firms. Fiera Capital has several hundred
employees located in its offices around the world.

FISHER INVESTMENTS®
INSTITUTIONAL GROUP

Fisher Investments is an investment adviser serving a global client base of
institutional and individual investors including corporate and public pension plans,
foundations and endowments, insurance companies, healthcare organizations,
governments, investment companies and high net worth individuals. Its founder, Ken
Fisher, designed the firm with one vision in mind: putting clients at the forefront and
building an investment management firm to support long-term investment objectives.

The firm's investment philosophy is rooted in the firm belief capitalism is the best
possible economic structure in this imperfect world. Individuals acting of their own
interest in search of profits are forces that ultimately benefit all. Markets are a
manifestation of this and a means to participate and financially benefit.

Fisher Investments starts with a top-down investing process and the belief that
the most important investing decision is the portfolio’s asset allocation—the mix of
equities, fixed income, cash and other securities.

Wi FORSTRONG

GLOBAL ASSET MANAGEMENT INC

Founded in 2001, Forstrong is the first Canadian manager to offer global asset
allocation strategies using ETF securities exclusively. Forstrong offers active global
management and has the longest track record in global ETF portfolios.

Every day, Forstrong’s goal is to provide every client with optimal exposure to the
right assets, in the right allocation, at the right time. Its investment decision-making
process is documented, disciplined and proven.
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HEXAVEST

Founded in 2004 and based in Montreal, Hexavest is an investment management
firm specialized in discretionary investment management of equities and tactical
asset allocation for institutional clients. The firm is majority-owned (51%) by its
employees and by Eaton Vance (49%), a U.S.-based investment management firm.

The creation of Hexavest came about when its six founding partners decided to
unite their efforts to build a dynamic and stimulating environment that would enable
them to focus on generating added value for their clients. The investment team was
formed in 1991 and has expanded over the years to develop a very unique and
rigorous investment approach that has generated value in all types of market
environments, especially in difficult and turbulent times. Hexavest possesses an
edge in analyzing macroeconomic factors and in identifying excesses at the stock
selection level. Thus, the firm's approach is predominantly top-down and combines
fundamental research and proprietary quantitative models. Considerable emphasis is
placed on preserving client capital, which is reflected by a value bias in the various
portfolios.

Iyim

investors

Founded in 1990, IFM Investors is an Australian investor-owned fund manager
which focuses on delivering superior long-term performance through quality
portfolios that have a strong risk focus. It is also a pioneer and leader in infrastructure,
investing on behalf of institutional investors globally, with over 20 years of experience
while also specializing in debt, private equity and public equity investments.

IFM Investors has a long track record of behaving and investing responsibly.
It integrates ESG factors at all stages of the investment process by using ESG
data alongside traditional management and financial data to find the best suited
investment opportunities at any given time.

Invesco

Invesco, is a leading independent global investment management company,
dedicated to helping people worldwide build their financial security. Invesco has
earned the trust of investors around the world. With fully integrated investment
capabilities that span traditional and alternative asset classes, Invesco is one of the
world's leading names in investment management for institutions and individuals
worldwide.

With several hundred investment professionals operating around the world, Invesco
has a significant presence in the institutional and retail markets across North America,
Europe and Asia-Pacific. Invesco's extensive global footprint, high level of
diversification and full range of investment capabilities enable it to quickly and
effectively meet the diverse needs of its clients, wherever they reside. Invesco’s
single focus on asset management means that its investment and marketing
professionals are dedicated to achieving the strongest, most consistent investment
performance over the long term.
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JARISLOWSKY FRASER

GLOBAL INVESTMENT MANAGEMENT

Jarislowsky Fraser Limited is a Canadian investment management firm owned by
The Bank of Nova Scotia. The company was founded in 1955 and has offices across
Canada and in New York City.

Jarislowsky Fraser Limited is a long-time leader in the management of pension
funds and endowment funds. Most of its institutional clients are corporations,
governments and Canadian endowments, but the firm also has a considerable
individual clientele. Funds are managed according to a growth at a reasonable price
(GARP) approach, and aim to protect capital and achieve long-term growth. The
management of absolute risk is a characteristic of Jarislowsky Fraser’s investment
approach. The reference index is not an important concern when constructing
portfolios.

$J LAZARD

Lazard Asset Management is known for its global perspective on investing and
years of experience with global, regional and domestic portfolios. With several
hundred investment professionals worldwide, Lazard offers investors of all types an
array of equity, fixed-income and alternative investment solutions from its network of
local offices around the world. Lazard’s team-based approach to portfolio
management helps it deliver robust and consistent performance over time, and strong
client relationships allow Lazard to understand how to employ its capabilities to its
clients’ advantage.

MAWER

Founded in Calgary in 1974, Mawer Investment Management Ltd. (Mawer) is
an independent investment management firm.

The firm employs a disciplined, research-driven process and long-term view in the
management of global portfolios. Value-added returns are achieved through prudent
security selection and portfolio mix based on bottom-up, fundamental analysis.
Consistent returns are achieved through a team process which benefits from the
breadth and depth of all investment specialists.

Mawer presents a proven investment style over long measurement periods—a style
that does not fit easily into either a growth or value category. It does not consider
itself a value investor because it looks for companies with strong and improving
business fundamentals. Nor does it see itself as a growth investor because it is not
exclusively looking for companies with high earnings growth. Its style is best
described as “quality at the right price.”

Mawer has an enviable reputation throughout Canada for professionalism, integrity,
continuity of management and a highly disciplined approach to investment
management.

Industrial Alliance



Our Investment Advisors (continued)

GMFS

MFS Investment Management (MFS) offers its services to investors around the
world through offices in nine major financial centres. MFS applies a uniquely
collaborative approach to build better insight for its clients based on three guiding
principles: integrated research, global collaboration and active risk management.
MFS analyzes worldwide investment opportunities from fundamental, quantitative
and credit perspectives. Its team and compensation structure ensures collaboration
across the organization. Actively managing risk is the responsibility of each member
of the MFS investment team and drives its decisions and results.

PuiLLips, HAGER & NORTH

Investment Management Ltd.

Founded in Vancouver in 1964, Phillips, Hager & North is one of Canada’s oldest
investment management firms. It is a part of the RBC family. As part of RBC Global
Asset Management, PH&N remains faithful to its origins while evolving in tandem
with their clients” increasingly sophisticated needs. PH&N manages money for private
clients, non-profit organizations and institutional investors (primarily pension plans).
It follows a disciplined and conservative approach to investing with a clear focus on
the long term. With several decades of investment management experience, PH&N
has in place a firm set of values and principles and their disciplines have stood the
test of many market cycles.

PIMCO

PIMCO is an active fixed income manager dedicated to serving the specific goals and
unique needs of Canadian bond investors. One of the largest asset management firms
in the world, PIMCO has been managing Canadian fixed-income securities for
Canadian clients since 1998.

PIMCO offers a unique combination of local expertise, global resources and fixed-
income knowledge based on a conservative, value-oriented investment philosophy. Its
goal is to outperform client benchmarks consistently over the long term through an
investment approach that combines top-down fundamental analysis of the Canadian
and global economies, and proprietary bottom-up credit research of individual bonds.

PIMCO offers Canadian clients the best investment ideas from around the world
through its global research capabilities, extensive experience and long history of
innovation in new financial products and market sectors.

Qv

Investors Inc.

QV Investors Inc. (QV) is a Calgary-based portfolio management firm that manages
balanced, Canadian equity, and fixed income portfolios for individuals, not-for-profit
organizations, and institutional investors. QV is an employee-owned independent
investment management firm. Founded in 1996, QV has worked to provide consistent
investment results. Its name reflects its philosophy of selecting quality investments
that offer value and growth to build diversified, low-risk portfolios.
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INVESTMENT MANAGEMENT LTD.
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Sprucegrove Investment Management Ltd. is a fully independent firm
headquartered in Toronto that specializes in global equity management.
Sprucegrove’s objective is to provide clients with above-average investment
performance and superior service over the long term.

The Sprucegrove strategy employs a value approach to the management of
equities. It emphasizes long term investment and it focuses on the selection of
individual common stocks using a bottom-up, research driven approach. Country and
sector exposures are a residual of this stock selection process. It is the Sprucegrove
belief that each investment must be based on thorough internal research, must offer
safety of capital, and must promise a satisfactory long-term rate of return. Portfolio
holdings must meet Sprucegrove’s standards of investment quality including a
leadership position, a history of above average financial performance, a secure
financial position, reputable management, and a growth opportunity in terms of
sales, earnings, and share price. The Sprucegrove valuation criteria include:
normalized price earnings multiple, price to book value and dividend yield.

E Asset NMlanagement

TD Asset Management (TDAM) is a highly diversified North American investment
management firm with leading market positions in active, quantitative and passive
portfolio management. Since its foundation, TDAM has developed a skillset that
includes not only the traditional and alternative investment capabilities, but also the
increasingly important areas of compliance, governance and comprehensive risk
management capabilities.

As part of the TD Bank Financial Group, TDAM is able to draw on the strengths and
resources of one of the largest North American financial institutions, striving to deliver
value for its clients, every day.

FRANKLIN.TEMPLETON.
INVESTMENTS

Franklin Templeton Investments Corp. is a Canadian investment management
company. It has offices worldwide and is a leader in the management of international
investments. Franklin Templeton Investments Corp. believes the best way to
truly benefit from the long-term advantages offered by equity investments is to make
the most of international geographic diversification.

Templeton manages its equity funds according to an investment methodology that
focuses on value and patience. This involves rigorous fundamental analysis of a
company's business to determine its economic worth based on projected future
earnings or asset value potential.
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and Retirement

TRIASII'IA a% UBS

Triasima Portfolio Management is a Canadian investment management firm UBS is committed to providing private, institutional and corporate clients worldwide,
founded by partners André R. Chabot, Scott Collins and Redouane Khireddine. With as well as retail banking clients in Switzerland, with superior financial advice and

a successful track record since 1998, the firm serves a select group of several hundred solutions while generating attractive and sustainable returns for shareholders. Its
institutional, sub-advisory and individual clients. It is wholly owned by its employees strategy centers on its Wealth Management and Wealth Management Americas
and directors, and is completely independent from any other company or organization. divisions and its leading universal bank in Switzerland, complemented by its Global

Asset Management and Investment Bank divisions. These divisions share three key
characteristics: they benefit from a strong competitive position in their target markets,
are capital-efficient, and offer a superior structural growth and profitability outlook.
Capital strength is the foundation of its success.
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ATTITUDE portfolios

Group Savings
and Retirement

ATTITUDE portfolios represent the pre-built solution that evolves according to the investor’s life cycle AND risk profile, two key elements in retirement planning.

Their main feature lies in the dynamic asset evolution over time. ATTITUDE portfolios automatically adjust on a quarterly basis’, to optimize investment growth
potential while respecting the degree of risk associated with the investment horizon and the member’s investment profile. The asset allocation becomes more
conservative as the investor nears his retirement target date.

The following chart shows the new composition of the portfolios as at December 31, 2020.

Before retirement After retirement
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Evolution of assets

ATTITUDE portfolios target a higher long-term return while mitigating risk over the life cycle of the solution through investment diversity and the integration of several
portfolio managers. The portfolios are composed of several investment funds which cover the main asset classes, including diversified alternative funds using strategies
based among other things on real assets. Alternative investments improve the asset mix of the portfolios because they have the attractive feature of low correlations
with traditional asset classes, such as bonds and publicly traded stocks.

Investor profile

Income Canadian Foreign Alternative/
Funds Equity Funds Equity Funds Specialty Funds

As the target retirement period approaches, the asset allocation automatically changes every three months’, to become less risky. This adjustment decreases the
allocation towards equity funds in favour of income funds. This method helps to reduce risks related to market fluctuations. The quarterly evolution of the portfolios’
composition continues for ten years after retirement. The purpose of this is to limit risk into retirement while allowing the portfolios to continue to perform and
generate earmings.

The following pages present the returns for each ATTITUDE portfolio. For the current detailed breakdown by asset class and fund for each of the portfolios, as well
as their target allocations, please refer to the document Your range of investment options in My Client Space, our secure website, at ia.ca/myaccount.

*In the event of significant market changes, the manager reserves the possibility to partially adjust the portfolios or postpone adjusting them to a later date to manage less liquid investments and minimize potential negative impact to plan
members.
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ATTITUDE portfolios

Gross returns as at June 30, 2020

PORTFOLIOS INDEXES

Simple Compound Simple Compound
Benchmark returns’ (in %) annual returns (in %) returns’ (in %) annual returns (in %)
indexes 1 month 3 months  YTD Tyear 3vyears 5Svyears 10years ! 1month 3 months YTD Tyear 3years 5years 10 years

CONSERVATIVE

Conservative Portfolio 2001 to 2005 INP9545 1.56 6.93 4.74 6.24 4.96 4.68 4.99 1.57 6.55 5.13 6.54 4.87 4.23 4.67
Conservative Portfolio 2006 to 2010 INP9000 1.56 6.94 4.64 6.35 5.02 4.65 5.34 1.57 6.57 5.36 6.86 5.02 4.23 4,98
Conservative Portfolio 2011 to 2015 INP9546 1.55 7.06 4.52 6.32 5.06 4.69 5.64 1.57 6.72 5.22 6.82 5.06 4.27 5.21
Conservative Portfolio 2016 to 2020 INP9001 1.57 733 4.33 6.31 5.18 4.94 5.97 1.61 7.06 5.07 6.85 5.23 4.53 5.54
Conservative Portfolio 2021 to 2025 INP9547 1.55 1.74 3.26 5.64 5.13 5.11 6.42 1.63 7.60 4.43 6.67 5.40 4.80 5.93
Conservative Portfolio 2026 to 2030 INP9002 1.55 8.28 2.36 5.17 5.15 5.32 6.76 1.67 8.33 3.75 6.46 5.57 5.08 6.41
Conservative Portfolio 2031 to 2035 INP9548 1.56 8.90 1.69 4.88 5.20 5.52 7.01 1.73 9.13 3.11 6.23 5.69 5.31 6.64
Conservative Portfolio 2036 to 2040 INP9003 1.60 9.62 1.85 5.34 5.42 5.81 1.27 1.83 10.08  2.55 5.96 5.72 5.49 6.88
Conservative Portfolio 2041 to 2045 INP9549 1.66  10.26  1.90 5.64 5.57 5.96 7.47 1.89 1075 2.05 5.71 5.72 5.54 6.99
Conservative Portfolio 2046 to 2050 INP9004 1.69 1061 1.82 5.69 5.62 6.04 7.61 1.92 11.08  1.76 5.57 5.73 5.59 7.14
Conservative Portfolio 2051 to 2055 INP9550 1.72 10.92 181 5.79 5.66 6.05 1.74 1.94 | 11.37 1.53 5.45 5.71 5.55 7.21
Conservative Portfolio 2056 to 2060 INP9339 1.72 10.92 176 5.75 5.65 6.04 7.70 1.94 1136 153 5.45 5.71 5.55 7.22
Conservative Portfolio 2061 to 2065 INPAOOS 1.72 10.92 1.76 5.75 5.65 6.04 - 1.94 11.36 1.53 5.45 5.71 5.54 -
MODERATE

Moderate Portfolio 2001 to 2005 INP9552 1.52 7.29 3.87 5.70 4.92 4.76 5.44 1.60 7.19 4.32 6.15 4.94 4.39 5.19
Moderate Portfolio 2006 to 2010 INP9005 1.52 731 3.74 5.87 5.01 4.75 5.91 1.60 7.22 4.64 6.60 5.14 4.42 5.58
Moderate Portfolio 2011 to 2015 INP9553 1.52 7.46 3.55 5.80 5.04 4.76 6.26 1.61 7.41 4.45 6.53 5.19 4.42 5.87
Moderate Portfolio 2016 to 2020 INP9006 1.54 7.79 3.29 5.76 5.16 5.04 6.60 1.65 7.81 4.21 6.51 5.37 4.72 6.20
Moderate Portfolio 2021 to 2025 INP9554 1.51 8.25 2.00 4.93 5.07 5.22 6.95 1.66 8.45 3.40 6.23 5.54 5.04 6.54
Moderate Portfolio 2026 to 2030 INP9007 1.49 8.78 0.76 417 5.00 5.45 7.21 1.68 9.16 2.56 5.91 5.69 5.39 6.95
Moderate Portfolio 2031 to 2035 INP9555 1.48 937 (0.23) 359 4.94 5.59 7.44 1.72 9.92 1.77 5.57 5.77 5.61 7.18
Moderate Portfolio 2036 to 2040 INP9008 1.51 10.02  (0.22) 3.89 5.11 5.85 7.67 180  10.78  1.18 5.26 5.79 5.79 7.41
Moderate Portfolio 2041 to 2045 INP9556 1.59 1078 0.02 437 5.32 6.04 7.89 1.89 1158  0.67 4.99 5.79 5.84 7.51
Moderate Portfolio 2046 to 2050 INP9009 1.63 11.20  0.06 4.55 5.41 6.14 8.07 1.93 11.99  0.37 4.84 5.79 5.89 7.69
Moderate Portfolio 2051 to 2055 INP9557 1.68 1157  0.15 4.74 5.48 6.16 8.20 1.97 1234 0.14 4.70 5.77 5.84 1.75
Moderate Portfolio 2056 to 2060 INP9340 1.68 1157  0.12 4.72 5.47 6.16 8.16 1.97 1234 013 471 5.77 5.84 7.77
Moderate Portfolio 2061 to 2065 INPA004 1.68 1157  0.12 4.72 5.47 6.15 - 1.97 1234 013 471 5.77 5.84 -
BALANCED

Balanced Portfolio 2001 to 2005 INP9559 1.47 7.52 2.64 4.82 4.76 4.77 5.86 1.59 7.62 3.52 5.76 5.01 4.55 5.63
Balanced Portfolio 2006 to 2010 INP9010 1.47 7.54 247 5.01 4.86 4.79 6.22 1.59 7.64 3.90 6.30 5.26 4.62 5.95
Balanced Portfolio 2011 to 2015 INP9560 1.46 7.68 2.18 4.86 4.87 4.84 6.50 1.60 7.84 3.66 6.22 5.31 4.69 6.19
Balanced Portfolio 2016 to 2020 INP9O11 1.47 8.00 1.72 4.64 4.95 5.12 6.83 1.63 8.23 332 6.14 5.49 5.03 6.54
Balanced Portfolio 2021 to 2025 INP9561 1.43 8.52 0.19 3.64 4.81 5.30 7.28 1.64 8.95 2.35 5.76 5.65 5.37 6.96
Balanced Portfolio 2026 to 2030 INP9012 1.43 932 (0.83) 3.16 4.84 5.56 7.62 1.71 10.05 134 5.32 5.79 5.69 7.41
Balanced Portfolio 2031 to 2035 INP9562 1.45 1015  (1.59)  2.85 4.87 5.77 7.90 179 1115 040 4.87 5.84 5.90 7.64
Balanced Portfolio 2036 to 2040 INP9013 1.48 = 10.78  (1.65)  3.07 5.01 6.02 8.14 187 1197 (0.21) 453 5.85 6.09 7.92
Balanced Portfolio 2041 to 2045 INP9563 1.53 1131 (1.91)  3.02 5.04 6.09 8.29 1.90 1244 (0.73) 4.4 5.84 6.13 8.03
Balanced Portfolio 2046 to 2050 INP9014 1.55 1159  (2.13) 293 5.03 6.13 8.41 1.91 12.67  (1.02)  4.08 5.84 6.18 8.17
Balanced Portfolio 2051 to 2055 INP9564 1.58 | 11.83  (2.25) 2.89 5.02 6.11 8.52 1.92 12.87  (1.25)  3.94 5.82 6.13 8.24
Balanced Portfolio 2056 to 2060 INP9341 1.58  11.83  (2.25) 2.88 5.01 6.10 8.48 1.92 12.87  (1.26)  3.94 5.82 6.13 8.25
Balanced Portfolio 2061 to 2065 INPA0O3 1.58 | 11.83  (2.25) 2.88 5.01 6.10 - 1.92 12.87  (1.26) 3.94 5.82 6.12 -
GROWTH

Growth Portfolio 2001 to 2005 INP9566 1.44 7.68 1.87 4.27 4.66 4.75 6.23 1.60 7.93 2.98 5.50 5.05 4.60 6.03
Growth Portfolio 2006 to 2010 INP9015 1.44 7.70 1.66 4.47 4.78 4.79 6.59 1.60 7.96 3.39 6.09 533 4.70 6.36
Growth Portfolio 2011 to 2015 INP9567 1.43 7.88 1.30 427 4.78 4.85 6.87 1.60 8.20 3.10 5.98 5.39 479 6.60
Growth Portfolio 2016 to 2020 INP9016 1.43 8.23 0.79 4.03 4.85 5.13 7.19 1.63 8.65 2.70 5.87 5.57 5.14 6.94
Growth Portfolio 2021 to 2025 INP9568 1.40 8.83  (0.70)  3.08 473 5.33 7.64 1.65 9.48 1.65 5.43 5.71 5.48 7.36
Growth Portfolio 2026 to 2030 INP9017 1.44 996 (1.22) 314 4.94 5.72 8.05 1.80  11.04 057 4.94 5.84 5.81 7.81
Growth Portfolio 2031 to 2035 INP9569 1.44 1075  (2.19)  2.63 4.90 5.88 8.32 1.86  12.08 (0.45) 4.41 5.87 6.02 8.05
Growth Portfolio 2036 to 2040 INP9018 1.47 1132 (239) 2.69 4,98 6.12 8.56 1.93 12.81  (1.07)  4.05 5.87 6.21 8.35
Growth Portfolio 2041 to 2045 INP9570 1.50 | 11.74  (2.90) 238 4.92 6.13 8.68 1.93 13.10  (1.59)  3.75 5.85 6.26 8.45
Growth Portfolio 2046 to 2050 INP9019 1.52 11.95 (3.23) 216 4.86 6.14 8.79 1.93 13.23  (1.87)  3.60 5.85 6.30 8.59
Growth Portfolio 2051 to 2055 INP9571 1.54 1213 (3.46) 2.00 4.82 6.09 8.88 1.92 1336 (2.11)  3.45 5.83 6.25 8.66
Growth Portfolio 2056 to 2060 INP9342 154 1212 (3.46)  2.00 4.81 6.08 8.84 1.92 13.35  (2.11) 3.6 5.83 6.25 8.67
Growth Portfolio 2061 to 2065 INPA002 1.54 1212 (3.46) 2.00 4.81 6.08 - 1.92 13.35  (2.11) 3.6 5.83 6.25
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ATTITUDE pOI‘th"OS (continued)

Group Savings
Gross returns as at June 30, 2020 and F?etiremgnt

PORTFOLIOS INDEXES

Simple Compound Simple Compound
Benchmark returns’ (in %) annual returns (in %) returns’ (in %) annual returns (in %)
indexes 1month 3 months  YTD Tyear 3years 5vyears 10vyears | T month 3 months YTD 1year 3years 5years 10 years
AGGRESSIVE
Aggressive Portfolio 2001 to 2005 INP9573 1.40 7.79 0.98 3.61 4.53 4.75 6.52 1.59 8.19 242 5.21 5.09 4.71 6.36
Aggressive Portfolio 2006 to 2010 INP9020 1.39 7.82 0.78 3.85 4.66 4.71 6.95 1.59 8.23 2.86 5.86 5.40 4.79 6.76
Aggressive Portfolio 2011 to 2015 INP9574 1.39 8.09 0.48 3.74 4.70 4.86 7.24 1.61 8.61 2.52 5.72 5.45 4.89 6.99
Aggressive Portfolio 2016 to 2020 INP9021 1.41 8.61 0.18 3.74 4.85 5.21 7.58 1.68 9.30 2.05 5.57 5.63 5.25 733
Aggressive Portfolio 2021 to 2025 INP9575 1.39 934  (1.22) 290 478 5.44 8.04 172 1031 094 5.08 5.77 5.60 7.75
Aggressive Portfolio 2026 to 2030 INP9022 140 1033 (2.17) 2.52 4.84 5.75 8.42 1.83 1167 (0.23) 452 5.88 5.93 8.21
Aggressive Portfolio 2031 to 2035 INP9576 1.40 11.04 = (3.41) 1.74 4.69 5.86 8.67 1.87 1259  (1.31) | 3.92 5.88 6.13 8.46
Aggressive Portfolio 2036 to 2040 INP9023 1.41 11.54  (3.75)  1.65 4.73 6.07 8.90 192 1322 (1.94) 356 5.88 6.33 8.77
Aggressive Portfolio 2041 to 2045 INP9577 146 1198  (4.23) 137 4.67 6.08 9.02 1.92 1353  (245)  3.26 5.86 6.37 8.87
Aggressive Portfolio 2046 to 2050 INP9024 147 1217  (459) 1.10 4.60 6.08 9.12 1.91 13.64  (2.73)  3.10 5.86 6.42 9.01
Aggressive Portfolio 2051 to 2055 INP9578 149 1233 (4.86) 0.90 4,53 6.02 9.20 1.91 13.73  (2.96) 2.96 5.84 6.37 9.07
Aggressive Portfolio 2056 to 2060 INP9343 149 1233 (4.85) 092 4.53 6.02 9.17 1.90 1373  (2.96) 2.96 5.84 6.37 9.08
Aggressive Portfolio 2061 to 2065 INPA0O1 149 | 1233 (485 0.92 4,53 6.01 - 1.90 1373 (2.96) 2.96 5.84 6.36 -
Benchmark Indexes?
Gross returns as at June 30, 2020
Simple Compound
returns' (in %) annual returns (in %)

1month 3 months  YTD Tyear  3years 5 years
BOND INDEXES
INO21 FTSE Canada Universe Bond Index 1.69 5.87 7.53 7.88 5.28 4.20
IN124 Barclays U.S. Aggregate Index (CAD Hedged) 0.62 2.80 6.04 8.38 4.69 3.86
INDC111 Credit Suisse Quality Index (0.04)  (0.04) = (0.04)  (0.04) = (0.01) = (0.01)
EQUITY INDEXES
IN026 S&P/TSX 60 Index 2.20 1499 = (6.26)  (1.38) 4.84 5.23
INO31 S&P/TSX Capped Composite Index 2.46 16.97 | (7.48) = (2.19) 3.90 4.45
IN024 S&P/TSX Composite Index 2.46 16.97  (7.48)  (2.19) 3.90 4.45
INO14 S&P 500 Index (Can. $) 0.50 15.35 1.80 12.05 12.50 = 12.69
INO46 MSCI - EAFE Index (Can. $) (net ret.) 1.89 9.93 (6.88)  (1.12) 242 3.85
IN008 MSCI - World Index (Can. $) (net ret.) 1.15 14.21 (1.03) 7.19 8.41 8.79
INT13 MSCI - ACWI Index (Can. $) (net ret.) 1.69 14.08  (1.54) 6.43 7.83 8.33
INO79 MSCI - World Small Cap Index (Can. $) 1.12 19.35  (8.26)  (0.73) 4.01 6.59
IN0O6 MSCI - Emerging Markets Index (Can. $) 5.83 13.09 (5.12) 1.05 3.91 5.07
INDC333 The benchmark composition evolves with the underlying funds real weights. 1.47 5.59 -
INDC334 The benchmark composition evolves with the underlying funds real weights. 0.92 1.96 -

COMPOSITE INDEXES (PORTFOLIOS)

Each portfolio index is composed of a set of benchmark sub-indexes, listed above. These sub-indexes are linked to the portfolios' underlying funds. The weighting used is equal to the asset
allocation of the portfolios” underlying funds. The asset allocation varies periodically. The current allocation appears in the Your range of investment options in My Client Space, our secure
website, at ia.ca/myaccount.

' Rates of return for the period are non-annualized.
? Please refer to the Legal Notices at the end of this publication for more information about these Indexes.

Some portfolio returns are simulated as if they were in effect during the periods shown above.

The above returns are gross returns and do not take into account manag t and ration fees. Past performance is not a guarantee of future returns.
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The returns of the funds presented in this
document are gross returns, i.e., before
the deduction of all fees pertaining to
group investment funds.



Asset Allocation - Conservative

Fund Code: 506
Inception date: December 2004

Investment Advisor

iAST

Investment Management
Asset Allocation

Management team composed of several
managers

Objectives of the Fund

e Combines different managers with different
management styles in a same fund

o Diversification of the risk between the asset
classes

e Active allocation of investments by asset
classes

e Conforms to a medium and long term
investment horizon

Investment style

Asset mix favouring fixed income securities
asset classes and multi-management

Investment limits

Total net assets: $98.1 million

Group Savings
and Retirement

Commentary

The Fund aims to generate superior long term growth while minimizing risk through diversity in its
investments and the integration of several portfolio managers. The Fund is invested in fixed income,
Canadian equity, foreign equity and alternative funds. Its neutral positioning is as follows: 75% in fixed
incomes securities, 11% in Canadian equities, 11% in foreign equities and 3% in alternative. This

Min. Max.
Money market 0% 20%
Fixed income 55% 95%
Canadian equity securities 0% 26%
Foreign equity securities 0% 26%
Alternative/Specialty 0% 6%
Risk level

Low to Moderate
Low moderate  Moderate  to high High

Quarterly Update | Group Investment Funds
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allocation varies according to the asset allocation committee responsible for such decisions.

Asset mix of the Fund
As at June 30, 2020

Target fund allocation?

Income Funds

Money Market 0.000%
Canadian sonds e Bond 67.500%
62.80%
Global Fixed Income (PIMCO) 5.000%
Floating Rate Bank Loans 0
Canadian Equity (AlphaFixe) 2:500%
Canadian Equity Funds
Short Term and others ..
oo Dividend 3.300%
S08% Canadian Equity Growth 3.300%
Canadian Equity (Jarislowsky) 3.300%
Canadian Equity Small Cap 1.100%
Foreign Equity Funds
Global Equity (Templeton) 2.475%
Global Equity (Hexavest)* 2.475%
Global Equity (Mawer) 2.475%
Global Equity 2.475%
Global Equity Small Cap (Fisher) 1.100%
Alternative/Specialty Funds
Global Direct Real Estate -
2.000%
100% (UBS)
Global Infrastructure Equity Index
1.000%
(BlackRock)
100.000%

1 The asset allocation funds are either invested in the funds identified in the table above or their respective underlying funds.
* The Global Equity (C$ - Hedged) (Hexavest) Fund can also be used, as determined by the Fund's asset allocation committee.

Performance - Gross returns

Compound returns

Returns before deduction of management and administration fees

Since

As at June 30, 2020 YID 1 month 3 months 6 months 1year 2years 3years 4years 5years 10 years Dec. 2004
Fund 267 142 7.30 2.67 489 550 486 485 493 637 6.00
Composite index' 5.41 1.78  8.48 5.41 744 7.06 578 517 5.02 581

Annual returns

As at December 31 19 18 17 16 15 14 13 12 11 10
Fund 10.34  (0.38) 5.29 5.88 524 944 772 6.07 583 6.99
Composite index’ 10.29  (0.03) 4.65 4.35 3.84 946 348 498 6.40 7.90

' FTSE Canada Universe Bond Index (76.5%), MSCI - World Index (Can. $) (net ret.) (11.5%), S&P/TSX Composite Index (10%), MSCI -
World Small Cap Index (Can. $) (1%), S&P/TSX SmallCap Index (1%). Please refer to the Legal Notices at the end of this publication

for more information about these Indexes.

Past performance is not a guarantee of future returns.
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Asset Allocation - Moderate

Fund Code: 507

; Total net assets: $166.4 million
Inception date: December 2004

Investment Advisor

Commentary
’Am The Fund aims to generate superior long term growth while minimizing risk through diversity in its
L7 investments and the integration of several portfolio managers. The Fund is invested in fixed income,

Investment Management . . . . . R . .
Canadian equity, foreign equity and alternative funds. Its neutral positioning is as follows: 60% in fixed

Asset Allocation incomes securities, 18% in Canadian equities, 18% in foreign equities and 4% in alternative. This
Management team composed of several allocation varies according to the asset allocation committee responsible for such decisions.
managers

Objectives of the Fund

* Combines different managers with different Asset mix of the Fund Target fund allocation'
management styles in a same fund As at June 30. 2020

. e . | Fund
¢ Diversification of the risk between the asset ficome Funds

s Foreign Equity Money Market 0.000%
Bond 54.000%
e Active allocation of investments by asset Global Fixed Income (PIMCO) £4.000%
classes | (FIA(iSEQEiXZ?te Bank Loans 2.000%
¢ Conforms to a medium and long term Consdia Bonds Conadan Equty i ]
investment horizon Canadian Equity Funds
Dividend 5.400%
Short yerm and others Canadian Equity Growth 5.400%
Investment style e 2o Canadian Equity (Jarislowsky) 5.400%
Asset mix favouring fixed income securities Canadian Equity Small Cap 1.800%
and multi-management Foreign Equity Funds
Global Equity (Templeton) 4.050%
Investment limits Global Equity (Hexavest)* 4.050%
Money market 0%  18% . . '
) Teame 40% 80% Global Equity Small Cap (Fisher) 1.800%
Canadian equity securities 3% 33% Alternative/Specialty Funds
Foreign equity securities 3% 33% Global Direct Real Estate -
Alternative/Specialty 0% 7% 100% (UBS) 2.667%
Global Infrastructure Equity Index
Risk level 1.333%
(BlackRock)
| | | | | | 100.000%
Low to Moderate
Low moderate  Moderate to high High 1 The asset allocation funds are either invested in the funds identified in the table above or their respective underlying funds.

* The Global Equity (C$ - Hedged) (Hexavest) Fund can also be used, as determined by the Fund's asset allocation committee.

Performance - Gross returns

Returns before deduction of management and administration fees

Compound returns Since
As at June 30, 2020 YID 1 month 3 months 6 months 1year 2years 3years 4years 5years 10 years Dec. 2004
Fund 070 133 831 0.70 375 459 464 512 504 689 6.26
Composite index’ 3.80 1.84 1017 3.80 6.81 647 592 579 538 6.44

Annual returns

As at December 31 19 18 17 16 15 14 13 12 11 10
Fund 1215 (1.49)  6.31 7.05 528 9.60 11.83 708 297 7.50
Composite Index! 1239  (1.02) 5.94 6.12 3.55 984 658 584 381 9.00

' FTSE Canada Universe Bond Index (62%), MSCI - World Index (Can. $) (net ret.) (18%), S&P/TSX Composite Index (16%),
MSCI - World Small Cap Index (Can. $) (2%), S&P/TSX SmallCap Index (2%). Please refer to the Legal Notices at the end of this
publication for more information about these Indexes.

Past performance is not a guarantee of future returns.

Quarterly Update | Group Investment Funds
Second quarter, ending June 30, 2020 — 27 — Industrial Alliance



Asset Allocation - Balanced

Fund Code: 508
Inception date: December 2004

Investment Advisor

iAST

Investment Management

Asset Allocation

Management team composed of several
managers

Objectives of the Fund

Combines different managers with different
management styles in a same fund

Diversification of the risk between the asset
classes

Active allocation of investments by asset
classes

Conforms to a medium and long term
investment horizon

Investment style

Asset mix favouring a fair balance between
asset classes and multi-management

Investment limits

Min. Max.
Money market 0% 15%
Fixed income 25% 65%
Canadian equity securities 10% 40%
Foreign equity securities 10% 40%
Alternative/Specialty 0% 8%
Risk level

Low to Moderate
Low moderate  Moderate  to high High

Quarterly Update | Group Investment Funds
Second quarter, ending June 30, 2020

Total net assets: $395.5 million

Group Savings
and Retirement

Commentary

The Fund aims to generate superior long term growth while minimizing risk through diversity in its
investments and the integration of several portfolio managers. The Fund is invested in fixed income,
Canadian equity, foreign equity and alternative funds. Its neutral positioning is as follows: 45% in fixed
incomes securities, 25% in Canadian equities, 25% in foreign equities and 5% in alternative. This
allocation varies according to the asset allocation committee responsible for such decisions.

Asset mix of the Fund
As at June 30, 2020

Target fund allocation’

Income Funds

Foreign Equity
30.93%

Money Market 0.000%
Bond 40.500%

Global Fixed Income (PIMCO) 3.000%
Floating Rate Bank Loans 0
Canadian Equity (A|phaFi><e) 1:500%
24.24%
Canadian Equity Funds
Ganacian gonds Dividend 7.500%
Short Term and others Canadian Equity Growth 7.500%
Crcign Bonds Canadian Equity (Jarislowsky) 7.500%
Canadian Equity Small Cap 2.500%
Foreign Equity Funds
Global Equity (Templeton) 5.625%
Global Equity (Hexavest)* 5.625%
Global Equity (Mawer) 5.625%
Global Equity 5.625%
Global Equity Small Cap (Fisher) 2.500%
Alternative/Specialty Funds
Global Direct Real Estate -
3.333%
100% (UBS)
Global Infrastructure Equity Index 1 667%
(BlackRock) o
100.000%

1 The asset allocation funds are either invested in the funds identified in the table above or their respective underlying funds.
* The Global Equity (C$ - Hedged) (Hexavest) Fund can also be used, as determined by the Fund's asset allocation committee.

Performance - Gross returns
Returns before deduction of management and administration fees
Compound returns Since

As at June 30, 2020 YID 1 month 3 months 6 months 1year 2years 3years 4years 5years 10 years Dec. 2004
Fund (1.07) 129 947 (1.07) 276 3.80 459 554 526 744 648
Composite index' 2.1 1.87  11.72 2.1 6.07 587 6.04 641 570 704

Annual returns
As at December 31 19 18 17 16 15 14 13 12 1 10

Fund 13.94
Composite Index' 14.55

(2.33) 754 8.29 518 970 1599 798 0.14 8.02
(1.95) 7.25 1.78 3.24 1020 976 6.68 1.25 10.07

' FTSE Canada Universe Bond Index (47.5%), MSCI - World Index (Can. $) (net ret.) (25%), S&P/TSX Composite Index (22.5%),
MSCI - World Small Cap Index (Can. $) (2.5%), S&P/TSX SmallCap Index (2.5%). Please refer to the Legal Notices at the end of this
publication for more information about these Indexes.

Past performance is not a guarantee of future returns.

Industrial Alliance



Asset Allocation - Growth

Fund Code: 509
Inception date: December 2004

Investment Advisor

iAST

Investment Management
Asset Allocation

Management team composed of several
managers

Objectives of the Fund

e Combines different managers with different
management styles in a same fund

¢ Diversification of the risk between the asset
classes

e Active allocation of investments by asset
classes

e Conforms to a medium and long term
investment horizon

Investment style

Asset mix favouring equities
and multi-management

Investment limits

Min. Max.
Money market 0% 13%
Fixed income 10% 50%
Canadian equity securities 17% 47%
Foreign equity securities 17% 47%
Alternative/Specialty 0% 9%
Risk level

Low to Moderate
Low moderate  Moderate  to high High

Quarterly Update | Group Investment Funds
Second quarter, ending June 30, 2020

Total net assets: $230.8 million

Group Savings
and Retirement

Commentary

The Fund aims to generate superior long term growth while minimizing risk through diversity in its
investments and the integration of several portfolio managers. The Fund is invested in fixed income,
Canadian equity, foreign equity and alternative funds. Its neutral positioning is as follows: 30% in fixed
incomes securities, 32% in Canadian equities, 32% in foreign equities and 6% in alternative. This
allocation varies according to the asset allocation committee responsible for such decisions.

Asset mix of the Fund
As at June 30, 2020

Target fund allocation!

Income Funds

S Fau Money Market 0.000%
Bond 27.000%
Global Fixed Income (PIMCO) 2.000%

Floating Rate Bank Loans
(Alphagixe) 1.000%

o Canadian Bonds Canadian Equity Funds
R Dividend 9.600%
Short Term and others Canadian Equity Growth 9.600%
o Canadian Equity (Jarislowsky) 9.600%
Canadian Equity Small Cap 3.200%

Foreign Equity Funds

Global Equity (Templeton) 7.200%
Global Equity (Hexavest)* 7.200%
Global Equity (Mawer) 7.200%
Global Equity 7.200%
Global Equity Small Cap (Fisher) 3.200%

Alternative/Specialty Funds
Global Direct Real Estate -

4.000%
100% (UBS) ’
Global Infrastructure Equity Index
2.000%
(BlackRock)
100.000%

1 The asset allocation funds are either invested in the funds identified in the table above or their respective underlying funds.
* The Global Equity (C$ - Hedged) (Hexavest) Fund can also be used, as determined by the Fund's asset allocation committee.

Performance - Gross returns

Returns before deduction of management and administration fees

Compound returns Since
As at June 30, 2020 YID 1 month 3 months 6 months 1year 2years 3years 4years 5years 10 years Dec. 2004
Fund (291) 1.23 1060  (2.91) 1.65 294 442 584 535 793 6.68
Composite index' 0.26 190 13.25 0.26 512 515 6.08 696 595 7.60

Annual returns

As at December 31 19 18 17 16 15 14 13 12 1 10
Fund 1571 (3.29) 8.61 9.58 494 986 2025 890 (2.63) 8.50
Composite Index’ 16.73  (2.90) 8.58 9.44 288 1054 13.02 749 (1.29) 1111

! FTSE Canada Universe Bond Index (33%), MSCI - World Index (Can. $) (net ret.) (32%), S&P/TSX Composite Index (29%),
MSCI - World SmallCap Index (Can. $) (3%), S&P/TSX SmallCap Index (3%). Please refer to the Legal Notices at the end of this
publication for more information about these Indexes.

Past performance is not a guarantee of future returns.

Industrial Alliance



Asset Allocation - Aggressive Growth

Fund Code: 510
Inception date: December 2004

Investment Advisor

iAST

Investment Management
Asset Allocation

Management team composed of several
managers

Objectives of the Fund

e Combines different managers with different
management styles in a same fund

¢ Diversification of the risk between the asset
classes

e Active allocation of investments by asset
classes

e Conforms to a medium and long term
investment horizon

Investment style

Asset mix favouring mostly equities
and multi-management

Investment limits

Min. Max.
Money market 0% 10%
Fixed income 0% 35%
Canadian equity securities 24% 54%
Foreign equity securities 24% 54%
Alternative/Specialty 0% 10%
Risk level

Low to Moderate
Low moderate  Moderate  to high High

Quarterly Update | Group Investment Funds
Second quarter, ending June 30, 2020

Total net assets: $101.8 million

Group Savings
and Retirement

Commentary

The Fund aims to generate superior long term growth while minimizing risk through diversity in its
investments and the integration of several portfolio managers. The Fund is invested in fixed income,
Canadian equity, foreign equity and alternative funds. Its neutral positioning is as follows: 15% in fixed
incomes securities, 39% in Canadian equities, 39% in foreign equities and 7% in alternative. This
allocation varies according to the asset allocation committee responsible for such decisions.

Asset mix of the Fund
As at June 30, 2020

Target fund allocation!

Income Funds

Canadian Equity Money Market 0.000%
38.19%
Bond 13.500%
Global Fixed Income (PIMCO) 1.000%
- Floating Rate Bank Loans
Forelgr:’gfqguzlgz (AIphaF|xe) 0500%
Canadian Equity Funds
Canadian Bonds ..
8.78% Dividend 11.700%

Short Term and others
5.20%

Canadian Equity Growth 11.700%
Canadian Equity (Jarislowsky) 11.700%
Canadian Equity Small Cap 3.900%
Foreign Equity Funds
Global Equity (Templeton) 8.775%
Global Equity (Hexavest)* 8.775%
Global Equity (Mawer) 8.775%
Global Equity 8.775%
Global Equity Small Cap (Fisher) 3.900%
Alternative/Specialty Funds
Global Direct Real Estate -
4.667%
100% (UBS)
Global Infrastructure Equity Index 2333%
(BlackRock)
100.000%

1 The asset allocation funds are either invested in the funds identified in the table above or their respective underlying funds.
* The Global Equity (C$ - Hedged) (Hexavest) Fund can also be used, as determined by the Fund's asset allocation committee.

Performance - Gross returns

Returns before deduction of management and administration fees

Compound returns Since
As at June 30, 2020 YID 1 month 3 months 6 months 1year 2years 3years 4years 5years 10 years Dec. 2004
Fund (4.68) 117 1169 (468) 060 209 426 613 548 838 6.92
Composite index' (1.81) 193 1488 (1.81) 390 423 597 739 6.12 8.0

Annual returns

As at December 31 19 18 17 16 15 14 13 12 1 10
Fund 1758  (431) 970  10.74 489 988 2458 978 (5.47) 9.23
Composite Index’ 18.89  (3.95) 9.87 11.19 247 1085 1635 829 (3.82) 1211

' MSCI - World Index (Can. $) (net ret.) (38.5%), S&P/TSX Composite Index (35%), FTSE Canada Universe Bond Index (18.5%), MSCI
- World SmallCap Index (Can. $) (4%), S&P/TSX SmallCap Index (4%). Please refer to the Legal Notices at the end
of this publication for more information about these Indexes.

Past performance is not a guarantee of future returns.

Industrial Alliance



Portfolio Series Income (CI)

Fund Code: 922
Inception date: January 2018

Investment Advisor

( Investments

Canada's Investment Company

Management team composed of several
managers

Objectives of the Fund

e Generate a reliable, sustainable income
stream with an emphasis on capital
preservation

e Diversification of risk by asset class and
investment style

e Active allocation of investments by asset
class

e Medium- and long-term investment horizon

Investment style

Asset mix favouring fixed-income asset classes
and multi-management

Investment limits

Industrial Alliance Fund

Min. Max.
Short term 0% 20%
Units of the underlying fund 80%  100%
Underlying fund
Neutral
Fixed income 75%
Canadian equity securities 15%
Foreign equity securities 10%
Risk level
Low to Moderate
Low moderate  Moderate  to high High
Asset mix of the
Industrial Alliance Fund
As at June 30, 2020 Distribution
Short term (0.32)%
Units of the underlying fund 100.32%
100.00%

Quarterly Update | Group Investment Funds
Second quarter, ending June 30, 2020

Total net assets: $4.0 million

Commentary

The Fund aims to generate a reliable, sustainable income stream with an emphasis on capital preservation
through diversity in its investments and the integration of several portfolio managers with different
management styles. The Fund invests in fixed-income securities, and in Canadian and foreign equities. Its
neutral positioning is as follows: 75% in fixed-income securities, 15% in Canadian equities and 10% in
foreign equities. The Fund is monitored by a committee responsible for making allocation decisions based
on their views on the market.

Asset mix of the underlying fund
As at June 30, 2020

Foreign bonds
23.54%

U.S. Equity
13.19%

Short Term and others
12.75%

Canadian bonds " .
Canadian Equity
33.27% 924%

International Equity
8.01%

Top 10 Holdings of the underlying fund
As at June 30, 2020

Signature Canadian Bond Fund Class | 16.29%  Cl Investment Grade Bond Fund Class | 5.08%
Cl Income Fund Class | 14.56%  Cambridge Bond Fund Class A 5.00%
Cl Global High Dividend Advantage Fund Class | 7.67%  Signature Global Dividend Corporate Class | 4.14%
Signature Global Bond Fund Class | 6.66%  Signature Dividend Corporate Class | 3.97%

. Cl Lawrence Park Alternative Inv. Grade
0, 0
Signature Corporate Bond Fund Class | 6.53% Credit Fund Class | 3.49%

73.39%

Performance of the Industrial Alliance Fund - Gross returns

Returns before deduction of management and administration fees

Compound returns Since
As at June 30, 2020 YID 1 month 3 months 6 months 1year 2years 3years 4years 5years 10 years Jan.2018
Fund (0.36) 1.25 780  (0.36) 3.46 4.81 411* 473% 4.82* 7.20% 4.24
Composite index' 523 179 848 5.23 728 7.04 591 529 506 594

Annual returns

As at December 31 19 18 17 16 15 14 13 12 1 10
Fund 10.48  0.21* 5.87*  556*  6.65* 9.81* 10.77* 8.61° 6.08* 10.91*
Composite index’ 10.62  (0.02) 4.74 4.80 318 975 420 520 559 8.49

' FTSE Canada Universe Bond Index (75%), S&P/TSX Composite Index (15%), MSCI - World Index (Can. $) (net ret.) (10%). Please
refer to the Legal Notices at the end of this publication for more information about these Indexes.
* Simulation of past returns as if the Fund had been in effect for these periods.

Past performance is not a guarantee of future returns.

Industrial Alliance



Portfolio Series Conservative (CI)

Fund Code: 923
Inception date: January 2018

Investment Advisor

( Investments

Canada’s Investment Company

Management team composed of several
managers

Objectives of the Fund

e Generate a reliable, sustainable income
stream with an emphasis on capital
preservation

e Diversification of risk by asset class and
investment style

e Active allocation of investments by asset
class

e Medium- and long-term investment horizon

Investment style

Asset mix favouring fixed-income asset classes
and multi-management

Investment limits

Industrial Alliance Fund

Min. Max.

Short term 0% 20%
Units of the underlying fund 80%  100%
Underlying fund

Neutral
Fixed income 60%
Canadian equity securities 20%
Foreign equity securities 20%
Risk level

Low to Moderate
Low moderate  Moderate  to high High

Asset mix of the
Industrial Alliance Fund

As at June 30, 2020 Distribution

Short term (0.02)%

Units of the underlying fund 100.02%
100.00%

Quarterly Update | Group Investment Funds
Second quarter, ending June 30, 2020

Total net assets: $16.9 million

Commentary

Group Savings
and Retirement

The Fund aims to generate long-term capital growth through diversity in its investments and the integration
of several portfolio managers with different management styles. The Fund invests in fixed-income
securities, and in Canadian and foreign 