High Conviction: Preferred Shares Strategy
An actively managed credit centric capital appreciation preferred shares strategy.

EXECUTIVE SUMMARY:
The preferred shares market has evolved considerably in the last 10 years. According to our analysis, many investors purchased
securities they were not very familiar with and as a result were exposed to risk they did not fully understand. Following a significant
drop in interest rates, preferred shares lost considerable value in 2015 and 2016 and have since had a hard time recovering as, for the
moment, the demand from their natural buyers (the retail market) has vanished. This phenomenon has created opportunities for this
asset class.

OPPORTUNITIES:
Our exposure is concentrated in a small dynamic subset of preferred shares which we believe are trading significantly below fair value
either because our analysis points toward a company buy back or because they are trading at a deep discount compared to our dual
credit and interest rate model.

INVESTMENT PROCESS:
We begin with a daily quantitative screening of the preferred shares market and search for opportunities with the aid of our quantitative
credit analysis tool. Our credit team then conducts an ongoing fundamental credit analysis by also searching for buy back opportunities
(Valener and Rona preferred shares were already bought back) followed by a sectoral analysis ensuring portfolio credit risk diversification.

PORTFOLIO:
We predominantly invest in Canadian non-financial preferred shares as we value their scarcity given the quasi inexistence of this type of
preferred shares in Europe and US where they are replaced by more expensive hybrids.

Our strategy is currently as follows:
│ Current yield (e.g. cash): 4.77%
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EXIT STRATEGY:
In a rising interest rate environment, our exit strategy is to wait for the coupon to reset at a higher interest rate (between years 2020
and 2023), at which point we think retail customers will reenter the market looking for investments that provide yield. If interest rates
rise significantly, we may even see issuers buying back preferred shares. In the meantime, dividends should provide an interesting
carry. In the event of continuing low interest rates, the dislocation we perceive might not resolve itself with a change in buy-side
sentiment. We are, however, seeing the supply drying in this asset class since 2019 and we might, in the next few years, see the
dislocation resolve itself by a drying up of the supply.

RISKS:
In addition to traditional risks, which includes issuer defaults, this strategy could be negatively affected by persistent low interest rates,
mainly negative interest rates which could further weaken dividend payments.

WHO ARE WE?
Combined, our asset management subsidiaries manage $8.2 billion* Canadian dollars globally for an institutional and private wealth
clientele. These subsidiaries are held by Optimum Financial Group, which employs 600 employees across Canada, the United States
and in France. Our “value-type” approach enables us to offer our clients sophisticated investment strategies, while emphasizing capital
preservation and risk management.
* December 31, 2020

The information contained in the present document is provided for information purposes only and should not be construed as investment advice pertaining to your financial situation
nor as specific advice relating to finance, legal, accounting, tax or investments. We assume no responsibility for any losses incurred due to the use of this data. It should not be
considered as a solicitation to buy nor an offer to sell a security. It does not take into account an investor’s specific investment objectives, tax situation nor investment horizon.
There is no representation, warranty nor liability regarding the accuracy of decisions based on this data. All performance-based data factor in the reinvestment of all distributions or
dividends and do not take into account management fees and other fees payable by investors which result in reduced returns.
Optimum Asset Management Inc. cannot guarantee future performance of strategies. Values fluctuate frequently and past performance is not indicative of future performance.

