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KAI CORE EQUITY POOL

Commentary GEOGRAPHIC ALLOCATION
The second quarter of 2022 brought more pain for investors as capital markets continued their grinding

descent. Over the first two quarters of 2022 the S&P 500 was down 21% and the Nasdag, which is home
to most technology companies, was down an eye-popping 30%." During the first quarter of 2022 investors
seemed to focus on a cocktail of concerns ranging from COVID, war, and inflation. Whereas during the
second quarter investor uneasiness seemed to narrow in on inflation and interest rates. Central banks
around the world have signaled their willingness to use the tools at their disposal to combat high inflation
even if it raises the stakes of a global recession.? The primary tool which central banks can employ to either
spur-on or reign-in inflation is to either lower or raise interest rate levels. When interest rates are lowered it
reduces the cost of borrowing which typically encourages businesses and consumers to borrow, driving
economic expansion. Conversely, higher interest rates are intended to have a contractionary impact on the
economy. As borrowing costs increase it becomes more expensive for businesses to borrow for expansion
and reduces affordability for consumers to finance purchases which in turn is likely to lower demand.® In Il International 65%
our view, markets tend to be driven by short range expectations, so it is not surprising that the prospect of Il Canada 35%
lower demand has dimmed investor enthusiasm.

Our goal as investment managers is to maintain perspective during periods of both excitement and fear.
As we look back through history, we see many cycles of economic expansion and contraction coupled
with short-term capital market movements that are anything but linear. However, when you look at investor ASSET ALLOCATIONS
outcomes over longer timeframes, the picture becomes clearer. To illustrate this concept, we analyzed the
outcome of investing in the S&P 500 at the worst possible entry point before the Global Financial Crisis of
2008 (GFC) and then holding the investment until the end of June 2022. The peak of the market before the
GFC was Oct 9, 2007. If you had invested $100,000 on that day, the value of that investment would have
been cut in half to approximately $50,000 by March of 2009. However as of June 30th, 2022 that same
investment would be worth $326,000 which equates to an annual compound return of 8.4%.* We think
that outcome is significant considering it also captures the market decline of 2022. In our view this is a
powerful example that reinforces our belief that history is on the side of the investor, and not the bystander.

We take further comfort in our investment process where we scrutinize for qualities which we believe will
lead to superior investor outcomes over the long-term. Our aim is to build portfolios which are comprised
of assets that are highly durable, which means we believe those assets will stand up to both competitive
and market pressures over time. We know how uncomfortable it is to watch share prices decline however
we like to remind ourselves that we don’t own share prices, we own real companies that provide valuable B Private Equity - Real Estate 16%°
products and services to their customers. We think of the businesses we own today like a spring being I Private Equity - Businesses 7%
compressed from both the top and bottom. The top of the spring represents share prices being pushed
down while the bottom of the spring represents actual business results like growing sales and profits.
These business results act as a force pushing up the bottom of the spring. We believe the pressure in the
spring cannot build forever and at some point the spring will release back up. SECTOR ALLOCATION

B Public Equities 77%

Portfolio Activity | Holdings at Quarter End: 22

Increased Weight: Top Holdings

Johnson & Johnson - KAl Properties

Royal Bank of Canada - KAl Health Services

- Microsoft

- Constellation Software
- Markel

- BlackRock

- Johnson & Johnson

- CVS Health

- Oracle

- Royal Bank of Canada

Holdings Exited:
Brookfield Asset Management

B Financial Services 19%
Il Enterprise Software 17%
Il Real Estate 16%

"Yahoo Finance Charts (July 2022) 2John Authers, The Fed Signals It's Not for Turning, But Markets Are (July 7, 2022) 3James [l Healthcare 15%

Chen, Federal Funds Rate (July 2, 2022) “S&P Capital 1Q, KAl Asset Management analysis (July 7, 2022) 5As of February 8, Banks 11%

2019 the manager has implemented an investment requirement that no less than 75% of the KAl Core Equity Pool (KCEP) N i

must be invested in publicly listed securities, cash, or cash equivalents. 6The Private Equity - Real Estate component reflects Digital Media & Technology 8%
investments in shares of KAI Properties Inc. (KPI) "The Private Equity - Businesses component reflects investments in shares Consumer Products 7%

of KAI Health Services Inc. (KHS). The Private Equity Allocations described herein are private corporations that an affiliate of .
KAI Asset Management Inc. (KAM) manages and administers. This affiliate of KAM is responsible for selecting and overseeing B insurance 4%
investments held in the corporations. The management agreements in place compensate the KAM affiliate for these services. Conglomerates 3%

More information about this can be found in the KAI Issuers Fact Sheets, which are available upon request. Page 1
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Public Equities Allocation’
Dividend Growth Chart | Most Recent 12 Months Public Equities | Key Statistics

18.2% Dividend Movers
Increased Dividend 11

BlackRock

Moody's 12.9%

TD Bank 12.7% Maintained Dividend 9
Decreased Dividend =

Blackstone 12.3% .
12-Month Dividend Growth 6.2%

Royal Bank of Canada 11.1%
JPMorgan Chase 1.4% Portfolio Fundamentals

Nike 10.9% P/E (forward) 19.1X
Microsoft 10.7% Average Market Capitalization $339.2B
CVS Health 10.0% ROE 29.7%
“ o 5-Year Average ROIC 14.9%
Starbucks 8.9% Dividend Yield (current) 1.6%
Johnson & Johnson 5.0% Dividend Yield (expected) 1.8%
0% 2% 4% 6% 8% 10% 12% 14% 16% 18% 20% Dividend Payout Ratio 28.0%
We expect Blackstone’s dividend levels to remain highly variable. To more accurately 5-Year Dividend Growth 7.4%

reflect the dividend trend we calculate the movement using a rolling four quarter average.

Private Assets Allocation | Key Statistics?

KAI Health Services Inc.

11 pharmacies 8 medical clinics
28 pharmacists 62 physicians
885,000 Rx/year

\
KAI Properties Inc.
\ 19 properties
319 multi-family units
— 201,101 sq ft commercial space
foh s Qg Dy (B orermacies /

Investment Team KAI Core Equity Pool
Paul Allard, CFA The investment objective of the Pool is to deliver consistent and positive
Founding Partner | Advising Representative investment returns to unit holders, with a constant focus on reducing the risk
Robert MacKay, CFA of permanent capital loss. The Pool is made up of publicly traded securities
Founding Partner | Advising Representative as well as shares of private equity corporations organized and managed by

KAI Holdings Inc. The Pool offers unique downside protection characteristics
as the Pool has the ability to hedge the portfolio. The hedge program is linked
to general market declines and currency movements. The hedge program is

Lindsey Bauer, CFA
Portfolio Manager | Advising Representative

Denis Bosc intended to diminish losses in the case of significant adverse movements in
Associate Portfolio Manager | Associate Advising Representative markets or currency. The Pool utilizes the hedge program at its discretion and
Foster Lyle, CPA, CFA may use it during periods where the Investment Team believes there is greater
Portfolio Analyst risk of decline.

'S&P Capital IQ, KAI Asset Management Inc. (KAM) analysis 2KAIl Health Services (KHS) and KAl Properties (KPI) filings, presentations, and analysis as of July 10, 2022
except for annual prescription volume, which is estimated by management based on actual historical results and prescription trends within KHS pharmacies as of
March 31, 2022. © KAl Asset Management Inc. 2022 | KAM is a Portfolio Manager and Exempt Market Dealer registered in the provinces of Manitoba, Saskatchewan,
British Columbia, Alberta, and Ontario. The firm is also registered as an Investment Fund Manager (IFM) in the provinces of Manitoba and Ontario. This communication
is directed only to persons resident in those jurisdictions. The information contained herein is for general information purposes only and does not constitute an offer or
solicitation of securities, managed account services, or advice on any specific security. The opinions set out herein are effective as at the date of publication and the
authors do not undertake to notify the reader of subsequent changes. Certain general or market information contained herein has been obtained from sources believed
to be reliable however KAM cannot guarantee their accuracy. Any opinions expressed in this newsletter are just that, and are not guarantees of any future performance
or returns. 220716 Page 2



