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KATI CORE EQUITY POOL

Commentary GEOGRAPHIC ALLOCATION
The third quarter of 2022 offered little reprieve for investors as equity markets enjoyed a brief rally

and then turned sharply lower in August to re-test and ultimately fall through the previous quarter’s
lows. Likely the clearest explanation for the market’s current state is captured in a simple phrase:
markets hate uncertainty. In this case, the uncertainty is mostly related to inflation and interest rates.
As we discussed last quarter, central banks typically use interest rates as their primary tool to combat
inflation. Specifically, higher interest rates are intended to have a contractionary impact on the
economy which usually cools down price inflation for goods and services. The reason why interest
rates have such an impact on capital markets is because they are a key driver in the calculation of the
value of the vast majority of assets. All else being equal, higher interest rates have a short-term impact
of lowering the value of income-producing assets.

With that in mind, there are many notions as it relates to preserving wealth through inflationary times.
For example, over the years we have observed theories that cryptocurrencies may act as an effective
defense against inflation, along with more traditional approaches related to physical commodities
such as gold or oil. However, as inflation has taken hold in 2022, owners of these types of commodity
assets have had anything but a smooth ride. The total market value of cryptocurrencies was crushed
from approximately US$3 trillion at the peak in November 2021 to roughly US$940 billion at the end
of this past quarter (Q83), a 68% decline over 10 months." Physical commodity holders were also ASSET ALLOCATION?
subjected to extremes. WTI Crude, a common oil price, rose to US$120/barrel in June 2022 only to
grind back down to US$79/barrel at the end of Q3.2 Gold has not fared much better, peaking just over
US$2,000/0z in March 2022 and falling to US$1,670/0z at the end of Q3.°

Unfortunately if you buy commodities and hold them they do not produce any recurring revenue or
profits; this means the only way you can financially benefit is by timing your entry (buying) and your
exit (selling) point correctly. In our view there is no reliable way to predict commodity price direction
therefore if you are buying and selling commmodities over the short-term you are not investing, but
rather you are speculating.

B International 64%
B Canada 35%
B Cash 1%

When we think about preserving wealth from inflationary pressures, we believe the most effective
method is to own businesses that provide a product or service that customers either need or want
badly. In our view businesses that have a dominant position in their market are able to absorb
inflationary pressures and preserve their earnings power over time. Unfortunately there will always
be periods of uncertainty in the global economy and it is impossible to predict when and how that

Il Public Equities 76%
B Frivate Equity - Real Estate 17%°
I Private Equity - Businesses 6%°

uncertainty materializes. WWhat encourages us even in hard times is seeing our underlying portfolio W Cash1%
companies continue to generate strong business results. We believe that the companies you own

have the ability to weather the storm and ultimately will generate results that will outpace inflation and

build net wealth over time. SECTOR ALLOCATION

Portfolio Activity | Holdings at Quarter End: 22

Increased Weight: Top Holdings

Starbucks - KAl Properties
Berkshire Hathaway - KAl Health Services

- Constellation Software
- Microsoft

- Starbucks

- BlackRock

- Johnson & Johnson

- Royal Bank of Canada
- CVS Health

- Berkshire Hathaway

Holdings Exited:

O

B Financial Services 19%
Il Real Estate17%
B Enterprise Software 16%

'Coin Market Cap, Global Cryptocurrency Charts Total Cryptocurrency Market Cap (September 30, 2022) ?Bloomberg, B Healthcare 15%

CL1:COM (September 30, 2022) *Bloomberg, GC1:COM (September 30, 2022) *As of February 8, 2019 the manager has Banks 11%

implemented an investment requirement that no less than 75% of the KAI Core Equity Pool (KCEP) must be invested in publicly o ‘

listed securities, cash, or cash equivalents. 5The Private Equity - Real Estate component reflects investments in shares of Digital Media & Technology 7%
KAI Properties Inc. (KPI) °The Private Equity - Businesses component reflects investments in shares of KAl Health Services Consumer Products 7%

Inc. (KHS). The Private Equity Allocations described herein are private corporations that an affiliate of KAl Asset Management o
Inc. (KAM) manages and administers. This affiliate of KAM is responsible for selecting and overseeing investments held in the I Conglomerates 4%
corporations. The management agreements in place compensate the KAM affiliate for these services. More information about Insurance 3%

this can be found in the KAl Issuers Fact Sheets, which are available upon request. B Cosh 1% Page 1
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Public Equities Allocation’

Dividend Growth Chart | Most Recent 12 Months Public Equities | Key Statistics
Royal Bank of Canada 18.5% DiVidend MOVGFS
BlackRock 18.2% Increased Dividend 12
Moody's 12.9% Maintained Dividend 8
TD Bank 12.7% Decreased Dividend =
Blackstone 12.5% 12-Month Dividend Growth 7.2%
PMorgan Ch A%
e C:ie 12;9;: Portfolio Fundamentals

Microsoft 107% P/E (forward) - 19.0X
8P Globel 104% Average Market Capitalization $295.88
ROE 25.3%

CVS Health 10.0%
Starbucks 8.9% 5-.Y.ear Ave.rage ROIC 14.4%
Johnson & Jonnson 6.6% Dividend Yield (current) 1.8%
‘ ‘ ‘ —_—— : : : : : ‘ Dividend Yield (expected) 1.9%
0% 2% 4% 6% 8% 10% 12% 14% 16% 18% 20% Dividend Payout Ratio 31.0%
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 39 physicians
885,000 Rx/year

\
KAI Properties Inc.
\ 19 properties
8519 multi-family units
— 201,101 sq ft commercial space
S, copmeci - U medioal Py mutttenty (B premeces /

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

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

Founding Partner | Advising Representative

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 2KAI Health Services (KHS) and KAl Properties (KPI) filings, presentations, and analysis as of October 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. 221012 Page 2



