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Commentary

As we look back at 2022, we believe there are many positive things to appreciate. From a human
perspective, it was great to experience day-to-day life resembling pre-pandemic times. Everything from
stepping back onto an airplane, to in-person gatherings, and even morning trips to the office were
welcome developments as the months of 2022 ticked by. However, from an investment perspective we,
like many other investors, are ready to turn the page on 2022. There were few places for investors to hide
as nearly every investable asset class posted losses. In equities, major indices such as the S&P 500 and
Nasdaq posted -19% and -33% losses respectively.” The bond market failed to provide the soft landing
many investors hope for in times of trouble. For example, U.S. Treasuries, considered a risk-free asset,
experienced an average decline in value of -12% over the course of 2022.2 Even gold, which was expected
to have a strong year amid decades-high inflation, finished the year essentially flat.? Finally, cryptocurrencies
stole the show with jaw dropping losses. Two widely held cryptocurrencies, Bitcoin and Ether, both finished
2022 with losses just short of -70%.? B nternational 65%

The investment challenges of 2022 provided us with valuable reminders as investment managers. We were [l Canada 34%
reminded of the importance of balance, diversification, and maintaining a long-term perspective. Over any B cash1%
short timeframe one sector in our portfolio may outperform and it is tempting to lose interest in the other
areas of the portfolio where performance has been mundane. For example, in recent years performance
from our Enterprise Software and Digital Media & Technology companies was stellar while our Insurance,
Conglomerate, and Healthcare holdings lagged. Yet in 2022 our holdings in Markel Corp, Berkshire
Hathaway Inc., and Johnson & Johnson are examples worthy of mention. Not only did those positions
outperform our technology holdings but they squarely beat the S&P 500, including ending the year in
positive territory. Markel Corp finished the year with the strongest relative performance besting the S&P 500
by approximately +26%.' Looking further than balance across portfolio holdings, we also witnessed how
balance within the businesses we own demonstrated their durability. A great example of this was found in
the full year report from JPMorgan Chase & Co. (JPMorgan). As we anticipated, JPMorgan’s Corporate &
Investment Bank division experienced a meaningful decline from 2021 due to a sharp slowdown in mergers
and acquisition activity driven by increases in the cost of capital and market uncertainty in 2022. From the
first time we invested in JPMorgan we believed that the strength of the business was rooted in balance,
where their diverse business lines should allow them to generate consistent returns to shareholders through
nearly any market environment. As rapid increases in interest rates proved challenging for the investment
banking division it conversely benefited their lending business. Higher interest rates drove the bank’s net
interest income upward by a staggering 67% from $12 billion in Q1 to $20 billion in Q4 of 2022.3
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We observed similar ‘balance leads to a source of business strength’ examples across many of our portfolio B Privte Equity - Businesses

companies this past year. These observations served to bolster our belief of investing in businesses which W Cash1%
demonstrate durability through feast and famine. Additionally, we are grateful for the balance we maintained

across the portfolio in 2022 and we will carry that knowledge into the future as we continue to work as your

investment manager. SECTOR ALLOCATION

Portfolio Activity | Holdings at Quarter End: 22

Increased Weight: Top Holdings
BlackRock - KAl Properties
Oracle - KAl Health Services
Nike - BlackRock

- Oracle

- Constellation Software

Holdings Exited: - JPMorgan Chase

- Starbucks
. QiObe B Financial Services 19%
° NIKe

X Bl Enterprise Software 17%
- Microsoft

B Real Estate16%

'S&P Capital IQ, KAI Asset Management Inc. (KAM) analysis (January, 2023) ?Lauren Solberg, 15 Charts Explaining an Extreme M Healthcare 13%

Year for Investors (January 3, 2023) *3JPMorgan Chase & Co, 4Q22 Financial Results (January 13, 2023) “As of February 8, Banks 12%

2019 the manager has implemented an investment requirement that no less than 75% of the KAI Core Equity Pool (KCEP)
must be invested in publicly listed securities, cash, or cash equivalents. SThe Private Equity - Real Estate component reflects
investments in shares of KAl Properties Inc. (KPI) °The Private Equity - Businesses component reflects investments in shares
of KAI Health Services Inc. (KHS). The Private Equity Allocations described herein are private corporations that an affiliate of
KAl Asset Management Inc. (KAM) manages and administers. This affiliate of KAM is responsible for selecting and overseeing
investments held in the corporations. The management agreements in place compensate the KAM affiliate for these services.
More information about this can be found in the KAI Issuers Fact Sheets, which are available upon request.

Consumer Products 8%
Digital Media & Technology 6%
[ Conglomerates 4%
Insurance 4%
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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 MOVGI’S
BlackRock 18.2% Increased Dividend 10
Maintained Dividend 9
Moody's 12.9% .
Decreased Dividend 1
1D Bank 12.7% 12-Month Dividend Growth 5.7%
Nike 11.5%
S8P Global 10.4% Portfolio Fundamentals
CVS Health 10.0% P/E (fOrWard) S 21.8X
Vicrosoft 0% Average Market Capitalization $311.1B
ROE 22.8%
Starbucks 82% 5-Year Average ROIC 14.4%
Johnson & Johnson 6.6% Dividend Yield (current) 1.7%
37% IR Dividend Yield (expected) 1.8%
5% 0% 5% 10% 15% 20% Dividend Payout Ratio 37.0%
We expect Blackstone’s dividend levels to remain highly variable. To more accurately 5-Year Dividend Growth 7.2%

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

Private Assets Allocation | Key Statistics?

y KAI Health Services Inc.
\o j - 11 pharmacies 8 medical clinics
29 pharmacists 39 physicians
885,000 Rx/year

L
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 KAI Properties (KPI) filings, presentations, and analysis as of January 10,
2023 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. 2023 | 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. 230116 Page 2



