
2018 was a tough year for stock markets. The fourth quarter ended up being the worst quarter since
Q3 2011, and for the year, it was worst annual return since 2008 for both the Canadian and U.S.
markets. As we highlighted last quarter, the global markets have been under pressure for some time,
but U.S. weakness only really got started in Q4 2018. Our view is that we are experiencing a cooling
period for both the global economy and stocks (i.e., decelerating earnings growth, and lower
valuations) within a broader secular advance. While we see short term risks to stocks and a more
volatile backdrop as we enter 2019, we also believe that we are setting up for a tremendous buying
opportunity, which is often the case after periods of extreme weakness like we saw in Q4.

I think it’s safe to say a lot of bad news is already being priced into the stock market. On one hand,
there are also a number of headwinds which likely need to be addressed in order for market
sentiment to improve going forward including: 1) slowing global growth, 2) lowered earnings
expectations, 3) the trade dispute, and 4) Brexit concerns to name a few. Unfortunately, until we can
get more clarity on each of these issues, market rallies are likely to be capped.

On the other hand, unless we are entering a period of economic contraction (i.e. a recession), we
believe that the correction experienced thus far is very similar to other bear market periods including
2011 and 2016, meaning the worst is likely behind us. While it still may take more time for the
markets to find their footing, we are starting think about how we will deploy the almost 25% cash
position that the Fund currently holds over the coming months.

We continue to believe that focusing on companies that can thrive in a late cycle environment will be
increasingly important as we enter the latter stages of the business cycle. Some of these stocks are
currently offering compelling value, but are also susceptible to further downside should the global
economy experience a hard landing. Off of the bottom, we would expect international markets to
outperform including Canada, as they did off of the bottom in 2016. We would also expect the U.S.
dollar to weaken, global growth to reaccelerate, and commodity prices to perform well.

We also believe that there will be an opportunity to buy higher quality businesses at more reasonable
valuation levels. For example companies which: 1) provide stable earnings growth, 2) can overcome
late cycle inflationary pressures, and 3) operate with low amounts of leverage.

Last year, we were fortunate to have seen some of the warning signs emerge in the market which
caused us to get more defensive in our positioning including high cash levels, high grading of our
stocks, and an allocation to gold stocks. In contrast, this year we believe that we are in the process
of finding a bottom, and that we will eventually need to unwind our defensive positioning. Until then,
we are being patient and spending our time on evaluating appropriate entry points into those stocks
that should outperform during the next market advance.
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Fund Update

The S&P/TSX Composite Index was down -10.1% on a total return basis in the fourth quarter,
outperforming the S&P500 Index, which was down -13.5% on a constant currency basis. The Canoe
EIT Income Fund was down -8.1% on a net asset value basis during the quarter, outperforming the
S&P/TSX Composite Index. A weaker Canadian dollar supported U.S. returns by approximately
5.4% during the period, positively contributing to the Fund’s overall returns.

Relative to the Benchmark, the Fund was positively impacted from its underweight position and good
stock selection within the Financials and Industrials sectors, which underperformed during the period.
Specifically, the Fund had minimal exposure to Canadian banks, life insurance companies and
railroad stocks, which fell due to mounting concerns about the health of the global economy. This
risk-off sentiment also supported some gold stocks held by the Fund including Franco-Nevada,
which was up strongly in the period.

Somewhat offsetting this was stock selection in the Energy sector as small-cap and mid-cap oil and
gas producers held by the Fund including Arc Resources, Tourmaline and Storm Resources
underperformed large-cap peers during the period. Relative to the Benchmark, the Fund was also
negatively impacted by its underexposure to the telecom sector, which outperformed as interest rates
fell during the quarter.

Given the Fund’s allocation to U.S. securities, the weaker Canadian dollar in the quarter positively
contributed to performance. However, this was somewhat offset by the Fund’s U.S. dollar
borrowings.

We are confident in our long-term positioning for Canoe EIT Fund given its balance of high-quality
Canadian and U.S. dividend-paying securities with what we believe to be long-term sustainable
growth characteristics and defensible business models

The information contained in this report is designed to provide you with general information related to investment alternatives and
strategies available as of the date indicated and are not intended to be considered as personal investment advice or an offer or
solicitation to buy or sell securities. This document may contain forward-looking statements which involve known and unknown risks,
uncertainties and other factors that may cause actual results or events to differ materially from those anticipated, and should not be
unduly relied upon. Canoe does not undertake any obligation to publicly update or revise any forward-looking statements. Market
conditions may change and Canoe accepts no responsibility for individual investment decisions arising from the use or reliance on the
information contained herein. Commissions, trailing commissions, management fees and expenses all may be associated with mutual
fund investments. Please read the prospectus before investing. Mutual funds are not guaranteed, their values change frequently and
past performance may not be repeated.
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