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FUNDS Canadian Stocks - Too Cheap to Ignore

Several recent events have sparked a renewed interest in equities with many stock markets around the world, including the MSCI
World Index and the S&P 500 Index (the “S&P 500"), trading to new all-time highs in November after the U.S. election and the
announcements of positive vaccine results from Pfizer and Moderna. However, Canada has lagged with the S&P/TSX Composite
Index (the “TSX") remaining below its all-time high that was reached in February 2020.

This is a trend that we have seen over the better part of the past decade where the TSX has underperformed the S&P 500.
Figure 1a shows the performance of these two markets going back to the beginning of 2000, while Figure 1b shows the relative
performance of the TSX compared to the S&P 500 over the same time frame. Figure 1b clearly shows that Canadian stocks have
underperformed their U.S. counterparts for most of the 2010s; however, this is after the Canadian market had outperformed for
most of the 2000s.
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We believe that this trend is poised to change and that market conditions favour Canadian stocks outperforming again as we look
out to 2021. Canadian stocks are cheap — very cheap. Figure 2 shows the relative valuation of the TSX compared to the S&P 500
using 12-month forward Price/Earnings multiples. Canadian stocks currently trade at a discount of 21.4% to the U.S., which is
near the 2008 lows. In fact, from 2002 through 2019 there were only 3 trading days on which the TSX traded at a discount to the
S&P 500 of 20% or more, and all of these occurred in the fourth quarter of 2008. While the sample size is small, on average the
TSX has outperformed the S&P 500 by 15.5 percentage points looking forward 12 months from when it traded at a 20%+ discount.
So far in 2020 (through 11/25) there have been 41 such trading days, and we believe the current discount of 21.4% is too cheap
to ignore.

Figure 2 - TSX/S&P 500 Relative Valuation
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There are also a number of fundamental factors that favour the Canadian market at this time. The recent news from Pfizer and
Moderna that their COVID-19 vaccines showed greater than 90% efficacy in large trials is very bullish for the global economy
and markets in our view. With these vaccines coming in 2021, and with generally strong consumer balance sheets buoyed by
continued fiscal stimulus acting as a bridge until the vaccines get distributed, we believe that we are likely to see turbocharged
economic growth in 2021, which should in turn lead to very strong earnings growth.

This news has driven the beginning of a shift from growth stocks to value stocks and cyclical sectors, which is a trend that should
continue if we see this strong GDP growth materialize. This is positive for the Canadian market, which has a higher weighting to
these stocks and sectors — for example financials, energy, industrials, and materials — than the U.S. market. When combined with
the near record valuation discount, we believe that the Canadian market is poised to outperform the U.S. as we head into 2021.

Brompton’s Approach

Several of our split share funds focus on the Canadian market including Dividend Growth Split Corp., which is an actively managed
portfolio of primarily large cap Canadian equities with high dividend growth rates and current yields.

Funiveme | cassaTia |
Dividend Growth Split Corp. DGS
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This document is for information purposes only and does not constitute an offer to sell or a solicitation to buy the securities referred to herein. The opinions
contained in this report are solely those of Brompton Funds Limited (“BFL") and are subject to change without notice. BFL makes every effort to ensure that the
information has been derived from sources believed to reliable and accurate. However, BFL assumes no responsibility for any losses or damages, whether direct or
indirect which arise from the use of this information. BFL is under no obligation to update the information contained herein. The information should not be regarded
as a substitute for the exercise of your own judgment. Please read the annual information form before investing.

You will usually pay brokerage fees to your dealer if you purchase or sell shares of the investment funds on the Toronto Stock Exchange or other alternative
Canadian trading system (an “exchange”). If the shares are purchased or sold on an exchange, investors may pay more than the current net asset value when buying
shares of the investment funds and may receive less than the current net asset value when selling them.

There are ongoing fees and expenses with owning shares of an investment fund. An investment fund must prepare disclosure documents that contain key
information about the fund. You can find more detailed information about the funds in the public filings available at www.sedar.com. Investment funds are not
guaranteed, their values change frequently and past performance may not be repeated.

Certain statements contained in this document constitute forward-looking information within the meaning of Canadian securities laws. Forward-looking information
may relate to matters disclosed in this document and to other matters identified in public filings relating to the fund, to the future outlook of the fund and anticipated
events or results and may include statements regarding the future financial performance of the funds. In some cases, forward-looking information can be identified
by terms such as “may’, “will’, “should’, “expect’, “plan’, “anticipate’, “believe’, “intend’, “estimate’, “predict’, “potential’, “continue” or other similar expressions
concerning matters that are not historical facts. Actual results may vary from such forward-looking information. Investors should not place undue reliance on
forward-looking statements. These forward-looking statements are made as of the date hereof and we assume no obligation to update or revise them to reflect new
events or circumstances.

Investor Relations Address

PHONE 416.642.6000 Bay Wellington Tower,

TOLL FREE 1.866.642.6001 Brookfield Place
VALUE FAX 416.642.6001 181 Bay Street
B OMP I ON INTEGRITY EMAIL info@bromptongroup.com Suite 2930, Box 793
Toronto, Ontario M5J 2T3
FUNDS PERFORMANCE Website

THE FOUNDATION FOR EXCELLENCE  Www.bromptongroup.com


https://www.bromptongroup.com/product/dividend-growth-split-corp/
https://www.bromptongroup.com/product/brompton-split-banc-corp/
https://www.bromptongroup.com/product/brompton-lifeco-split-corp/
https://www.bromptongroup.com/product/life-banc-split-corp/
https://www.bromptongroup.com/product/brompton-oil-split-corp/
https://www.bromptongroup.com/product/dividend-growth-split-corp/
https://www.bromptongroup.com/product/brompton-split-banc-corp/
https://www.bromptongroup.com/product/brompton-lifeco-split-corp/
https://www.bromptongroup.com/product/life-banc-split-corp/
https://www.bromptongroup.com/product/brompton-oil-split-corp/

