A.‘
u= eNncasa
2025 Q1 Economic and Market Commentary

Executive Summary

e Bonds performed well in Q1 as inflation and interest rates came down.

e In March, the US announced tariffs on Canada, Mexico and China. Additional global
tariffs were announced in early April and later lowered or delayed.

e US equities, which have led global markets for the past decade, declined in Q1.
International equities rose on expectations of increased government spending in
Europe. Canadian equities made small gains.

e Tariff policies and their impacts remain uncertain, but investors who stick to their
plan are likely to do best in the long run.

Figure 1. Major Asset Class Returns (March 31,2025, in Canadian Dollars)

Asset Class YTD 1Year 3Years 5 Years 10 Years
Cash - Canada 3 Month T-Bill 0.7 3.8 4.0 2.4 1.7
Short-Term Bonds 1.7 7.1 3.7 2.1 1.9
Universe Bonds 2.0 7.7 2.5 0.9 1.8
Canadian Equities 1.5 15.8 7.8 16.8 8.5
US Equities -4.2 15.1 14.3 18.9 14.0
International Equities 7.1 12.1 11.8 12.6 7.3
Global Equities -1.6 14.3 13.3 16.9 11.5

Source: eVestment. Indices used are Bank of Canada 3-Month T-Bill, FTSE Canada Short-Term Bond Index, FTSE Canada Universe
Index, S&P/TSX Composite Index, S&P 500 Index, MSCI EAFE Index, MSCI World Index. Annualized for periods over 1 year

Economic Highlights

The Canadian economy grew slowly but steadily in Q1, with most forecasts predicting
continued growth throughout 2025. This slow growth helped inflation come down from
over 8% in 2022 to under 3% this year.

Lower inflation allowed the Bank of Canada to lower its overnight interest rate by 50 basis
to 2.75% in Q1. This continued a series of rate cuts that have brought bond yields down
over the past year, particularly for bonds maturing in less than 5 years. We can see this in
Figure 2 below:
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Figure 2. Government of Canada Bond Yields for Selected Maturities - March 2024 to March
2025
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Q1 brought a series of tariff announcements by the new US administration. A 10% tariff on
US imports from China was announced on February 4th. On March 4th, broad tariffs of 25%
on steel and aluminum took effect, and 25% tariffs on other goods from Canada and

Mexico were announced, although those were modified to provide for 10% tariffs on energy
and potash, and tariffs were later postponed on goods covered by the Canada-US-Mexico
Trade Agreement. Further tariff announcements followed the end of the quarter, with
punitive tariffs on most countries around the world announced and then lowered or
delayed.

Although considerable uncertainty remains about the US administration’s tariff policies,
markets’ initial reactions show that investors are worried about their potential impacts. By
increasing the cost of imports, tariffs can hurt businesses, consumers and economic growth,
and in some cases can contribute to inflation by raising prices. While tariffs can be used to
protect strategic industries from foreign competition, broad tariffs are generally viewed as
likely to lead to negative outcomes by most economists.

Market Highlights

Tariffs dominated market news in Q1. Bonds often do well at times of uncertainty or in the
face of slowing economic growth, and Canadian bonds performed well. In Q1, the broad
Canadian bond market rose 2%, and short-term bonds rose 1.7%, bringing 1-year returns to
7.7% and 7.1% respectively.
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Canadian equities delivered a small positive return in a quarter marked by volatility due to
tariff announcements. The S&P/TSX Composite Index gained 1.5%, helped by strength in
the energy and materials sectors. Gold emerged as a top-performing asset, reaching all-
time highs of over $3,100 USD per ounce, helping gold company stocks as investors looked
for safe havens.

International equities had a strong quarter, helped by expectations that European
governments would boost their spending as part of a rearmament effort in the face of
weakening US security guarantees.

US equities lagged as investors worried that tariffs, government spending and job cuts
would lead to weaker profit growth for US companies, and possibly tip economic growth
into negative territory.

Encasa Fund Results

Figure 3. Encasa Fund Results Q1 2025

Fund YTD? 1 Year® 3 Years® 5 Years® 10 Years®
Encasa Canadian Short-Term Bond Fund 1.5 6.4 3.1 1.5 1.4
FTSE Canada Short Term Overall Bond Index 1.7 71 3.7 2.1 1.9
Encasa Canadian Bond Fund 1.8 71 1.9 0.2 1.2
FTSE Canada Universe Bond Index 2.0 7.7 2.5 0.9 1.8
Encasa Equity Fund -1.3 15.7 10.2 15.8 8.2
Equity Fund Benchmark® -0.5 14.9 11.4 17.1 9.6

! Rates of return assume reinvestment of all distributions, after deduction of fees.

2 Three-month and year-to-date rates of return are a simple return on investment (not annualized).

> Annualized returns.

* Prior to July 1, 202, the benchmark for the Encasa Equity Fund was 70% S&P/TSX Composite Index and 30%
MSCI World Ex-Canada Index.
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Encasa Canadian Short-Term Bond Fund

The Short-Term Bond Fund generated a return of 1.5% in Q1, bringing its 1-year return as
of March 315 to 6.4% after fees. The Fund's benchmark, which doesn't include fees,
returned 1.7% for the quarter and 7.1% for the 1-year period.

During the quarter, the Fund was invested more in corporate and provincial bonds and less
in federal bonds compared to the benchmark. Quarterly returns were boosted overall by the
decline in interest rates.

At the end of Q1, the Fund was positioned to benefit from further declines in interest rates,
with interest rate exposure slightly above that of the benchmark. The Fund's yield to
maturity at the end of the quarter was 3.1%, compared to 2.9% for the benchmark.

Reflecting Encasa’s commitment to Responsible Investment, 25.1% of the Fund's portfolio
was invested in Sustainable Labelled bonds, compared to 5.2% for the benchmark.

Encasa Canadian Bond Fund

The Canadian Bond Fund earned a return of 1.8% in Q1, bringing its 1-year return as of
March 31 to 7.1% after fees. The Fund's benchmark, which doesn't include fees, returned
2.1% for the quarter and 7.8% for the 1-year period.

During the quarter, the Fund was invested more in corporate and less in federal bonds
compared to the benchmark; Provincials were roughly in line with the benchmark. The
biggest source of added value to the Fund in the quarter came from taking advantage of
the decline in interest rates.

At the end of Q1, the Fund was positioned to benefit from further declines in interest rates,
with interest rate exposure slightly above that of the benchmark. The Fund's yield to
maturity at the end of the quarter was 3.6%, compared to 3.3% for the benchmark.

Consistent with Encasa’s commitment to Responsible Investment, 30.6% of the Fund'’s
portfolio was invested in Sustainable Labelled bonds, compared to 4.4% for the
benchmark.
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Encasa Equity Fund

The Equity Fund declined by-1.3% in Q1, bringing its 1-year return as of March 31 to
15.7% after fees. The Fund's benchmark, which doesn't include fees, returned -0.5% for the
quarter and 14.9% for the 1-year period.

During the quarter, the Fund added value relative to the benchmark through stock
selection. From a sector perspective, exposure to health care and information technology
benefitted the fund, as did the Fund’s holdings of gold stocks. From a geographic
perspective, the Fund benefitted from a shift to international stocks.

Consistent with Encasa’s commitment to Responsible Investment, the Fund continues to
avoid companies with controversial business practices or industry involvements and
focuses on companies with lower carbon footprints than the benchmark.

Concluding Note

There is no precedent in modern financial history for the new US administration’s broad
use of tariffs, or for the unpredictable ways in which they have been announced,
implemented or modified. There are still too many uncertainties about the policies
themselves and about how companies and consumers will react to them to predict their
effects with any certainty, and markets are likely to remain volatile until there is more
clarity.

Trying to guess what markets will do in the short term is a risky proposition at the best of
times. As always, the most important step investors can take is to ensure that their
portfolio is aligned with their long-term objectives, risk tolerance and time horizon.

If you have questions or concerns, please contact your Encasa advisor.
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Disclaimer

Management fees and expenses all may be associated with mutual fund investments. Please read the
Prospectus or Fund Facts document before investing. The indicated rate(s) of return is/are the historical
annual compounded total return(s) including changes in unit value and reinvestment of all distributions and
does/do not take into account sales, redemption, distribution or optional charges or income taxes payable by
any security holder that would have reduced returns. Performance is calculated net of fees. Mutual funds are
not guaranteed. Their values change frequently and past performance may not be repeated. Attached is
information prepared by Encasa Financial Inc. for educational and illustrative purposes only and is based on
the perspectives and opinions of the owners and writers. It is provided by your Investment Funds Advisor with
the understanding that it may not be relied upon as, nor considered to be, the rendering of tax, legal,
accounting, financial or other professional advice. Investors should always consult an appropriate professional
regarding their particular circumstances before acting on any of the information here. All information
provided is believed to be accurate and reliable, however, we cannot guarantee its accuracy or completeness.
Due to the possibility of human and mechanical error as well as other factors, including but not limited to
technical or other inaccuracies or typographical errors or omissions, Worldsource Financial Management Inc.
is not responsible for any errors or omissions contained herein.
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