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Monthly Overview

The first month of the fourth quarter certainly left its mark
on investors, although that mark came in the form of a deep,
cutting wound that is anything but desirable. Rising rates,
trade war fears, choppy earnings and the prospect of slower
global economic growth were assigned blame.

Canada’s benchmark S&P/TSX Composite index slid 6.3% in
October, and the punishment was widespread. Energy stocks
lost 9.1% of their values, info tech stocks tumbled 8.1% and
consumer discretionary names plummeted 6.4%. Health care
stocks, which account for only a small fraction of the overall
value of the index, faced the most severe loss of any sector,
17.6%, as marijuana stocks were smashed following cannabis
legalization in Canada. Defensive sectors, such as telecom
services, utilities and consumer staples, were also down on
the month but the losses there were far more muted. For the
12 months ended October 31, the Canadian index showed a
loss of 3.4%.

The U.S. dollar moved 2.5% higher versus the loonie in
October, as fear pushed investors into the perceived safety
of the greenback. Despite the currency pickup for Canadian
investors, the S&P 500 was still off 5.3% in CAD terms during
the period, the worst month in more than seven years for the
index. Consumer discretionary, energy and industrials were
sectors that each experienced a loss of 9% or more during
October. Volatility came back in spades in October for equity
markets around the globe, and an interesting stat to illustrate
just how volatile the month was for stocks is this: the S&P 500
experienced swings of 1% or more during ten trading days in
a 16 day stretch. That followed 74 straight trading days with no
swings in excess of 1%.

There was no reprieve for stock investors with international
exposure either. The MSCI EAFE benchmark shed 6.4% while
emerging markets stocks sank 7.2% On a yearoveryear basis,
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the MSCI Index was lower by 10.4% to October 31 in CAD
terms.

Bond investors didn’t have a good go of things in October
either. Canadian investment grade issues slipped 0.6% in
aggregate on the month and the global investment grade
benchmark shed 1.1% as interest rates slowly plodded higher.
Both the YTD and one year returns for global and Canadian
investment grade bonds through October 31 were negative.

Turning briefly to commmodities, crude oil prices were slammed
as the per barrel price of WTI ended the month at US$65.31,
a decline of almost 11%. That came in the face of an 8.4%
improvement in natural gas prices.

The Bank of Canada raised its policy rate by 25 basis points
to 1.75% on October 24. This marked the third rate hike on
the part of the Bank this year. Most lending institutions have
been increasing their prime rates along with the policy rate
hikes, meaning consumers with floating-rate debt, including
many mortgage holders, have seen a steady increase in their
borrowing costs. The good news for savers is that rising
interest rates have resulted in better yields on short-term
deposit products. The move on the part of the Bank of Canada
follows September’s quarter point hike on the part of the U.S.
Federal Reserve. The fed next meets in early November, but
forecasters don't expect an increase until its mid-December
meeting.

The Canadian economy is on target for 2% growth in 2018.
That's a solid number, and more clarity around trade along
with solid labour conditions and constructive commentary
from business around investment should be supportive of
further “normalization” of the Bank of Canada's policy rates.
Economists are calling for a further two or three rate hikes
before 2019 comes to a close.
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Monthly Market Statistics

Data to October 31, 2018, unless otherwise indicated

Higher interest rates, renewed trade fears, disappointing earnings, and concerns about slowing global growth all contributed to
October’s challenges. And this can be encapsulated in the rise of the VIX in the month of October. The VIX is a measure of the broad
U.S. stock market's expectation of volatility. It is forward looking and seeks to predict the variability of future market movements. It's
also sometimes referred to as the “fear index” The chart below tracks the level of the VIX over the past six months and shows that the
implied fear in the markets has taken off recently.

Chart of the Month: A Volatile October
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Monthly Market Statistics

Data to October 31, 2018, unless otherwise indicated

Equity Index Returns (% in CAD)

Index 1 Mo 3 Mo 6 Mo YTD 1Yr 3Yr 5Yr 3Yr Std Dev
S&P/TSX Composite -6.3 -79 -2.3 -5.0 -3.4 6.7 5.4 74
S&P/TSX Small Cap -76 -9.3 -8.9 -11.7 -9.1 6.7 1.8 13.1
S&P 500 -5.3 -2.1 6.1 8.2 95 1.7 16.6 9.3
MSCI EAFE -6.4 -78 -74 -4.3 -4.5 4.4 75 11.0
MSCI World -5.8 -4.5 0.6 3.1 3.8 8.8 12.5 9.5
MSCI World Small Cap -8.4 -8.1 -3.4 -0.6 0.3 9.4 12.4 11.5
MSCI Europe -6.2 -9.1 -8.4 -5.2 -6.2 3.3 6.6 14.0
MSCI EM -7.2 -10.6 -14.2 -11.3 -10.4 72 6.0 14.8
MSCI AC Asia -8.0 -8.7 -10.4 -74 -6.7 6.8 8.9 12.1

Source: Bloomberg

Fixed Income Returns (% in CAD)

Index 1 Mo 3 Mo 6 Mo YTD 1Yr 3Yr 5Yr 3Yr Std Dev
FTSE TMX Canada Universe Bond -0.6 -0.8 -0.2 -1.0 -0.6 1.5 2.9 34
Barclays Global Agg -1.1 -1.9 -3.2 -3.5 2.0 1.5 0.3 5.0
Barclays High Yield Very Liquid Index -0.1 0.6 3.7 5.5 2.3 5.8 8.6 5.1

Source: Bloomberg

Commoaodity Prices (Prices and Returns in USD) Economic Data
Commodity 10/31/2018 Price ($) ~ MoM Change (%)  YoY Change (%) Canada
WTI Crude Oil/BBL 65.31 -10.8 20.1 Real GDP - Q2 (g/g ann. % change) 2.9
Natural Gas/mmBTU 3.26 8.4 12.6 Consumer Prices Sep (y/y % change) 2.2
Copper/pound 2.66 5.2 -14.3 Unemployment Rate, October '18 5.8
Silver/oz 14.28 -2.9 -14.4 United States
Gold/oz 1215.00 2.0 -4.4 Real GDP - Q3 (g/q ann. % change) 3.5
Source: Bloomberg Consumer Prices Sep (y/y % change) 2.3
Unemployment Rate, October '18 3.7

Source: Bloomberg, Stats Canada

One Month Sector Returns (% in CAD) Exchange Rates
Sector S&P/TSX Composite S&P 500 Cross 2018-10-31 6 Mos Ago 1Yr Ago
Consumer Discretionary -6.4 9.8 USD/CAD 1.32 1.28 1.29
Consumer Staples -0.7 4.0 EUR/CAD 1.49 1.565 1.50
Energy 9.1 9.8 GBP/CAD 1.68 1.77 1.71
Financials 6.3 3.1 CAD/JPY 85.84 85.14 88.17
Health Care -176 5.1 Source: Bloomberg
Industrials =5:9 -9:3
Info Tech -8.1 -6.4
Materials -4.6 -79
Real Estate -3.0 0.0
Telecom Services -2.1 -4.2
Utilites -2.6 3.7

Source: Bloomberg



Investment Recommendation Rating System
Recommended List: The list presents a selection of funds that we believe are among the best of their peers and offer unique characteristics that can add value when used i
well-diversified investment portfolio tailored to a client’s investment objectives.

Hold:  The fund remains on the Recommended List, but is not recommended for adding to or selling from client’s portfolios.
Sell: The fund is no longer on recommended list.
Under review:  The fund’s participation on the Recommended List is under review.

General Disclosures

Theinformationandopinionscontainedinthisreportwerepreparedbylndustrial AllianceSecuritiesInc.(iASecurities).iASecuritiesisownedbylndustrial Alliancelnsurance&
FinancialServicesInc.('iAFinancial’).iAFinancialisaTSXExchangelistedcompanyandassuch,iASecuritiesisrelatedtoiAFinancial. Theopinions,estimatesandprojections
containedinthisreportarethoseofiASecuritiesasofthedateofthisreportandaresubjecttochangewithoutnotice.iASecuritiesendeavourstoensurethatthecontentshavebeen
compiledorderivedfromsourcesthatwebelievetobereliableandcontaininformationandopinionsthatareaccurateandcomplete. However,iASecuritiesmakesnorepresentations
orwarranty,expressorimplied,inrespectthereof,takesnoresponsibilityforanyerrorsandomissionscontainedhereinandacceptsnoliabilitywhatsoeverforanylossarisingfrom
any use of, or reliance on, this report or its contents. Information may be available to iA Securities that is not reflected in this report.

Nothingcontainedinthisreportisorshouldberelieduponasapromiseorrepresentationastothefuture.Theproformaandestimatedfinancialinformationcontainedinthisreport,
ifany,isbasedoncertainassumptionsandmanagement’sanalysisofinformationavailableatthetimethatthisinformationwasprepared,whichassumptionsandanalysismayormay
not be correct. There is no representation, warranty or other assurance that any projections contained in this report will be realized.

Opinions,estimatesandprojectionscontainedinthisreportareourownasofthedatehereofandaresubjecttochangewithoutnotice.Thisreportisnottobeconstruedasanoffer
orsolicitationtobuyorsellanysecurity.Thereadershouldnotrelysolelyonthisreportinevaluatingwhetherornottobuyorsellsecuritiesofthesubjectcompany.Thereadershould
consider whether it is suitable for your particular circumstances and talk to your investment advisor.

Definitions
“Theauthor”meansanypartner,director,officer,employeeoragentofiASecuritieswhoisheldouttothepublicasapublisherofinvestmentFundResearchorwhoseresponsibilities
to iA Securities include the preparation of any written investment fund research report for distribution to clients or prospective clients of iA Securities.

“InvestmentFundResearch”meansanywrittenorelectroniccommunicationthatiASecuritieshasdistributedorwilldistributetoitsclientsorthepublic,whichcontainauthor’s

comments concerning current Investment Fund indicators.

Conflicts of Interest
Theauthorandorassociateswhopreparedthisreportarecompensatedbasedupon(@mongotherfactors)theoverallprofitabilityofiASecurities,whichmayincludetheprofitability
ofinvestmentbankingandrelatedservices.Inthenormalcourseofitsbusiness,iASecuritiesmayprovidefinancialadvisoryservicesforissuers.iASecuritieswillincludeanyfurther
issuer related disclosures as needed.

iA Securities permits the authors to own and trade in the securities discussed herein. In that case, specific holdings disclosures will me made.
The Authors’ Certification
TheauthorwhosenameappearsonthefrontpageofthisinvestmentFundResearchreportherebycertifiesthat(i)theopinionsexpressedintheinvestmentfundresearchreport

accuratelyreflecttheauthor’spersonalviewsaboutthemarketplaceandarethesubjectofthisreportandallstrategiesmentionedinthisreportthatarecoveredbysuchtheauthor
and (ii) no part of the author’s compensation was, is, or will be directly orindirectly, related to the specific views expressed by such technical strategies in this report.

The author(s) of this report own(s) the following securities of the issuer(s): None.
Dissemination of Reports

iASecuritiesusesitsbesteffortstodisseminateitsinvestmentfundresearchreportstoallclientswhoareentitled toreceive thefirm’sinvestmentfundresearchreports,
contemporaneously on a timely and effective basis in electronic form, via fax or mail.

ForCanadianResidents:ThisreporthasbeenapprovedbyiASecurities,whichacceptsresponsibilityforthisreportanditsdisseminationinCanada.Canadianclientswishingto
effect transactions should do so through a qualified salesperson of iA Securities in their particular jurisdiction where their iA is licensed.

For U.S. Residents: This report is not intended for distribution in the United States.

For E.U. Residents: This report is not intended for distribution in the European Union.

For U.K. Residents: This report is not intended for distribution in the United Kingdom.

Intellectual Property Notice

Thematerialscontainedhereinareprotectedbycopyright,trademarkandotherformsofproprietaryrightsandareownedorcontrolledbyiASecuritiesorthepartycreditedasthe
provider of the information.

Regulatory
iA Securities is a member of the Canadian Investor Protection Fund (‘CIPF’) and the Investment Industry Regulatory Organization of Canada ('llROC').

Copyright
Allrightsreserved.Allmaterialpresentedinthisdocumentmaynotbereproducedinwholeorinpart,orfurtherpublishedordistributedorreferredtoinanymannerwhatsoever,nor
may the information, opinions or conclusions contained in it be referred to without in each case the prior express written consent of iA Securities.
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