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NORTH AMERICAN EQUITY STRATEGY
Third Quarter 2025 Review

During the third quarter, the S&P500 total return was +8.12% in U.S. dollars. Adjusting for currency,
the S&P500 returned +10.47% in Canadian dollars, as the Canadian dollar depreciated 1.65 cents
during the quarter to $0.7184. The TSX total return was +12.50% in the third quarter.

Following its September Federal Open Market Committee (FOMC) meeting, the Federal Reserve (Fed)
lowered the federal funds rate by 25 basis points, bringing the new target range to 4.00%-4.25%. This
was the first interest rate cut since December 2024. The move signals the Fed's growing concern over
a weakening labor market, even as inflation remains above its 2% target. The decision underscores
the difficult balancing act the Central Bank must perform in managing its two key goals: achieving
maximum employment and maintaining price stability. While the Fed acknowledged slower job growth
and a higher unemployment rate, a dovish signal, it also noted that “inflation has moved up,” which

is a hawkish acknowledgment of recent price increases. According to the Fed’s latest Summary of
Economic Projections (exhibit 1), GDP growth is expected to be slightly stronger in 2026 and 2027
compared to 2025, while both unemployment and inflation are projected to be lower. The Fed's year
end 2025 targets—4.5% for unemployment and 3.0% for PCE inflation—are notably higher than the
most recent August figures, which showed unemployment at 4.3% and inflation at 2.7%. The recent
interest rate cut and the forecast for two more cuts by the end of the year, demonstrates a quicker
pace of cuts compared to the 2 cuts that the Fed projected in June for the second half of 2025. It
suggests the Fed is prioritizing the labor market outlook over its inflation concerns.
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Exhibit 1: Summary of Economic Projections (SEP, Federal Reserve)

. . Median
Variable [in %] 2025 | 2026 | 2027 | 2028 | Longer Run
Change in real GDP 1.6 1.8 1.9 1.8 1.8
June projection 1.4 1.6 1.8 1.8
Unemployment rate 4.5 4.4 4.3 4.2 4.2
June projection 4.5 4.5 4.4 4.2
PCE inflation 3.0 2.6 2.1 2.0 2.0
June projection 3.0 2.4 2.1 2.0
Core PCE inflation 3.1 2.6 2.1 2.0
June projection 3.1 2.4 2.1
Memo: Projected appropriate policy path
Federal funds rate 3.6 3.4 3.1 3.1 3.0
June projection 3.9 3.6 3.4 3.0

Source: Federal Reserve, Summary of Economics Projections, 9/17/2025

Political Pressure and Central Bank Independence

During the third quarter, the Fed's independence faced political pressure. President Donald Trump has
publicly criticized current Fed interest rate policy, saying interest rates are too high and they are hurting

the economy, while he pushed for more aggressive rate cuts and initiated a legal battle to remove a Fed
governor over allegations of mortgage fraud. These actions have raised concerns among some economists
about the future autonomy of the Central Bank although the impact on capital markets has been muted thus
far. Despite these challenges, Fed Chair Jerome Powell has consistently affirmed the Fed’s commitment to
its independence.

Exhibit 2 is a chart from Martin Roberge, a strategist we follow at Canaccord Genuity. It attempts to explain
why the Fed may not be as concerned about inflation as it was previously, by examining inflation tied to
tariffs. The top clip shows that core inflation, CPI less food and energy (black line), has been coming down
from the 2022 highs but remains stuck above the Fed's target of 2% at 3.1%. Most of the recent inflationary
pressure is coming from CPI commodities less food and energy (blue dotted line), which would include

tariff related price increases. The second clip shows the same accelerating CPl commodities less food and
energy index compared to an equal weight export price index for some of the US largest trading partners.
Directionally, this price index has declined recently, suggesting some of these countries may be absorbing
part of the tariff impact. More importantly, tariff related goods inflation represents only 24% of the US total
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CPI core inflation basket. US core services inflation is the other 76 %, and of that 76%, shelter represents
58%. The third clip looks at US core service inflation (which is mostly shelter) and compares it to the Zillow
observed rent price index. U.S. rental vacancy rates, immigration restraints and a weakening job market are
likely weighing on rent prices, which given its weight in the index, should help offset inflation tied to tariffs
and bring overall Core Goods and Services inflation lower.

Exhibit 2: Inflation Likely Transitory
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Source: Roberge et al, Canaccord Genuity, 09/12/2025
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Turning to the labour market, weaker July (79,000) and August (22,000) nonfarm payrolls, as well as
massive downward revisions for May and June, showed that the US economy has created fewer than
100k net new jobs for four consecutive months. The Unemployment rate rose from 4.1% in June to 4.3%
in August. While part of the lack of job growth may be tied to changes in immigration policies, it's clear that
there are also fewer jobs available. As indicated in Exhibit 3, periods of lower job growth (less than 100k)
historically, shown in red circles, have led to the Fed cutting interest rates, which played out yet again

at the September FOMC meeting. The Fed appears to be prioritizing protecting the labour market over
fighting inflation, which appears appropriate assuming the tariff related inflation does indeed end up being

one time in nature.

Exhibit 3: Fed Protecting Labour Market
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Exhibit 4 looks at the Atlanta Fed GDPNow forecast for the third quarter of 2025 estimated at a robust
3.9%.The US economy continues to perform well notwithstanding the higher interest rates it's had (which
are now declining), higher tariffs and slowing job growth. The combination of stronger economic growth
and the US Central Bank cutting interest rates might explain stronger performance for the S&P500 in
September during a period typically known for seasonal weakness. As indicated in Exhibit 5, in periods
when the Central Bank was cutting rates with no recession (grey shaded areas 1995,2007,2019, 2024) the
seasonal weakness was not present.

Exhibit 4: Q3 GDP Growth Strong
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Exhibit 5: No September Weakness!
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Source: Wall Street Rallies as Fed Gets All-Clear to Cut: Markets Wrap”, R. Nazareth, Bloomberg, 9/11/2025

Exhibit 6 shows a breakdown of the S&P500 second quarter earnings by sector. Overall, it was another
strong quarter for earnings, which were up 12.0% yearoveryear from an estimated growth rate on June
30th of only 4.8% and once again led by the technology favorites in the Communications Services (45.6%)
and Information Technology (23.0%) sectors. This compares to earnings growth of 13.3% in the first
quarter, which also beat expectations of 7.2% on March 31st and represents the third consecutive quarter
of double-digit earnings growth.

Exhibit 6: Q2 2025 Earnings Growth (year-over-year)
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Exhibit 7 illustrates the weekly S&P 500 forward earnings-per-share (EPS) estimates (red line) and their
close correlation with actual quarterly earnings (blue line), which reached a record high in Q2. Based on the
ongoing strength of weekly forward EPS projections, we expect actual earnings to continue rising in Q3.

Notably, the consensus pro forma Q3 earnings growth forecast for S&P 500 companies started the quarter
at +8.0% yearoveryear and improved to +8.8% as of the week of September 26th. Such upward revisions
during the quarter are rare. Since 1994, quarterly earnings forecasts have ended higher than where they
began in only 22 of 126 quarters—Iless than 20% of the time!

Exhibit 7: Forecasted earnings growth expected to continue
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Earnings driven bull market

Exhibit 8 looks at the long-term relationship between “price” or the S&P500 (red line) and 12-month
forward earnings (blue line) over the past 20 years. Earnings multiple expansion (investors willing to pay
more for each dollar of earnings) can help “price” in a declining Fed funds interest rate environment (which
we are in) and vice versa in a rising rate environment; however, over the long-term, earnings typically drive
most price returns for the S&P500. Case in point, note the forward P/E (price/earnings) multiple of the
S&P500 has in fact been essentially the same (green line), at approximately 22.9x, since August 2020 when
pandemic losses in the index were fully recovered. While this valuation is not considered historically cheap,
during that period from August 2020 to today, forward earnings have increased about 98% accounting for
ALL the increase in the S&P 500 since then. If you had sold equities based on valuation alone in 2020, you
would have missed almost a doubling in the stock market driven almost solely by earnings growth. Even if
the valuation multiple had contracted somewhat, investors who stayed in the market still would have likely
been rewarded. As discussed, the outlook for forward earnings remains positive despite rising tariff costs
and tight labour markets all amid the prospect for lower interest rates, which at the very least are no longer
a headwind.

Exhibit 8: : Earnings Led Bull Market
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High Multiples

While the S&P 500 at 22.9x appears statistically expensive based on historical valuation metrics,
Exhibit 9 shows that comparing today’s multiple to prior cycles may not be that relevant, given the
shifts in the composition of the index. The S&P 500 has shifted from low margin, asset- and labor
intensive industries (almost 70% manufacturing in 1980) to high margin, innovation-oriented industries
(almost 50% of the industry today). A dollar invested in these higher margin, asset light companies
today generate a higher profit or return on invested capital, than a dollar invested in the low margin,
labour and asset intensive companies in prior decades. This implies that today’s market should trade at
a higher valuation than markets of the past.

Exhibit 9: High multiples reflect higher ROIC (Return on Invested Capital)

More asset-light: % of S&P 500 market cap by sector over time
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Asset Allocation for our
North American Equity Strategy
As of September 30, 2025

Equities 98%

Fixed Income 0%

Cash 2%

Our overall equity exposure increased from 93% to 98% while our cash exposure declined from 7%

to 2% since June 30th, 2025. Our U.S. equity exposure increased from 53% to 57% and our Canadian
Equity exposure increased from 40% to 41% since June 30, 2025. It is important to note that many of
our clients’ portfolios are invested in our North American plus International Equity strategy, meaning that
the actual weights of U.S. and Canada within their equity holdings will be proportionately less than this
given the allocation to international companies.

New equities purchased in the U.S. included Tradeweb Markets Inc., Amphenol and UnitedHealth

Group. We are returning to UnitedHealth Group after exiting in late 2024/early 2025 following a series of
company-wide management changes, including the return of former CEO Stephen Hemsley, who was
instrumental in building the company into an industry leader. Earnings per share peaked in 2024 around
the time we sold. We believe Hemsley can repair the business and bring EPS closer to 2024 levels within
the next few years.

In Canada, we added Bank of Nova Scotia and VWSP Global. Scotia Bank has been in turnaround mode
since Scott Thomson took over as CEO in February of 2023. The bank outlined its strategy to fix the bank
at its December 2023 investor day, and the quarter reported in August showed many signs that the bank
is making headway. At the time of purchase Scotia not only traded at discount price/earnings multiple

to the banking group, but it is also traded at a discount multiple to its own historical valuation. Also, the
bank had a 5.2% dividend yield, which was raised in the previous quarter by 3.8%, the first increase since
2023.
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We also bought back the I-shares S&P/TSX Global Gold Index ETF and initiated a position in the Sprott
Physical Uranium Trust ETF. Gold has broken above the $3,500/0z resistance after consolidating since
last April. Exhibit 10 shows cyclical rallies in gold prices typically peak near the end of a Fed interest
rate easing cycle. With interest rate cuts back on, and currently the market-based expectations are for
two more cuts by the Fed in 2025 and at least one cut in 2026 and 2027, it suggests an extension of
the current Fed easing cycle for at least another 15 months. Furthermore, as there is potential for more
changes at the Federal Reserve Board, the Fed's position could become more dovish (meaning potential
for further rate cuts).

Exhibit 10: Gold versus Fed easing cycles
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The top clip in Exhibit 11 shows that gold bullion prices (in blue in Canadian dollars) typically lead gold
companies’ free cash flow (in black) by about six months suggesting there is still more room to go. The
bottom clip in Exhibit 11 shows that the gold mining group typically peaks around 6% free cash flow
yield (vs. 75% currently). If free cash flow yields move from 7.5% to 6%, it implies another 25% upside
to gold company prices to reach peak valuation even before any additional benefit from the potential for
higher free cash flows from higher bullion prices. As a reminder, gold mining companies typically don’t
meet our scoring criteria of profitability over a cycle hence a preference for owning an ETF that avoids
company specific risk.

Exhibit 11: Gold prices versus gold producer free cash flow
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Exhibit 12 shows the supply and demand outlook for uranium. There is an estimated global supply
demand deficit for uranium, with an annual deficit of 44 million pounds next year that grows to a
1.8-hillion-pound cumulative deficit over the next 20 years. The growing demand, fueled by the need for
clean, reliable, and secure energy sources and policy support around the world, is further fueled by the
energy-intensive Al era, with big tech companies like Amazon, Microsoft, Meta, and Google investing
in US nuclear energy to power their expanding data centers. And after a decade of low uranium prices
(following Fukushima) that led to underinvestment in mines, at current rates of production, a supply
deficit is imminent, which should support the price of uranium.

Exhibit 12: Uranium Supply and Demand Imbalance Likely to Grow
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Source: Sprott Physical Uranium Trust, Fact Sheet, 6/30/2025

A complete review of the business and fundamental outlook for new companies purchased during the
quarter can be found in Appendix 1.

Closing Comments and Outlook

The jury is out on whether the Fed'’s decision to prioritize the labor market outlook over its inflation
concerns is correct with Core PCE inflation remaining above the Fed'’s target of 2%. Regardless, the
Fed funds rate is expected to go lower with the Fed cutting in September and is forecasted to cut at
each of its remaining two meetings in October and December and further in 2026 and 2027 Rates
going up, not down, would be cause for concern. Exhibit 13 shows the impact of S&P500 drawdowns
(red dashed lines) going back to the 1970's when the Federal Reserve was increasing interest rates.
Increasing interest rates typically leads to a multiple-driven contraction, with the number and duration
of Fed rate increases ultimately determining the impact on the economy and forward earnings growth.
BUT we are not there yet. As discussed, forward earnings have been increasing at double digit rates
for the last three quarters and the outlook for the third quarter of 2025 remains positive. Also, the
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Atlanta Fed GDPNow forecast for the third quarter of 2025, estimated at a robust 3.9%, suggests the US
economy is likely to continue to perform well notwithstanding having been in a period of higher interest
rates (which are now declining), higher tariffs and slowing job growth. So, the setup for the economy,
earnings and interest rates remains favorable despite higherthan-average valuation levels. As discussed,
valuation on its own is not a good timing tool and if solely relied on from August 2020 through to today
one would have missed almost a doubling in earnings and stock prices. Exhibit 14 shows that investing
on any day over 3-months, 6-months, 1-year, 2-year, 3-year, and 5-year periods, the S&P 500 on average
cumulatively since the 1980's has generated positive returns (light green bars). But as this data from
JPMorgan Asset Management courtesy of TKER Sam Ro shows, investing specifically at all-time highs
has generated, in most cases, higher average returns over these time horizons (dark green bars).

Exhibit 13: S&P Drawdowns vs Fed Funds Target Rate
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Exhibit 14: All-time highs aren’t a bad time to buy
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In summary, the combination of stronger economic growth, positive earnings and the US Central Bank
cutting interest rates might explain the positive equity performance in the third quarter, particularly

in September for the S&P500 during a period typically known for seasonal weakness. This positive
outlook has not really changed and continues to support our constructive view looking forward.

Peter Jackson
Chief Investment Officer
September 30, 2025

*Cumberland and Cumberland Private Wealth refer to Cumberland Private Wealth Management Inc. (CPWM) and Cumberland Investment

Counsel Inc. (CIC). CIC acts as sub-advisor to certain CPWM investment mandates.

This communication is for informational purposes only and is not intended to provide legal, accounting, tax, investment, financial or other advice
and such information should not be relied upon for providing such advice. Reasonable efforts have been made to ensure that the information

contained herein is accurate, complete and up to date, however, the information is subject to change without notice.

The communication may contain forward-looking statements which are not guarantees of future performance. Forward-looking statements involved
inherent risk and uncertainties, so it is possible that predictions, forecasts, projections and other forward-looking statements will not be achieved.
All opinions in forward-looking statements are subject to change without notice and are provided in good faith but without legal responsibility.
CPWM and CIC may engage in trading strategies or hold long or short positions in any of the securities discussed in this communication and may

alter such trading strategies or unwind such positions at any time without notice or liability.
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Appendix 1
New Equity Investments:
Cumberland North American Equity Mandate

United States

UnitedHealth Group Incorporate (UNH-US)

We are returning to UNH following a series of company-wide management changes, including the return
of former CEO Stephen Hemsley, who was instrumental in building the company into an industry leader.
Previously, we sold our position in UNH, the largest U.S. healthcare insurer and provider, in late 2024 and
early 2025, after early indications of operational missteps that caused the company (and others in the
industry) to miscalculate patient utilization and insurance premiums. Furthermore, the company faced
increased political scrutiny, which we believed could impair its business.

We have re-entered the stock after the returning CEO made sweeping changes to 1) increase transparency
with regulators and 2) reprice or exit unprofitable lines of business. While some political risk remains,
we think the risk-reward profile skews in their favour. Earnings per share (EPS) peaked at $27.66 in 2024.
EPS is now expected to be only $16.23 in 2025, though price adjusted accordingly providing a good
reentry point.\We believe Hemsley can repair the business and bring EPS closer to 2024 levels within the
next few years. UNH's five-year average earnings multiple is 19x. However, even at a more conservative
multiple, significant upside potential from our initial purchase price exists.

Amphenol

Amphenol is a global leader in the manufacture and design of high-technology interconnect, sensor,
and antenna solutions, with a market capitalization exceeding $150 billion as of September 2025. The
company sells its products into a wide array of end-markets including IT and data communications,
military and commercial aerospace, automotive, Industrial, mobile devices & networks, and broadband
communications. Given the fragmented nature of the interconnect and sensor market the company has
been aggressive in complementing their growth through tuck-in acquisitions which not only expands their
product portfolio but also helps open adjacent markets, such as their recent purchase of Commscope’s
fiber-optic data connectivity business. The recent strength in sales is a result of their technology offering
within the data center which saw their IT datacom segment post revenue growth exceeding 100%
in the most recent quarter. The company’'s technology leadership, diversified exposure, strong cash
generation, and industry-leading operating margins should allow for continued success with a mid-teens
earnings growth over the next few years.
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Tradeweb Markets Inc (TW-US)

We initiated a position in Tradeweb, a leading operator of electronic exchanges for fixed-income products
like government treasuries and interest rate swaps, which traditionally have traded “over the counter”
(ie non-electronically) rather than on centralized exchanges. As a key beneficiary of the ongoing shift
from traditional to electronic trading in these vast markets, Tradeweb benefits from a powerful network
effect; its deep liquidity attracts more participants, which in turn fuels consistent market share gains
from its peers. This competitive advantage is enhanced by sophisticated trading protocols, such as
portfolio trading. The company’s business model, based on transaction fees tied to trading volume, is
well-positioned to perform strongly during periods of market volatility.

Canada

Bank of Nova Scotia (BNS-CA)

Scotia Bank has been in turnaround mode since Scott Thomson took over as CEO in February of 2023.
The bank outlined its strategy to fix the bank at its December 2023 investor day and the quarter reported
in August showed many signs that the bank is making traction. Scotia reported Q3/25 adjusted EPS of
$1.88 (up 15% vy/y) vs consensus $1.73.

Both domestic and international businesses improved solidly this quarter and were better than forecasts.
Loan growth is now expected to resume in 2026 (post the balance sheet optimization). The bank essentially
shrunk its balance sheet over the past two years to focus on the most profitable customers that have a
higher likelihood of cross-selling new business.

The all-bank Net interest margin (NIM) is trending higher on both a year over year and quarter over
quarter basis supported by lower funding costs and higher deposit margins. Lower overnight rates should
continue to support the corporate net interest income (NIl). Unlike its peers, lower rates improve BNS'
margin outlook given its greater reliance on wholesale funding.

Impaired PCLs were down 6 basis points quarter over quarter and better than forecast. Management
was confident that credit conditions are improving. Lower performing loan provision for credit losses
(PCLs) reflected management'’s conservative reserving last quarter from tariff uncertainty. This suggests
a more stable credit outlook for the balance of 2025 and 2026.

The bank bought back 3.2 million shares (which it was not doing before) in the latest quarter and we
expect Scotia to remain active on its buyback program, which supports its share price. Scotiabank’s
adjusted ROE improved to 12.4% in Q3 2025, an increase of 110 basis points compared to the same
period last year. This significant improvement demonstrates a rebound in profitability, bringing the bank
closer to its medium-term objective of achieving an ROE greater than 14%. At the time of purchase,
Scotia traded at a discount multiple to the banking group, and a discount multiple to its own historical
valuation. It also had a 5.2% dividend yield, which was increased last quarter by 3.8%, the first increase
since 2023.
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WSP Global Inc (WSP-CA)

WSP Global, based in Montreal, is a leading professional services firm specializing in engineering,
environmental, and advisory consulting across key sectors like transportation, buildings, energy, and
sustainability. The company benefits from strong industry tailwinds, including infrastructure investment
and the global energy transition, which support long-term growth. Its proven growth algorithm—organic
expansion of 6-7%, acquisition-driven growth of 2-3%, and annual margin improvement—drives
consistent double-digit EBITDA gains. Recent acquisitions have strategically shifted WSP’s focus toward
highergrowth, highermargin areas such as power and environmental services. With minimal capital
expenditure needs and robust free cash flow, WSP can continue funding acquisitions internally. Combined
with macro trends like Canadian infrastructure spending, U.S. Al data center growth, and North American
manufacturing reshoring, WSP is well-positioned for sustained performance.

iShares S&P/TSX Global Gold index ETF (XGD-CA)

Gold has broken above the $3,500/0z resistance level at the beginning of September, following a period
of consolidation that began last April. Historical seasonality data going back to 1985 suggests that
gold tends to perform well in September, which is typically the second strongest month of the year.
While October often sees some weakness, November and December usually bring renewed strength,
potentially pushing gold toward $4,000/0z by yearend. The gold-to-copper ratio, which has historically
peaked around 800x, supports this outlook—given copper's current price of $4.90/Ib, the implied gold
price would be approximately $3,900/oz.

International gold reserves as a percentage of total foreign currency reserves have risen significantly,
climbing from a secular low of around 15% in 2016 to roughly 40% today. This trend reflects growing
investor concern about the direction of the U.S. dollar, inflation expectations, and the broader economic
and political landscape, all of which reinforce gold’s role as a safe-haven asset. Historically, gold backed
more than 100% of foreign currency reserves prior to the 1990s, suggesting there may still be room for
this ratio to rise further.

Cyclical rallies in gold prices tend to peak near the end of a Federal Reserve interest rate easing cycle.
Current market expectations point to two rate cuts in 2025, followed by one cut in both 2026 and 2027,
indicating that the easing cycle could extend for at least another 15 months. This prolonged period of
accommodative monetary policy provides a favorable runway for gold to continue its upward trajectory.
Additionally, the Fed’s stance could become even more dovish depending on potential changes to its
Board, which may lead to further rate cuts.
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From a valuation perspective, the gold company index typically peaks around a 6% free cash flow yield,
compared to the current level of 75%. If yields compress to historical peak levels, it implies a potential
25% upside in gold company share prices, even before factoring in the impact of higher bullion prices on
future free cash flows. However, gold companies generally do not score well in our investable universe
due to company-specific risks. For this reason, we continue to prefer gaining exposure to the sector
through a gold ETF, which helps mitigate individual company risk while still capturing the upside potential
of the broader gold market.

Sprott Physical Uranium Trust (U. UT-CA)

The global uranium market is facing a significant supply-demand imbalance following years of
underinvestment in mining and production. A projected shortfall of 44 million pounds next year is
expected to grow into a cumulative deficit of 1.8 billion pounds over the next two decades. While utilities
are currently bridging the gap through existing stockpiles and increased spot market purchases, long-
term solutions will require ramped-up production from both existing and new mines, supported by
technological advancements and long-term contracting. Higher spot prices will be essential to incentivize
the capital investment needed, particularly in jurisdictions aligned with Western geopolitical interests.
On the supply side, the market is constrained by production cuts from major producers like Cameco and
Kazatomprom, as well as geopolitical tensions that have created a divide between Eastern and Western
supply chains. The United States exemplifies this vulnerability, consuming 47 million pounds of uranium
annually while producing less than 1 million pounds domestically highlighting the urgent need for secure
and diversified sources.

Meanwhile, global demand for nuclear energy is accelerating, driven by the need for clean, reliable,
and secure power. Countries across North America, Europe, and Asia are planning new reactors, and
the rise of Al-driven data centers has prompted major tech firms—including Amazon, Microsoft, Meta,
and Google—to invest in U.S. nuclear infrastructure. Utilities are increasingly active in the spot market,
signaling a tightening environment as they seek to lock in future fuel supplies.

The Sprott Physical Uranium Trust offers investors direct exposure to physical uranium through a liquid,
closed-end structure. Managed by Sprott Asset Management LP the Trust provides daily transparency
on net asset value and holdings. Its uranium (U308) is securely stored with trusted providers such
as Cameco in Canada, ConverDyn in the U.S., and Orano in France, making it a compelling vehicle to
participate in the long-term uranium investment thesis.
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