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For Indigenous trusts that must make annual distributions, the key investment question is not simply how to maximize returns, but
how to generate durable, risk-adjusted growth while preserving the trust's ability to support the community in all market conditions.

With over $23 billion in Indigenous related settlements since 2000, many First Nations have set up trusts to help maintain and build
wealth for the long-term. After finally receiving settlement funds, First Nations must then decide how, when and where to invest.

Other key considerations include balancing growth for future generations with safeguarding capital, and structuring income to
supplement and eventually replace government transfers. Growth is often the immediate instinctive goal. These trusts are often
built from significant settlement proceeds or other community wealth, and there is a strong desire to ensure the funds grow
meaningfully over time. However, for trusts that are required to make regular annual distributions, growth is only part of the story.

If a trust must support the community in all market conditions, thoughtful and prudent asset allocation is critical.

This does not mean avoiding growth entirely, nor does it mean investing so conservatively that the trust cannot keep pace with
inflation or future needs. The capital still needs to grow, but this also doesn’t mean shooting for the highest returns. Rather, it
means recognizing that when a trust must pay out money every year, excess volatility can hinder that goal.

For many First Nation trusts, annual distributions are not optional. They are part of the purpose of the trust itself. These payments
typically need to fund community priorities such as per capita distributions, housing, education, infrastructure, health initiatives,
elder support, cultural programming, loan repayments or economic development.

Where distributions from the trust are retained and reinvested outside of the trust, care must be exercised to maintain the
applicability of the First Nations' tax exemptions, under both section 87 of the Indian Act and paragraph 149(1)(c) of the Income Tax
Act. These tax exemptions will generally not apply to income earned off reserve, or that is earned from investments that are made
in the general economy.

These annual distributions have a major impact on how a portfolio is managed.

INDIGENOUS TRUSTS: SUPPORTING THE COMMUNITY IN ALL MARKET CONDITIONS | 1



CIBC GLOBAL ASSET MANAGEMENT

Minimizing the impact of negative market returns

If a portfolio has a bad year, as every portfolio is bound to have, the loss does not just remain on paper if the trust also has to make
its annual distribution. Distributing payments while a portfolio value is down means the trust may need to sell investments when
they are temporarily depressed simply to meet its obligations. Once that capital is withdrawn, it is no longer there to recover when
markets rebound.

This is one reason why down years feel more impactful in a trust structure with ongoing payouts. The loss is not just the market
value decline but also the effect of distributing cash during that decline. Over time, that can meaningfully reduce the trust's long-
term value. The ongoing need for distributions is a crucial consideration when building the portfolio.

Many investment strategies look strong when viewed without withdrawals and in shorter bull market cycles (i.e. 3 to 5 years). If no
money was ever taken out, a portfolio with more risky assets would generally be expected to produce stronger long-term growth.
That is the traditional case for a more aggressive approach, as risky assets tend to outperform safer assets over long periods. If an
investor can simply leave the money untouched, that higher growth potential can materialize through compounding.

But First Nation trusts are not untouched pools of capital. They are structures designed to serve real needs in real time, and once
regular distributions are introduced, the math changes.

We did an analysis of how a $1 million trust would have historically performed with an 80/20 stocks-bonds portfolio vs a 50/50
portfolio. Figure 1shows how these portfolios grew without distributions. Figure 2 shows how they performed after incorporating
a 5% annual distribution. Without distributions, from 2000-2025, a more equity-heavy portfolio split of 80% equities and 20%
fixed income outperformed a balanced 50/50 portfolio. The 80/20 portfolio averaged about 6.59% per year whereas the 50/50
portfolio averaged approximately 5.77%. This finding aligns with the concept that greater risk is compensated by higher returns
over time.

In Figure 2, when annual distributions were layered in, the outcome reversed. The 50/50 portfolio ended with a higher final value
and greater overall end portfolio value than the more aggressive 80/20 mix.

Figure 1: 50/50 vs 80/20 portfolios without distributions

$6,000,000.00 ~
$5,427,905.06
$5,000,000.00 H
$4,441,598.33
$4,000,000.00 -
$3,000,000.00 H
$2,000,000.00
$1,000,000.00 -
$_ T T T T T T T T T T T T T T T T T T T T T T T T T T 1
2883838858325 22L2522388838
2 S9oco05000509Y0
SRRRRRRRRRRNINSRRNINRRRSKRRRR
=

e==50/50 Portfolio  ===80/20 Portfolio

Source: CIBC Global Asset Management using the following third-party service providers’ data: Bloomberg As at May 14, 2026. 5050 Portfolio is 20% FTSE Canada Universe
Bond Index (CAD), 15% FTSE Canada Short Term Overall Bond Index (CAD), 5% Bloomberg Global Aggregate Bond Index (CAD), 16% S&P/TSX Composite Index, 22% S&P
500 Index (CAD), and 12% MSCI EAFE Index (CAD). 80/20 Portfolio is 13% FTSE Canada Universe Bond Index (CAD), 5% FTSE Canada Short Term Overall Bond Index (CAD),
2% Bloomberg Global Aggregate Bond Index (CAD), 23% S&P/TSX Composite Index, 35% S&P 500 Index (CAD), and 22% MSCI EAFE Index (CAD).
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Figure 2: 50/50 vs 80/20 portfolios with distributions
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Source: CIBC Global Asset Management using the following third-party service providers' data: Bloomberg As at May 14, 2026.

That result matters because it challenges a common assumption. More risk does not always lead to a better long-term outcome
when a trust is making material and regular payments. In fact, when distributions are part of the structure, too much risk can work
against the trust's purpose.

Examining the month-by-month numbers shows why the 50/50 portfolio held up better once annual distributions were made.
Over the period from January 2000 to April 2026, the 50/50 portfolio had 105 losing months, compared with 113 for the 80/20
portfolio. Its worst month was -6.69%, versus -9.82% for the 80/20 portfolio, and it had only 11 months with losses greater than
3%, compared with 34 months for the higher-equity portfolio. Also, the sequence of returns in this example further erodes the
80/20 portfolio, as the start of distributions coincides with the beginning of an equity bear market. This exemplifies how cashflows
in and out of a portfolio can cause actual returns to differ significantly from historical averages.

For First Nations trusts making regular distributions, this is important. When losses are more frequent and more severe, the trust may
have to draw cash at the wrong time, putting greater pressure on its long-term ability to support both current and future generations.

To achieve the goals of preserving wealth, paying out distributions and producing growth, we require an investment structure that
can withstand difficult periods without undermining the future.

A safer portfolio does not mean hiding from risk assets. It means building a portfolio that is resilient enough to support
distributions without being thrown off course by short-term volatility. It means holding enough stabilizing assets, such as fixed
income, to reduce the likelihood that the trust will have to sell growth assets at exactly the wrong time. It means accepting that
smoother returns may, in practice, create stronger long-term outcomes than more dramatic highs and lows.

In the below figure, we show the major downturns of 5% or more since 1980 in both the S&P 500 Composite Index and the FTSE
Canada Universe Bond Index. As we can see, equities typically see more and bigger downturns than fixed income. What this
means is that a higher allocation to fixed income can provide smoother returns and less drastic swings in price. A 50/50 long-term
asset allocation at the outset helps to weather the downturn while avoiding reactionary timing. The adage of “time in the market”
has proven time and again to outperform “timing the market".
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Figure 3: Historical drawdowns greater than 5%
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Source: CIBC Global Asset Management using the following third-party service providers' data: Bloomberg As at May 14, 2026.
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This is especially important because First Nation trusts are often intergenerational in nature to support future members of the
Nation and a stewardship obligation. The investments must be structured not just for growth, but for durability.

There is also an important governance dimension to consider. Communities may feel pressure to pursue higher returns, especially
when there are urgent and visible needs today, but chasing returns without accounting for the effect of higher risk coupled with
annual distributions can be detrimental.

Trustees and decision makers need to evaluate investment strategy in the context of how the trust actually serves the community's
goals. This takes the debate beyond returns, into the realm of suitability and purpose.

If the trust is expected to pay out 5% each year, preserve capital over the long term, and remain a dependable source of support
for the community, then the right structure is likely one that emphasizes safety and balance rather than a strictly growth-oriented
portfolio.

For First Nation trusts, the objective is not merely to grow wealth but rather to support people, priorities, and long-term self-
determination. That requires a disciplined approach to investing that balances both growth opportunity and risk. It requires an
understanding that annual distributions magnify the damage of bad years and accepting that, in this context, safety is not a
secondary concern. It is central to success.
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About CIBC Global Asset Management

CIBC Global Asset Management (CIBC GAM), the asset management subsidiary
of CIBC, is one of Canada'’s largest asset managers. Established in 1972, CIBC

GAM offers a broad range of investment solutions, including mutual funds, ETFs,
portfolio solutions, alternative investments, discretionary investment management
services for high-net-worth individuals, and institutional portfolio management.
With teams across Canada and the US, CIBC GAM serves retail, high-net-worth
and institutional clients in North America and institutional clients worldwide.

Contact us anytime

To learn how CIBC Global Asset Management can help you power meaningful investment outcomes,
please contact your CIBC representative. For more insights, connect with us on LinkedIn and YouTube.

Explore more at cibc.com/gam.

! CIBC Global Asset Management (previously known as TAL Global Asset Management Inc.) was founded in 1972 as a privately-owned investment manager. CIBC took an
ownership stake in 1994, eventually assuming 100% in 2001.

The views expressed in this material are the views of CIBC Global Asset Management, as of October 2026 unless otherwise indicated, and are subject to change at any time.
CIBC Global Asset Management does not undertake any obligation or responsibility to update such opinions.

This material is provided for general informational purposes only and does not constitute financial, investment, tax, legal or accounting advice, it should not be relied upon
inthat regard or be considered predictive of any future market performance, nor does it constitute an offer or solicitation to buy or sell any securities referred to. Individual
circumstances and current events are critical to sound investment planning; anyone wishing to act on this material should consult with their advisor.

Forward-looking statements include statements that are predictive in nature, that depend upon or refer to future events or conditions, or that include words such as
“expects”, “anticipates”, “intends”, “plans”, “believes”, “estimates”, or other similar wording. In addition, any statements that may be made concerning future performance,
strategies, or prospects and possible future actions taken by the fund, are also forward-looking statements. Forward-looking statements are not guarantees of future
performance. These statements involve known and unknown risks, uncertainties, and other factors that may cause the actual results and achievements of the fund to differ
materially from those expressed or implied by such statements. Such factors include, but are not limited to: general economic, market, and business conditions; fluctuations
in securities prices, interest rates, and foreign currency exchange rates; changes in government regulations; and catastrophic events. The above list of important factors

that may affect future results is not exhaustive. Before making any investment decisions, we encourage you to consider these and other factors carefully. CIBC Global Asset
Management does not undertake, and specifically disclaims, any obligation to update or revise any forward-looking statements, whether as a result of new information,
future developments, or otherwise prior to the release of the next management report of fund performance

U U "o

“Bloomberg®” is a service mark of Bloomberg Finance L.P.and its affiliates, including Bloomberg Index Services Limited (“BISL"), the administrator of the indices (collectively,
“Bloomberg") and have been licensed for use for certain purposes by CIBC Global Asset Management. Bloomberg is not affiliated with CIBC Global Asset Management, and
Bloomberg does not approve, endorse, review, or recommend any CIBC Global Asset Management products.

The material and/or its contents may not be reproduced without the express written consent of CIBC Global Asset Management. Past performance may not be repeated and
is not indicative of future results.

®/™The CIBC logo and “CIBC Global Asset Management" are trademarks of CIBC, used under license. CIBC Global Asset Management is a brand name under which CIBC Asset
Management Inc. operates.
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