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>> Prerna Gupta: Our 2025 outlook for fixed income is quite favourable. With S&P PE ratios in
the 92nd percentile, we think equity valuations are somewhat stretched, and while our base
case is a soft landing, the tail risks are elevated both on a recessionary and inflationary side,
making fixed income a very important allocation in a client's portfolio.

We think fixed income is an attractive investment, again, because not only does it serve as an
important diversifier and a downside protector, but also a potential for a strong forward-looking
return profile, given the elevated yield environment. Furthermore, active management, we
believe, is critical to capitalize on the opportunities that fixed income offers, given some of the
uncertainty in the current environment. Unlike equities, where less than half the managers can
often outperform passive peers, in fixed income, approximately two thirds of managers
outperform passive peers.

From a macro perspective, we also largely expect inflation to continue to move towards central
bank targets, both in the US and in most developed markets over the course of next year. We're
largely expecting approximately 75 to 100 basis points of rate cuts over the next 12 months.
And in this environment, we think fixed income will benefit from a strong starting yield profile and
have upside potential from capital appreciation due to rate cuts or spread tightening in certain
high quality sectors.

We are positioning the CIBC Diversified Income Strategy towards quality and liquidity, given
what we view as somewhat stretched valuations and more credit sensitive areas. We are
emphasizing more high quality sectors. One example of this is agency mortgage-backed
securities. These are securities that have explicit or implicit guarantees from the US
government, thus carrying little to no credit risk. They also are exceptionally liquid, the second
most liquid asset class after US Treasury. And they're trading at valuations that we really
haven't seen since the global financial crisis.



In addition, we like opportunities in senior securitized credit. In this sector, we are investing in
pools of loans and the underlying in those pools of loans are residential loans as in the case of
non agency mortgages or asset backed opportunities in many of our ABS positions. What we're
emphasizing here is senior positions within these securitizations where we have subordination,
either equity or mezzanine debt subordination below us. And our investment in the more senior
parts of these securitizations can have a more resilient cash flow profile.

Furthermore, we remain selective around emerging markets and are looking to capitalize on
some of the real yield curve differentials that exist between EM and DM countries. Within
corporate credit, we have a more modest overall exposure given the tighter spreads we've been
seeing, but we prefer investment grade over high yield at these valuations. Of course, in any
fixed income portfolio, duration is very critical. We remain tactical around our overall duration
positioning and have just north of four years of duration in the strategy at the moment. We are
being mindful and incorporating a global opportunity set in our duration positioning, as well as
remaining dynamic around yield curve positioning. Going forward, we are very excited about the
CIBC Diversified Income Strategy, given its ability to be flexible, the diversification that it
employed with its global opportunity set, and its ability to remain nimble in a changing market
environment.
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[The information contained in this material are the views of PIMCO and compiled by CIBC Asset
Management Inc., as of January 7th, 2025 and are subject to change at any time. CIBC Asset
Management Inc. 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 in that 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. Commissions, trailing commissions, management fees and expenses all may
be associated with mutual fund investments. Please read the simplified prospectus before
investing. To obtain a copy of the simplified prospectus, call 1-888-888-FUND (3863).
Alternatively, you may obtain a copy from your advisor. Any information or discussion about the
current characteristics of this mutual fund or how the portfolio manager is managing the mutual
fund that is supplementary to information in the prospectus is not a discussion about material
investment objectives or strategies, but solely a discussion of the current characteristics or
manner of fulfilling the investment objectives and strategies, and is subject to change without
notice. Mutual fund securities are not covered by the Canada Deposit Insurance Corporation or
by any other government deposit insurer, nor are they guaranteed. 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 Asset Management Inc. 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. The material and/or its contents may not be
reproduced without the express written consent of CIBC Asset Management Inc. Past
performance may not be repeated and is not indicative of future results. CIBC Asset
Management and the CIBC logo are trademarks of Canadian Imperial Bank of Commerce
(CIBC), used under license. Renaissance Investments are offered by CIBC Asset Management
Inc. ®Renaissance Investments is a registered trademark of CIBC Asset Management Inc.

Past performance is not a guarantee or a reliable indicator of future results. A word about
Risk: All investments contain risk and may lose value. Investing in the bond market is subject
to risks, including market, interest rate, issuer, credit, inflation risk, and liquidity risk. The value
of most bonds and bond strategies are impacted by changes in interest rates. Bonds and bond
strategies with longer durations tend to be more sensitive and volatile than those with shorter
durations; bond prices generally fall as interest rates rise, and low interest rate environments
increase this risk. Reductions in bond counterparty capacity may contribute to decreased
market liquidity and increased price volatility. Bond investments may be worth more or less than
the original cost when redeemed. Investing in foreign denominated and/or domiciled
securities may involve heightened risk due to currency fluctuations, and economic and political
risks, which may be enhanced in emerging markets. Mortgage- and asset-backed securities
may be sensitive to changes in interest rates, subject to early repayment risk, and while
generally supported by a government, government-agency or private guarantor, there is no
assurance that the guarantor will meet its obligations. Equities may decline in value due to both
real and perceived general market, economic and industry conditions. Investing in distressed
companies (both debt and equity) is speculative and may be subject to greater levels of credit,
issuer and liquidity risks, and the repayment of default obligations contains significant
uncertainties; such companies may be engaged in restructurings or bankruptcy proceedings.
Statements concerning financial market trends or portfolio strategies are based on current
market conditions, which will fluctuate. There is no guarantee that these investment strategies
will work under all market conditions, and each investor should evaluate their ability to invest for
the long-term, especially during periods of downturn in the market. Outlook and strategies are
subject to change without notice.

PIMCO as a general matter provides services to qualified institutions, financial intermediaries
and institutional investors. Individual investors should contact their own financial professional to
determine the most appropriate investment options for their financial situation. This material
contains the current opinions of the manager and such opinions are subject to change without
notice. This material has been distributed for informational purposes only and should not be
considered as investment advice or a recommendation of any particular security, strategy or



investment product. Information contained herein has been obtained from sources believed to
be reliable, but not guaranteed. No part of this material may be reproduced in any form, or
referred to in any other publication, without express written permission. PIMCO is a trademark
of Allianz Asset Management of America LLC in the United States and throughout the world.

©2025, PIMCO. The products and services provided by PIMCO Canada Corp. may only be
available in certain provinces or territories of Canada and only through dealers authorized for
that purpose. PIMCO Canada will retain PIMCO LLC as a subadvisor.

PIMCO Canada will remain responsible for any loss that arises out of the failure of its sub-
advisor.
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