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DISCLAIMER: This is an internal report intended only for clients of Qube Investment Management Inc.
The ideas presented within it form part of an overall portfolio management position and are not to be acted
upon without coordination from your advisor.

The content of this report is for general information purposes only and not intended to provide specific personalized
advice, including, without limitation, investment, financial, accounting or tax advice. Please contact Qube Investment
Management Inc. to discuss your particular circumstances.

Commissions, management fees and expenses may be associated with investment accounts. Please read the simplified
prospectus (if applicable), or investment management agreement before investing. Many investments are not
guaranteed and are not covered by the Canada Deposit Insurance Corporation or by any other government issuer. There
can be no assurances that an investment will be able to maintain its net asset value or that the full amount of the
investment will be returned to you. Values change frequently and past performance may not be repeated.

Qube Investment Management Inc. is a registered portfolio management firm in the Provinces of Alberta and British
Columbia and was registered as a portfolio management firm on June 25, 2012. Any return period cited before this date
was prior to QIM being

registered as a portfoliomanagement firm. Inceptionwas Jan 1, 2011 and all returns are for amodeled portfolio initiated
at $500,000. Your actual returns may vary according to your individual portfolio. The modeled returns are calculated
inclusive of dividends, adjusted to the Canadian currency, and are determined via the IRR (Internal Rate of Return)
method. The gain/loss shown are simple (non-compounded) returns for periods up to one year. If the time since
inception date ismore than one year, then the return shown is an annualized return. For comparison purposes, the Kaleo
model(s) are reported as gross returns before investment management fees. Individual investor level returns will differ
as the fees agreed to in your Investment Management Agreement (IMA) are subtracted from the gross return.

At any one point in time, the composition of the Kaleo model may change. Currently, the focus for our models (Kaleo
A, B and Full) is to invest in a globally diversified portfolio of liquid stocks with a minimummarket capitalization of $1
billion. Our diversification strategy is to have similar industryweightings between our Kaleomodels A, B and Full, which
in turn will have similar weightings to the S&P 500. Our investment mandate is to not have any one industry sector or
sub-group exceed 2.0 times the percentage weighting assigned to that group by the S&P 500 index unless the sector or
sub-group composes less than 5% of the total index. Please refer to your Investment Policy Statement (IPS) for more
details.

Index comparisons are based on the total return index provided by Standard & Poor’s for both the S&P/TSX and the S&P
500. All index returnsare inclusiveofdividends, adjusted to theCanadiancurrency, and, similar to themodeledportfolio,
determined via the IRR method. Please note that, as total return indices are not actual portfolios, these returns do not
include the cost of management and/or trading fees.

Past performance is not indicative of future results and there is no assurance that our model portfolio will achieve its
objectives or avoid significant losses
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Thisnewsletter is coming toyoua little later thanplanned. I apologize for thedelay.Unfortunately,
our cover article has lost some of it's clout in the last couple ofweeks, but it's still a veryworthwhile
read. I hope you'll find it insightful. On amore positive note, the timing of our publication provides
me with an opportunity to address February's market drama.

2014, 2015 and 2016 were marked by major macroeconomic events that shook global markets:
falling oil prices, the Chinese stock market crash and BREXIT. Remarkably, 2017 lacked any such
“majormacro events.” This relative calm allowed our portfolios to benefit from burgeoning global
economic conditions,with our respective holdings in the technology and industrial sectors leading
the pack. Back in October the International Monetary Fund stated that “The [global] outlook is
strengthening, with a notable pickup in investment, trade, and industrial production, together
with rising confidence.” This positive outlook has continued to hold. All other things being equal,
such global trends should continue to support our portfolio positions.

Last week's correction cannot be overlooked, but it should not be viewed as a sign of impending
market doom. We know from history that a bear market, which is defined by a 20% fall from the
recent peak, coincides with recessions, but as outlined above, the global economy looks strong. A
short-term, 10%+ correction is a normal occurrence, happening historically once every 9 months
on average (the last one was in early 2016). Though corrections will hurt in the short-term, they
are a necessary and natural component of healthy markets. When prices dip, cooler heads will
prevail - benefiting from stronger returns overtime.

Thank you for your continued trust in us,

Noah Clarke, MA Economics
Operations Manager
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Kaleo Qatalyst
Note: All returns are reported as net of trading costs, but do not account for management expense fess. Returns for periods of a
year or more are provided as annualized returns. Returns above are for the period ending December 30, 2017.

Kaleo & Qatalyst Portfolios: Past Performace

Qatalyst consists of a portfolio of stockswebelieve to represent the best opportunity for positive returns
within a 3-5 year investment horizon, regardless of short-term volatility. Companies are selected using
an investment thesis that primarily includes the realization of a catalyst.

Qatalyst is a concentrated portfolio, oftentimes consisting of between 10 and 20 stocks. While we aim
to offer diversification amongst various market and geographic sectors, it is not assured.

Due to the less conservativenatureof theportfolio, clients are encouraged toalsoholdamixtureof fixed
income investments, as well as our more diversified and less concentrated Kaleo model in order to
moderate and match investor specific tolerance for risk.

The S&P 500 (currency adjusted) is applied as our benchmark for Qatalyst due to the higher relative
concentration of US companies held in this model.

Qatalyst

Kaleo A

Kaleo B

Kaleo Full

Kaleo Benchmark

Qatalyst

Qatalyst Benchmark

2017 Inception2016 5-Year3-Year
5.7%13.9% 10.4% 13.8%16.2%

6.2%17.4% 13.1% 14.1%17.9%

6.0%17.3% 12.4% 14.7%18.5%

6.5%17.8% -- 12.0%--

15.4%11.0% 10.5% 11.6%14.9%

8.6%13.8% -- 11.2%--

Kaleo consists of a portfolio of stocks that are selected using an investment approach that applies
company-specific fundamental analysis, and strategic macroeconomic positoning. The model invests
in a mix of Canadian and Global equities, with geographic weighting subject to change intermittently.

Our Kaleo Full model is composed of 43 stocks + 2 index ETFs. For clients with invested funds in the
$250K to $1M range, we offer two subsets of this model (Kaleo A & Kaleo B) in order to reduce
brokerage fees.

Returns since inception for each of our Kaleo models are similar by design.

We currently aim to hold a stock for three to five years years in our Kaleo models. This means that we
have an average portfolio turnover of 25%.

We purposefully chose our benchmark to more accurately represent the broad geographic divers-
ification of our holdings in Kaleo. The Kaleo Benchmark reported in the table above is calculated as
50% of the S&P 500 (in CAD$) and 50% of the S&P TSX.

Kaleo
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Fidelity NorthStar

iA Dividend Growth

Dynamic Global Dividend

BlackRock Int'l Equity

Equity Portfolio

Bond Portfolio

2017Allocation 2016 5-Year3-Year 10-Year

2.7%10% -3.3% 14.6%6.9% 5.5%

6.4%20% 17.3% 8.1%5.9% 4.8%

20.4%30% -1.2% 14.9%12.9% 6.0%

13.5%30% -5.2% 9.8%7.6% 1.9%

11.2% -0.4% 12.4%9.3% 5.2%

0.9% 0.2% 1.0%0.8% 2.8%

Note: All returns for periods of a year or more are reported as annualized returns. Returns listed above are for the period ending
December 30, 2017.

iA FundModel: Past Performace

Qube Investment Management has over 15 years experience in managing both Individual
and Group Savings fund models.

In our search for a carrier that met our high expecations, we decided upon Industrial
Alliance Financial Group, which leads the pack in providing accessible, user-friendly and
cost-efficient investment and retirement tools to their plan members. Through iA,
individual investors recieve access to best in class 3rdparty funds and institutional portfolio
managers that are typically unavailable to retail investors.

In addition to our in-house Kaleo portfolio, we also manage a segregated fund model at
Industrial Alliance (iA). Unlike our Kaleo model where we have sole discretion when it
comes to the selection of equity holdings, our model at iA invests in fundmanagers that are
contracted by iA. That is to say that while we can choose which funds make up a client’s
portfolio, we have no say in each fund's specific holdings at any given time.

Our 'Protected Interests' model was launched at the beginning of 2005. The model has
consistently added value for shareholders: A fact which we attribute to the well diversified
set of fund assets that we choose to hold, as well as the active style of investment
management that we provide.

With the range of investment options made available to us by Industrial Alliance, our team
has created a globally diversified portfolio to help withstand the inherent volatility in the
stock market. The table above reports the funds we currently hold as well as the past
performance of our fund model.

Protected
Interests Model

BlackRock US Equity 10.1%10% 4.5% 17.2%10.6% 7.5%
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In his first annual Letter to Shareholders, back in
1997, Jeff Bezos (Founder & CEO of Amazon)
remarked that Amazon was living in Day 1. At every
opportunity after that, Jeff has been reminding
shareholders and employees that it remains Day 1
(thebuilding Jeffworks in isnamed“Day1”), as a sort
of mantra that the company will never stop
experimenting, and accepting failures, on their
journey towards obsessive customer focus. Despite
the constant reminders that Amazon remains in Day
1, it wasn’t until 19 years later, in his 2016 Letter to
Shareholders, that Jeff explained what subsequent
days would look like: “Day 2 is stasis. Followed by
irrelevance. Followed by excruciating, painful
decline. Followed by death. And that is why it is
always Day 1 (at Amazon).”

Several weeks ago, we sold Costco amidst a tough
and challenging retail market, due in no small part
from Amazon’s relentless push for market share. As
consumers, we’ve benefited from the prevalence of e-
commerce and Amazon through lower prices and
expanded variety. These very same factors have
shrunkmargins and customer traffic for almost every
other brick &mortar retailer in existence throughout
North America. On Amazon’s journey towards bec-
oming the4th largest, publicly traded company in the
world, they have left, in their wake, a field of
corporate corpses and walking zombies: Circuit City,
Borders, Tower Records, Sears, JCPenney, Macy’s,
Staples, H. H. Gregg, GameStop… and the list goes
on.

To be clear, Costco isn’t anywhere close to critical
condition. From both stock price and fundamental
performance, business has never been better.
Revenues, earnings, membership count, same-store
sales, and price-per-share, have all been climbing
throughout Amazon’s onslaught on the retail space.
Part of the reason for Costco’s resilience is in their
exceptional management of both price and quality.
Another part of the reason is their natural moat from
selling expensive-to-ship items such as groceries and
detergent; unfortunately, due to recent events, we
see this area as a potential breach point for Amazon.
In August 2017, Amazon closed a deal to purchase

Whole Foods Market. With one move, Amazon
acquired more than 450 stores across the United
States, granting them instant access to a previously
untapped market. Combined with Amazon’s
cutthroat pricing, we expect Costco, who has mostly
been isolated from Amazon’s reach, will eventually
feel their presence. To combat the threat from e-
commerce, most retailers have invested heavily into
the rollout of their e-commerce offerings, and
investing in ways to make it more convenient for
people to shop in-store (ex: self-serve checkouts).
Costco remains the rare exception where their e-
commerce website is both antiquated and
inconvenient,while the in-store shopping experience
has remained as annoying as in decades’ past (those
checkout lines are long, and are made longer by the
person checking the receipt!).

In an earnings call from 2016, Richard Galanti,
Costco’s current CFO, addressed the above issues by
saying the following, “We’ve never been big on
convenience. Our success has been based on price
andvalue, quality andquantity, at the lowest possible
price. We do appreciate that value also is
convenience. We’re going to greatly improve what
we do. But it doesn’t mean we’re going to get
something to you in two hours.” Amidst all this
change and disruption to the retail world,wewonder
whether this responsewill be sufficient. Interestingly
enough, Amazon has been expanding their Prime
Now service where specific products can get
delivered to the customer within 2 hours at exclusive
locations including Chicago, Miami, Atlanta,
London, Paris, and Tokyo, among other cities.

Also, consider this: according to a survey from
Morgan Stanley, 45%of Costcomembers also had an
Amazon Prime membership. This membership
adoption rate was up from 14% five years ago. If
Amazon canmatch the price of Costco (and low price
has always been Amazon’s modus operandi), while
giving consumers greater convenience through
Amazon Go (no more lines, no more checkouts!),
then there is a real risk that this 45% will not renew
their Costco membership.

GOLD: USELESS METAL OR FINANCIAL INSURANCE?Living In Day One
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In a decision separate from our sale of Costco, we are
currently considering a purchase of Walmart. This
may seem like a contradictory decision as, having
shortly soldCostco,we are immediately circling back
into another retailer; however, we believe there are
reasons to expect that Walmart could outperform
Costco, and be one of the players to dictate the future
of retail.

Over the past 2 years, there has been significant
changes made at Walmart. Under the leadership of
Doug McMillon (CEO of Walmart), Walmart has
spent almost $4 billion in publicly announced
acquisitions, with the largest and most significant
being Jet.com. With this acquisition, Walmart
acquired e-commerce know-how, as well as a brand
that better resonates with the younger and more
affluent demographic. Most significantly, they
acquired the expertise of Marc Lore, the co-founder
of Jet.com (and Quidsi before that), who is now
president and CEO of Walmart eCommerce US. In
this new position, Marc has been given substantial
power to growWalmart’s e-commerce presence, and
connected to this, bringing digital transformation to
the stores.Many of the new initiativeswe see coming
from Walmart can be credited, at least in part, to
Marc Lore.

One exciting change at Walmart is their roll-out of
Walmart Scan & Go. Scan & Go works by having
customers scan items through their mobile app as
they add them to their cart. Once shopping is compl-
eted, they can check-out and pay through that same
app. Through Scan & Go, customers can skip the
checkout lines and need only show their receipt to
the greeter upon exit. This new application is an ex-
ample of Walmart combining technology with their
physical stores to create a more seamless shopping
experience.

Another example ofWalmart changing for the better
is their introduction of Club Pickup at Sam’s Club.
Through Club Pickup, customers can order, pay
online, andpickup their goods inpersonat their local
Sam’s Club. Employees will fill the basket with your
requested goods, and for pickup, the customer could
eitherwalk to the appropriate kiosk area or pull up at
a drive-thru. Customers save time by not needing to
walk along the aisles or wait in line to pay and exit.

Thismethod of shopping could be amore convenient
option for customers, such as restaurants, who
cannot wait for their order to be delivered in 2 days,
or for customers whomay be passing through a local
Sam’s Club on their way to a destination.

Through these and other initiatives, it is our opinion
that Walmart could eventually provide a one-of-a-
kind shopping experience, different from Costco
(who have decided to not invest into convenience),
and Amazon (who lack Walmart’s significant real
estate assets).

The pace of change atWalmart has been astonishing.
Having compared Walmart’s ingenuity to Costco’s
apathy, we are reminded of what Jeff Bezos said on
the subject of corporate stasis in his 2016 Letter to
Shareholders. We fear that Costco may be living in
Day 2, while our expectation is for Walmart to
continue on in Day 1.

Authored by Patrick Choi
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DidWeMiss Something?

Early in 2017 IC Potash Corp (ICP) aimed to become
the largest global producer of Sulphate of Potash
(SOP), having sunk $1-billion into their newest SOP
mine. The feasibility of their objective to become top
dog may have been tenuous, but since market
demand exceeded supply, the potential upside was
enticing. The annual global production of SOP,
which is used primarily as a fertilizer in the prod-
uction of sensitive crops, was five million tonnes in
2015;market participants expecteddemand to reach
tenmillion tonnes. Investors tooknote, and the share
price of ICP increased by 54% in 2016. Fast forward
to November of 2017: ICP changed their name to
Belgravia Capital International and announced that
they would now be "focused on developing various
opportunities in the organic fertilizer space and the
development of Blockchain technology for the
Cannabis industry." In the following two months,
their share price rose 1400%. This sudden apprec-
iation seemed reminiscent of the dot-com era when
companies that added “.com,” “.net,” or “Internet” to
their names sawanaverage return of 74%within five
days of the name change. The difference is that in
2017, the magic words seemed to be cannabis and
blockchain. This case is, of course, anecdotal. On its
own it providesdubious support to theargument that
cryptocurrencies and cannabis stocks were pushed

higher by speculative bubbles in 2017, justwaiting to
pop. It does, however, beg the question: have the
prices for cryptocurrencies and cannabis stocks
overshot rational expectations? Though a definitive
answermay not be forthcoming, this article provides
further context, focusing specifically on Bitcoin
(which had first-mover advantage) and publically
traded Canadian cannabis companies.

Bitcoin: Decoding its Value

Perhaps it’s blasphemous to make the following
suggestion, but as a starting point, it's useful to
separate the "crypto" and currency components of
Bitcoin. Both fiat currency (the $CAD you have in
your wallet or stored at the bank) and Bitcoin have
value for the simple reason that we believe they are
exchangeable for real goods. Neither have intrinsic
worth.

Ideally, thedefiningdifferencebetween fiat currency
and Bitcoin is that the former has a “central govern-
ment” backing its value; however, with Bitcoin
markets being what they are today, it's a stretch to
classify it as a medium of exchange. According to
BitInfoCharts, the cost of making transactions with
Bitcoin has risen to as high as $40 per, which is steep
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should you be looking to buy a latte. Moreover, in
contrast to the milliseconds it will take to process
credit or debit card payments, the transaction time
forBitcoin often exceeds 24hours. Actually spending
Bitcoin is slow and expensive.

Given these issues, Bitcoin exhibits closer parallels to
traditional 'stores of wealth' such as gold. A compar-
ison that is often reinforced, for better or worse, by
the "mining" processwhich characterizes Bitcoin and
a subset of other cryptocurrencies. This process will
also provide an approximation of the true value of
this asset.

Economic theory suggests that a good's price should
be equal to the cost of producing one more unit of
that good. Granted, the idea of perfect markets is
more of an abstract concept than a reality; all
markets are imperfect to some degree. However,
long-term price movements for gold and other
commodities tend to support this idealistic concept.
For instance, the average spot price for gold decr-
eased by 20% between 2011 and 2016, while the
industry's marginal cost of production decreased by
17%. During the same period, the relationship
between production costs and the spot price for gold
was significant, exhibiting a correlation of 94%.

As a homogenous product that currently has limited
practical use aside from being a store of value, the
price of Bitcoin should have a similar link to its
production costs. Any higher price level is then the
result of speculation in the future direction of the
price.

Invented by Satoshi Nakamoto (a pseudonym) in
2009, Bitcoin is based on a decentralized network of
shared public ledgers that record all confirmed
transactions (the blockchain). Anyonewith the open
source software can add a line (record of payment)
to thepublic ledger. Say,Alice sendsBob twoBitcoin.
Now, in a utopianworld thiswould be fine, but in the
real world, the ability to add records to the ledger
could lead Alice to spend the same 2 Bitcoin as many
times as shewanted. People just can't be trusted. The
underlying technology of Bitcoin was developed to
manage this lack of trust, using cryptography to
enforce the integrity and the chronological order of
the public ledger. It is this technology which leads us

to the production cost of Bitcoin.

Every block of transactions (around 2000 per block)
must be verified by "miners" before being added to
the blockchain. Miner's do this by solving a complex
mathematical puzzle that is part of the Bitcoin
program. To do so, a miner must find a number
(referred to as a hash) that, when combinedwith the
data of an individual block and passed through a
cryptographic function called a hash function,
produces a number within a specified range. It's not
an easy task. Miners must guess inputs at random
since the properties of the hash function make it
impossible to predict what the answer will be. As of
January 15th, an estimated 17,608,758 trillion
possible combinations were guessed every second,
with each puzzle taking an average of tenminutes to
solve. The first miner to accomplish this task
announces their victory to the rest of the network, at
which point all other competingminers immediately
stopwork on that block and begin trying to figure out
the next block's hash. As a reward for their work, the
victorious miner gets some new bitcoin.

Given the complexity of the problem, it's clear that
solving the hash for a block requires a tremendous
amount of computing power, which in turn consu-
mes an incredible amount of electricity. According to
a report published by the International Energy
Agency, as of January 15th, the amount of electricity
consumed by Bitcoin mining operations is estimated
to have nearly surpassed the annual consumption of
Singapore at 41.79 TWh per year. It's a shocking
statistic, and it's the basis for approximating the
value of Bitcoin.

Knowing the energy that goes into mining, an
estimate for the amortized cost of specialized ASIC
mining computers (standard price varies between
$1500-$3000), a lower threshold for electricity rates
($.05/KWh) and the amount of Bitcoin mined per
year (657,000), it's relatively straightforward to
calculate the current average cost of bitcoin prod-
uction. Based on this logic, the true value of Bitcoin
as of January 15th would be between $3600 and
$4100. Considerably less than the lower bound for
Bitcoin's price in the preceding three months.

Because the amount of Bitcoin in theworld is capped

Cont'd
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at21million (dictatedby theunderlyingalgorithmof
Bitcoin) and the difficulty of mining is designed to
increase, it is likely that the cost of producing each
new bitcoin will continue to rise. In this case, buying
now, in anticipation of a steep rise in costs, could
generate a profit. However, questions have been
raised about the sustainability of Bitcoin, and
whether it will retain its market share. It had first
mover advantage, but there are nowmore than 1300
competing cryptocurrencies in circulation, many of
which were designed to make themmore useful as a
medium of exchange. Since Bitcoin is currently used
almost unanimously as a store of wealth, demand
could quickly turnwith public opinion, inwhich case
supply-side dynamics would not defend it from a
tumble to $0.

Canadian Cannabis Stocks: Too High?

In 1968, the social psychologists Stanley Milgram,
Leonard Bickman and Lawrence Berkowitz illust-
rated the idea of "social proof", which is the tendency
to assume that if lots of people are doing something
or believe something, there must be a good reason
why. Their experiment involvedputting somepeople
on a street corner and having them look skyward for
an extended period, tracking how many passersby
followed suit. Their observations showed that the
crowd would become more influential as it grew in
size. In essence, each additional person provided
further proof that something bigwas happening, and
as individuals, we are inclined to infer it is best to
follow along. Often this is a prudent course of action.
If a floodof people comes runningdown the stairs, I'll
be sure to follow. The catch is that if toomany people
adopt the "social proof", the underlying rationale can
becomeobfuscated, adoption can stopbeing sensible
and the group as a whole stops being smart. This
phenomenon likely played a part in the last year's
meteoric rise of Canadian cannabis stocks.

In 2013, the Canadian government implemented
"The Marihuana for Medical Purposes Regulations,"
which created a commercially licensed industry for
the production and distribution of medicinal
marijuana. Shortly after that, three of today's most
prominent Canadian cannabis companies went
public (CronosGroup Inc., AuroraCannabis Inc., and
Canopy Growth Corp). These stocks would all perf-

orm poorly up until Q3-2016. In November of 2016,
five states including California voted on recreational
marijuana legalization; in the same month, the
Canadian Government released a report outlining
their template for the legalization of recreational use
in Canada. Marijuana stocks spiked and then
stabilized. Then in April of 2017, the Feds proposed
the Cannabis Act, which would legalize the posses-
sion, use, cultivation, and purchase of limited
amounts of cannabis by adults over the age of
majority starting in July of 2018. The Canadian
Marijuana Index promptly fell, remaining below its
April highs for the next 7-months. The enactment to
enact legalization just wasn't the catalyst that
investorswere expecting. It wasn't until October that
the Canadian Marijuana Index really started to take
off, quadrupling by the end of the year.

By the end of 2017, there were more than 80
cannabis companies listed on Canadian exchanges,
with a combinedmarket capitalization that exceeded
$20 billion. Two of the top participants in this
industry - CanopyGrowth Corp. (WEED) andAurora
Cannabis Inc. (ACB) - both continue to hold market
valuations which surpass Air Canada (the world's
eighth-largest passenger airline) and Blackberry. It's
an impressive feat given that Canopy and Aurora
combined posted less than $60 million in revenue
last year,whileAirCanadabooked roughly400 times
that amount over the same period. Now, to be fair,
sales for WEED and ACB will substantially increase
once recreational use becomes legal this July. As
such, growth was justifiable. The issue is that
investors lost track of how lofty their implicit
expectations had become.

For companies with negative earnings and no
dividends (a unifying characteristic of Canadian
cannabis companies), most fundamental valuation
techniques don't work. We can, however, use their
price-to-sales ratio to evaluate share price. As with
most price ratios, all things being equal, lower
relative levels can indicate unrecognized value
potential, while higher relative levels might be a
warning sign. The current average for both the S&P
500 and S&P TSX is around 2, though high-growth
tech companies such as Amazon, Apple and Tesla
exhibit ratios closer to 4. In comparison, before
taking a beating on January 20th, market valuations

Cont'd
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for ACB and WEED implied that investors were
willing to pay $168 and $93 respectively for each $1
of booked revenue, given the assumption that future
sales justified such a premium.

Most studies have suggested that the introduction of
recreational use in Canada later this year will boost
total annual revenue for the sector by $5-7 billion by
2021. Our estimates, which are based on an extrap-
olation of consumption levels in Washington,
Oregon and Colorado, fall within the upper-middle
bound of this range.

In the case that total revenue from cannabis sold in
Canada reaches $6.25 billion, the domestic industry
as a whole would, based on its current market
capitalization, have a price-to-sales ratio above that
of Amazon and Tesla. In my opinion, it might be a
stretch to assume that cannabis will be as transf-
ormative as the offerings of these two innovators.
Moreover, cannabis producerswill nothave the same
flexibility when it comes to pricing since the amount
they can charge to consumers is mandated to stay
below black-market rates, and barriers to entry in
their industry are less significant. Some as of yet
unrealized variables must be added to the market
equation to make it sustainable. Two possibilities
come to mind.

First, international demand for Canadian cannabis
will need to increase markedly. This prospect
represents themost favorable outcome for investors;
however, it's not a foregone conclusion that the pace
of change elsewhere in the world will keep up with
Canada. Even in the U.S., the largest legal weed
market, only a few states allow sales, and there’s
been increasing push-back against legalization at the
federal level. At present, Uruguay is the only other
country that has recently moved to allow recr-
eational marijuana use and production, and it plans
to be a net exporter. Unlike maple syrup, marijuana
can be cultivated anywhere in the world.

In the case that international expansion is insuff-
icient, thenmarket consolidation is inevitable. In this
case, therewill be a “shakeout”,with someproducers
merged out of existence and others left to perish
along with their investors' capital. A subsequent
increase inmarket share for larger companies suchas

Aurora Cannabis Inc. and Canopy Growth Corp.
could support their current share price premium, but
today's leaders are not guaranteed to be tomorrow's
winners. Some are better bets than others, but all
cannabis companies still face significant risks.

Ultimately, there's limited - if any - upside left
following last year's incredible rally. Although the
market isn't necessarily in a bubble, expectations
have become stretched, and future growth will be
volatile as we approach the July deadline in Canada.
In the short run, there are far too many unknowns
about each province's rollout plan, and cannabis
stockshavebeenhighly susceptible tonegativenews.
In the long-run, the industry's fundamentals could
improve, but we'll pass in the interim, earning
dividends on less speculative holdings as we wait.

Authored by Noah Clarke & Amir Zahreddine
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2017 Dogs and Darlings

Deere & Co: Kaleo A (54.8%), Kaleo Full (54.8%)
In FY 2017, sales and earnings increased 12% and 39% respectively.
John Deere's performance was helped by better cost controls and
stronger economic growth, which increased demand for their farm
and construction equipment. We expect FY 2018 to be more of the
same as global, economic growth continues to accelerate.

BlackBerry: Kaleo A (51.9%)
BlackBerry's turnaround is clearly progressing. Quarter after quarter, software and services revenues cont-
inue to increase, and underlying profitability continues to improve. We expect continued improvements in
BlackBerry's fundamentals for 2018 on the back of recently announced partnerships such as Ford and Tata
Motors (parent company for Jaguar & Land Rover brands).

Visa: Kaleo A (47.5%)
Visa continues to outperform on the back of greater adoption and E-commerce growth. Transaction count
on the Visa network increased 10% from the year prior, and full-year sales and earnings increased 22% and
21% respectively. Secular trends, such as the move from cash to plastic, are multi-decade transformations.
We expect Visa to capture a large part of this growth in the coming years.

PayPal: Kaleo B (62.6%), Kaleo Full (86.5%)
Similar to Visa, PayPal has outperformed on the back of continued E-commerce growth. At the end of fiscal
year 2017, PayPal recorded 227million active customer accounts (up 15% from the prior year), and full-year
revenue and earnings growth of 21% and 28% respectively. Despite being in existence since the late 90's, E-
commerce is still in its infancy. According to Internet Retailer, which uses data from the US Commerce
Department,E-commerce currently accounts foronly12%of total retail. As commerce continues to shift from
brick &mortar to online, we expect PayPal will grow to represent a larger portion of theworld's transactions.

Altaba: Kaleo B (50.9%), Kaleo Full (80.6%)
Altaba came from our original holding of Yahoo after they sold their operating business to Verizon. After
the sale, Yahoo renamed themselves to reflect that their primary asset are their holdings in Alibaba (Altaba:
ALTernative AlibABA). In addition to Alibaba, which is currently worth $70B, Altaba has holdings in Yahoo
Japan, as well as cash and marketable securities worth $9B and $8B respectively. Altaba's liquidation value
is approximately $99 per share. There is a 27%discountwhen compared to its current price per share of $72.
We believe there is further value to be had as the discount narrows from lower taxes.

Microsoft: Kaleo B (37.5%)
Microsoft has continued to outperform ever since Satya Nadella succeeded Steve Ballmer in 2014 as CEO.
In the latest quarter ended Dec 31, 2017, revenue and adjusted net income increased, year-over-year, 12%
and 20% respectively. More impressively, Azure (Microsoft's cloud solution) grew 98%, which marks the
10th consecutive quarter of 90%+ revenue growth. We believe Microsoft can continue to outperform the
market, by building upon their momentum in Azure, Office, Windows, Xbox and Surface.
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2017 Dogs and Darlings

Enbridge: Kaleo A (-5.3%), Kaleo Full (-5.4%)

For the past 2 years, we have been contemplating divesting of all
holdings directly related to Oil & Gas. Our perspective is that over
the coming decades, a barrel of oil will be worth much less than
what it is now due to the growth in alternative sources of energy.
At the end of 2016, we started this process by selling both Exxon
Mobil and Tesoro (now called Andeavor), but continued to hold
Enbridge due to its Canadian exposure. It wasn't until late 2017
that we had the opportunity to sell Enbridge and replace it with
Saputo, another Canadian holding.

General Electric: Kaleo A (-12.1%), Kaleo B (-34.7%), Kaleo Full (-42.8%)
General Electric was our worst performing stock in our portfolios. For 2017, investors were once again
reminded of Jeff Immelt's (GE's previousCEO) poor track record as an allocator of capital. After subsequently
purchasing Alstom's power and grid business for $17B at the end of 2015, and then acquiring majority
ownership of Baker Hughes in 2017, GE stated that their poor results during
2017 were due to weaknesses in both their Power and Oil & Gas segments.

If the above was not damning enough, the Wall Street Journal reported on October 2017 that Jeff Immelt
hada spare jet followinghimaroundon trips in casehis primaryplanebrokedown.Everything that happened
to GE in 2017 just seemed to reinforce the incompetence of both their Board of Directors and the previous
management. Long story short, GE is no longer part of the Kaleo portfolio.

Barrick Gold: Kaleo A (-8.9%), Kaleo B (-8.8%), Kaleo Full (-9.0%)
Barrick Gold was another holding we sold during 2017, though for reasons unrelated to underlying
fundamentals. While our rationale for a small position in the precious metal continues to hold true (see our
Q3 2016 newsletter for details), we believe the portfolio could be better served by holding an asset thatmore
closely tracks the price of gold. As a consequence,we sold all of our position in Barrick, and used the proceeds
to purchase additional shares of the SPDR Gold ETF.

Western Digital: Kaleo B (-8.7%)
The reason forWestern Digital's tepid stock performance in 2017 was due to their dispute with Toshiba (see
our Q3 2017 newsletter for details), which they have since resolved. Despite the setback, Western Digital
remains a holding in our portfolio as we continue to believe in the data-driven economy, and its insatiable
demand for storage. As one of the largest providers for global, digital storage, we believe Western Digital's
2018 price-to-earnings of 6, represents one of the best bargains in the market today.
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Every quarter we highlight some of our Kaleo portfolio holdings and share with you our investment
thesis (why we hold the stock). We also provide examples of news and activities we’re seeing in the
market that support or contradict that thesis.

Qube Insights: Kaleo Holdings

Kaleo A & Kaleo Full

DowDuPont Inc.: DowDuPont is a relatively new company, formed from the
merger of Dow Chemical and DuPont (Kaleo’s original holding) on August 31,
2017. As separate entities, they were 2 of the largest chemical companies in the
world, with rich histories dating back to the 1800s. Combined, they are now the
world’s largest chemical company in terms of sales. The CEO of Dow Chemical
(Andrew Liveris) and the CEO of DuPont (Edward Breen) are now Chairman of
the Board and CEO of DowDuPont respectively. In our opinion, it is Edward
Breen’s history which gives us confidence in the potential, future return of
DowDuPont.

From a shareholder’s perspective, value creation can take many forms. Some
managerspursueacquisitions (ex:WarrenBuffett&BerkshireHathaway), others
are visionaries (ex: Bill Gates - A computer in every home), and still, others are
experts at turningaround failing companies (ex: JohnChen&Sybase). In the case
of Ed Breen, he is widely considered to be a breakup artist for his work at Tyco
following their accounting scandal.

At its height, Tyco International was one of the world’s largest companies (rank
#91 on Fortune’s Global 500). It manufactured a wide variety of products such
as undersea fibre-optic cables, hospital supplies, alarm systems, and water
valves; however, things started to fall apart in the early 2000s following a string
of accounting irregularities.

Itwas during these circumstances that EdBreen becameCEOof Tyco. During the
next 10 years, Ed worked to save the company from a potential bankruptcy, and,
once that was accomplished, eventually began working on breaking up the
company into 5 distinct businesses: Covidien (acquired by Medtronic), TE
Connectivity (public company), ADT Corp. (acquired by Apollo Global
Management), Tyco Flow Control (mergedwith Pentair), and Tyco (acquired by
Johnson Controls). In total, over $100B of value was generated for shareholders
through the sale of the above companies. Not bad considering its dire
circumstances back in 2002.

Following Ed Breen’s success at Tyco, he was brought in as CEO of DuPont in
2015, specifically to manage the merger, and eventual breakup of DowDupont
into three distinct lines of business: agriculture, materials science, and specialty
products. Given Ed Breen’s history with breakups, we expect a large amount of
value to be created from this split. We will continue to monitor the progress of
the company as they work towards this objective.
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Every quarter we highlight some of our Kaleo portfolio holdings and share with you our investment
thesis (why we hold the stock). We also provide examples of news and activities we’re seeing in the
market that support or contradict that thesis.

Qube Insights: Kaleo Holdings

Kaleo Full

Becton, Dickinson and Company (BD): Much of the focus in recent years, for
healthcare stocks, have been on the highly volatile, and perhaps more exciting,
biotech and big pharma subsector. What often gets missed in the background is
the lower growth, but less volatile companies, such as those who manufacture
medical devices. We believe that each of these subsectors is equally important
in the saving of lives, and they each have their place in our Kaleo portfolio. The
only difference between these subsectors is in their areas of specialization:
biotech is mainly a biological field, pharma uses both chemistry and biology, and
medical devices combines physics with biology.

Behind the scenes, there has been a flurry of merger and acquisition activity in
the medical device space. For BD, more than half of their current market
capitalization could be accounted for by their two major acquisitions in the past
three years: CareFusion, which was acquired for $12.2 billion in 2014, and C.R.
Bard, which was acquired for $24 billion in 2017. As a combined entity, BD
generates approximately $16 billion in annual revenues, which makes them one
of the top 6 medical device companies in the world next to Fresenius, GE
Healthcare, Philips, Johnson & Johnson, and Medtronic. Regarding product,
BD’s largest segment ismedicationmanagement,which includes the prescription
process, drug preparation, dispensing, and the various drug delivery systems.

People from all across the world are ageing. According to the UN Department of
Economic and Social Affairs, there are an estimated 962 million people aged 60
years or over in 2017, an increase of 58% over the 607 million older persons
globally in 2000. By 2030, the number of people in the world aged 60 years or
over is projected to grow to 1.4 billion. We believe the growing and ageing
population will drive higher disease prevalence and the need for associated
medical devices going forward. This trend should provide a favourable tailwind
in sustaining Becton Dickinson’s top-line growth going forward.

In addition to this favourable trend, we believe that BD’s stockmarket return can
also be enhanced by synergies from their recent acquisition. After their acquis-
ition of CareFusion, adjusted operatingmargins expanded from20.9% to 25.9%,
and revenues grew 43% between 2014 and 2017. Based on BD’s historical
achievements, and guidance frommanagement on the synergies with C.R. Bard,
we believe that there is still room for further shareholders returns in the future.
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Qube Insights: Equity Research Snapshots

Company Sector

The Home Depot, Inc.

Hilton Worldwide Holdings Inc.

Dollarama Inc

Costco

Wal-Mart Stores, Inc.

Prudential Financial, Inc.

Banco Santander (Brasil) S.A.

Aon plc

Hartford Financial Services

W. R. Berkley Corporation

Marsh and Mclennan

Arch Capital Group Ltd.

Medtronic plc

Agilent Technologies, Inc.

Johnson & Johnson

Aurora Cannabis

Canopy Growth Corp.

General Electric Company

CONSUMER DISCRETIONARY

CONSUMER DISCRETIONARY

CONSUMER DISCRETIONARY

CONSUMER STAPLES

CONSUMER STAPLES

FINANCIALS

FINANCIALS

FINANCIALS

FINANCIALS

FINANCIALS

FINANCIALS

FINANCIALS

HEALTHCARE

HEALTHCARE

HEALTHCARE

HEALTHCARE

HEALTHCARE

INDUSTRIALS

Current Status
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Qube Insights: Equity Research Snapshots

Company

Deere & Company

Verisk Analytics, Inc.

Aluminum Corp. Of China

Sealed Air Corporation

Gartner, Inc.

Altaba

Blackberry Inc

Constellation Software Inc.

Applied Materials, Inc.

Microsoft

CDK Global, Inc.

Accenture

Yandex N.V.

CommScope Holding Co.

Texas Instruments Inc.

Telus Corp

Barrick Gold Corp

Chemical & Mining Co. of
Chile Inc.

INDUSTRIALS

INDUSTRIALS

MATERIALS

MATERIALS

TECHNOLOGY

TECHNOLOGY

TECHNOLOGY

TECHNOLOGY

TECHNOLOGY

TECHNOLOGY

TECHNOLOGY

TECHNOLOGY

TECHNOLOGY

TECHNOLOGY

TECHNOLOGY

TELECOM

MATERIALS

MATERIALS

Balancing traditional research techniqueswithmodernportfolio scienceallowsour teamto find companies
that demonstrate andmaintain solid investing fundamentals.We look for less volatile and proven earnings
combined with long-standing stable dividend policies. Share prices need to be justified on a combination
of current earnings and reasonable earnings growth possibilities. Quality financial statements, coherent
management and an operational business plan need to be in place before we rank a company “green”.

Sector Current Status
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Nicole Gervais

End of Year Tax-Planning 2017

RRSP Contributions
You have until March 1, 2018 to make a contribution to your RRSP or a
spousal RRSP in order to be able to deduct the amount on your 2017
tax return. Your available RRSP contribution room can be found on your
most recent Notice of Assesment. Contributions can be by cheque (payable
to NBIN Inc) or if you have a non-registered account with us, we can
transfer money from this account into your RRSP.

TFSA Contributions
If you have not yet done so, you can make your TFSA contribution for 2017 (up to $5,500) and catch up on
any unused contribution room from 2009-2016 (up to $57,500 depending on current age). Your available
TFSA contribution room can be found by logging into your CRA online account (My Account) or by calling
1-800-267-6999.TheTFSAenables you toearn tax-free investment income, including interest, dividends, and
capital gains, which may result in greater growth compared to a regular taxable account. You can make tax-
free withdrawals at any time, for any reason, and any amount you withdraw is added back to your available
contribution room on January 1st of the following year.

A Registered Education Savings Plan
(RESP) is a way to save for a child’s or grandchild’s post-secondary education. The lifetime contribution limit
is $50,000 per beneficiary and there is no annual contribution limit. By making RESP contributions, youmay
be eligible to receive the Canada Education Savings Grant (CESG). The government will match 20% of the
first $2,500 in annual contributions to a maximum grant of $500 ($2,500 x 20%) per beneficiary, per year.

IPP Remittances
If youmade a contribution to your IPP in 2017 youwill need to report a pension adjustment in box 52 of your
personal T4. The PA adjustment calculation is relativeling straighforward: (18% x 2017 income) – $600. If
you require assistance, we're happy to help.

Tax Slip Mailing Calendar.

RRSP Contribution Receipts
All contribution receipts for deposits made between March 1st and December 31st of 2017 were mailed to
clients in January of 2018. If a contribution is made during the first 60-days of 2018, contribution receipts
will be mailed out on a weekly basis.

Registered Account Withdawal Receipts
If you had a RRIF or LIF in 2017 and made withdrawals, you will receive a T4RIF, which will be mailed to
your address by February 28th, 2018.

Non-Registered Account Tax Slips
If your have a non-registered account, you will receive a T5 Summary which reports dividends, interest and
foreign income. This will be mailed to your address by February 28th, 2018.

T1135 Foreign Income Verification Report
This report is required if you are a resident of Canada, have a corporation or a Trust and hold more than
$100,000 CDN in foreign investments or properties. Please contact your investment counsellor at Qube if you
will need us to generate this report for you.
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Qube Investment Management Inc.
200 & 300 Kendall Building
9414 -91 street
Edmonton, AB T6C 3P4
780.463.2688


