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INVESTMENT FUNDS FLASH
CANADIAN GENERAL INVESTMENTS

Yielding play on North American growth

NOT RATED

Canadian General Investment’s (CGI) programme to rebase its dividend (from
Rating Nature: Relative specials to quarterly) is incomplete. We expect the current quarterly dividend
(12c per share) will be increased in 2015.

Target Price: n/a

Currently trading on a 28% discount, the market looks to be ignoring the

Key Data implications of CGI’s on-going repositioning as a payer of a reliable and
Share price €520.24 growing dividend to complement its strong relative investment performance.
Est NAV C$27.9485 We believe that as this re-positioning is recognised, the fund will (over time)
Est. discount 27.3% re-rate. Whilst we aren’t forecasting parity, halving the discount to 14%
Market cap C$422.2m implies 20% share price outperformance.
52-week €$17.37-20.85

wee rénge > » Dividend. After doubling its quarterly dividend to 12c in 2014, the fund (excluding
52-week discount avg. 29.1% specials) yields 2.3%. We expect further growth funded initially by de-emphasising
Div. yield 2.3% and then eliminating the special dividend (50c in 2014) and then as a result of
Sector Investment Funds income growth. By way of comparison, the Canadian market index yields 2.8% and
Stock codes CGITO /CGICN / CGILN Middlefield Canadian (MCT) yields 4.6% but hasn’t grown its dividend in three years.
Gearing (debt :equity) 25% p» North American Growth. Canada’s proximity to the USA and the portfolio’s
Rating benchmark S&P/TSX Composite TR Index positioning (u/w banks, o/w industrials and consumer discretionary) positions the
Last published research 24 February 2014 fund as an attractive and discounted proxy play on the US economic recovery whilst

continuing to benefit from Canada’s robust economic performance.

Analyst » Investment Performance. CGI's NAV TR looks average (market like, see table 1) over
Charles Murphy +44 (0)20 7886 2721 10 years and YTD 2014, and good over 1, 3, 5, 15 and 25 years. Commenting on
charles.murphy@panmure.com recent performance, the portfolio manager (Greg Eckel) highlighted that over the

last half decade the outperformance reflected a combination of stock selection and

good sector calls on consumer (overweight) and gold (underweight).
For more research www.panmure.com

» Shale, tar sands and gas. CGI highlight that US shale (a light crude) has, and will
continue, to underpin demand for Canada’s heavier oil. This support reflects the
configuration of US refineries which necessitate a need to blend the lighter shale
crudes with product from Canada’s tar sands. The team also highlighted that the
marginal cost of tar sands production is low (c$30-40 per barrel) even if the average
cost of production is high. Discussing hydrocarbon transportation, it was highlighted
that east-west pipelines were being reversed (to shift gas to the population centres),
that the US federal elections may improve the prospects for XL keystone, a key (if it
ever gets completed) oil export pipeline and that companies such as Canadian Pacific
Railways (CP CN, 4.2% of the fund) were making hay.

Continued

» Underweight financials. Reiterating a long standing theme, the fund is deliberately
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Table 1: Cumulative performance data

Investment Funds Flash

underweight (23.6% versus 34.7%) financials. This reflects the tightly regulated
nature of the banking sector that in the words of the manager, has resulted in the
sector operating a low return utility model. This strategic decision enabled the
sector and Canada to pass through the global financial crises unscathed. Total
government net debt to GDP is below 50%.

Stresses and Strains. The management team highlighted that the one area of
concern for Canada is the state of its housing market (expensive), an issue that
stimulated a regulatory response. The government mortgage insurer, CMHC, has
tweaked its terms to dampen the market. Changes include higher deposits (20%),
shorter amortisation periods (25 years), the introduction of limits on gross debt
service ratios (39%) and total debt ratios (44%) and to limit the availability of

insurance to homes worth less than C$1m.

2014YTD 1Month 3 Month 6 Month 1 Year* 2 Year* 3 Year* 5Year* 10Year* 15Year* 25 Year*
Canadian General 7.3 -1.8 -3.7 0.9 14.5 14.4 13.2 13.6 7.0 7.9 7.6
Middlefield Canadian 5.5 -3.5 -5.0 -24 12.0 13.2 11.3 12.7 n/a n/a n/a
S&P/TSX Composite TR 9.9 -2.1 -4.0 1.1 12.6 11.8 9.3 9.1 8.0 73 7.1

Table 2: Top 10 Holdings

Source Panmure Gordon and Bloomberg calculations as of 31 October 2014

*annualised data

Issuer Market Value % of Portfolio
Dollarama Inc. 37,781 5.2
Canadian Pacific Railway Limited 30,016 41
Enbridge Inc. 25,605 3.5
Bank of Montreal 22,602 31
Royal Bank of Canada 20,141 2.8
Element Financial Corporation 19,737 2.7
West Fraser Timber Co. Ltd. 19,688 2.7
Open Text Corporation 18,718 2.6
Yahoo! Inc. 18,411 2.5
Methanex Corporation 17,765 24
Total of Ten Largest Investments 230,464 31.6
Total Investment Portfolio 729,392 100

Table 3: Sector Exposure

Source Canadian General Investments as of 14 November 2014

Sector Portfolio Weight %
Financials 23.8
Energy 189
Industrials 16.0
Consumer Discretionary 15.5
Materials 11.0
Information Technology 6.4
Telecom Services 31
Consumer Staples 13
Utilities 1.0
Health Care 0.9
Cash and Equivalents 2.1
Total 100.0

Source Canadian General Investments as of 31 October 2014
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From time to time, we offer investment banking and other services (IBS) to Canadian General
Investments. Within the past 12 months, we have received compensation for IBS from Canadian
General Investments. Panmure Gordon & Co acts as corporate broker to Canadian General
Investments in the UK. We buy and sell these securities from customers on a principal basis.
Accordingly, we may at any time have a long or short position in any such securities. We make a
market in the securities of Canadian General Investments.

The views expressed in this note accurately reflect the research analyst's personal views about any
and all of the subject securities and issuers. No part of the research analyst’s compensation was, is or
will be directly or indirectly related to the specific recommendations or views expressed by the
research analyst (or analysts) responsible for the content in the report.
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Distribution of investment ratings for equity research (as of 8 Oct 14)

Rating: GUIDELINE (return targets may be modified by risk or liquidity issues)

Overall Global Distribution (Banking Client*)

Buy Hold Sell

68% (40%) 24% (2%) 8% (0%)

Buy Total return of >10% in next 12 months
Hold Total return >-10% and <+10% in next 12 months
Sell Total return <-10% in next 12 months

* Indicates the percentage of each category in the overall distribution that were banking and/or corporate broking clients

Investment Funds Research Rating Tariff

Infrastructure Investment funds

Relative Return (12 month outlook*)
Hold
-3to+3%

Sell
<-3%

Buy
>3%

Note *Measured on a total shareholder return basis

Absolute Return (12 month outlook)
Hold Sell

3% to 7% total shareholder return

Buy

>7% total shareholder return <3% total shareholder return

Distribution of investment ratings for Investment funds (as of 17 Sep 14)

Other Investment Funds

Overall Global Distribution

Absolute Return (12 month outlook)

1 December 2014

Hold Sell

5% to 10% total shareholder return

Hold Not rated

13%

Buy Sell Buy

42% <5% total shareholder return

2% 43% >10% total shareholder return

i . " Note Corporate Investment Fund stocks are not rated X
All of the recommendations and views about the securities and companies in this report accurately reflect the personal views of the research analyst named on

the cover of this report. No part of this research analyst’'s compensation was, is, or will be directly or indirectly related to the specific recommendations or views
expressed by the research analyst in this research report. This report has been prepared by a member of the Panmure Group (being Panmure Gordon (UK) Limited
("Panmure Gordon"), its "group" as defined in the Financial Services and Markets Act 2000 and each member of the Panmure Group's directors, employees,
agents and nominees). It may not be reproduced, redistributed or copied in whole or in part for any purpose.

We buy and sell these securities from customers on a principal basis. Accordingly, we may at any time have a long or short position in any such securities.

This report has been approved in the UK by Panmure Gordon solely for the purposes of section 21 of the Financial Services and Markets Act 2000. In the UK, this
report is directed at and is for distribution only to persons who (i) fall within Article 19(1) (persons who have professional experience in matters relating to
investments) or Article 49(2)(a) to (d) (high net worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 (Financial
Promotions) Order 2005 (as amended) or (ii) are professional customers or eligible counterparties of Panmure Gordon (all such persons together being referred to
as "relevant persons"). This report must not be acted on or relied upon by persons in the UK who are not relevant persons.

Panmure Gordon is not a US registered broker-dealer. Transactions undertaken in the US in any security mentioned herein must be effected through a US-
registered broker-dealer, in conformity with SEC Rule 15a-6.

Neither this report nor any copy or part thereof may be distributed in any other jurisdictions where its distribution may be restricted by law and persons into
whose possession this report comes should inform themselves about, and observe, any such restrictions. Distribution of this report in any such other jurisdictions
may constitute a violation of UK or US securities laws, or the law of any such other jurisdictions

This report does not constitute an offer or solicitation to buy or sell any securities referred to herein. It should not be so construed, nor should it or any part of it
form the basis of, or be relied on in connection with, any contract or commitment whatsoever. The information in this report, or on which this report is based, has
been obtained from sources that the Panmure Group believes to be reliable and accurate. However, it has not been independently verified and no representation
or warranty, express or implied, is made as to the accuracy or completeness of any information obtained from third parties. The information or opinions are
provided as at the date of this report and are subject to change without notice. The information and opinions provided in this report take no account of the
investors’ individual circumstances and should not be taken as specific advice on the merits of any investment decision. Investors should consider this report as
only a single factor in making any investment decisions. Further information is available upon request. No member of the Panmure Group accepts any liability
whatsoever for any direct or consequential loss howsoever arising, directly or indirectly, from any use of this report or its contents.

By accepting this report you agree to be bound by the foregoing limitations.

Panmure Gordon (UK) Limited (Registered Office)
One New Change

20 Chapel Street
Liverpool L3 9AG
+44 (0)151 243 0960

London ECAM 9AF

+44 (0)20 7886 2500

Copyright 2014 The Panmure Group: All rights reserved

Member of the London Stock Exchange - Authorised and regulated by the Financial Conduct Authority
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