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00:00:00

DP

Welcome to AGF Inside Perspectives. All right, John, it's too late
in the month to say happy new year.

00:00:08

JC

| was just going to ask you that question. You read my mind,
David.

00:00:10

DP

Yes, | think | think the cutoff is the 15th, I'm told, so...

00:00:13

JC

| don't care. Happy new year to everybody who's listening here.

00:00:16

DP

Yes, happy new year. It is our first episode of the year. | will talk
about the weather, though. | know | shouldn't, but man, | can't... |
don't know, this love/hate that | have with winter. It's been bitter
cold, lots of snow, navigating the day to day. It's crazy. It's a bit of
a hassle, to say the least. | park on the street, John, and it took
me two days to shovel the walkway between my house, and then
also get my car dug out. Now, | can't leave my space because I'm
worried someone's Going to steal my space.

00:00:46

JC

Somebody’s going to take it, of course they will. And they will steal
your space. I'm with you. I love snow, | really do, as odd as that
may sound, the falling of the snow. The first day of snow, it's
white, it's beautiful, it's tranquil. | really enjoy it. It's day two and
then beyond that, which is the issue. The slush shows up, the salt
shows up, all that bad stuff happens. And, look, | don't want to
give Toronto a bad name, but it takes a little bit too long to clear
the roads.

00:01:16

And it's a bit of an issue for me coming into downtown from the
burbs, but anyways, hopefully that's the end of the big snowfall.

00:01:22

DP

| hope so, too, because | like the snow, too. You can go skiing and
skating and all that stuff, but it's just a little bit too much. Anyways,
let's get going. And you know what? The person that we're going
to introduce, just in a second here, is somebody who strikes me
as somebody who doesn't let a little snow get to them. Our first
guest of the year, AGF's interim CIO, David Stonehouse. So,
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John, without further ado, let's get into it. All right, David,
welcome. It's a great pleasure to have you on the show again.
How's your winter been so far?

00:02:09

DS

Probably much like yours, from what | was hearing. | will say, to
your point, it doesn't bother me that much. You're right. | grew up
in Winnipeg for five years, two years in Ottawa. | won't quite go so
far as to say this is balmy, but it's familiar.

00:02:23

JC

| would call both those winter wonderlands, David. So, you're
right. Winnipeg and Ottawa.

00:02:27

DS

Yes, Ottawa certainly can be a wonderland. Winnipeg, a little bit

more breezy, to say the least. But I'm with you on the snow front.
Nothing like a good snowstorm. It's beautiful. Afterwards, not so

much.

00:02:38

JC

Not so much, yes.

00:02:40

DP

And I'm guessing, Ottawa and Winnipeg haven't called in the army
at any time in their recent history, when it snows as much as it did
here in Toronto. | don't know, that was 20 years ago, John,
maybe?

00:02:51

JC

Yes, but | still get ribbed about that. I've got friends across the
country, or into the US, who always talk about the army coming in.
And they tease us to no end, and we should be teased to no end.

00:03:03

DP

Yes, | think so, too, definitely.

00:03:04

JC

We should be able to shovel snow.

00:03:06

DP

Let's hope our mayor doesn't get to that this time.

00:03:10

DS

Well, it's interesting. This was a larger snowfall than we had 20
years ago, supposedly by centimetres, and we did just fine, so
there you go.

00:03:17

DP

Sticking with the snow analogy, let's get into markets. There's
been an absolute avalanche of market-moving events that
investors have needed to contend with so far this year. I'd like to
start by getting some general thoughts from both of you on what
has transpired to date, but then ask you some, if you will, rapid-fire
questions on specific issues and investment themes that have
been in play this month, and which may or may not continue to
influence markets going forward.

00:03:46

So, John, maybe I'll start with you, and maybe you can just give
us a general feel for what you've seen and experienced so far this
month.
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00:03:53 JC

Yes, it's been an interesting start to the year. | wouldn't say it's
unique, by any stretch of the imagination, but there's been a
couple of really big themes that I'm keeping a very close eye on.
One is resiliency. We've been hit with an avalanche, as you just
mentioned, of geopolitical, local issues that you would have
thought, over time, would really affect these markets. But we're off
to a decent start, right? Most markets are in positive territory a
couple of weeks into the year.

00:04:23

So, the resiliency side of things still amazes me, even when we
see gold moving in $100 and 200 chunks, which, if | go back to
the beginning of my career, if gold was up 200 or down 200, there
was something drastically happening in the world that was going
to affect the equity markets. And we haven't seen that yet. So,
that's theme one. Theme two is the engagement that we're seeing
from a volume perspective.

00:04:49

Massive volumes in the first two or three weeks of the year, both
retail, institutional, hedge fund. People engaged in the market.
Anytime there's a slight dislocation in the market, they're back in,
buying it again. So, again, that'll be a trend that we'll watch very
carefully because if that continues, that's good. If it breaks down,
then we're going to have to re-evaluate where we are. So,
resiliency and engagement are the two big words at this point of
the year, anyways.

00:05:15 DP

And then, David, just a thought or two on what you're seeing and
how you might articulate what we've been through over the first
few weeks of the year?

00:05:24 DS

Yes, | think it's been a tug of war. When you look at the positives,
you've got solid earnings growth, and that's one of the key
underpinnings of equity market moves in general, and you couple
that with a good amount of stimulus in the pipeline. We're still in
an easing cycle for the majority of central banks in the world, even
though we're getting to the later stages of that. And you've got a
fair amount of fiscal stimulus going on. So, when you look at all of
those tailwinds, it's understandable that the markets continued to
be able to grind higher.

00:05:53

And then you think about the challenges that have popped up so
far this year, and, yes, we've already had a year's worth of news, |
think, in a month. But things like disruptions on the geopolitical
front, the way some of the earnings are coming through and being
received, the earnings reports. But | think, also, just as an offset,
and maybe a corollary to what John was talking about, the flows
have been tremendous, but the flows have been tremendous. So,
you've had, in some measures, not universally, some really
elevated sentiment.
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00:06:24

And | think that almost anything can be an excuse for choppiness
or a pullback. And hence, you end up with a market that's got
solid, fundamental underpinnings, and yet has only been able to
grind its way higher, except in certain pockets so far this year,
rather than moving, really, rapidly higher.

00:06:43 JC

| think investors have to realise that we're in year four of a bull
market. We've had three terrific years, and | think the stat is,
markets have been positive six of the last seven years, of at least
20% or greater. That's almost historic. Those are massive
numbers. So, maybe a bit of a check back here over the next little
while, whether it's this month, next month, over the next quarter,
isn't such a bad thing. People hate this term, but I'll say it, it's
healthy.

00:07:11

Never feels healthy when we're going through it, and it's never
healthy when you're looking at your statement, but it is typically
healthy to get some of the weak hands out of the market. But
we're in year four of a bull market, and people need to realise that
they've made a lot of money over the last four years.

00:07:25 DP

Let's get to some more specific questions from me on some of the
more specific issues that have arisen so far this year. Maybe we'll
start with a little section, and we'll talk about geopolitical hotspots,
if you will. So, let's start with Venezuela. So, David, maybe you
can go first on this. So, it feels like a while now, but obviously a lot
going on, on that front. The US going in, capturing Maduro, and
then talking about having control of Venezuela, including its oil
reserves.

00:07:59

So, maybe you can just talk to me a little bit about what that meant
for markets and whether this is a story that needs to be followed
by investors going forward?

00:08:09 DS

Yes, | think it's consequential, maybe not quite as much as people
might have thought initially. | think the importance of it is far more
related to oil, obviously, drugs are pretext, | think everybody is
aware of that, and less tensions, geopolitically. This is about
control of oil. If you remember, Scott Bessent had his three threes
that he was trying to achieve, and one of them was to increase
production by 3 million barrels a day of oil.

00:08:35

We're at a point in production now that it's not so easy to do that
anymore, and oil prices have been subdued enough that the
incentives aren't necessarily there for American oil firms to do that
organically, domestically. So, one surrogate for that is, you take
over the jurisdiction with the largest reserves in the world, one that
already feeds into your infrastructure because of the refining, it's
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the right stuff for the American refineries, and also eliminate a
hotspot to boot, all at the same time.

00:09:05

And | think you can obviously agree or disagree with the
appropriateness or the legality or anything of the move. The one
thing | would say is most astute about it is that the US elected not
to go ahead with a regime change, which, historically, has not
turned out all that well. They just, basically, modified the structure
in the situation that's in place. So, | think, in some respects, for
them, they might be able to argue it's the best of both worlds.

00:09:35

They're able to keep oil prices down. They're able to, hopefully,
ramp up production over time, although this is going to take a long
time, so you're not going to get instant gratification on that. And
you don't have to deal with the problem of supporting a new
puppet regime or anything like that, because you basically left the
rest of it in place. So, if you want to take that spin on it, one could
view it as a victory for supporting good energy supply and keeping
a lid on prices.

00:10:02 JC

So, from a trading desk perspective, or from trader's perspective,
it was a non-event in our world. It's a big event. Don't get me
wrong, it's something that, to David's point, is consequential
enough, but it didn't really affect markets all that much, especially
the price of oil. | remember vividly, when the invasion happened or
the takeout happened, people were talking about oil to 40, 35, |
even heard 20 at one point. Well, we've reversed that trend since
then, and we're now trading in the mid-60s.

00:10:33

That's a long way away from 20 and 25, so the price action of oil
surprised many. Everybody thought that, hey, all this additional oil.
The issue is, Venezuela's infrastructure is decimated. It's broken.
It's going to be very difficult to get oil out of there, first and
foremost. And it doesn't feel like, to me, that these US companies
really want to spend billions and billions of dollars in a foreign
nation and ten years of capex to try to get this oil out.

00:11:02

So, it'll be interesting to see what eventually happens. There are
conspiracy theories out there that there's other motives and why
the US did this to Venezuela. But | look at it from the price of oil,
and it hasn't affected oil in the way | think the Americans would
have liked it to affect oil.

00:11:19 DP

And then, keeping on the oil train here a little bit, another hotspot
is Iran. And in recent days of this recording, lots of talk about the
US going in. This seems to have maybe, potentially, more of an
impact on oil. Thoughts on that?

00:11:39 JC

Yes, I'll just start really quickly. | think that is a hotspot. The Middle
East, generally speaking, is a hotspot. Iran's right in the middle of
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it all. And so, if there's an invasion or an attack, they'll attack oil
fields. And that will affect the price of oil. And we may be seeing
that as we speak, not the attack, but the escalation of oil prices
could be on the back of people speculating that maybe the US will
do something here in Iran. Maybe they will choose regime change.
Maybe they will take out leaders.

00:12:08

That is a bigger hotspot for us, and we've written about it inside
the organisation for a couple of months now. It's probably a lot
more pertinent to what we do all day, every day than Venezuela
was.

00:12:20 DS

Yes, certainly, | think it's on a larger scale. First, it's obviously
been a hotspot forever. Ironic, you were talking about winter at the
outset, and here we are talking about hotspots. But the second
thing is, they are one of the key actors on the global stage, from a
geopolitical perspective, to a far greater degree than Venezuela.
So, this is more consequential, and | think you're finally seeing
some traction to the upside on oil prices in a reflection of the fact
that there is some risk associated with this.

00:12:49

It could result in something material. Ironically, you could make an
argument that this is not dissimilar to Venezuela, in that if they
were actually able to achieve objectives and regime change, you
get a lot of supply come to market, all that sort of stuff. It keeps a
lid on oil prices, markets, thinking about this as more risky, and |
think rightly so. | think that, at the end of the day, the likelihood
that the Trump administration wants to actually put a lot of boots
on the ground and achieve change that way is pretty low.

00:13:17

| think they would love to see internal revolution and would be
supportive of that, but | don't think they want to foment it by
themselves. However, we've seen that they've had no
compunction about going in there a number of times over the
course of this decade, and doing surgical attacks of one sort or
another on individuals or on facilities. And | would not view the
massing of the forces offshore as a bluff.

00:13:46

That's, | think, not dissimilar to what we saw with Russia four
years ago. The massing of the forces were not there for show. So,
| wouldn't be surprised to see some sort of action out of the
American military. | don't see it being an invasion or a forced
regime change.

00:14:01 JC

God forbid, if they did, and they lost one American soldier.

00:14:05 DS

Yes, after all they've campaigned on.

00:14:07 JC

Yes, that would be disastrous for the administration, and | think
they know that. So, | agree with David. This is consequential. It
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could change the trajectory of oil very, very quickly in one way or
the other, and which would affect markets overall.

00:14:22

DP

Okay. | have to talk about Greenland. | think we have to talk about
Greenland. It's what lots of people have been talking about this
month. Cooler heads seem to have prevailed on this front,
although this deal between the EU and the US, we don't really
know much about.

00:14:37

JC

It's not a deal. It's a framework. Frameworks have a way of
changing very, very quickly. Just keep that in the back of
everybody's mind.

00:14:44

DS

By the way, as an aside, all of these tariff, quote/unquote, deals in
the last six/nine months, they are the same thing as John just
said. They're not signed. They're frameworks.

00:14:56

DP

Yes, definitely. So, Greenland, a different potential market
implication. If this rears its head again, then what we just talked
about with Iran and Venezuela is centred on oil. What does
concern you, or what should investors know about Greenland and
this issue? David?

00:15:19

DS

So, there's a few perspectives that come to mind, for me, at least.
Number one, Trump has a history of pushing and seeing what the
reaction is. And | would say that maybe he got a lot closer to
inciting enough of a reaction out of the Europeans to have crossed
a line. They seem to be presenting a far more united front on this
than they've been able to on other issues. The pushback was
pretty fierce.

00:15:47

Number two, and I think this probably matters more, the electorate
in the US was not in favour of this. When you look at the polls, |
forget what the numbers were, but it was like 70/80% against,
something like that. So, he's always got an eye on the polls, and
we're in a midterm election year, so | think that that gives him an
excuse to potentially walk back the aggressiveness of the
approach that he was trying to take there.

00:16:11

Number three, it, you can argue, wasn't really necessary because
they already have a longstanding arrangement that dates back to
the 1950s that gives them access. They just need to notify that
they'd like to establish more of a military presence. They used to
have 20 bases there. They have one right now. So, probably more
noise and posturing than reality. However, first of all, you did get
some interesting reactions out of Davos. You can argue that that
was a catalyst for Mark Carney's speech.

00:16:41

Second, clearly, there's been a currency impact, which is kind of
intriguing, and | think it's actually due to other factors more than
this. But there has been a healthy degree of blowback, and | think,
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at the end of the day, cooler heads do prevail, and that you are
able to come out with some sort of an arrangement that suits the
purposes of the US without, actually, annexation or buying
Greenland off.

00:17:06

JC

| know three things about Greenland. The first, we only have a
framework, not a deal. That's definitely true. Two, it's a beautiful
country, and three, it's damn cold there in the winter.

00:17:17

DP

There you go.

00:17:17

JC

So, back to the weather again, David. We're back to the weather
again, so stop complaining about your car on the street. It's colder
up there.

00:17:25

DP

Okay, let's move from hotspots to another facet of geopolitics,
which is trade. And this is not a new story. There's lots of moving
parts here. So, on that front, maybe let's talk about Canada's
evolving trade policy. You mentioned Prime Minister Carney.
Before Davos, he was in China, setting up an agreement with the
Chinese. He was in Qatar as well. There seems to be some
movement on that front, in terms of trying to create new economic
alliances across the globe.

00:17:58

David, just a thought on what that means, potentially, for
Canadian assets, including, obviously, equities and bonds?

00:18:07

DS

Yes, there are a few realities that we need to confront as
Canadians. Number one, we're a nation of traders. We have a
very significant portion of our GDP associated with imports and
exports. Number two, we do have a contentious relationship with
our neighbours south of the border right now, and everybody
needs to, and | think, broadly speaking, has acknowledged that.

00:18:32

the Trump administration, on the one hand, seems to be not
necessarily so keen on engaging with us, and on the other hand,
seems to find it offensive when we turn and start to engage with
others. And | don't think you can have it both ways. | think, if
you're really keen to maintain a strong relationship that has a lot of
advantages for the US, as well as, clearly, Canada, then you've
got to engage in good faith, and we'll see what happens there.

00:19:00

If, on the other hand, you want to go to the worst-case scenario,
and USMCA doesn't get renewed, or you have no interest in it, as
the Americans, for whatever reason, how do you turn around at
the same time and say, well, we're offended that you're trying to
strike arrangements elsewhere in the world? What do you expect?
It doesn't make a lot of sense. There's no logic to that, and | think,
behind closed doors, they would probably acknowledge that. |
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think Carney's just acknowledging reality, working really hard.
He's under the gun, domestically, to deliver on his words.

00:19:30

So, everybody's looking for actions now, and | think he's got a
hectic schedule ahead of him over the next six months, trying to
make arrangements with a whole bunch of counterparties around
the world, and | think it makes a lot of sense to do that. The other
two things that are necessary are to break down inter-provincial
trade barriers, and | think we're at risk of missing out on a golden
opportunity here. What happened last year should have
galvanised us like nothing else that we've seen in generations. |
would not want to let a good crisis go to waste.

00:19:58

And then, number three, we know that the negotiations are going
to be looming later on this year. And you can argue that maybe
he's undermined where we stand with that, but | think, again, it
was just a reflection of reality. And we've seen rhetoric get heated
with this administration in a whole bunch of different areas and
then get walked back, and people are still able to have
conversations. And | think that's where this is going to go. | have
no idea how it's going to play out, but | don't think he's scuttled the
whole thing, based on his speech.

00:20:29 JC

You asked a question about, or in reference to, evolving trade
policy. I'm not sure what that actually really means at this point in
time, but | will say this, a couple of things. One, Prime Minister
Carney's speech was historic. It was exceptionally well referred to.
Lots of people talked about it for many, many weeks after, or a
couple weeks after. He's playing a bit of a chess master here, so
he's playing chess, | don't know if it's against the US, but it's
against the world.

00:21:00

He's trying to become a world figure in trade, but | don't know
what it actually means for Canada in the end. It will eventually
come out. It will eventually work its way into some sort of trade
policy. I'm more interested in, and | keep saying this, and I've said
it for many, many months, we have such a massive opportunity
inside our own borders to be able to tear down some trade
barriers that we have between British Columbia and Alberta, and
Quebec and Ontario and the like.

00:21:31

And I've read reports that that will state, four points of GDP if we
can knock those barriers down. Well, four points of GDP puts us
now at five, David, in/faround five/five and a half, whatever the
number is, which would make us either number one or definitely
number two in the G7. So, we have a lot of work to do inside our
own borders, first and foremost, which | think we should be able to
do before we start striking deals around the world.
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00:21:58

Last thing I'll say on this, the easiest and best thing for us to do is
to re-up USMCA. They're our neighbours, they’re our friends,
they’re our allies. They have been forever and a day. All this
rhetoric that we're hearing from the US and in Canada and the
like, eventually will subside, and | think they will come to a trade
agreement. May not look the same as it looks today, but a
combination of a new USMCA and some provincial trade barriers
coming down will sit very well for us.

00:22:29

We’'ll do well as Canadians, and we're all proud Canadians, and
we want that to happen. So, lots of moving pieces. Carney is a
chess master. Let's see what he can pull off.

00:22:37

DS

| agree with John's last point, that, at the end of the day, we know
that the US has a big hammer and all of this stuff, but | do think
there's an interdependence there that is beneficial for both
nations, for a multitude of reasons, and healthy for both nations.
So, you would hope that leads to a logical outcome.

00:22:57

DP

Before we move on from trade, just one quick question about India
and EU signing a mother of all trade deals. So, this has been a
deal that's been in the works for, | don't know, John...

00:23:08

JC

20 years.

00:23:08

DP

20 years or something like that. So, finally, they've got that. I'm
just wondering if, from your perspective, with any big trade deals
like this, it probably doesn't filter into markets right away, but is
this generally a positive thing if you're looking at European assets
or Indian assets, if you will?

00:23:28

JC

| have, | only have one comment on this, because I'm not a real
big India/EU trade expert, but | did hear the trade minister from
India on CNBC the morning or the afternoon of the
announcement, and it kind of sounded like framework again. |
don't know how much detail is actually in this deal. It almost feels
like people just want to make announcements today, to make
announcements, and then start to do the heavy lifting.

00:23:53

Well, we all know that if you don't have a signed deal, you don't
have a deal, and | think it's more framework than anything else.
So, wel'll, again, wait for the details. This could be a... Think about
it. We have 2 billion people, | believe, in India, in and around that
number. It's a large, large economy. Europe is another. Or maybe
it's 2 billion combined between EU...

00:24:11

DP

It is, one and a half and a half, yes.

00:24:12

JC

Yes, and India, that's a big trading conglomerate. Let's see if they
can pull it off.
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00:24:19

DS

Yes. The only things | would add are, first, as we've seen in other
jurisdictions, we just talked about, with the potential for inter-
provincial trade barriers to come down, Trump's actions at the
outset, the first quarter of last year, really galvanised state actors
to contemplate other arrangements out of necessity. As you said,
20 years in the making. Well, guess what was the catalyst to
actually make it come to fruition, if it has come to fruition? So, |
think that makes sense.

00:24:45

You're going to turn and seek alternative arrangements if the one
that you've traditionally lived with and thrived with feels like it's
breaking down to some extent. Second thing is, it's incredibly
complicated, and | would not claim to be an expert on geopolitics
in this part of the world. But you've got India that's pretty
extensively engaged with Russia, in terms of oil consumption and
other arrangements and has been somewhat of a neutral party, to
some extent, between the West and the Russians, the East, if you
want to call it that.

00:25:19

It's complicated. You look at Europe, quite similar, on the one
hand, presenting a united front, under the guise of NATO, against
Russia and in support of Ukraine, and, on the other hand, still
allowing a fair amount of shadow shipments because it suits their
purposes, which doesn't make a lot of sense. If they really wanted
to play hardball, they could play hardball to a greater extent than
they have.

00:25:45

And so, you've got both of these entities that are actually, under
the surface, doing more business with Russia than you might think
that they would on the surface, and that just complicates
everything when you think about both of those nations’, or both of
those entities’, relationships with the US, too. So, it's complicated,
and | would agree with John, that it's a lot easier to shake hands
than itis to turn it into something that's real and concrete.

00:26:12

DP

Okay. We've got a little bit more time here, so let's go quickly
through a few things that are actually happening in the markets in
real time these days, as opposed to deals and hotspots that may
impact going forward. Let's start with gold, John. It's been on a
meteoric rise.

00:26:30

JC

Yes, historic.

00:26:31

DP

Historic, right. Over 5,000 an ounce. | don't know if it's still there at
the time of this recording, but where is this headed, and why is it
rallying so much?

00:26:41

JC

If | knew where it was headed, David, | wouldn't be sitting here
with you right now. But it, kind of, feels good. Gold, as a
commodity, has always been looked upon as a safe haven asset,
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obviously. We're seeing moves in the market now that don't feel
like safe haven, like $200 higher, $300 lower. We're seeing some
massive volatility, but the overall trend is risk on, central banks,
retail investors, institutional investors, upping their allocations to
the precious metal right across the board.

00:27:14

And | read something the other day that said, if the retail cohort
increased their allocation from 2% to 3%, or 2 to 2. 5%, we're
talking about a 6,000 to 6,500 gold bullion price. So, momentum is
with gold today. But again, it's had one of these historic moves
that you would think that we would see a checkback in the market
before we saw, what we call, the next leg higher. And again, that's
healthy. Doesn't feel healthy, but there's a lot of buying in gold.
That feels like, to me, as a trader, that it wants to go higher.

00:27:50 DS

A couple of things | would add to that. First of all, central bank
purchases have been going on for well over a decade. This is not
new. Maybe it's picked up a little bit with certain jurisdictions, but
that's not a catalyst for what's been going on right now. Itis a
support. It's an ongoing thing. Certainly, folks are trying to
diversify away from the US dollar, partially because of the risk of
seizure of assets like we saw with Russia a few years ago. And |
think that scares a lot of global participants/state entities.

00:28:18

The second thing is, gold typically should not be doing really well
in a higher real rate environment. We have a pretty high real rate
environment relative to the last 15 years post-GFC, not relative to
the long-term history, and yet, gold is doing really well. So, there
are other drivers here. | get the debasement argument. It does
feel like, with very high debt levels globally, fiat currencies are at
risk. They're tending to move down together.

00:28:42

Yes, the dollar had been a little bit separate in the last week, but
they're tending to weaken altogether against the hard assets like
gold. But again, right now. we're not seeing an explosion higher in
inflation, which should accompany debasement, so | don't think
that's the argument right now. | think it comes back to what John
said, which is, there's not that high an allocation to gold, and
people are getting really interested in it, people, loosely meaning
investors, corporations, nations.

00:29:11

And you've got a fairly small entrance to stampede through to pick
up a more meaningful allocation, and that's what we've had here,
and | think John's right, that it's not sustainable at this pace. You
need a healthy reset, and it feels like we've been struggling to try
and figure out what that point is over the last week or two, where
we've seen some really explosive moves and more volatility now
to the downside on an intraday basis.
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00:29:33

Feels like we're getting pretty close to a point where maybe this
settles down for a few months like it did after last April, but | don't
think it's over. | think John's right. | like it for the longer term.
Putting a fresh dollar to work today feels like it could work. It feels
like a risky prospect.

00:29:49 JC

Do you know the other store of value that's doing well? Not
Bitcoin. Think about that for a second. That was the store of value
that was going to replace gold as the store of value, and that thing
has sold off hard as gold goes the other way. Watch out. Here's
one to watch out. We, rarely in history, have had equity markets at
all-time highs and gold at all-time highs. So, something needs to
rejig itself here, whether it's equity markets or gold.

00:30:17

But one of them will pull back and settle down a little bit. I'm not
talking about massively, but it needs to settle down a little bit for
things to get reset, and then we'll go from there. Butitis a
washout.

00:30:28 DP

Two more things | want to talk about. David, you're the bond guy. |
want to talk about Japan's bond market. It's been going a little bit
squirrelly the last little bit. Maybe just bare bones, what's
happening here? And is it something that we need to keep a
watch on?

00:30:44 DS

Yes. | think the catalyst for a structural change in that market
versus where we've been for the last couple of decades. First of
all, you've got fundamentally different inflation backdrop. They've
finally been able to achieve some degree of inflation in, say, the 3-
something kind of range, as opposed to the deflation or 1 kind of
inflation range. Second, the debt levels have continued to rise.
They have the highest debt/GDP among the G7.

00:31:12

That doesn't matter until it matters. It doesn't matter in a world of a
0.5% or 1% bond yields. Starts to feel like it matters more when
your bond yields are 3 or 3.5 or something like that. And, third,
they continue to push aggressively. So, Takaichi is running for
election on February 8th and vowing to continue Abe's stimulatory
policies, and that means more deficits, which is a pile-on. And |
think all of that means that you're now in a situation where there's
more of a reluctance to step in as an investor outside.

00:31:46

And you've got half of that bond market locked up anyway,
because it's owned domestically by the Bank of Japan, the
Ministry of Finance, so that means that you don't have as much
liquidity. But now, yields are starting to get more attractive. You've
closed a lot of the gap between the US and Japanese yields. The
carry trade looks less attractive at the margin. The yen has
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weakened to a point where they want to start to defend it more,
and it's also been in the US's interest.

00:32:12

And you put all of that together, and it'll be interesting to see, to
what extent, either Japanese domestic investors step in and
repatriate and buy Japanese bonds, or we have a real problem,
an existential crisis, which | think is a risk down the road. Does not
feel like it's imminent, but you can't sustain these sorts of debts
and deficits in the Western world. And someday in the future,
that's going to be a bigger issue. It's going to come home to roost,
and it doesn't matter until it does. Hard to figure out when that is.

00:32:42 DP

And then, John, lastly, Al trade. We can leave the conversation
without talking about where we're at on this front. As we're
speaking, we're going through earnings. A lot of the big tech guys
are reporting. Is it still the catalyst that it's been over the last
couple of years?

00:33:00 JC

| personally believe it is. | don't think the Al trade is dead by any
stretch of the imagination. You're reading a lot more people trying
to stir something up here. These are real companies who are
making... And David touched on it earlier. Earnings are terrific.
These companies are hitting out of the park. That trade is not
done yet. What you may see, though, over time, is some
consolidation here. There's lots of Al companies out there that
probably will need some additional capital. Some of these big,
mega players can actually provide that capital.

00:33:28

So, we might see some consolidation there, but | don't think it's
dead by a long shot. I've done a number of presentations over the
last little while, and | always ask how many people are using a
form of Al. And more and more hands are going up. And then
when | ask, how many are paying for ChatGTP or anything along
those lines, hands are staying up. So, | think that's growing at the
consumer level as well. So, yes, | think it's got legs.

00:33:54

| think it's real and will continue for the foreseeable future, but at
some point, it will become an end of the Al trade. The market gets
saturated, people are doing what they need to do, and then the
market will have to figure out something else at that point. But
right now, it feels okay. Flows are still very good.

00:34:12 DP

And then last word to you, David.

00:34:13 DS

Yes, | think that's exactly right. | think the only things | would say
to add to what John articulated really well, you have seen some
pretty substantial pullbacks in this space over the last several
years. A 30% pullback is not quite pedestrian, but it's not
uncommon or unexpected, and it has not derailed the whole
thesis. From what we're seeing and hearing right now, the
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demand is still very healthy. And we've seen that in some of the
reports today. Some stocks are up, some down, but the demand is
not in question.

00:34:43

It's still enormous, and there's not enough there to satisfy it. And
you can argue whether that's because of bottlenecks in
manufacturing or everybody's favourite cause to point to right
now, power, but the reality is that it's still very much intact, and
you don't have an extreme. | think John's right. Eventually, this is
going away. All of these themes peak, and then peter out, and |
wouldn't be surprised if we end up in a bubble-like situation down
the road. Certainly doesn't feel like we're there right now.

00:35:13 DP

Okay, let's leave it there, guys. Really full, very interesting
conversation, as always. David, thank you for joining us. John, I'll
see you next time, and we're out. Thanks, everyone, for listening.
For a full transcript of today's episode, visit agf.com/podcast. And
don't forget to subscribe to hear more from us at Apple Podcasts,
Spotify, Stitcher, Podcast Addict and Pocket Casts. This episode
of Inside Perspectives was recorded on January 29th, 2026, at
AGF's offices in Toronto, Ontario, Canada.

00:35:58

This podcast is designed to provide you with general information
related to the capital markets and economic environment and is
for informational purposes only. It is not intended to be relied upon
as a forecast, research or investment advice and is not a
recommendation, offer or solicitation to buy or sell any securities,
advisory services or investment strategy. The views and opinions
expressed in this communication are based on information
available as at the publication date and are subject to change.

00:36:20

The information is derived from sources deemed by AGF
Investments to be reliable, which may not be complete or
exhaustive, and no representations or warranties, either
expressed or implied, are made, regarding the accuracy or
completeness of the information contained herein. Reliance upon
information in this material is at the sole discretion of the listener.
Market conditions and economic circumstances may change, and
AGF Investments accepts no responsibility for individual
investment decisions arising from the use of, or reliance on, the
information contained herein.

00:36:47

This material may contain estimates, forward-looking statements
or forecasts, which are subject to risks and uncertainties that may
cause actual results to differ materially from those contemplated.
Any statement about a company is not an endorsement or
recommendation to buy or sell any security. Any discussion of
performance is historical or speculative and is not indicative of,
nor does it guarantee, future results.
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00:37:07

AGF Investments is a group of wholly owned subsidiaries of AGF
Management Limited, a Canadian reporting issuer. The
subsidiaries included in AGF Investments are AGF Investments
Inc., AGF investments LLC and AGF International Advisors
Company Limited. AGFI is registered as a portfolio manager
across Canadian securities commissions. AGFUS is a registered
investment advisor with the US Securities Exchange Commission.

00:37:30

AGFIA is regulated by the Central Bank of Ireland and registered
with the Australian Securities & Investments Commission. The
term, AGF Investments, may refer to one or more of these
subsidiaries or to all of them jointly. This term is used for
convenience and does not precisely describe any of the separate
companies, each of which manages its own affairs. AGF
Investments entities only provide investment advisory services, or
offers investment funds in the jurisdiction where such firm,
individuals, and/or product is registered or authorised to provide
such services.

00:37:59

Investment advisory services for US persons are provided by AGF
US. The AGF logo and all associated trademarks are registered
trademarks or trademarks of AGF Management Limited and used
under license.
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