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Market Overview

The market decline that started in the first quarter of the year continued, with almost all equity and bond markets
ending the second quarter sharply lower. Inflation continued to rise, while central banks narrowed their focus to
corralling runaway inflation. In the last few weeks of the quarter, investor attention shifted from soaring prices to the
prospect of a slowing economy, resulting from the central bank rate hikes. After the dust had settled on the first half of
2022, numbers showed it was the worst first half for investors in decades.

World Equities (SCAD) 3 month YTD 1year 3 year 5year 10 year
MSCI China Index GR 6.9 -9.3 -28.8 -0.9 2.2 8.2
MSCI Emerging Markets Index GR -84 -15.7 -21.9 0.5 24 59
MSCI Pacific Index GR -89 -15.2 -18.7 17 3.0 8.3
MSCI Europe Index GR -114 -18.7 -13.6 14 2.6 8.6
MSCI EAFE Index GR -11.5 -17.5 -13.9 11 2.6 84
MSCI Japan Index GR -11.8 -184 -16.3 0.9 2.0 84
MSCI All Country World Index GR -12.8 -18.3 -11.8 6.2 74 11.9
S&P/TSX Composite TR -13.2 -99 -39 8.0 7.6 8.2
MSCI World Index GR -13.3 -18.6 -104 7.1 8.1 12.7
S&P 500 Index TR -134 -18.3 -6.9 10.1 11.2 15.6
NASDAQ 100 Index TR USD -19.8 -27.7 -17.1 14.9 16.2 20.1

Source: Morningstar Research Inc., as of June 30, 2022

China was the only major market that ended the quarter in positive territory as investors reacted to the easing of
COVID-19 lockdowns across the country and looser financial conditions. In contrast, many western countries

were heading in the opposite direction with central banks aggressively raising interest rates to reign in decades high
levels of inflation.
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Bond Index Name 3 month YTD lyear 3 year Syear 10 year
FTSE Canada ST Bond -1.5 -4.4 -4.8 0.0 0.9 14
Bloomberg US Agg Bond TR USD -47 -10.3 -10.3 -0.9 0.9 15
FTSE Canada All Corp Bond -4.8 -11.0 -10.1 -11 1.0 2.5
FTSE Canada Universe Bond -57 -12.2 -114 -2.3 0.2 17
FTSE Canada All Government Bond -6.0 -12.7 -11.9 -2.7 -0.1 14
FTSE Canada Real Return Bond -8.9 -174 -12.3 -19 0.7 0.9
Bloomberg Gbl Agg Ex US TR USD -11.0 -16.5 -18.8 -5.1 -1.8 -1.1
FTSE Canada LT Bond -11.8 -22.1 -19.7 -5.8 -1.0 1.9
Bloomberg Global High Yield -11.9 -16.9 -17.8 -2.6 0.1 3.6

Source: Morningstar Research Inc., as of June 30, 2022

Market volatility increased sharply, punishing growth stocks and other companies that traded at higher valuation
levels. The tech-heavy NASDAQ 100 Index was down nearly 20% in Canadian dollar terms and the S&P 500 also faced
headwinds, ending the quarter down 13.4%.

As investors digested the sharp increase in rates, concerns that aggressive central bank tightening could lead to a
slowing economy or perhaps even a recession began to emerge. This led to some weakness in the first quarter winners
and more cyclical parts of the market, specifically energy.

With bond yields moving higher, bond prices were sharply lower over the quarter, as prices tend to move in the
opposite direction of rates. Short-term bonds, which tend to have a lower sensitivity to interest rates, ended the quarter
lower, but outpaced the broader bond market. In contrast, long-term bonds trailed significantly because of their higher
sensitivity to interest rates. High yield bonds were also lower on concerns that higher rates and a slowing economy may
make it more difficult for some lower quality companies to service their outstanding debt.

In more normal times, whenever there is a big equity market selloff like we have seen so far this year, bonds, particularly
government bonds, will often hold their value very well and in many cases even increase. It is this property that help
make bonds an extremely valuable piece of a well diversified portfolio, acting as a hedge against equity market volatility.
Unfortunately for investors, that relationship hasn't held up during the first half of the year, with both stock and bond
markets experiencing significant drawdowns. This has left investors with very few places to hide from the storm.

This time, rates were already very low because of the massive amounts of liquidity injected into the financial system by
the central banks to help mitigate the damage from the COVID 19 lockdowns. Because of the already low rates, central
banks had very few options to fight the surging inflation, helping to create this unusual situation of strong positive
correlation between equities and bonds. In recent weeks, as things have shown some signs of stabilizing, this historic
relationship has started to return to normal, however we are not yet out of the woods.

Inflation and central banks have been the key drivers throughout the quarter, but other factors also contributed.
The war in Ukraine continues, which keeps pressure on energy and other commodities. China has so far maintained
its zero-COVID policy, meaning lockdowns any time cases reach a certain threshold. These restrictions can create
backlogs in manufacturing and movement of goods, prolonging the stresses on the already stretched supply chain.
The very tight labour market has seen a lack of workers across not only manufacturing business, but also service
businesses. There are signs that both the supply chain and labour market are normalizing, but they are not there yet.



Multi-Strategy GIF Performance

It was a challenging quarter with each of the Multi-Strategy Funds finishing in negative territory. Despite the negative
absolute performance, each of the core Multi-Strategy Funds outperformed their respective benchmarks.

Our relative performance in the core equity Funds was helped by our defensive positioning. The Funds benefitted from
a higher allocation to low volatility, and actively managed strategies, which performed better than the overall markets.
A higher than target cash weight also helped.

The Multi-Strategy Portfolio Funds saw both the equity and fixed income portions outperform their respective
benchmarks. Within the fixed income portion, allocations to short-term bonds, and corporate bonds helped drive
the outperformance. Both short-term and corporate bonds tend to be less sensitive to interest rates, which can help
performance in a rising yield environment.

The Multi-Strategy Global Growth Fund trailed the broader global equity market, because of its significant growth tilt.
In general, growth companies trailed as interest rates continued to move meaningfully higher.

Returns for Class K (75/75) units at June 30, 2022 MER | Inception Date | 3month| YTD | l1year | Inception

Empire Life Multi-Strategy Canadian Equity GIF 278 Oct. 23, 2019 -1.62 -2.31 3.78 7.38
Empire Life Multi-Strategy US Equity GIF 200 Oct 23,2019 -552  -1340 -221 555
Empire Life Multi-Strategy Global 279  Oct. 23,2019 -589  -1351 -537 237
Equity GIF

Empire Life Multi-Strategy Global 239 | Oct 23,2019 -498 -916 -687  -119
Conservative Portfolio GIF

Empire Life Multi-Strategy Global 258 | Oct 23,2019 -542  -1090 -671  -061

Balanced Portfolio GIF

Empire Life Multi-Strategy Global
Moderate Growth Portfolio GIF
Empire Life Multi-Strategy Global
Growth GIF

Empire Life Multi-Strategy Global
Growth Balanced Portfolio GIF

2.64 Oct. 23, 2019 -5.68  -1194  -6.04 0.73

2.97 Jan. 18,2021 = -10.20 -20.81 | -10.56 -8.28

2.61 Jan. 18, 2021 -7.88 | -1528 -8.94 -7.14

Source: Morningstar Research Inc., as of June 30, 2022. .

Outlook and Positioning

Looking ahead, there are many challenges including stubbornly high inflation, rising interest rates, new COVID-19
variants, and the potential for slowing economic growth. In addition, all eyes will be on the second quarter earnings
reports, as investors look for direction in corporate profits and earnings. If we see signs of a slowdown, further selling
is possible. However, if earnings, and more importantly forward guidance is positive, a more stable environment, or
perhaps even a market rebound is possible.

Unfortunately, until further clarity emerges, higher than normal volatility would be expected to continue. In this type of
environment, it is important is to be diversified across different asset classes, geographies, and investment styles. This
diversification can help build portfolio resiliency which can help in a wider range of potential outcomes. The Empire
Life Multi-Strategy GIFs are very well diversified by design with an eye on managing overall portfolio risk, making them
well positioned for this type of uncertain environment. We will continue to monitor and adjust the portfolios based on
the market conditions and outlook.



This document includes forward-looking information that is based on the opinions and views of Empire Life Investments Inc. as of the date stated and

is subject to change without notice. This information should not be considered a recommendation to buy or sell nor should they be relied upon as
investment, tax or legal advice. Information contained in this report has been obtained from third party sources believed to be reliable, but accuracy cannot
be guaranteed. Empire Life Investments Inc. and its affiliates do not warrant or make any representations regarding the use or the results of the information
contained herein in terms of its correctness, accuracy, timeliness, reliability, or otherwise, and do not accept any responsibility for any loss or damage that
results from its use.

Past performance is no guarantee of future performance.

Empire Life Investments Inc., a wholly owned-subsidiary of The Empire Life Insurance Company, is the Manager of Empire Life Mutual Funds and the Portfolio
Manager of Empire Life Segregated Funds. The units of the Funds are available only in those jurisdictions where they may be lawfully offered for sale and
therein only by persons permitted to sell such units. Commissions, trailing commissions, management fees and expenses all may be associated with mutual
fund and segregated fund investments. Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated. Any
amount that is allocated to a Segregated Fund is invested at the risk of the contract owner and may increase or decrease in value. A description

of the key features of the individual variable insurance contract is contained in the Information Folder for the product being considered. Segregated Fund
policies are issued by The Empire Life Insurance Company.

©2022 Morningstar Research Inc. All rights reserved. The information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) may
not be copied or distributed; and (3) is not warranted to be accurate, complete, or timely. Neither Morningstar nor its content providers are responsible for any
damages or losses arising from any use of this information. Past performance is no guarantee of future results.

»>) For more information on products visit empire.ca.

® Registered trademark of The Empire Life Insurance Company. Policies are issued by The Empire Life Insurance Company.
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