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2018 MIDTERM ELECTIONS: DIVIDED CONGRESS

As predicted in the polls and widely expected in the marketplace, the highly-anticipated midterm election

results revealed that the Democrats were indeed able to take control of the House of Representatives, while the
Republicans retained control of the Senate. However, the power of Trump is still alive and well as the Republicans
made significant gains in the Senate, especially where the President campaigned. In this gridlock scenario,
President Trump’s party loses full control of Congress - which we expect will make it increasingly difficult to pass
major legislation and will leave President Trump without the congressional support to move his agenda forward.
In other words, the order for policy over the coming two years will largely be one of the status quo.

Specifically, both tax and healthcare reform will be highly
unlikely. We expect Republicans will have difficulty passing
Republicans are likely to have difficulty passing a second tranche
of tax cuts that Trump has previously floated, while there’s
little chance of repealing and replacing the Affordable Care Act
(ACA). However, an area of compromise (and potential upside
surprise) could be on the infrastructure side, where both Trump
and the Democrats appear to support an increase in federal
infrastructure spending that could potentially move forward

in 2019 and provide a small boost to growth in the coming
years. Importantly, these results will have little bearing on

the trade front and Trump’s protectionist agenda, where the
Democrats and Republicans are actually more aligned on their
views. However, an upside scenario does exist where Trump
seeks a deal with Chinese President Xi at the G20 Summit later
this month. Finally, the Democrats have pledged to check the
President’s power and are expected to attempt to frustrate and
stymie the President’s agenda through a flurry of investigations
and subpoenas against Trump and his aides, suggesting that
political angst in Washington is surely to remain front-and-
center going forward.

MARKET RESPONSE: NEGLIGIBLE

As this gridlock scenario was the base case leading up to the
midterms (and largely priced-in), we are seeing little in the way
of meaningful financial market impact.

¥ GLOBALEQUITIES

Equity markets are mainly higher as the passage of the
midterms has removed an element of uncertainty from the
marketplace. Moreover, a lot of nervousness had already been
swept out of valuations in the October equity rout.

¥ INTEREST RATES

As a divided government has removed the prospect for further
fiscal stimulus (tax cuts), treasury yields have declined and the
yield curve has flattened substantially — though the path of least
resistance for interest rates remains gradually higher over time.

» USDOLLAR

This divided Congress outcome has yielded some consolidation
in the greenback, owing mainly to reduced expectations for
expansive fiscal stimulus and the corresponding pullback in
treasury yields.



< ¥ FIERACAPITAL

INVESTMENT STRATEGY IMPLICATIONS: STATUS QUO % GLOBAL GROWTH TRAJECTORY

Going forward, we expect that legislative gridlock will mean Healthy and broad based, signs of recession remain elusive
status quo for both the economy and the financial markets (as
nothing gets done or undone). Furthermore, a divided congress
suggests that Democrats will be unable to roll back existing tax

® CENTRAL BANK OUTLOOK
Onward and upward with monetary policy normalization, albeit

cuts or reinstate financial regulations, while a split government gradually

with more checks and balances is likely to be supportive for % US-CHINATRADE RELATIONS

the markets in general. With the midterm elections behind Risks pertaining to protectionism linger-on, suggesting that
us, investors are likely to shift their attention back to the volatility is surely to prevail in the near-term

macroeconomic landscape at hand:
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Important Disclosures

Past performance is not a guarantee of future results. Inherent in any investment is the potential for loss.
This document is intended for information purposes only and may not be relied upon in evaluating the merits of investing in any Fiera Capital investment

vehicle or portfolio.

The information provided is proprietary to Fiera Capital Inc. and it reflects Fiera Capital’s views as of the date of this presentation. Such views are subject to change at
any point without notice. Some of the information provided herein is from third party sources and/or compiled internally based on internal and/or external sources and
are believed to be reliable at time of production but such information is not guaranteed for accuracy or completeness and was not independently verified. Fiera Capital is
not responsible for any errors arising in connection with the preparation of the data provided herein. No representation, warranty, or undertaking, express or implied, is
given as to the accuracy or completeness of such information by Fiera Capital or any other person; no reliance may be placed for any purpose on such information; and no
liability is accepted by any person for the accuracy and completeness of any such information.

These materials are not intended as investment advice or a recommendation of any security or investment strategy for a specific recipient. Investments or strategies
described herein are provided as general market commentary, and there may be no account or fund managed by Fiera Capital for which investments or strategies
described herein are suitable due to the various types of accounts or funds that are managed by Fiera Capital. Nothing herein constitutes an offer to sell, or solicitation of
an offer to purchase, any securities, nor does it constitute an endorsement with respect to any investment area or vehicle.

Any investment described herein is an example only and is not a representation that the same or even similar investment scenario will arise in the future or that
investments made will be as profitable as this example or will not result in a loss to such any investment vehicles. All returns are purely historical, are no indication of
future performance and are subject to adjustment.

International investing involves risks such as currency and political risk, increased volatility and differences in auditing and financial standards. Emerging-markets
securities can be significantly more volatile than securities in developed countries. Currency and political risks are accentuated in emerging markets.

FORWARD-LOOKING STATEMENTS

Discussions regarding potential future events and their impact on the markets are based solely on historic information and Fiera Capital’s estimates and/or opinions,
and are provided for illustrative purposes only. A number of the comments in this document are based on current expectations and are considered “forward-looking
statements”. Actual future results, however, may prove to be different from expectations. The opinions expressed are a reflection of Fiera Capital’s best judgment at the
time this document is compiled, are subject to change at any time without prior notice, cannot be guaranteed as being accurate, and any obligation to update or alter
forward-looking statements as a result of new information, future events, or otherwise is disclaimed. Furthermore, these views are not intended to predict or guarantee
the future performance of any individual investment strategy/style, security, asset class, markets generally, nor are they intended to predict the future performance of
any Fiera Capital investment vehicle or portfolio.

PERFORMANCE

Past performance is no guarantee of future results. All investments involve risk including loss of principal. It should not be assumed that the portfolio holdings or
investments made in the future will be profitable or will equal the performance of those discussed herein. The investment environment and market conditions may be
markedly different in the future and investment returns will fluctuate in value.

Different types of investments involve varying degrees of risk, and there can be no assurance that any specific investment will be profitable or suitable for a particular
investor’s financial situation or risk tolerance. Asset allocation and portfolio diversification cannot assure or guarantee better performance and cannot eliminate the risk
of investment losses.



