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Why Invest in Commercial Mortgages?
Mortgages Provide a Stable Source of Return

Diversified portfolio with attractive reward-for-risk characteristics
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Sector

Quality

Credit curve
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Security selection
Foreign issuers

High Yield Mortgages

~
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£ Conventional Mortgages |

Security selection

= Aim to provide consistent
value-added

= Breadth of strategies,
deep investment teams,
strong external
partnerships

= Target best return/risk
opportunities
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Canadian Commercial Mortgages & Market Characteristics

Mortgages that are secured by commercial real estate assets

> Core property types include industrial, retail, office and multi-residential apartment buildings

Most assets are income-producing with stable and predictable cash flows
* Long-term leases provide forward visibility

Mortgages have a direct claim against a tangible asset

« Mortgages can also include additional security like guarantees and other collateral support

There is no public market for trading direct commercial mortgages
* Lenders typically have buy and hold strategy

* Lenders predominately employ conservative underwriting standards to limit credit risk through
term ‘

Private markets are characterized by illiquidity and information asymmetry
+ Mortgage market inefficiencies can be capitalized on to improve returns

* Investors are compensated with an illiquidity premium relative to other more liquid fixed
income asset classes

MFA — September 2019 4 Puicuips. HaGER & NORTH

Investment gestion
Management” de placements”



Canadian Commercial Mortgage Market Update

Mortgages continue to be an attractive investment opportunity
« Competition remains strong as many lenders are active
« Mortgage spreads have compressed this year but still remain attractive on a relative basis

Commercial real estate fundamentals remain strong in Canada
« Vacancy levels remain low in most core markets and assets
« Income growth continues to be strong with rental rates increasing steadily

Government of Canada yields have compressed meaningfully (-.5%) year to date

» This has lowered the yield being earned on new mortgage investments

Performance of our mortgages remains strong with no defaults or arrears in the MPT
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Conventional Mortgage Example
Richmond Office

Address 5611 Cooney Road, Richmond, BC

Loan Amount $11,500,000

Amortization 25 Years

Term 5 Years

Coupon 3.57%

Spread 140 bps -
Property Value $18,150,000

Loan-to-Value 63% ,] T
Cash Flow AR

Coverage e Lulu Island
Guarantor(s) Corporate Recourse
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MFA Mortgage Fund

MFA Mortgage Fund

PH&N Short Term Bond &
Mortgage Fund
(20% Target Allocation®)

PH&N Mortgage Pension Trust
(80% Target Allocation*)

= slabiity ar capidl - Access to liquidity premium
» Diversified portfolio of actively

managed bonds and mortgages » Diversification and yield

enhancement

« Strong liquidity provides ability

s 31 hi
to invest immediately o 6 month investment queue

< A

»

*Target allocation may be adjusted depending on subscriptions and redemptions
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PH&N Mortgage Pension Trust
August 31, 2019

Portfolio Statistics Portfolio Constraints of PH&N MPT
AUM: $4,613.5 million First mortgages only on income producing
No. of Mortgages: 670 properties in Canada
Weighted Avg Spread': 182 basis points Minimum cash flow coverage of 1.25x
Modified Duration: 2.96 years Maximum loan-to-value of 75%
Yield-to-Maturity: 2.94% Maximum term to maturity of 11 years
Weighted Amortization: 21.31 years* No mortgage >2.5% of the market value of the
Coverage Ratios: Cash Flow Coverage = 1.7x portfolio unless government guaranteed; then not
Loan/Value = 57% >3.5%
Property Type Geographic Distribution
Bonds & Short Bonds & Short
Mixed Use Term Quebec Term
07% __126% o, 0 e 20%  Other

3.4% Multi- 4.5%

- 3
o Xty

‘J-“' e

Retail g Residential
24.9% = 14.3%
B.C.
16.2%
Ontario
) 45.0%
Industrial Alberta
15.4% o
Office ‘ 11.2%
18.7%
' Over equivalent term Canada issues
Yield is reported on a gross-of-fee basis, Series O, standard performance available in the appendix
* Excludes interest only mortgages which represent 11.5% of the total mortgages
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PH&N Short Term Bond & Mortgage Fund
| Portfolio Structure — August 31, 2019

Corporate

44.9%

Sector Distribution

Cash & Short Gov't of .
Term Mortgages Canada
2.4% 5.5% 10.5% Federal
Agencies
24.0%

Provincial
12.7%
Portfolio Modified Duration: 2.57 yrs
Benchmark™* Modified Duration: 2.72 yrs
Difference -0.15 yrs
Portfolio Yield to Maturity**: 1.81%
Benchmark* Yield to Maturity: 1.71%
Incremental +0.10%

Benchmark represents FTSE Canada Short Term Overall Bond Index
** Yield is reported on a gross-of-fee basis; Series O

*

Source: FTSE Global Debt Capital Markets Inc., BondLab
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Moderate short duration profile

+ Tactical adjustments as interest rates fluctuate
Underweight provincials; overweight government agency
bonds
Slight overweight exposure to corporate bonds

+ Cautious due to fundamental concerns

« Bias towards high quality and less cyclical issuers
Mortgage exposure only on income-producing, multi-
residential properties in Canada

* Mixture of conventional and CMHC-guaranteed

« Average cash flow coverage of 1.6x

« Average loan-to-value of 58%

High Quality Portfolio

Cash & Short Term 2.4%
AAA 37.0%
AA 22.6%
A 15.3%
BBB 16.8%
BB & below 0.4%
Mortgages 5.5%
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MFA Mortgage Fund
Lower Liquidity Provides Yield Enhancement Opportunity

As of August 31, 2019

3.00

MFA Mortgage Fund
2.50

2.00

o
1.50 MFA Bond Fund

Yield Net of PH&N Fee (%)

1.00
0.50

0.00 . = — : - -
0.00 0.50 1.00 1.50 2.00 2.50 3.00 3.50 4.00
Average Term to Maturity (yrs)
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MFA Pooled Mortgage Fund - Initial Intake and Documentation

PHASE 1

Queue Process

1. MFA to contact the small group of “test” clients who have already participated in an
educational seminar

2. Client to give a soft indication of amount of contribution
3. MFA to advise PH&N of potential commitment
4. PH&N to put into the initial pre-launch queue

Mid October

1. Send new Enroliment documentation to be completed

2. 1stcall for funds within 2 to 3 months (Subscription form to be used or can transfer from
another fund)

3. Client may only be called for a portion of initial commitment prorated

4. 6-8 months client can expect to be fully invested

* initial subscriptions to go directly into purchasing units of the PH&N MPT
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Long Term Investment Performance
as at August 31, 2019

Three One Three Four Five Ten

Months Year Years Years Years Years

(%) (%) (%) (%) (%) (%)

PH&N Mortgage Pension Trust* 1.62 5.93 3.27 3.26 3.52 4.52
PH&N Short Term Bond &

Mortgage Fund* 0.90 458 1.95 2.05 2.30 2.84
FTSE Canada Short Term

\ Overall Bond Index 080 454 169 165 197 248

* Series O returns. Total returns are gross-of-fee and reported in Canadian dollars. Periods less than one year are not annualized
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RBC GAM Canadian Fixed Income - Mortgages
June 30, 2019

Inception Date: January 1, 2002
Benchmark: FTSE Canada Short Term Overall Bond Index
Currency: CAD

Annual Returns

Composite Benchmark Composite Benchmark Number Internal Composite Firm
Gross Return Return 3-Yr St Dev 3-Yr St Dev of Dispersion Assets Assets
Year End 3] {34} (%) (%} Portfolios (%) {millions) (millions)
2009 5.59 454 257 212 2 520 1,081.2 239,783.0
2010 8§24 358 264 2.34 3 Q.19 1,282.0 251,728.7
2011 6.82 465 267 1.84 2 0.19 14310 2494363
12 N 2.01 224 1.60 1 - 1,621.9 277516.2
2013 240 1.74 1.83 1.18 1 - 1,843 6 3144144
2014 627 308 1.65 1.05 1 - 25704 350,938.5
20Ms 395 261 2.08 1.47 1 - 3,2462 383,256.3
215 2.19 1.01 1.88 1.39 1 - 3,627.7 388,749.0
17 253 008 2109 1.59 1 - 4,036.5 417,179.7
2018 4.35 191 175 1.23 1 - 4,467 4 417,728.2
YTD 20119 244 267 1.73 1.33 1 - 45103 4529889
Annualized Returns (%)
Composite andior Benchmark QTD YTD 1 Year 3 Year 5 Year 7 Year 10 Year
Composite - Gross of Fees 1.50 l44 520 315 3.83 3.63 4.66
Benchmark D82 267 408 153 1.91 202 254

Tne GIPS® Compiiant Presentation 's ncomplets without the full disclosures. continued on the next page
nia = not applicable
St Dev = Standarc Deviation
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RBC GAM Canadian Fixed Income - Mortgages
June 30, 2019

Inception Date: January 1, 2002
Benchmark: FTSE Canada Short Term Overall Bond Index
Currency: CAD

Description of the Firm: For the purposes of Global Investment Performance Standards {GIPS®). RBC Global Asset Management is the asset management division of Royal Bank of Canada (RBC), operating under the following
brands: RBC Global Asset Management (RBC G&M) in Canada. the U.S. (instituticnal). the U.K. and Hong Kong; Phillips, Hager & North Investment Management (institutional); and BlueBay Asset Management (institutional). With
cffices around the worid, RBC GAM offers a full range of global investment solutions in cash management and fixed income, equity, balanced, altemative and specialty investment strategies through mutual funds, hedge funds,
pooled funds and separately managed accounts. The RBC GAM group of companies has more than C$417 billion (USS$30S billion) in assets under management as at December 31, 2018. RBC purchased Phillips. Hager & North
Investment Management, including the assets of Bona'/ista Asset Management, on May 1, 2008, and BlueBay Asset Management on December 17. 2010. A complete list and description of the firm's composites and performance
results is available upon request.

Compliance Statement: RBC GAM claims compiiance with the Global investment Performance Standards {GIPS®) and has prepared and presenned this report in compliance with the GIPS® standarde. RBC GAM has been
independently verfied for the periods January 1, 2002 through December 31, 2018. The verification report(s) is/are available upcn reguest. ‘/erification assesses whether (1) the firm has complied with all the composite
corstruction reguirements of the GIFST standards on a firm-wide basis and {2\ the firm's policies and procedures are designed to calculate and present performance in compliance with the GIPS® standards. Verification does not
ensure e accuracy of any specific composite presentaton.

Composite Description: This composite includes taxable or non-taxable, and segregated {or pooled fund) portfolios which nvests in mortgages and cash. Asset mix range guidelines are as follows: First mortgages 75-90%, and
fixed income investments including cash and equivalents 10-25%.

Benchmark: FTSE Canada Shor-Term Bond Index
Gross of Fees: Gross-of-fee returns are presented prior to the deduction of management fees but after the deduction of brokerage commissions and applicable non-resident withholding taxes paid

Performance Calculations: Results are based on all fully discretionary accounts meeting the composite definition. including those accounts ne longer with the firm. Retums are shown in Canadian Dollars, and include the
reinvestment of all income. Addifonal information regarding policies for valuing portfolios, calculating performance, and preparing presentations is available upon reguest. Past parformance is not indicative of future results.

Composite Dispersion: The composite dispersion of annual returns is indicated by the performance of individual accounts representing the equal weighted standard deviation of retums. Dispersion of retums is calculated for
porticlics included mn the composite for the full year.

3-Year Standard Deviation: Periods with less than 3 y=ars of data will show "n/a”
Derivatives, Leverage and Short Positions: Mone of these strategies is cumrently empioyed by any accounts in this composite.

Fee Schedule: The standard management fee for portfolios in the mandate is 0.54% per annum on the first $10 million. 0.41% per annum on the next $10 million. 0.27% per annum on the next $100 million, 0.20% per annum on
the next $380 million and D_14% on amounts over $500 million. This may not necessanly represent the actual fee charged.

Minimum Account Size: This Composite includes all fee-paying, discretionary portfohos. Prior to January 2012, portfolos must have a minimum market value of $2 000 000.
Creation Date: January 1, 2002

GIPS® ie a ragisterad trademark ownad by CFA Institute
=™ Trademarkis| of Royal Bank of Canada. Used under license. € RBC Global Asset Management inc., 2018
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RBC GAM Canadian Fixed Income - Short Term (PH&N IM)

June 30, 2019

Inception Date: January 1, 1993
Benchmark: FTSE Canada Short Term Overall Bond Index
Currency: CAD

Annual Returns

Composite Benchmark Composite Benchmark Mumber Internal Composite Firm
Gross Return Return 3-Yr St Dev 3-Yr St Dev of Dispersion Assets Assets
Year End %) %) [%) (%) Portfolios (%) (millions) (millions)
2pLe 740 454 214 212 3 1.30 2,487 4 239,783.0
2010 412 358 232 2.4 11 Q.79 40280 251,728.7
2011 423 455 1.74 1.84 12 046 5,288.8 249436.3
2012 27 201 142 1.60 9 024 584538 277,516.2
2013 205 174 0.99 1.18 9 021 5,8556 3144144
2014 354 306 0.97 1.05 3 023 6,7319 350,938.5
2015 28 261 141 1.47 a LR 7.346.4 383,256.3
2016 [ g 101 1.33 1.39 T 0.08 8,004.1 388,749.0
207 052 008 1.51 1.59 3 0.16 8.057.7 4171797
2018 210 191 122 1.23 L} o1 9,1202 417,728.2
YTD 2019 272 267 1.28 1.33 ] Q.06 10,329.0 452,988.9
Annualized Returns (%)
Composite and'or Benchmark aTD 1 Year 3 Year 5 Year 7 Year 10 Year
Composte - Gross of Fees 4.18 187 2.30 244 2.03
Berchmark 403 153 1.91 202 254

The GIPSE Compiiant Presentation is mncomplete without the full disciosures. continued on the next page

n'a = not applicasie
St Dew = Standard Desiation
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RBC GAM Canadian Fixed Income - Short Term (PH&N IM)
June 30, 2019

Inception Date: January 1, 1993
Benchmark: FTSE Canada Short Term Overall Bond Index
Currency: CAD

Description of the Firm: For the purposes of Global Investment Performance Standards (GIPS®) RBC Global Asset Management is the asset management division of Royal Bank of Canada (RBC), operating under the following
brands: RBC Global Asset Managament (RBC GAM) in Canada. the U.S. {institutional). the U.K. and Hong Kong; Phillips, Hager & North Investment Management (institutional); and BlueBay Asset Management (institutional). With
offices around the worid, RBC GAM offers a full range of global investment solutions in cash management and fixed income, equity, balanced, altemative and specialty investment strategies through mutual funds, hedge funds,
pooled funds and separately managed accounts. The RBC GAM group of companies has more than C$417 billion (USS305 billion) in assets under management as at December 31, 2018. RBC purchased Phillips, Hager & North
Inwestment Management, including the assets of Bona'/ista Asset Management, on May 1, 2008, and BlueBay Asset Management on December 17 2010. A complete list and description of the firm's composites and performance
results is available upon request.

Compliance Statement: RBC GAM claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS® standards. RBC GAM has been
ndependenty verfied for the periods January 1, 2002 through December 31, 2018. The venfication report(s) is/are available upon request. \Verification assesses whether (1) the firm has complied with all the composite
construction raguirements of the GIPST standards on a fim-wide basis and (2) the firm's policies and procedures are designad to calculate and present performance in compliance with the GIPS® standards. Verification does not
ensure the accuracy of any specific composite presentason

Composite Description: This composite includes taxable or non-taxable, and segregated (or pooled fund) portfolios which invests in bonds andfor - mortgages and cash. Asset mix range guidelines are as follows: Bonds and
morigages 70-100%, and cash and eguivalents 0-30%. The average term to maturity of the portfolios will range between 2 and 4 years.

Benchmark: The benchmark returns are based on the following indices for the periods noted: - FTSE Canada Short-Term (effective October 2007) - SC Short-Term (previous to October 2007)

Gross of Fees: Gross-of-fee retumns are presented prior to the deduction of management fees. but after the deduction of brokerage commissions and applicable non-resident withholding taxes paid.

Performance Calculations: Results are based on all fully discretionary accounts meeting the compesite definiton. inciuding those accounts no longer wath the firm. Returns are shown in Canadian Dollars, and include the
remnwestment of all income. Additonal information regarding policies for valuing portfolios, calculating performance, and preparing presentations is available upon request. Past performance is not indicative of future resuits.

Composite Dispersion: The compgsite dispersion of annual returns is indicated by the performance of individual accounts representing the equal weighted standard dewiation of retums. Dispersion of retumns is calculated for
porticios inciuded im the composite for the full year.

3-Year Standard Deviation: Periods with less than 2 years of data wil show "nia”.
Derivatives, Leverage and Short Positions: As part of its investment strategy. a portfolio included in this composite uses denvatives, such as futures. cumency forwards, and opbons, for hedging purposes to protect against

losses from changes in interest rates and market indices. All futures positions are backed by assets, so that there is no leverage from using these strategies. Currency forwards are used to remove the risk of currency exposure
‘when taking a position in a foreign bond market. Options are used to improve the yield of the portfclic or to implement a view on interest rate moves.

Fee Schedule: The standard management fee for portfolios in the mandate s 0.26% per annum on the first $10 millken, 0.20% per annum on the next $10 million, 0.13% per annum on the next $100 million, 0.10% per annum on
the next $280 milion and 0 07% on amounts over $500 million. This may nct necessanly represent the actual fee charged.

Minimum Account Size: This Composite includes all fee-paying, discretionary portfolios. Prior to January 2012, portfolios must have a minimum market value of $2,000.000.
Creation Date: January 1, 1554

Composite History: In Q4 2015 several porticlics were discovered tc have deen in this composite emoneously since 2010 or later. They were retroactively removed and an eror correction issued.
GIPS® is a register=¢ tracemark owned by CFA Institute.
™ Trademarkis) of Royal Bank of Canada. Used under license. 2 RBC Global Asset Management Inc., 2018
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Disclaimer

This presentation is intended for institutional investors only.

This document has been provided by Phillips, Hager & North Investment Management (PH&N IM) for information purposes only and may not be reproduced, distributed or
published without the written consent of PH&N IM. It is not intended to provide professional advice and should not be relied upon in that regard.

PH&N IM takes reasonable steps to provide up-to-date, accurate and reliable information, and believes the information to be so when printed. PH&N IM reserves the _right at any
time and without notice to change, amend or cease publication of the information. Information obtained from third parties is believed to be reliable, but no representation or

warranty, express or implied, is made by PH&N IM, its affiliates or any other person as to its accuracy, completeness or correctness. We assume no responsibility for any errors
or omissions.

This information is not intended to be an offer or solicitation to buy or sell securities or to participate in or subscribe for any service. No securities are being offered, except
pursuant and subject to the respective offering documents and subscription materials, which shall be provided to qualified investors. This document is for general information only
and is not, nor does it purport to be, a complete description of an investment in any RBC, PH&N or BlueBay funds. If there is an inconsistency between this document and the
respective offering documents, the provisions of the respective offering documents shall prevail.

Commissions, trailing commissions, management fees and expenses all may be associated with the funds mentioned in this presentation. Please read the offering materials for a
particular fund before investing. The performance data provided are historical returns, they are not intended to reflect future values of any of the funds or returns on investment in
these funds mentioned in this presentation. Further, the performance data provided assumes reinvestment of distributions only and does not take into account sales, redemption,
distribution or optional charges or income taxes payable by any unitholder that would have reduced returns. The unit values of non-money market funds change frequently. For
money market funds, there can be no assurances that the fund will be able to maintain its net asset value per unit at a constant amount or that the full amount of your investment
in the fund will be returned to you. Mutual fund securities are not guaranteed by the Canada Deposit Insurance Corporation or by any other government deposit insurer. Past
performance may not be repeated. The amount of risk associated with any particular investment depends largely on the investor's own circumstances. Investors should consult
their professional advisors/consultants regarding the suitability of the investment solutions mentioned in this presentation.

This document may contain forward-looking statements about general economic factors which are not guarantees of future performance. Forward-looking statements involve
inherent risk and uncertainties, so it is possible that predictions, forecasts, projections and other forward-looking statements will not be achieved. We caution you not to place
undue reliance on these statements as a number of important factors could cause actual events or results to differ materially from those expressed or implied in any forward-
looking statement. All opinions in forward-looking statements are subject to change without notice and are provided in good faith but without legal responsibility.

PH&N IM is a division of RBC Global Asset Management Inc. (RBC GAM Inc.). RBC GAM Inc. is the manager and principal portfolio adviser of the Phillips, Hager & North
(PH&N) investment funds and RBC Funds.

RBC Global Asset Management is the asset management division of Royal Bank of Canada (RBC) which includes RBC GAM Inc., RBC Global Asset Management (U.S.) Inc.,
RBC Global Asset Management (UK) Limited, RBC Global Asset Management (Asia) Limited, and BlueBay Asset Management LLP, which are separate, but affiliated
subsidiaries of RBC.

© RBC Global Asset Management Inc., 2019.
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