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Alimentation Couche-Tard —
Not Your Average Corner Store

Alimentation Couche-Tard (TSX: ATD.A/B) is a Canadian based retail giant that owns and operates a network
of convenience stores in multiple locations around the world. In the U.S., Couche-Tard stores operate under
the Circle-K and Corner Store banners and under the Statoil brand name in Europe. In total, the company
operates or licenses approximately 9,000 stores in North America, over 2,700 in Europe, and 2,000 in other
parts of the world. Couche-Tard is the second largest convenience store in North America after 7-Eleven.

Roughly three-quarters of the company’s revenues are generated from the sale of fuel products with the
remainder from food/grocery, lottery tickets, automatic banking machines, and a variety of other
‘convenience’ products. The fact that the company relies heavily on fuel sales creates a sensitivity to
economic factors that includes fuel prices and fuel demand. Global demand for fuel has softened since the
first quarter of 2020 as pandemic-related lockdowns and work-from-home has drastically reduced work-
related travel.

On January 4, ATD confirmed that the company was in discussions with Carrefour SA, the French food
retailing giant and the largest publicly held employer in France. In addition to its domestic operations,
Carrefour has a significant presence in other European countries and Latin America. While the majority of
Carrefour’s store locations can be classified as ‘convenience’, the company also has a large network of
‘supermarket’ and ‘grocery mart’ stores. The proposal from ATD suggests the company is willing to step
outside its traditional focus on convenience and into grocery. This caught many investors by surprise.

Couch-Tard is widely recognized as one of the best managed companies in the retaining space. Among core
competencies is ATD’s ability to grow through acquisitions. Management’s track record in creating value
through acquisitions has been excellent. In late 2019, ATD made a proposal to acquire Australia’s Caltrex Ltd.,
a convenience operator in the Asia-Pacific market. Ultimately, given the facts that the Caltrex proposal drew
a competitive bid and that the uncertainty resulting from diminished pandemic-related fuel demand was
material, Couch-Tard withdrew the offer.
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Although the recent proposal to acquire Carrefour was swiftly rejected by the French government, there
remains speculation that a business relationship between Carrefour and Couche-Tard could develop. Couche-
Tard’s core operational expertise (merchandising, distribution, fuel) may lead to a win-win relationship
between the two retailing giants. Such an outcome would likely lead to reassurance that Couche-Tard is not
truly interested in entering the grocery business, and industry that is highly competitive.

Following the Carrefour announcement, nervous investors have pressured ATD shares. In our view, the
company is among the best in the retail sector, is extremely well managed, has time proven expertise in
growth through acquisitions, and it a true innovator. Recent weakness is as a welcomed opportunity to add
shares in a company we as ‘best in class’. The Palos Equity Income Fund and the Palos Income Fund have
been investors in ATD shares since 2017 and we recently added to our position.

Follow us on LinkedIn:
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Important Reminder to Contribute to Your RRSP and TFSA

RRSP Benefits:

e RRSP contributions are tax deductible.

e Savings grow tax free while held in a registered plan.

e When you retire, you can convert your RRSP to an RRIF receive regular income.

e A spousal RRSP can reduce your combined tax burden.

e You can borrow from your RRSP to buy your first home or pay for your education.

RRSP Contribution Details :

e The deadline for making your 2020 RRSP contribution is March 1, 2021.

e  Your 2020 RRSP contribution limit is calculated as 18% of your earned up to a maximum of $27,230.
For 2021 the maximum is $27,830.

e If you've already made your 2020 RRSP contribution, consider making your 2021 contribution now to
benefit from the power of tax-deferred growth.

e Unused contributions can be carried forward from a previous year. You can find your RRSP
contribution information on your most recent CRA Notice of Assessment, or by calling the CRA Tax
Information Phone Service (TIPS) at 1-800-267-6999.

TFSA Benefits :

e Capital gains and income are exempt from paying taxes - true tax-free saving.

e You do not need earned income to contribute.

e You can make a withdrawal whenever you want, without penalty or paying tax.
e \Withdrawals can be re-contributed the following year without penalty.

TFSA Contribution Details:

e The annual contribution limit for 2020 is $6,000 and the same for 2021 ($6,000).

e The TFSA contribution room is cumulative and has been offered to Canadians since 2009. Unused
contribution room carries forward and is currently capped at $75,500.

e Anyone 18 older who has a Social Insurance Number is eligible to open a TFSA.

The sooner you start contributing to an RRSP or TFSA, the more money you’ll have when it’s time to retire. There’s
nothing like the power of tax-free compounding returns.

If you would like to open, contribute, or have any questions about RRSP or TFSA accounts, please contact your Palos
Advisor.
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Rappel important pour cotiser a votre REER et a votre CELI

REER Avantages:

e Les cotisations a un REER sont déductibles d’'imp6t.

e Vos épargnes augmentent a |'abri de I'imp6t.

e Lorsque vous prenez votre retraite, vous pouvez convertir votre REER dans un (FERR) pour obtenir un
revenu régulier.

e Un REER de conjoint peut réduire votre fardeau fiscal combiné.

e Vous pouvez emprunter de votre REER pour acheter votre premiére maison ou payer vos études.

Détails sur la cotisation au REER :

e La date limite pour verser votre cotisation REER 2020 est le 1er mars 2021.

e Votre plafond de cotisation REER 2020 est basé sur les droits de cotisation inutilisés reportés de 2020
et le montant de votre cotisation 2020 (18% du revenu gagné de votre exercice précédent, sous
réserve d’un plafond de 27 830S en 2020).

e Sivous avez déja effectué votre cotisation 2020, songez maintenant a cotiser a votre REER de 2020
pour bénéficier de la plus-value d'un REER avec imp0t différé. La limite de cotisation maximale a un
REER pour 2020 est de 27 830 S.

CELI Avantages:

e Vous pouvez économiser en franchise d'imp6t.

e Vous n’avez pas besoin de gagner un revenu pour cotiser.

e Vous pouvez retirer I'argent quand vous le souhaitez, sans payer d'impot.

e Sivous retirez de I'argent, vous pouvez réinvestir ce montant I'année suivante.

Détails sur la cotisation CELI:

e Lalimite de contribution annuelle pour 2019 est de 6 000 S.

e Les droits de cotisation CELI sont cumulatifs et s’accumulent depuis 2009. Les droits de cotisation
inutilisés sont reportés, jusqu’a présent le maximum accumulé est de 75 500 S.

e Toute personne agée de 18 ans qui possede un numéro d'assurance sociale est admissible a ouvrir un
CELI.

e Renseignements sur les cotisations REER sur votre plus récent avis de cotisation de I'ARC, ou en
appelant le Systéme électronique de renseignements par téléphone (SERT) au 1-800-267-6999.

Plus t6t vous commencez a cotiser a un REER ou a un CELI, plus le montant au moment de prendre votre retraite sera
important. Rien ne vaut le pouvoir (n’égal la puissance) des rendements composés libres d’imp6t. Si vous souhaitez
ouvrir, cotiser ou si vous avez des questions sur les REER ou CELI, veuillez communiquer avec votre conseiller Palos.
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Chart 1: Palos Domestic Funds versus Benchmarks (Total Returns) * FundServ NAVPS YTD Returns
Palos Income Fund L.P. PAL100 $9.01 2.99%
Palos Equity Income Fund - RRSP PAL101 $6.58 3.06%
Palos Merchant Fund L.P. (Dec 31, 2019)° PAL500 $1.71 20.15%
Palos WP Growth Fund - RRSP PAL210 $19.48 22.03%
Palos-Mitchell Alpha Fund’ PAL300 $12.75 7.11%
S&P TSX Composite (Total Return with dividends reinvested) 2.50%
S&P 500 (Total Return with dividends reinvested) 2.35%
S&P TSX Venture (Total Return with dividends reinvested) 8.23%
US Government 10-Year 1.09%
Canadian Government 10-Year 0.85%
Crude Oil Spot US $52.27
Gold Spot US $1856.20
US Gov't10-Year/Moody BAA Corp. Spread 213 bps
USD/CAD Exchange Rate Spot US $0.7853

1

Period ending January 22, 2021. Data extracted from Bloomberg
2

Fund is priced annually

3 Fund is priced weekly on Tuesdays
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Disclaimer:

This publication is proprietary to Palos Management Inc. (along with its affiliate Palos Wealth Management Inc., “Palos”). This publication may
be copied, downloaded, stored in a retrieval system, further transmitted, reproduced, disseminated, and/or transferred, in any form or by any
means, but only as long as it is unaltered and attributed to Palos. This publication and its contents may not be sold or licensed without Palos’
written permission. The information and opinions contained herein have been compiled or arrived at from sources believed reliable but no
representation or warranty, express or implied, is made or implied regarding accuracy or completeness. The information provided does not
constitute investment advice and it should not be relied upon on as such. If you have received this communication in error, please notify us
immediately by electronic mail or telephone. This document may contain certain forward-looking statements that are not guarantees of future
performance and future results could be materially different. Past performance is not a guarantee of future performance. “S&P” is a registered
trademark of Standard and Poor’s Financial Services LLC. “TSX” is a registered trademark of TSX Inc. The Bloomberg USD High Yield Corporate
Bond Index is a rules-based, market value weighted index engineered to measure publicly issued noninvestment grade USD fixed rate, taxable,
corporate bonds. To be included in the index a security must have a minimum par amount of 250MM.
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