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Pathfinder North American Equity: Stella Jones Inc.

This week, we complete our series focused on companies in our mandates that have created an “edge” for us during the
pandemic. Recently, given all of the geopolitical issues, there has been a significant focus on writing about “macro”. While
the macro situation impacts all companies, it is investments in individual businesses (i.e. the micro) that actually make up
the portfolios at Pathfinder. Macro is stubbornly difficult to predict on a consistent basis but focusing on a specific micro
situation (i.e. a company that we can invest in) can provide an opportunity for us to get an edge either through better
information or adopting an investment thesis that other investors do not value in the same way. For example, there are
companies whose business model have made them effectively recession proof and others who have actually seen
accelerated demand for their products as a result of the pandemic, Stella-Jones is one of those companies.
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replacement cycle and a majority of the existing stock are approaching the end of their lifecycle. The nature of
those two businesses means they are less impacted by the business cycle.

e Theremaining business is residential lumber, which is plywood and dimensional wood used for outdoor activities.
During the COVID-19 pandemic, this business has been doing well as households are staying home working on
renovation projects (including backyards and decks), rather than spending on travel. This was a bit of a surprise
to us at the time that we learned of by participating in 2 virtual management conference calls in March.

e The otheritem that we learned was that the business was deemed an essential service so production operations
could continue and therefore, both sales and delivery of produced product were not materially impacted.

e  The combination of all of this resulted in limited revenue impact for the company. At the same time, the stock
market discounted a significant impact to SJ’s business and the price of the stock fell significantly.

“This means that” because we understood the business model and viewed the market reaction as somewhat irrational,
we were able to add to our position for existing clients and establish a position for new clients. In this case, our edge came
from having a well-researched opinion that other investors did not value in the same way.

Michael Rudd, CFA
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Disclosure

National Instrument 31-103 requires registered firms to disclose information that a reasonable investor would expect to
know, including any material conflicts with the firm or its representatives. Doug Johnson and/or Pathfinder Asset
Management Limited are an insider of companies periodically mentioned in this report. Please visit www.paml.ca for full
disclosures.

*All returns are time weighted and net of investment management fees. Returns from the Pathfinder Partners' Fund and
Pathfinder Real Fund are presented based on the masters series of each fund. The Pathfinder North American Equity
Portfolio and The Pathfinder North American Income Portfolio are live accounts. These are actual accounts owned by the
Pathfinder Chairman (Equity) and client (High Income) which contain no legacy positions, cash flows or other Pathfinder
investment mandates or products. Monthly inception dates for each fund and portfolio are as follows: Pathfinder North
American Equity Portfolio (January 2011), Pathfinder North American High-Income Portfolio (October 2012) Pathfinder
Partners' Fund (April 2011), Pathfinder Real Fund (April, 2013), and Pathfinder International Fund (November 2014).

Pathfinder Asset Management Limited (PAML) and its affiliates may collectively beneficially own in excess of 10% of one
or more classes of the issued and outstanding equity securities mentioned in this newsletter. This publication is intended
only to convey information. It is not to be construed as an investment guide or as an offer or solicitation of an offer to buy
or sell any of the securities mentioned in it. The author has taken all usual and reasonable precautions to determine that
the information contained in this publication has been obtained from sources believed to be reliable and that the
procedures used to summarize and analyze such information are based on approved practices and principles in the
investment industry. However, the market forces underlying investment value are subject to sudden and dramatic changes
and data availability varies from one moment to the next. Consequently, neither the author nor PAML can make any
warranty as to the accuracy or completeness of information, analysis or views contained in this publication or their
usefulness or suitability in any particular circumstance. You should not undertake any investment or portfolio assessment
or other transaction on the basis of this publication, but should first consult your portfolio manager, who can assess all
relevant particulars of any proposed investment or transaction. PAML and the author accept no liability of any kind
whatsoever or any damages or losses incurred by you as a result of reliance upon or use of this publication.
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