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Executive summary

The quality factor has outperformed the market significantly over the last 30 years.

Quality had strong absolute performance in 2025, but lagged the market on a relative basis despite being the best-performing
factor over the prior decade.

The quality factor sold off after overvaluation, starting 2025 at the widest relative valuation premium versus the market since
the pandemic.

2025 was the worst year for international quality relative performance in history.

In the second half of 2024, quality traded more than +1 standard deviation above its long-term relative valuation average,
indicating overvaluation.

Following 2025's relative underperformance, the quality factor now trades around -1 standard deviation below its long-term
relative valuation average and we now view the factor as attractively valued.

For 2026, the quality factor is expected to deliver faster EPS growth than the market.

The CIBC International Growth Strategy offers an effective way to gain access to quality as a core holding within a diversified
portfolio.
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International quality factor has outperformed over the last 30 years

For decades, investors have targeted certain quantifiable characteristics or “factors” to seek long-term investment returns above
their benchmarks. Common factors include quality, low volatility, size (small-cap), momentum, growth, and value, among others.
Investment approaches that target the quality factor have historically outperformed. Using International (MSCI ACWI ex USA
Index) and European (MSCI Europe Quality Index) quality factor indices since their respective inception dates in 2001 and 1986,
the quality factor has outperformed the market by 1.82% and 1.32% annualized, as at November 30, 2025. From a portfolio
construction standpoint, this has supported maintaining a strategic allocation to quality as a core factor exposure.
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The worst year for quality in history

In 2025, the factor narrative shifted materially. Although all International factors posted double-digit absolute returns, quality
lagged the market on a relative basis despite being the best-performing factor over the prior decade.
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Growth of $10k: Europe quality vs market
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Following Liberation Day, market conditions turned more speculative, favouring lower-quality value and momentum stocks which
outperformed the broader market. A cyclical earnings recovery in financials and industrials, alongside improved fundamentals

in energy and materials sectors supported value stocks. As strong as momentum and value were in 2025, their outperformance
partly reflected the starting-point overvaluation of quality heading into the year.
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Quality companies typically trade at premium valuations due to strong margins and profitability, lower leverage, and high returns
on invested capital. Softer attributes also support higher multiples, including capable management teams, and incentives aligned
with shareholders. However, the quality factor sold off after overvaluation in the second half of 2024, trading at one of its widest
relative valuation premiums versus the MSCI ACWI ex USA index since the pandemic. As we entered 2025, we observed a rotation
out of higher-valuation segments and into cheaper parts of the International market. We view this rotation as cyclically justified but
atypical to long-term factor behaviour. Dating back to 1999, 2025 was the worst year for international quality relative performance
since index inception. Similarly in Europe, 2025 was the second-worst year for quality since the index's inception in 1987.

MSCI ACWI ex US Quality Index - MSCI ACWI ex US Index: Calendar year relative returns since inception (1999 to 2025)
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The quality factor is not broken but has been repriced, and we believe this positions high-quality equities for a favourable setup
in 2026 and beyond.
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A strong setup for 2026

Following the sell-off which began in 2024, the quality factor now trades at an attractive valuation relative to the market.

Last 10 years - Forward P/E Ratio Spread: International Quality - Index
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In the second half of 2024, quality traded more than +1 standard deviation above its long-term relative valuation average,
indicating overvaluation. Following 2025's relative underperformance, the quality factor now trades around -1 standard deviation
below its long-term relative valuation average. We view the factor as now attractively valued.

In addition to more attractive valuations, quality stocks are expected to deliver faster 2026 earnings growth than the broader
market in both Europe and International markets.
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Earnings per share (EPS) growth indicates whether a company is becoming more profitable over time. A rising EPS typically means
the company is making more money for each share owned. For 2026, the quality factor is expected to deliver faster EPS growth
than the market. This outlook is supported by multiple catalysts, including expanded European fiscal spending, increased defense
expenditure amid an increasingly unstable geopolitical backdrop, technology and artificial intelligence catch-up in international
markets, as well as potential deregulation that could reduce business regulatory burden. Taken together, these catalysts combined
with more attractive valuations position quality well over the medium-term.
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CIBC International Growth Strategy has a quality and growth bias

The CIBC International Growth Strategy is a core portfolio that invests in high-quality companies with above-average growth,
trading at attractive valuations. We invest in companies with defendable and thriving business models, superior profitability,
high returns on invested capital and cash-flow generation, as well as consistency. We also look for strong balance sheets and
low leverage. We also draw on over 200 C-suite company meetings annually to enhance our assessment of quality across the
companies we research. Given our approach, we tend to skew towards having a quality and growth bias.

As we begin 2026, we believe the quality factor is behaving consistently with historical patterns, underperforming early in risk-on
recoveries with the potential to transition to relative strength as the expansion broadens and earnings visibility improves. US equity
market valuations remain elevated versus historical measures, and many of the drivers that supported international equity market
outperformance in 2025 versus the US persist. Valuations in international markets are relatively more attractive, and we view the
setup for quality heading into 2026 as favorable for investors considering exposure. We continue to recommend quality as a core
factor exposure and believe the CIBC International Growth Strategy offers an effective way to gain access within a diversified portfolio.

About the team

| Daniel P. Delany, CFA, Co-Lead Portfolio Manager

“;;‘;* Dan Delany is an equities portfolio manager with more than 20 years of industry experience. Prior to joining
\gf Geneva Advisors, which became part of CIBC in 2017, he was a portfolio manager and investment analyst at
‘w Oak Ridge Investments in Chicago. He began his investment career at Kemper Funds in 1993 and later worked

for UBS AG in Europe and William Blair & Company in Chicago. Dan received his Bachelor of Arts degree in
international affairs from Marquette University. He then earned his Master of Business Administration degree
from Northwestern University's Kellogg School of Management and, subsequently, his Chartered Financial Analyst®
designation. He is an active member of the CFA Society of Chicago and president of the School Advisory Board
at the St. Norbert School in Northbrook, lllinois.

Matthew K. Scherer, CFA, Co-Lead Portfolio Manager

Matt Scherer is a portfolio manager and equities analyst with more than 20 years of industry experience. Prior to
joining Geneva Advisors, which became part of CIBC in 2017, Matt was a research analyst at Aragon Global LLC,

2‘ where he worked as a consumer and business services analyst. Previously, he worked in London for Carlson
Capital UK as a research analyst covering European equities. He began his career with RBC Capital Markets as an
associate analyst covering restaurants. Matt received his undergraduate degree from the University of Wisconsin
and a Master of Business Administration degree from the University of Chicago Graduate School of Business.
He also studied at the London Business School. Matt holds the Chartered Financial Analyst® certification.

Ryan Diamant, CFA, Director - Client Portfolio Manager, Equities

Ryan Diamant is a Client Portfolio Manager - Equities responsible for working with internal and external partners
to develop effective investment solutions for clients, prospects and consultants. Prior to joining CIBC Asset
Management in 2021, Mr. Diamant was a Senior Product Manager at Invesco Canada focusing on their global,
international, and emerging market franchises. Mr. Diamant was also in the Rotational Leadership Development
Program at Sun Life Financial, serving in their defined contribution and wealth management businesses. Mr. Diamant
holds a Honours Bachelor of Business Administration degree from Wilfrid Laurier University. He is also a CFA
charterholder and a member of the CFA Society of Toronto.
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About CIBC Asset Management
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y At CIBC Asset Management, we believe that every customized investment solution
' o begins with research and rigour. We specialize in a variety of investment solutions

| ( '/ such as equities, fixed income, currency management, liability-driven investments,
asset allocation, and responsible investments.

Across a spectrum of investment solutions, we commit to robust research.
Dedicated sector and regional analysts focus on industry research and security-
specific idea generation. Our investment professionals leverage deep and diverse
expertise by sharing proprietary research across asset-class teams. By sharing
insight across asset class teams, we maximize opportunities to add value to our
client portfolios.

Contact us anytime

To learn more about CIBC Asset Management and our investment solutions, please contact your advisor
or your CIBC representative. For more insights, connect with us on LinkedIn.

The views expressed in this material are the views of CIBC AM and CPWA, as of January 2026 unless otherwise indicated, and are subject to change at any time. CIBC AM
and CPWA do not undertake any obligation or responsibility to update such opinions.

This material is provided for general informational purposes only and does not constitute financial, investment, tax, legal or accounting advice, it should not be relied upon
in that regard or be considered predictive of any future market performance, nor does it constitute an offer or solicitation to buy or sell any securities referred to.

The material and/or its contents may not be reproduced without the express written consent of CIBC AM and CPWA. Past performance may not be repeated and is not
indicative of future results. CIBC Private Wealth Advisors Inc. is a US Registered Investment Advisor with the Securities Exchange Commission and an exempt International
Adviser with the Canadian securities regulators.

Matthew Scherer and Daniel P. Delany are investment adviser representatives with CIBC Private Wealth Advisers Inc,, a sub-adviser to the CIBC International Growth Strategy
offered by CIBC AM.

Forward-looking statements include statements that are predictive in nature, that depend upon or refer to future events or conditions, or that include words such as
“expects”, “anticipates”, “intends”, “plans”, “believes”, “estimates”, or other similar wording. In addition, any statements that may be made concerning future performance,
strategies, or prospects and possible future actions taken by the fund, are also forward-looking statements. Forward-looking statements are not guarantees of future
performance. These statements involve known and unknown risks, uncertainties, and other factors that may cause the actual results and achievements of the fund to differ
materially from those expressed or implied by such statements. Such factors include, but are not limited to: general economic, market, and business conditions; fluctuations
in securities prices, interest rates, and foreign currency exchange rates; changes in government regulations; and catastrophic events. The above list of important factors that
may affect future results is not exhaustive. Before making any investment decisions, we encourage you to consider these and other factors carefully. CIBC Asset Management
Inc. does not undertake, and specifically disclaims, any obligation to update or revise any forward-looking statements, whether as a result of new information, future

developments, or otherwise prior to the release of the next management report of fund performance.

© 2026 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.

The material and/or its contents may not be reproduced without the express written consent of CIBC Asset Management Inc. Past performance may not be repeated and
is not indicative of future results.

®The CIBC logo and “CIBC Asset Management” are registered trademarks of Canadian Imperial Bank of Commerce (CIBC), used under license.

Quality in focus: The case for outperformance in 2026 | 6


https://www.linkedin.com/showcase/cibc-asset-management/




Accessibility Report





		Filename: 

		Focus-on-quality-v3.pdf









		Report created by: 

		Multimedia, S. Alcobendas



		Organization: 

		CIBC







 [Personal and organization information from the Preferences > Identity dialog.]



Summary



The checker found no problems in this document.





		Needs manual check: 0



		Passed manually: 2



		Failed manually: 0



		Skipped: 1



		Passed: 29



		Failed: 0







Detailed Report





		Document





		Rule Name		Status		Description



		Accessibility permission flag		Passed		Accessibility permission flag must be set



		Image-only PDF		Passed		Document is not image-only PDF



		Tagged PDF		Passed		Document is tagged PDF



		Logical Reading Order		Passed manually		Document structure provides a logical reading order



		Primary language		Passed		Text language is specified



		Title		Passed		Document title is showing in title bar



		Bookmarks		Passed		Bookmarks are present in large documents



		Color contrast		Passed manually		Document has appropriate color contrast



		Page Content





		Rule Name		Status		Description



		Tagged content		Passed		All page content is tagged



		Tagged annotations		Passed		All annotations are tagged



		Tab order		Passed		Tab order is consistent with structure order



		Character encoding		Passed		Reliable character encoding is provided



		Tagged multimedia		Passed		All multimedia objects are tagged



		Screen flicker		Passed		Page will not cause screen flicker



		Scripts		Passed		No inaccessible scripts



		Timed responses		Passed		Page does not require timed responses



		Navigation links		Passed		Navigation links are not repetitive



		Forms





		Rule Name		Status		Description



		Tagged form fields		Passed		All form fields are tagged



		Field descriptions		Passed		All form fields have description



		Alternate Text





		Rule Name		Status		Description



		Figures alternate text		Passed		Figures require alternate text



		Nested alternate text		Passed		Alternate text that will never be read



		Associated with content		Passed		Alternate text must be associated with some content



		Hides annotation		Passed		Alternate text should not hide annotation



		Other elements alternate text		Passed		Other elements that require alternate text



		Tables





		Rule Name		Status		Description



		Rows		Passed		TR must be a child of Table, THead, TBody, or TFoot



		TH and TD		Passed		TH and TD must be children of TR



		Headers		Passed		Tables should have headers



		Regularity		Passed		Tables must contain the same number of columns in each row and rows in each column



		Summary		Skipped		Tables must have a summary



		Lists





		Rule Name		Status		Description



		List items		Passed		LI must be a child of L



		Lbl and LBody		Passed		Lbl and LBody must be children of LI



		Headings





		Rule Name		Status		Description



		Appropriate nesting		Passed		Appropriate nesting










Back to Top

