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All too often investors limit themselves to fixed income
investments such as bonds when looking to create a regular
income stream. But, did you know, Canadian dividends can also
be used as an income source within an investment portfolio?

When a company makes a profit, it can choose to retain the profit
or distribute a portion of it to its shareholders. These payouts,
typically made quarterly or annually, are dividends.

Investing in profitable Canadian companies that pay a dividend
to shareholders can be a tax-efficient way to create a regular
investment income stream from your portfolio over the long-
term. Here are three benefits to choosing Canadian dividends to
help create income within your investment portfolio:

Dividends have preferred tax treatment

Canadian companies that pay eligible dividends offer investors
an attractive way to generate investment income because
dividends receive preferential tax treatment versus income from
interest-bearing investments. Interest income from investments
such as high interest savings accounts (HISAs) and guaranteed
investment certificates (GICs) is taxed at your marginal tax rate.
This can be attractive for investors who are looking to generate
an income stream within their non-registered investment
accounts. We offer several dividend investment solutions such as
the CIBC Dividend Income Fund and the CIBC Dividend Growth
Fund.

Dividend payouts can increase over time

Canadian companies have a strong history of growing their
dividends over the long term which helps investors grow their
investment portfolio. When a company turns a profit, that profit
can be paid out to shareholders in the form of a dividend. The
more a company grows, the higher the potential dividend an
investor could receive. Investors in many Canadian companies
are already benefiting from the recent outperformance of
dividend-heavy sectors such as telecommunications, utilities
and financials. As of November 25, 2024, Canadian banks and
insurance companies have 5-year dividend growth rates of 7%
and 9% respectively. Telecommunication companies have 5-year
dividend growth rates of approximately 5%.

Canadian dividends can help diversify an
equity portfolio

High quality, mature dividend paying companies tend to have

low correlations with growth stocks in sectors like information
technology. They also tend to have lower volatility and better

downside protection during market corrections. This provides
investors with a smoother return profile over time.

If you're looking to create a regular investment income stream,
you may naturally think about investing in fixed income—which
provides a fixed rate for a fixed time horizon. However, if you're
looking to grow your investment income over the long term,
Canadian dividends can be an attractive solution.

Market Spotlight—December 2024 | 2


https://www.cibc.com/en/asset-management/insights/portfolio-strategy/balanced-portfolio-for-long-term.html
https://www.cibc.com/en/asset-management/insights/portfolio-strategy/balanced-portfolio-for-long-term.html
https://www.cibc.com/en/personal-banking/investments/mutual-funds/growth-funds/dividend-income-fund.html
https://www.cibc.com/en/personal-banking/investments/mutual-funds/growth-funds/dividend-growth-fund.html
https://www.cibc.com/en/personal-banking/investments/mutual-funds/growth-funds/dividend-growth-fund.html
https://www.cibc.com/en/asset-management/insights/navigating-the-markets/impact-lower-rates-equity-markets.html
https://www.cibc.com/en/asset-management/insights/navigating-the-markets/impact-lower-rates-equity-markets.html

CIBC ASSET MANAGEMENT

income

Aaron Young

Strategies to help you invest in the new era of fixed

CFA, Vice-President Global Fixed Income, CIBC Asset Management

-

Since the start of the central bank rate hiking cycle in 2022,
many fixed income investors have been focused on capturing
the high yields available in such ultra-short-term investments as
guaranteed investment certificates (GICs). However, with many
central banks around the world lowering interest rates, the forces
that made these investments so attractive are waning.

Almost as soon as the Bank of Canada (BoC) started cutting its
overnight rate in June, short-term bond yields started dropping
more than longer term yields. In other words, the days of short-
term interest rates being higher than longer-term rates have
disappeared. In turn, investors are looking for new ways to earn
attractive interest rates and total returns. There are two key
strategies investors can explore to help maximize fixed income
returns:

Think about target maturity fixed income
investments

Investing for a longer period of time usually offers a higher rate
of return. So instead of investing in an asset that matures one
year from now, consider investing in a bond fund with a target
maturity of 3 or 5 years. In addition to offering yields that are
still at historically high levels, you avoid the risk of reinvesting in
a lower yielding one-year bond fund a year from now. Extending
can be done by investing in target maturity funds that have
longer term target maturity dates and by laddering target date
funds across different maturity dates.

Use traditional bond funds to grow and
preserve capital

While short-term investments will always have their place in
a balanced portfolio, taking a long term view (+10 years) to fixed

income investing with an actively managed bond fund has its
advantages. Doing so can provide a strong income baseline and
attractive upside potential at lower risk levels when compared to
equities and other riskier asset classes.

We can demonstrate this by comparing the yield on a 1year
Government of Canada bond to the yield on a longer-term bond
fund. As of October 31,2024, a 1 year Government of Canada
bond was yielding 3.09% whereas the yield on the

CIBC Canadian Bond Fund was 4.32%. An active bond fund

manager has the flexibility to build a fund with multiple yields
and maturity dates to help take advantage of liquidity as well as
higher interest rates from longer dated bonds.

With yields falling, income investors may want to consider

the higher yields available in longer-term traditional or target
maturity bond funds. Doing so can help compound returns over
longer time horizons with potential lower volatility than higher
risk equity investments. Opportunities in fixed income investing
are alive and well, and these strategies lend themselves to the
possibility of more optimal returns.

Market Spotlight—December 2024 | 3


https://www.cibc.com/en/asset-management/insights/navigating-the-markets/boc-rate-cut-will-inflation-follow.html
https://www.cibc.com/en/asset-management/insights/navigating-the-markets/boc-rate-cut-will-inflation-follow.html
https://www.cibc.com/en/asset-management/insights/portfolio-strategy/balanced-portfolio-for-long-term.html
https://www.cibc.com/en/personal-banking/investments/mutual-funds/income-funds/canadian-bond-fund.html
https://www.cibc.com/en/asset-management/insights/navigating-the-markets/fixed-income-during-rate-cuts.html

CIBC ASSET MANAGEMENT

About CIBC Asset Management

At CIBC Asset Management, we believe every customized investment solution
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-

12/2024

specific idea generation. Our investment professionals leverage deep and diverse
expertise by sharing proprietary research across asset class teams. By sharing
insights across asset class teams, we maximize opportunities to add value to our
client portfolios.

Contact us any time

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 Asset Management Inc,, as of the date of publication unless otherwise indicated, and are subject to change at any
time. CIBC Asset Management Inc. does 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. Individual circumstances and current events are critical to sound
investment planning; anyone wishing to act on this material should consult with their advisor.

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.

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. CIBC Asset Management and the CIBC logo are trademarks of Canadian Imperial Bank of Commerce (CIBC), used under license.

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please read the simplified prospectus before
investing. To obtain a copy of the simplified prospectus, call 1-888-888-FUND (3863). Alternatively, you may obtain a copy from your advisor. Any information or discussion
about the current characteristics of this mutual fund or how the portfolio manager is managing the mutual fund that is supplementary to information in the prospectus is
not a discussion about material investment objectives or strategies, but solely a discussion of the current characteristics or manner of fulfilling the investment objectives and
strategies, and is subject to change without notice. Mutual fund securities are not covered by the Canada Deposit Insurance Corporation or by any other government deposit
insurer, nor are they guaranteed.
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