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For your interest (rates)

There has been a lot of attention on interest rates over the last year, and understandably so, given that 12
months ago marked the starting point for the most aggressive central bank tightening campaign in the last four
decades by a wide margin.
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Moreover, should the increases in market interest rates seen so far this year — that have taken government
bond yields to their highest levels in more than a decade — be sustained, it would mark the third consecutive
year of rising rates, something that has not happened in more than 40 years.

In other words, very few current investors have experienced what is happening in bond markets in their
professional lives — and there is a considerable share of the working-age population for whom it is a new
experience to have borrowing costs materially different from zero.

Of course, though, history shows that the last decade and a half has been the real outlier. The low level of interest
rates experienced since the Global Financial Crisis — and particularly the plunge in market rates in response to
the surge in monetary stimulus after the onset of the pandemic three years ago that saw a peak of 30% of bonds
globally trade with negative yields — have marked an all-time low. And by all-time, that means all of human
civilization effectively.

Looking at the history of “official” rates, the Bank of England was founded in 1694, and the bank rate was set at
6% upon its inception — the rate averaged about 5% over the 300 years leading up to the turn of the millennium.
Before January 2009, it had never been below 2%, not during significant banking crises in the 1880s and 1890s,
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not during the Great Depression of the 1920s and 1930s and not during World War II. It was set at a record low
of 0.1% in March 2020 and only just returned above 2% this past September.

Data and estimates for longer-term market interest rates show that costs of borrowing largely tracked those
benchmark rates since their inception Records show that bonds issued to finance integral infrastructure projects,
such as American rail-roads during the boom from 1870 to 1900, had average coupons around 5%, while the
US government was able to issue bonds to fund the construction of the Panama Canal at rates of 2% and 3%
from 1906 to 1911 (Erench bonds to start the project carried coupons of 4% initially); “Victory Loans” issued by
the Canadian government to fund its participation in World War | carried interest rates between 5% and 52%,
while those to help finance World War Il saw coupons from 3% for longer maturity and under 2% for those with
shorter durations.

Taking a long look
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Looking back before the introduction of central banks as lenders of last resort, the broad risks associated with
credit translated into higher interest rates. Double-digit interest rates were common as per transaction
accounts compiled by economic historians. For example, the 20,000 ducat loan to the French King, Charles
VIII, to fund his invasion of Italy in 1494 carried an interest rate of 14%.

Going back further still, interest rates were even higher. The first written evidence of interest rates dates back
to Sumer around 2400 BC, with the going rate for loans of grain running between 20% and 50% per year —
Hammurabi, a Babylonian King from 1792 to 1750 BC, established limits on interest rates of 20% on loans of
silver and 33.3% on loans of grain.
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This is all to highlight that the recent experience of low (and zero and negative) interest rates is historically
unprecedented. To the extent that markets ultimately revert to the mean, it was only a matter of time before
rates moved away from those anomalous levels — the adjustment, however, has been far less fun for
investors than the reversion from the “overshoot” of the 1970s and 1980s when central bankers aggressively
tightened policy to combat inflation that spurred a four-decade bond bull market.

Follow us on Linkedin and stay in the know.
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This document is confidential and may not be copied, reproduced or distributed, in whole or in part, to others at any time without the prior written consent
of Guardian Partners Inc. ("Guardian Partners"). The material contained herein is not intended for distribution to, or to be used by, any person or entity in
any jurisdiction or country in which distribution or use would be contrary to law or regulation. Except as otherwise permitted herein, distribution of this
material to any person other than the person to whom this was originally delivered and to such person's advisors is unauthorized and any reproduction,
in whole or in part, or the divulgence of its contents, without the prior consent of Guardian Partners in each such instance is prohibited. This document is
not intended to be, nor should it be construed or used as legal or tax advice. The material contained herein has been prepared solely for informational
purposes and is not an offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any trading strategy. It is
not offered as investment advice and does not account for individual investment objectives, risk tolerance, financial situation or the timing of any
transaction in any specific security or asset class. The statements and opinions expressed herein are as of the date hereof (unless otherwise indicated)
and are subject to change as economic and market conditions dictate. This document includes information and commentary concerning financial
markets that was developed at a particular point in time. This information and commentary are subject to change at any time, without notice, and without
update. This commentary may also include forward-looking statements concerning anticipated results, circumstances, and expectations regarding future
events. Forward-looking statements require assumptions to be made and are, therefore, subject to inherent risks and uncertainties. There is significant
risk that predictions and other forward-looking statements will not prove to be accurate. Investing involves risk. Equity markets are volatile and will
increase and decrease in response to economic, political, regulatory and other developments. The risks and potential rewards are usually greater for
small companies and companies located in emerging markets. Bond markets and fixed-income securities are sensitive to interest rate movements.
Inflation, credit and default risks are also associated with fixed income securities. Diversification may not protect against market risk and loss of principal
may result. Effort has been made to ensure that the material presented herein is accurate at the time of publication. Trademarks and logos belong to
their respective owners.

Guardian Partners Inc. provides private client investment services and. is a wholly owned subsidiary of Guardian Capital Group Limited, a publicly traded firm
listed on the Toronto Stock Exchange. For further information on Guardian Capital Group Limited and its affiliates, please visit www.quardiancapital.com. For
further information on Guardian Partners Inc., please visit www.gquardiancapital.com/gpi. All trademarks, registered and unregistered, are owned by
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