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The 2007-2009 global financial crisis led to rapid accumulation of foreign reserves in both developed and emerging countries and
triggered discussions of how these reserves should be managed. While efforts to reassess and improve the management of Canada’s
reserves date back to before the crisis, recent events have highlighted the need for appropriate tools to aid policy-makers in their
management of the reserves.

Canada’s foreign exchange reserves help to promote orderly conditions for the Canadian dollar in foreign exchange markets, if required,
and provide foreign currency liquidity to the federal government. These reserves are not included on the balance sheet of the central
bank; instead, they belong to the federal government and are held primarily in the Exchange Fund Account (EFA). Unlike many other
countries, the assets held in the EFA are funded by Government of Canada liabilities denominated in, or converted to, foreign currencies.
The Bank of Canada acts as the fiscal agent for the government in the management of the EFA and works with the Department of Finance
to advise the Minister of Finance on the funding and investment of Canada’s foreign exchange reserves.

This article describes an analytical tool recently developed at the Bank, which, combined with other information, guides policy advice on
the management of Canada’s foreign exchange reserves and the liabilities used to finance them. The authors begin by discussing the
objectives of the EFA, its governance framework and its investment principles. They then examine the portfolio-management model
developed to help policy-makers achieve the EFA's objectives in an efficient and fiscally responsible manner. Finally, they present some of
the insights gained from this tool.

This docunent is not intended to, and does not relate specifically to any investrment strategy or product that AQR offers. It is being provided merely to provide a framew ork to assist
in the inplemmentation of an investor's own analysis and an investor’s own view on the topic discussed herein.

This document has been provided to you solely for information purposes and does not constitute an offer or solicitation of an offer or any advice or reconmrendation to purchase
any securities or other financial instruments and may not be construed as such. The factual informetion set forth herein has been obtained or derived fromsources believed by the
author and AQR Capital Managemrent, LLC (“AQR) to be reliable but it is not necessarily all-inclusive and is not guaranteed as to its accuracy and is not to be regarded as a
representation or warranty, express or inplied, as to the information’s accuracy or conpleteness, nor should the attached information serve as the basis of any investment decision.
This document is not to be reproduced or redistributed to any other person. The information set forth herein has been provided to you as secondary information and should not be
the primary source for any investrment or allocation decision. Past performance is not a guarantee of future performance. Diversification does not eliminate the risk of experiencing

investrrent losses.

This material is not research and should not be treated as research. This paper does not represent valuation judgments with respect to any financial instrument, issuer, security or
sector that may be described or referenced herein and does not represent a formal or official view of AQR The view's expressed reflect the current views as of the date hereof

and neither the author nor AQR undertakes to advise you of any changes in the view's expressed herein.

The information contained herein is only as current as of the date indicated, and mey be superseded by subsequent merket events or for other reasons. Charts and graphs provided

herein are for illustrative purposes only. The information in this presentation has been developed internally and/or obtained fromsources believed to be reliable; how ever, neither



AQR nor the author guarantees the accuracy, adequacy or conpleteness of such information. Nothing contained herein constitutes investment, legal, tax or other advice nor is it to
be relied on in meking an investment or other decision. There can be no assurance that an investrment strategy will be successful. Hstoric market trends are not reliable indicators of
actual future market behavior or future performance of any particular investment w hich may differ materially, and should not be relied upon as such. Diversification does not
elinmnate the risk of experiencing investrent losses.

The information in this paper may contain projections or other forw ard-looking staterments regarding future events, targets, forecasts or expectations regarding the strategies
described herein, and is only current as of the date indicated. There is no assurance that such events or targets will be achieved, and may be significantly different fromthat shown
here. The information in this document, including statements concerning financial market trends, is based on current market conditions, w hich will fluctuate and may be superseded
by subsequent market events or for other reasons.
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