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Evolve US Banks Enhanced Yield Fund
CALL offers investors potential benefits from the positive fundamentals of the largest U.S. banks,
with the added value of a covered call strategy applied on up to 33% of the portfolio. Covered call
options have the potential to provide extra income and help hedge long stock positions.

ETF TICKERS: CALL (HEDGED); CALL.B (UNHEDGED); CALL.U (USD)

In late June, the Federal Reserve provided a vote of
confidence to the largest U.S. banks following its annual
health check. The results of the Fed’s stress test indicated
that the banks have sufficient capital to weather a
potential severe economic downturn.

exceeding the 66 cents a share expected by analysts
sur-veyed by Refinitiv. The company made $22.9 billion
in revenue, higher than the $22.1 billion estimate. Bank of
America also announced a $25 billion stock repur-chase
program.(iv)

According to the Fed, the 34 lenders with more than $100
billion in assets that it oversees would suffer a combined
$612 billion in losses under a hypothetical severe downturn.
However, that would still leave them with roughly twice
the amount of capital required under its rules. As a result,
large banks such as JPMor-gan Chase, Bank of America,
Wells Fargo, Citigroup, Morgan Stanley, and Goldman
Sachs (all holdings in the fund) can use their excess capital
to issue divi-dends and buybacks to shareholders.(i)

JP Morgan announced first quarter 2022 adjusted earnings
of $2.76 a share vs. $2.69 estimate on revenue of $31.59
billion versus $30.86 billion estimate. The company said
that first‑quarter profit fell sharply from a year earlier,
driven by increased costs for bad loans and market
upheaval caused by the Ukraine war.(v)

A major macroeconomic event this year is the
Russia‑Ukraine war, which has exposed U.S. banks to some
increased financial risk. Citigroup said its potential losses
could amount to as much as $3 billion and has put aside
$1 billion in loan‑loss reserves, while JPMorgan said it had
provisioned roughly $300 million to cover markdowns
on its Russian loans. Goldman Sachs, disclosed that
its Russian exposure was $650 million and that it had
suffered a net loss of about $300 million on investments in
Russia and Ukraine.(ii)
Several large U.S. banks have recently started offering
cryptocurrency services. BNY Mellon announced that
it would hold, transfer and issue bitcoin for its asset
management clients, while U.S. Bancorp commenced
providing bitcoin custody services for its institutional
clients. State Street also announced that it intends to
offer cryptocurrency custody services in partnership with
Deutsche Bank. Meanwhile, Morgan Stanley, JPMorgan
Chase Wells Fargo & Co are also offering their clients access
to cryptocurrency.(iii)
On the M&A front, 16 U.S. bank deals were announced
in March, pushing total first‑quarter announcements to
46, according to S&P Global Market Intelligence data.
Total deal value in the first quarter was $15.15 billion,
down from $25.63 billion in the fourth quarter of 2021,
but up from $11.22 billion in the first quarter of 2021. The
largest of the M&A transactions announced was that
of Toronto‑Dominion Bank’s $13.67 billion deal for First
Horizon Corp., which was announced on February 28,
2022.
On the earnings front, Bank of America posted a
first‑quarter profit of $8.1 billion, or 86 cents a share,

Regions Financial Corporation, one of the largest holdings
in the fund, reported first‑quarter 2022 earnings of 55
cents per share, beating the Zacks Consensus Estimate
of 48 cents. However, the results compare unfavorably
with the prior‑year figure of 63 cents. Total revenues were
$1.6 billion in the reported quarter, marginally missing
consensus estimate of $1.61 billion.(vi)

Performance Attribution
For the six‑month period ended June 30, 2022, M&T
Bank Corp, followed by Ameriprise Financial Inc. were the
largest contributors to the Fund’s performance. The largest
holdings by weight were M&T Bank Corp, followed by East
West Bancorp Inc.
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Commissions, trailing commissions, management fees and expenses all may be associated with exchange traded mutual funds (ETFs) and mutual funds. Please read
the prospectus before investing. ETFs and mutual funds are not guaranteed, their values change frequently and past performance may not be repeated. There are risks
involved with investing in ETFs and mutual funds. Please read the prospectus for a complete description of risks relevant to the ETF and mutual fund. Investors may
incur customary brokerage commissions in buying or selling ETF and mutual fund units. This communication is intended for informational purposes only and is not, and
should not be construed as, investment and/or tax advice to any individual.
The indicated rates of return are the historical annual compound total returns net of fees (except for figures of one year or less, which are simple total returns) including
changes in per unit value and reinvestment of all dividends or distributions and do not take into account sales, redemption, distribution or optional charges or income
taxes payable by any securityholder that would have reduced returns. The rates of return shown in the table are not intended to reflect future values of the ETF or returns
on investment in the ETF. ETFs are not guaranteed, their values change frequently, and past performance may not be repeated.
Certain statements contained in this documentation constitute forward-looking information within the meaning of Canadian securities laws. Forward-looking
information may relate to a future outlook and anticipated distributions, events or results and may include statements regarding future financial performance. In
some cases, forward-looking information can be identified by terms such as “may”, “will”, “should”, “expect”, “anticipate”, “believe”, “intend” or other similar expressions
concerning matters that are not historical facts. Actual results may vary from such forward-looking information. Evolve undertakes no obligation to update publicly
or otherwise revise any forward-looking statement whether as a result of new information, future events or other such factors which affect this information, except as
required by law.
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