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Market Review

Canadian equities, as measured by the S&P/TSX Capped Composite Index, experienced a return of 12.05% in 2023. The
significant positive performing sectors were Information Technology and Real Estate, while the only negative contributing
sectors were Communication Services and Materials.

The Bank of Canada (“BoC”) raised the interest rate by 25 basis points (bps) in three out of eight meetings in 2023, leaving the
overnight rate at 5% by the end of the year. In their meeting in December, the BoC decided to hold the overnight rate as they
highlighted a cooling labour market where job creation has been slower; the unemployment rate slightly increased to 5.5%

as of September 2023. The BoC also commented on the improvement in inflation, stating that the slowdown in the Canadian
economy was reducing inflationary pressures. However, the BoC was still concerned about the risks of the inflation outlook and
was willing to raise the policy rate further if necessary.

The Canadian Consumer Price Index rose 3.1% year-over-year. This was a volatile year for oil, which was driven by geopolitical
turmoil and uncertainties about the oil output levels by producers around the world. The price of oil, as measured by West Texas
Intermediate, experienced a return of -6.7% for the year finishing at US$72 per barrel; it reached a low of US$67 and peaked at
US$93 per barrel.

Gold prices rose by 12% breaking the US$2,100 level this year and ending the year at $US2,065 per ounce. This was largely driven
by increased gold buying from central banks, which collectively bought approximately 800 tonnes of gold over the first three
quarters of the year.

Canadian bank stocks trended lower for the majority of the first three quarters of the year largely due to higher interest rates,
which led to lower trading activity, increased costs for the banks, and increased provisions for bad loans. However, towards the
end of the year, equity markets rallied resulting in positive year-to-date returns for all six banks held in the ETF.

Quarter in Review

During Q4 of 2023, the top three performing stocks were Shopify, Kinross Gold, and Brookfield with total returns of 39.14%,
30.23%, and 25.39% respectively. The bottom three performers were First Quantum Minerals, Cenovus Energy, and First
National Financial with total returns of -66.19%, -21.44%, -18.80% respectively. The top three performing sectors were
Information Technology, Financials, and Consumer Staples with total returns of 26.07%, 12.82%, and 8.95% respectively. The
bottom three performing sectors were Materials, Energy, and Communication Services with total returns of -1.32%, 0.29%, and
7.64% respectively.

Outlook and Positioning

With the BoC holding its target for the overnight rate at 5%, with the bank rate at 5.25% and the deposit rate at 5% during the
December 2023 meeting, the BoC's Governing Council is continuing its policy of quantitative tightening.

As economic growth stalled in the middle quarters of 2023 and Real GDP contracted by 1.1% in the third quarter, initial
indicators for Q4 suggest economic growth may remain weak as higher interest rates continue to hold back spending,
potentially leading into an early 2024 recession.
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However, having led the developed markets in pausing their interest rate hiking cycle, it is possible that the BoC could lead the
world and be the first developed nation to cut rates in 2024. These projected interest rate cuts, combined with a continuation in
the easing of core inflation from the 3.1% level in October 2023, may lead to a rebound in stocks (notably financials and utilities),
bonds, and the economy starting mid-to-late 2024.

Into 2024, the covered call strategy is favourably positioned to potentially provide value from a yield, hedging and upside
capture perspective in the current environment. Each month, call options are dynamically written on the index for CNCC.
Option yields for the TSX 60 trended lower in 2023 versus the prior year. The monthly premiums generated for the year showed
consistency and may remain stable into 2024.
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The investment objectives of the Horizons Canadian Large Cap Equity Covered Call ETF (“CNCC”) (formerly Horizons Enhanced Income Equity ETF (“HEX"))
were changed following receipt of the required unitholder and regulatory approvals. The new ticker began trading on the TSX on June 27, 2022. For more
information, please refer to the disclosure documents of the ETFs on www.HorizonsETFs.com.

Commissions, management fees and expenses all may be associated with an investment in Horizons Canadian Large Cap Equity Covered Call ETF (“CNCC” or the “ETF") managed by
Horizons ETFs Management (Canada) Inc. The ETF is not quaranteed, its value changes frequently and past performance may not be repeated. The prospectus contains important
detailed information about the ETF. Please read the relevant prospectus before investing.

Certain statements may constitute a forward-looking statement, including those identified by the expression “expect” and similar expressions (including grammatical variations
thereof). The forward-looking statements are not historical facts but reflect the author’s current expectations regarding future results or events. These forward-looking statements
are subject to a number of risks and uncertainties that could cause actual results or events to differ materially from current expectations. These and other factors should be considered
carefully and readers should not place undue reliance on such forward-looking statements. These forward-looking statements are made as of the date hereof and the authors do not
undertake to update any forward-looking statement that is contained herein, whether as a result of new information, future events or otherwise, unless required by applicable law.

This communication is intended for informational purposes only and does not constitute an offer to sell or the solicitation of an offer to purchase exchange traded products (the
“Horizons Exchange Traded Products”) managed by Horizons ETFs Management (Canada) Inc. and is not, and should not be construed as, investment, tax, legal or accounting advice,
and should not be relied upon in that regard. Individuals should seek the advice of professionals, as appropriate, regarding any particular investment. Investors should consult their
professional advisors prior to implementing any changes to their investment strategies. These investments may not be suitable to the circumstances of an investor.

All comments, opinions and views expressed are generally based on information available as of the date of publication and should not be considered as advice to purchase or to sell
mentioned securities. Before making any investment decision, please consult your investment advisor or advisors.
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