Forward Thinking – Quarterly Thoughts from Mike: Summer 2022
Many of us are planning for what lies ahead over the next year. Maybe it’s a renovation project, a longawaited trip, or perhaps visiting with family or friends you haven’t seen in a while. What tends to disrupt
these plans is the unexpected. Emergencies, varying from a weather event, medical issue or someone’s
passing, are generally unanticipated. The markets tend to follow the same logic that we do. They as well
are forward thinking, planning and pricing in the news that is known and what is expected. Traditionally
many will say that the markets are pricing in the news 6-12 months ahead and therefore much is currently
reflected in share prices.
NASDAQ: -31%
S&P500: -27%
Bond Market: -16%
Traditional Balanced Portfolios: -15%
TSX: -8%
As you can see from the above returns on various markets since the start of this year, many of the bad news
reports are currently priced in. You might be asking, “Are the markets pricing in a recession?”, potentially. Will
it happen? At some point, yes. It has happened 10 times since 1950 and it is part of the economic cycle. In
that same time frame, we’ve also had 10 recoveries. In most cases when recessions are declared the markets
have already moved higher, which is why timing the markets is next to impossible even for professionals. Like
you and the market, you both are resilient, and over time you will likely adjust and move on.

Source: Refinitiv. S&P/TSX Composite Index total returns from January 1, 1986, to December 31, 2021. Past performance is no guarantee of future results. It is not
possible to invest directly in an index.

Recency Bias is a behavioural finance term defined as favouring recent events over historical ones.
Some of t he most common words associated with Recency Bias are “this time is different”. There is a
lot happening around the world and many times it seems like a lot to overcome. The markets have been
temporarily lower before for various reasons on their inevitable climb higher. I understand that money can
be more emotional for some than most things. That said, the market is one of the only things that goes on
sale, and as a result people are sad. For most investors it is an opportunity.

Regardless of what the markets do in the short term, up or down the portfolio should continue to generate
consistent levels of dividend & interest income. Not only are rates rising, which over time will likely be better
for the bond portion of the portfolio, but the portfolio has also received more dividend increases from
companies held in the portfolio since our last update in March. *Below are a few examples:
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It feels like only yesterday that I was writing last year’s holiday greeting. I’ve been told by
many that time seems to go by faster, as we get older and I’m starting to believe it.

*from Morningstar.ca June 15, 2022
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you with a quote I like to use occasionally. “Investing is like a bar of soap. The more you touch it
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Have a great holiday and an even better 2019.

Sincerely,
Mike.
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Certain statements in this document may contain forward-looking statements (“FLS”) that are predictive in nature and may include words such as “expects”, “anticipates”, “intends”, “believes”,
“estimates” and similar forward-looking expressions or negative versions thereof. FLS are based on current expectations and projections about future general economic, political and relevant
market factors, such as interest and foreign exchange rates, equity and capital markets, the general business environment, assuming no changes to tax or other laws or government regulation
or catastrophic events. Expectations and projections about future events are inherently subject to risks and uncertainties, which may be unforeseeable. Such expectations and projections
may be incorrect in the future. FLS are not guarantees of future performance. Actual events could differ materially from those expressed or implied in any FLS. A number of important factors
including those factors set out above can contribute to these digressions. You should avoid placing any reliance on FLS.
Index returns are shown for comparative purposes only. Indexes are unmanaged and their returns do not include any sales charges or fees as such costs would lower performance. It is not
possible to invest directly in an index.
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