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Investment Management

e Recession in the US. is likely imminent, partly due to
tariffs but also due to a weakening economic backdrop
before President Trump took office.

e Markets could fall 30-35 per cent should recession take
hold.

¢ \We have positioned portfolios for this eventuality, having
reduced equity exposure in favour of safe government
bonds, which have historically gone up in value during
weak equity market periods driven by recession.

e As a consequence of equity markets having fallen 20 per
cent from their peak levels on February 19, we have begun
shifting Government of Canada bonds back into equities
and will continue making shifts as markets decline further.

Family Office

e |[f you are reporting capital gains or losses on your T1, the
Canada Revenue Agency (CRA) has granted relief from
late penalties and interest until June 2, 2025. Our Quarterly Culinary Favourites

An An Kitchen & Bar - Located in the heart of
the Beltline, An An Kitchen & Bar beautifully
fuses the rich traditions of Vietnam's culinary
heritage with a touch of modern
sophistication and contemporary flair. To
learn more, visit anankitchenandbar.com.

e The prescribed interest rate is now 4 per cent and heading
further lower in the months ahead, which is good news for
additional spousal and trust lending.

e Thefinal Canada Carbon Rebate cheque is expected to be
received by individuals after they file their T1 tax return
this year.

DOPO -An lItalian restaurant nestled in the
heart of Marda Loop offering authentic Italian
cuisine inspired by family recipes, pairing
simple ingredients with family hospitality. For
more information, visit dopoyyc.com.

e There is a federal election on April 28, 2025, with
advanced polling available Friday, April 18 through to
Monday, April 21, 2025.

e There is also a city election scheduled for October 20,
2025.


http://www.anankitchenandbar.com/
http://www.dopoyyc.com/
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Recessions typically begin when an already vulnerable economy is hit with a shock—think pandemic, global financial
crisis, market bubbles, and excessive leverage. The U.S. economy had been showing signs of weakness before
President Trump got elected, and the shock has come in the form of tariffs and a global trade war.

Although the S&P 500 has recovered somewhat after falling by 20 percent since it peaked on February 19, we believe
that the market will continue to fall in the months ahead and may bottom out somewhere between 30-35 per cent
from peak levels before a recovery ensues. Our prognostication is predicated on earnings for the S&P 500 falling 10
per cent, which is very conservative given the last three recessions saw earnings decline by 18 per cent, 40 per cent,
and 21 per cent respectively (Source: BCA Research), as well as the earnings multiple for the market falling from a
peak level of 22X, to a more normal 17X (the average market multiple between 2015 and 2019, which represented
most of Trump’s first term, was 16.8X) (Source: BCA Research).

Ahead of the recent sell off in markets, we had positioned portfolios defensively by reducing equity exposure in favour
of low-risk government bonds, which have historically increased in value as stocks decline during recessionary periods.
Not only has our tactical portfolio positioning reduced the impact to portfolios from declining equity markets, but it has
armed us to take advantage of opportunities, which we did when the market bottomed on April 7, having shifted 20%
of the Government of Canada bond exposures within portfolios back into equities.

Our initial view when Trump announced reciprocal tariffs on ‘Liberation Day’ was that he was using tariffs to not
only renegotiate trade deals and reshore manufacturing, but also to push the economy into recession in order to
bring interest rates down, keep a lid on inflation, and to reduce the risk of the economy being in recession during the
midterm elections in November 2026. Our view was predicated on Trump allowing the market to sell off materially
without any intervention. Now that we know that the Administration’s basis for pausing reciprocal tariffs was
partially economic and market related, this has altered our view, which is that recession is pushed out a bit further.

What this means is that we are not yet out of the woods with respect to market volatility, but rather we are
experiencing some near-term and likely short-lived reprieve. Because uncertainty with respect to policy decisions
will continue to loom, coupled with an already fragile economy, we believe that markets will fall further in the coming
months and that there will be additional opportunities to shift capital from government bonds into equities for
improved rates of return.

We won't sugarcoat that portfolios have experienced a brief and modest decline, which may continue to persist,
however, we welcome a weak market period that allows us to reposition portfolios for improved growth opportunities
and strong performance.
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INVESTMENT MANAGEMENT FEATURE:

Putting Bear Markets into Perspective

Given the high likelihood that we are entering a weak market period (bear market) and a recession, we thought it
would be good to add some perspective relative to what has occurred in the past. The long and short of it is that
bear markets don't usually last as long as market expansions (bull markets). In addition, and generally speaking,
bear market declines are relatively muted compared to the gains that accrue during bull market expansions (see
chart below).

Bulls outrun bears since 1942

The average length of a bull market is much longer than a bear market, where gains in a bull market often far exceed losses in a bear market.
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Source: Bloomberg, December 31, 2024,
Local currency; price only returns, A bull (bear) market is defined as a prositive (negative) move greater than 20%.

Inherently, we know that staying invested has been the right call during bear markets, but it is easier said than done.
Take the global financial crisis of 2008-2009, for example. The conflux of a housing crash in the U.S., a deterioration
of mortgage debt-related securities, and a near collapse of the financial system was a nerve-wracking time. No one
knew when the market would bottom, but it eventually did, thanks in large part to government intervention, which
led to sustained confidence in the banking and financial system and allowed for a return to normal practices in these
systems.


https://mackenziefinancial.ca/content/dam/mackenzie/en/lbc/lbc-market-volatility-guide-en.pdf
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The same could be said for the pandemic bear market. The unemployment rate spiked to +20 per cent within a
matter of days and with global economies ostensibly shut down, it was difficult to understand a path forward that
didn't involve a tremendous amount of pain for investors. Again, the government intervened and took measures to
support the economy and avoid a cataclysmic disaster.

In the case of the current recession that is likely upon us, there are no major dislocations such as a pandemic or a
financial crisis, which leads us to conclude that the drawdown in markets won't necessarily be as severe or drawn
out and is likely to be average rather than deep and prolonged.

The chart below provides some good detail on how the markets have reacted to significant events that have occurred
since 1989. What is most poignant to us are the returns that were achieved after the market decline. The parallel to
this is that given current portfolio positioning, we can take advantage of the return opportunities during recovery
periods, with the hope and expectation that the one to two year intervening period will produce outsized returns and
improve the long-term returns profile.

Markets eventually recover
despite volatility

Staying the course is of the utmost importance during periods of volatility as it has historically enabled investors to fully recover from these
periods and achieve their long-term investment goals.

Growth of a $10,000 investment, 1989-2024 (S&P 500 Index (USD) — Total Return)

$448|140 The Korean War 12-Jul-50 -14.00% 31.70% 48.70%
Cuban Missile Crisis 23-Oct-62 -26.40% 36.50% 59.20%

JFK Assassination 22-Nov-63 -2.80% 23.90% 31.60%

$400,000 1969 to 70 Market Break 26-May-70 -36.10% 43.70% 59.70%
1973 to 74 Market Break 06-Dec-74 -45.90% 33.50% 59.30%

11.48% 1979 to 8O Oil Crisis 27-Mar-80 -710% 3710% 14.00%
Annualized return 1987 Stock Market Crash 15-0ct-87 -33.20% 23.20% 54.40%
$300,000 Desert Storm 11-Oct-90 19.90% 29.10% 36.30%
Soviet Coup D'état Attempt 19-Aug-21 -2.60% 1.10% 21.20%
Asian Financial Crisis 02-Apr-97 -8.10% 49.30% 72.50%

Dot-com Bubble crash 09-0ct-02 -49.10% 33.70% 44.50%

Sept 11th 21-Sep-01 -11.60% -12.50% 7.30%

$200,000 Invasion of Iraq 11-Mar-03 1470% 38.20% 49.90%
North Korean Missile Test 17-Jul-06 -6.90% 25.50% 210%

Subprime Mortgage Crisis 09-Mar-09 -56.80% 68.60% 95.10%
US Debt Rating Downgrade 03-Oct-1 -19.40% 32.00% 52.20%

$100,000 Crimea Annexation 03-Feb-14 -5.80% 17.70% 9.80%
China Yuan Devaluation -Feb-16 -12.00% 26.60% 43.20%

2018 Global Recession Scare 24-Dec-18 -19.80% 3710% 57.50%
COVID-19 Pandemic 23-Mar-20 -33.90% 74.80% 99.20%
30 2022 Stock Market Crash 12-Cct-22 -25.50% 21.60% 62.60%
1992 1996 2000 2004 2008 2012 2096 2020 2024 Average -22.08% 32.50% 46.73%

Source: Momingstar Direct / Bloomberg. As at December 31, 2024,
Snapshots in time of significant negative impact international events from 1950 to March 2020, and the subsequent change in market value from the S&P 500 Index..


https://mackenziefinancial.ca/content/dam/mackenzie/en/lbc/lbc-market-volatility-guide-en.pdf

April 2025

QUARTERLY INSIGHT

The 2024 tax season has been fraught with confusion
and frustration for individual taxpayers, accountants and
everyone involved in the preparation and delivery of tax
information.

By way of background, earlier in 2024, the Federal
government announced an increase to the capital gains
inclusion rate from 50 per cent to 67 per cent in certain
scenarios. In preparation for these proposed changes,
the CRA, institutions providing T-slips, and tax filing
software companies amended their systems and
processes to incorporate the 67 per cent inclusion rate.
However, this proposed legislation was never passed,
and on January 31, 2025, the Minister of Finance
subsequently announced that the government would
defer the proposed increase in the capital gains inclusion
rate until 2026, leaving the rate at 50 per cent. This
caused the need to reverse the previously made
changes to systems and processes, resulting in delays
in certain tax slips being delivered to taxpayers and
ultimately leading to the CRA’s decision to extend the
tax filing deadlines under certain circumstances.
Specifically, the CRA has granted relief from late
penalties and interest until June 2, 2025, for T1 personal
tax returns (only if you are reporting capital gains or
losses).

For those individuals not impacted, the deadline for filing
and amounts owed remains April 30, 2025, resulting in
one member of a household possibly having an April 30
deadline, while others get the extension to June 2.

If you remain unsure of your filing deadline, please
connect with us or your accountant to confirm.
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Other Noteworthy News

e The prescribed interest rate is currently 4 per cent
(down from a high of 6 per cent in January 2024).
As the rate continues to drop, this creates
opportunities to split income through the use of
spousal and trust loans.

o April 1, 2025 brought the end of the federal fuel
surcharge and the associated Canada Carbon
Rebate (CCR) program for individuals, resulting in
the final CCR payment expected to be received by
individuals after they file their T1 tax return. The
end of the federal fuel surcharge was immediately
noticed as the average price of gas fell 17.6 cents
per litre across Canada (11.0 cents per litre in
Calgary).

e Many Canadians use their CRA My Account to
check contribution limits, balances, and to
download T-slips. This year, CRA has been delayed
in uploading the T-slips onto their system, so we
encourage anyone who files their own taxes to
verify the CRA My Account T-slips to the paper
copies received in the mail.

We are happy to visit about anything investment or
planning related, so please don’t hesitate to reach out.

Sincerely,

(Lo ity

Andrew, Kelly, Justin & the West Oak Team

WELLINGTON-ALTUS
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The information contained herein has been provided for information purposes only. The information has been drawn from sources believed to be reliable. Graphs,
charts, and other numbers are used for illustrative purposes only-and do not reflect future values or future performance of any investment. The information does not
provide financial, legal, tax or investment advice. Particular investment, tax, or trading strategies should be evaluated relative to each individual's objectives and risk

tolerance. This does not constitute a recommendation or solicitation to buy or sell securities of any kind. Market conditions may change which may impact the
information contained in this document. Wellington-Altus Private Wealth Inc. (WAPW) does not guarantee the accuracy or completeness of the information
contained herein, nor does WAPW assume any liability for any loss that may result from the reliance by any person upon any such information or opinions.
Before acting on any of the above, please contact your financial advisor.
wellington-altus.ca

If you no longer wish to receive commercial electronic messages from Wellington-Altus Private Wealth Inc., please send an email to unsubscribe@wellington-altus.ca
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