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Today'’s report is all about volatility and our markets.

In the Great Financial Crisis of 2007-2009 and during the Covid market meltdown 5 years ago, our office got only a handful
of calls from clients wondering if they should sell their investments to go to cash till the turbulence was over, because they
were afraid that their investments would fall further or even go to zero. Those were scary times for investors and people
in general worldwide. (Of course, you know that markets did not go to zero and in fact went on to lots more new highs in
the years after.)

Now the world is facing Trumponomics, tariffs and worldwide political uncertainty. What is the future of Greenland, Gaza,
Canada, Nato, Balkan countries etc? The latest Angus Reid survey shows A) that 60% of Americans aren’t interested in
annexing Canada which means that 40% of Americans have some interest in having Canada become part of the US (2%
favouring using military force and 6% favouring using political and economic pressure), and B) that 1 in 10 Canadians
would vote to join the US (21% of Conservatives, and 2%, 3% and 1% of Liberals, NDPs and Bloc Quebecois respectively).

To us, that is truIy SCary. Source: 515t State: Canadian resolve in saying ‘no’ continues, while a massive gap between Trump & Americans is revealed, (2025,
Mar 12), Angus Reid Institute.

Between Feb 19 (the high) and Mar 13, 2025, the S&P 500 fell 10.1%, before quickly recovering to only being down 8.2%
the very next day. A market drop 10% or more to qualify at a correction. A correction in itself is nothing of great concern,
because since 1928, markets have fallen over 10% on average more than once per year. So far what has happened to
stock markets falls entirely in the realm of normal volatility. Nonetheless, we have had more calls from worried investors
than at any time in Elaine’s 28 years as a Senior Wealth Advisor. Why are people who didn’t panic over the 49% market
drop of Oct 2002 (the Tech Wreck), the 57% crash of Mar 2009 (the Global Financial Crisis) or the 34% drop in Mar 2020
(Covid) all of a sudden sweating over a little 10% drop? We think it’s because people are overwhelmed with fear over
everything else happening in the world and the threats to Canada’s sovereignty and economy. When people are fearful,
they feel a need to take action, to do something. Since we can’t individually prevent a tariff war or guarantee Canada
remains independent, some people turn to adjusting their portfolios. Taking that action is something within their control.
We would suggest to you that reviewing your portfolio doesn’t hurt, but altering your portfolio or investment strategy
could be detrimental to your financial health.

We have no idea whether markets will drop a little or a lot further, or whether there could be a development that results
in a restoration of market confidence and a complete, quick recovery. No one ever knows what will happen in the short or
even medium term on the market. (We only know what has always happened in the past over the long run.) So, what do
we do now? Our recommendation is to hold firm, as long as you are holding funds with quality companies and your
income matching buckets are filled up appropriately. (Last year when markets were up, we spent a lot of time working
with clients to make sure their lower volatility buckets were filled up to accommodate upcoming income requirements.
Thank goodness we did not get greedy or overconfident in the market and let our safety reserves sink below planned
levels.) If you want to discuss whether you have enough in buckets 1 and 2, according to our plans to support your
income stream requirements, call us to set up a time for a review. If you have questions about any of your holdings, call
us to review their investment style, holdings and quality. As usual, we will review everyone’s portfolios at the end of
March and mail out printed copies with our comments or suggestions for changes, if we think we can improve on
anything.

Now let’s look at some of the reasons why we think you should stand pat, when there is a risk that markets could continue
to fall in the face of so much economic and political uncertainty? First, we don’t want to be out of the market, because
we could well miss the market recovery and market growth beyond that. This could happen for 2 reasons. First, large up



market days often happen extremely soon after large market down days, as the following chart shows. (Friday Mar 14
was a recent example of this. After the steep market sell off of the previous few days, there was a fairly significant

rebound on the 14%))

Resist the Urge to Time the Market
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This graph shows the best trading days in green and the worst in red since 2008. Historically after a large drawdowns there are
typically large positive days around the corner. Negative volatility can be frightening; however, volatility tends to happen in

clusters.
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Source: Bloomberg Finance L.P., Cl Global Asset Management. 5&P 500 TR daily returns in USD, January 1, 2008 — September 30, 2024.

If you get out of the market, you could miss the recovery. Bouncebacks can happen so quickly, that you probably wouldn’t
have a chance to get back in in time. Secondly, even after a prolonged market rally starts, people are often uncertain if it’s
a real rally or just a temporary bounce. So, many people stay on the sidelines until long after new market highs are
reached. They would have made more money, if they had ridden the market down and just calmly waited for the
recovery and new growth after that.

Here are some other charts, like ones you may have seen in Royds Reports of past years, that may give you some helpful
insights to weather the super volatile markets, that we are currently experiencing. This first chart shows that markets are
seriously down for much shorter periods of time than markets are up, historically, and that market drops are seriously
dwarfed by market ups.



Historical Bull Markets Versus Bear Markets Cl GLOBAL ASSET

MANAGEMENT

A Bear market is defined as a 20% decline or more. Over the past 75 years, bull markets have lasted longer (~9 years
on average) than market downturns (1 year on average) and have more than made up for the periodic market decline.

Recessions will happen, they are a normal part of a business cycle, but the stock market and economy will recover.
The best strategy is to commit and stay invested over a long-term period to capture the market upside fully. Timing
the market exposes investors to potentially missing market rallies over the long term.

S&P 500 Index Fxpansions and Downturn Periods (Since 1945)
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Source: Morningstar Research Inc., Cl Global Asset Management. 5&P 500 TR USD as of September 30, 2024.

Here are two charts, one showing how there are usually big intra-year market drops, even in years when the market ends
up positive, and a second showing how there are almost always geopolitical or economic reasons/excuses for not being
invested. (I know this is hard to read, but you might make out things like the Korean War, the Gulf War, the War in Iraq,
Covid, 10% unemployment, skyrocketing energy costs, plunging oil prices, Y2K, record debt levels etc. Yet nothing has
stopped market growth for too long, and being too scared to be in the market would have resulted in a lot of missed
opportunity).



Downside Volatility is Normal
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Moderate declines can still result in positive overall outcomes in equity markets. By nature, equity markets are volatile but
deliver strong returns in the long run. The chart below shows calendar year returns (blue or red bars) and the maximum intra-
yvear drawdowns (light blue dots). Showing despite large intra-year declines equity markets will on average end with positive

results.
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Let’s stay on track and not panic. Maybe there will even be a great buying opportunity when you can invest more into the
market at even cheaper prices. I've attached a Fidelity document about keeping calm and what to do in scary market
times like these.

Don’t stay quiet at home losing sleep. Call us and talk about your portfolio, if you are worried about markets. Just
remember to differentiate your market concerns from your political concerns.

L. Elaine Royds, MBA, CFP® Jordan Royds, CFP®
Senior Wealth Advisor, iA Private Wealth Senior Wealth Advisor, iA Private Wealth
*Insurance Advisor, iA Private Wealth Insurance

Suite 303 — 1685 Main St. W., Hamilton, ON L8S 1G5

T: 905-393-0787 | F: 905-393-0788

Elaine.Royds@iaprivatewealth.ca Jordan.Royds@iaprivatewealth.ca
TF: 1-855-640-1857

Sarah Breimer | Associate Wealth Advisor | sarah.breimer@iaprivatewealth.ca

Marissa Jardim | Licensed Assistant | marissa.jardim@iaprivatewealth.ca

Paulene Marchong | Administrative Assistant | paulene.marchong@iaprivatewealth.ca
Dharini Jani | Administrative Assistant | dharini.jani@iaprivatewealth.ca (on leave of absence)
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