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Summer is usually the time for leisurely
pursuits, but this year we face new
challenges. In the near term, we are likely
to see market volatility as economic data
and earnings will reflect the impact of
the spring economic shutdowns. During
these times, try and maintain a longer-
term perspective.

| continue to work hard for you and your
investments in these changing times.
Please call if you have concerns. | hope
that you take some time to enjoy yourself
after a difficult spring.

— Doug

Summer 2020

Maintaining a Longer-Term View

As the saying goes, “there are decades where
nothing seems to happen and then there are
weeks where decades happen.” This spring
was no exception. For many; it felt as though
the events of a decade occurred within just
weeks. Unprecedented change, including
physical distancing, isolation at home and the
voluntary shut down of economies, led to
equally unprecedented reactions: oil futures
prices reaching negative levels and then
rebounding, entire industries being shut down
and record unemployment levels.

Similarly, equity markets caught many off guard
as they fell and then rallied so quickly. Typical
bear market cycles last between 18 to 36
months. Yet, this past spring, we saw one that
was compressed into a matter of weeks.

As economies globally have begun to reopen
and the world moves towards some semblance
of “normal,” perhaps we can reflect on certain
experiences from the spring:

Setbacks can happen too quickly to ignore.

Yet, consider that progress often happens too
slowly to notice. Since 1928, we have endured
the Great Depression, a world war, recessions,
market busts and lengthy bear markets.
Despite many bumps along the way, the S&P
500 Index grew from around 13.4 to a level of
around 3,000,%% a compounded annual growth
rate of over 6 percent, not including reinvested
dividends. Time — if you can stick with it —

has been a powerful force in investing as it
compounds growth.

The world can be surprising. Sometimes the
biggest risks cannot be foreseen. As advisors,
this is why one of the most important roles we
serve is to act as risk managers. With a focus
on preserving hard-earned capital, the goal is to
maintain a disciplined approach to controlling
risk within a portfolio, while constantly
monitoring investments and navigating the
changing landscape.

Policy responses have been faster and
deeper than ever. \We must not overlook the
support of today’s policy makers in trying to
minimize the implications of the crisis. While
certain media voices suggested the potential

for depressionary times when contemplating
unemployment levels and economic declines,
our historic troubles were likely compounded by
a series of poor policy decisions, unlike today.*

In the near term, equity markets are likely to
experience volatility as economic data and
earnings reflect the impact of the spring
economic shutdowns. Despite the challenges
ahead, better times will prevail. Maintain a
longer-term view. In preparation, a disciplined
approach emphasizing quality, diversification
and a solid plan is expected to serve investors
well for the longer term.

1. bloomberg.com/news/articles/2020-04-06/no-one-wants-to-call-canada-
s-21-stock-surge-a-bull-market; 2. macrotrends.net/2324/sp-500-historical-
chart-data; 3. At June 1, 2020; 4. hbr.org/2020/05/the-u-s-is-not-headed-
toward-a-new-great-depression?ab=hero-main-text
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Retirement Planning

Changes to the RRIF Withdrawal Factors for 2020

Back in March, the Federal Government reduced the 2020
minimum withdrawal amounts for Registered Retirement Income
Funds (RRIFs) by 25 percent “in recognition of volatile market
conditions and their impact on many seniors’ retirement savings.”"

Should Retirees Withdraw Less from the RRIF?

While the lower withdrawal requirement allows investments
within a RRIF more time to potentially recover from a market
downturn, there may be other opportunities for seniors who
don't require RRIF income.

Consider, instead, transferring investments “in kind” from a RRIF
to a Tax-Free Savings Account (TFSA), subject to available TFSA
contribution room. While the withdrawal from the RRIF will be
taxable in the year of withdrawal, should investments recover, the
TFSA will generate no taxable income on future withdrawals or
investment income, unlike the RRIF.

There may be an additional tax opportunity. For seniors who
have a lower marginal tax rate today than they expect to have
in the future (including at death), drawing RRIF income above
the minimum levels may be a way to potentially lower an overall
lifetime tax bill. RRIF withdrawals will be taxed at the current,
lower tax rate, instead of at a higher anticipated future marginal

tax rate. If these funds are invested in a TFSA, any future gains
will not be subject to the higher future marginal tax rates. Note
that withholding taxes will apply to RRIF withdrawals in excess of
the minimum amount. Also keep in mind that the effect on any
income-tested government benefits should be considered when
contemplating this strategy.

Note that the reduction in the minimum withdrawal factors for
the 2020 year also applies to Life Income Funds (LIFs) and other
locked-in RRIFs. If you have already withdrawn more than the
lower minimum amount in 2020, you are not permitted to re-
contribute any excess to your RRIF

Please call for assistance with this or any other RRIF matters.
1. https:/Amww.canada.ca/en/revenue-agency/campaigns/covid-19-update/covid-19-benefits-

credits-support-payments.html

During Uncertain Times: The Benefits of Dollar-Cost Averaging

As we have seen with recent equity market reactions, short-term
price movements are often unpredictable and nobody can be
certain when the next upturn will begin. Such turns can occur
when the outlook is bleak and the natural inclination may be

to sell, not buy. In hindsight, all down markets look like buying
opportunities. But in the moment, it's not always easy to commit
money to an investment that has gone down in price, particularly
in a bear market.

Those investors who use a dollar-cost averaging (DCA) program
to build their long-term portfolios can have an advantage. A DCA
program mandates regular, modest investments, rather than one
major lump-sum commitment. As such, investors need not focus
on predicting market movements.

DCA can fit nicely with personal cash flow, acting as a way

of saving on a steady basis. Payments can be made at any
regular intervals, such as monthly or quarterly. DCA can work
particularly well with funds as you can buy exact dollar amounts
of a fund, which may not always be possible with share
purchases. However, there is no reason why DCA can't be used
to build any security position, especially in these times in which
broad declines have affected many securities.

The example (chart) uses S&P/TSX Composite Index returns to
depict a DCA program through the extended bear market period
we experienced from 2000 to 2002. Each quarter, $1,000 was
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invested. Despite  Profiting Through a Bear Market:

poor market DCA Using S&P/TSX Index During 2000 to 2003
performance, the Quarter qu(%d Pulchﬂgssed Ol\J/\?rlgd Jgfgé
DCA program 12-99 84138  118.85  118.85  $1,000
resulted in a 03-00  9.4624 _ 105.68 22453 $2,125
modest gain of 06-00  10.1995  98.04 32258  $3,289
09-00  10.3779  96.36 _ 418.94  $4,348
$1,130($17,130 1200 89337 111.94  530.87 _ $4,743
less $16,000), plus _ 03-01 7.6080 13144 66231  $5039
the ownership 06-01 77364 12926 79157  $6,124
S 09-01 6.8386  146.23 _ 937.80 _ $6,413
of significantly 12-01 7.6884  130.07 1067.87 _ $8,210
more units which 03-02 7.8515  127.36 119523  $9,384
: 06-02 71456 139.95 1335.18 _ $9,541
beneflt_ted the 09-02  6.1804  161.80  1496.98  $9,252
portfolio as time 1202 66145 15118 1648.16 _ $10,902
went on. Had 03-03  6.3433  157.65 1805.81 $11,455
06-03  6.9831  143.20 1949.01 $13,610
a lump sum 09-03  7.4211 13475 2083.76  $15,464
investment of 1203 8.2209 - 2083.76_ $17,130
$1 6,000 been Source: S&P/TSX Composite Index closing figures, 12-31-99 to 12-31-03.
deployed at the Past performance is never indicative of future performance.

beginning of 2000, it would have returned a small loss, with an
overall value of $15,633 and 1,902 units owned (versus 2,084).

During times of uncertainty, DCA can be a useful strategy. It allows
you to take the emotions out of investing, while continuing to put
money to work. Even during down or bear market times, DCA is

a good reminder that a thoughtful investing plan can result in real

progress toward achieving your wealth-building goals.



Estate Planning

Creating a Will During COVID-19: Exercise Caution

In light of COVID-19, many people have turned their minds to
their estate plans. One news report indicated some Canadians
have flocked to online will-creation sites — one of which saw
sales up by 700 percent from the same period last year.

A will is the cornerstone of any estate plan and creating one on
your own is not difficult these days using the support of a will
kit or online tool. However, there may be good reasons why
more thoughtful planning can be beneficial.

The will itself may not be valid. \While you can create legal
documents online, they may not be legally binding. Canadian
law currently requires that will documents be physically printed
and stored offline. In order to be valid, a will must also be signed
in the presence of two witnesses who are required to sign the
document. As a result of COVID-19, some provinces have issued
emergency orders to permit virtual witnessing of legal documents
including wills.? However, at the time of writing, there has been
some confusion as to the procedures to be followed to ensure
validation. There are also concerns about situations involving lack
of capacity or undue influence.? In addition to this, there may be
other nuances in provincial laws and/or language that may affect
the validity of a will.

Legal does not mean “effective”. Even if the document

is valid, do you fully understand family law or succession
regulations within your province, Canadian income tax and
investment rules, or even the current U.S. estate tax law? These
can change over time, and also create risks or potential future
consequences to your estate plan. Today’s families are more
complex than ever, with divorces, remarriages and blended

family arrangements. In these cases especially, careful wording in

a will can help to ensure that assets are distributed after death as

intended. Equally important, a will that has been quickly drafted,

such as one created in reaction to the current pandemic, may not
thoughtfully consider all aspects of the estate.

Have You Updated Your Will?

If you do have a will in place, how old is it? Perhaps this may be
a good time for a thorough review of the complete document,
especially if circumstances have changed.

Seek Expert Advice

The support of a professional can not only ensure the validity of a
will, but also its accuracy. Taking the time to do a deep discovery
with an estate planning professional can help to ensure that your
plan completely reflects your needs and desires. We can help
provide a financial perspective, if required.

Improper documentation or vague instruction can lead to
misunderstanding, conflict or even court battles. Don't let this be

your legacy.

1. https:/Avww.ctvnews.ca/health/coronavirus/should-you-create-or-update-your-
will-in-light-of-covid-19-1.4879831; 2. https:/Avwww.investmentexecutive.com/news/
industry-news/ontario-quebec-allow-legal-documents-to-be-signed-virtually/; 3.
https:/Avww.torkinmanes.com/our-resources/publications-presentations/publication/
virtual-witnessing-of-wills-and-powers-of-attorney-permitted-in-ontario-during-covid-19

Working From Home? Consider the Potential Tax Benefits

Working from home became the “new normal” for many office
workers this past spring. A common question arising from this
new experience is: “Can | claim a deduction on my tax return for
home office expenses?”

The Canada Revenue Agency (CRA) may allow for certain
deductions in instances in which one of the following
conditions is met: i) The workspace is where you mainly do
your work (more than 50 percent of the time); or ii) You use the
workspace only to earn employment income, and it is used on
a regular and continuous basis for meeting clients, customers,
or others in the course of your employment duties.

Deductible costs are based on the type of worker claiming

the deduction: employees, commissioned salespeople or self-
employed workers. Each of these groups is entitled to deduct
different expenses. Expenses generally include electricity, heating,
maintenance and supplies. Property taxes and home insurance
are allowable expenses for commissioned salespeople or self-
employed individuals, and mortgage interest and capital cost
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allowance may be claimed if you are self-employed. The portion
that can be claimed is based on the area attributed to the home
office, as a proportion of the total finished area of the home.

If individuals are not self-employed, in order to potentially deduct
certain expenses, your employer must complete CRA Form T2200:
Declaration of Conditions of Employment. Any expenses
reimbursed by an employer cannot be claimed.

While the current CRA rules require that you spend more than 50
percent of total work time in the home office during the tax year
in order to claim deductions, some accounting professionals have
indicated that there may be exceptions given the unprecedented
circumstances. The CRA may consider cases on an individual basis.!
However, over the foreseeable future, the threshold is likely to be
met by more workers if fewer return to traditional office spaces.

For detailed information, please consult the CRA or seek advice
from an accounting professional.

https/Amwwvtheglobeandmail. comvinvesting/globe-advisor/advisor-news/artide-pandemicled-fight-to-home-
offices-brings-tax-perks/?fodid=MAR24-wttdbs)4Sflok 1d5gRR77hoUEY UyeBaOGshEy5s90i23TXpheggZQc
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Our Role as Risk Managers

The exogenous event of COVID-19 has been an
uncomfortable reminder that we are all vulnerable to
unforeseen risks that can have unprecedented effects. As
investors, we could try and avoid these terrible events,
but for most of us, overly defensive tactics, such as not
participating in the markets, wouldn’t help in achieving
our goals over the longer term.

As the saying goes, perhaps “the correct lesson to learn
from surprises is that the world is surprising.” Equity
markets inherently come with risks — in order to reap the
potential returns offered by the markets, investors must
be willing to accept that surprises can happen from time
to time.

While risks in investing can never be eliminated, they can
be managed. This is one of our main roles — to act as risk
managers. As risk managers, we have significant concern
and care about preserving your capital and growing it
over the longer-term. We put this into practice when we
construct and manage portfolios — positioning them so
they dont do terribly in any one particular outcome, but
also have the chance to do well across the many potential
paths the markets could take.

During buoyant market periods, such as the extended
bull market run we recently experienced, the need for risk
management may not be overly apparent. It may have
been easy to get caught up in the prevailing momentum
and continuous market advances. Yet, risk management
does not focus on achieving the highest possible rates
of return — it is about preserving hard-earned capital

to support investors in achieving the returns needed to
accomplish their goals. Often, it's only when prices head
downwards that the value of risk management becomes
more obvious.

This means following various guidelines that have been
established to control risk. We do this in various ways, such as
maintaining a strategic asset allocation, rebalancing portfolios
back to target allocations when they drift too far, limiting the
size of any particular holding, diversifying exposure across
sectors and geographies and paying particular attention to an
investor’s personal risk tolerance levels.

We're also here to provide counsel. As hard and fast as equity
markets fell in late February, the rebound in April was equally
stunning. As award-winning finance columnist Morgan Housel
has said: “You will likely be more fearful when your investments
are crashing and more greedy when they're surging than you
anticipate. And most of us won't believe it until it happens.”
Sometimes emotions can pose risks to our short-term decision-
making that can affect our longer-term well being.

While everyone has an idea about how things will continue to
unfold, in reality, nobody can be certain about the near-term
path forward. Risk management practices are intended to help
protect investors from the potential changes. During these
challenging times, investing requires patience to understand
that the markets will inevitably encounter surprises along

the way, as well as the resolve to remember that portfolio
guidelines have been put in place to support your journey to
investment success. Please call if you would like to discuss.
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This information has been prepared by J. Hirasawa & Associates for the benefit of Doug Stone who is a Portfolio Manager for HollisWealth® and does not necessarily reflect the
opinion of HollisWealth. HollisWealth® is a division of Industrial Alliance Securities Inc., a member of the Canadian Investor Protection Fund and the Investment Industry Regulatory
Organization of Canada. The information contained in this newsletter comes from sources we believe reliable, but we cannot guarantee its accuracy or reliability. The opinions
expressed are based on an analysis and interpretation dating from the date of publication and are subject to change without notice. Furthermore, they do not constitute an offer or
solicitation to buy or sell any of the securities mentioned. The information contained herein may not apply to all types of investors. The Portfolio Manager can open accounts only in
the provinces in which they are registered. Watermark Stone Wealth is a personal trade name of Doug Stone. Insurance products provided through Hollis Insurance and Watermark
Stone Wealth. Watermark Stone Wealth is an independent company unrelated to HollisWealth and Industrial Alliance Securities Inc. Industrial Alliance Securities Inc. and its related
and affiliated companies have no liability for Watermark Stone. Wealth For more information about HollisWealth, please consult the official website at www.holliswealth.com.
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