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Market Commentary

Interest Rate News

History tells us that market strength begets more
strength. Research has shown that, since 1960,
after making a new high (following a bear
market), the S&P is up 88% of the time over the
next 3, 6 and 12 months. Looking ahead, inflation
expectations continue to be very well grounded
around 2% which should allow central banks to
start reducing interest rates around mid-year. The
BMO Economics team continues to think the Bank
of Canada will begin trimming in June, just ahead
of the U.S. Federal Reserve (“Fed”). This has clear
positive implications since - as noted by research
company NDR - bond yields have historically
decreased going into the first central rate cut.
Additionally, equities have generally seen strong
gains during interest rate easing cycles. Going
back to 1970, the median S&P return during easing
cycles has been over 25% annualized. The lone
exception was in the 2001 - 2003 period which
followed the bursting of the tech bubble.

Portfolio Strategy

Global stock markets have continued to defy
various bearish forecasts through 2023 and so far
into 2024. With the exception of China - which is
mired in a painful growth slowdown - major stock
markets across the world, notably Europe (EURO
STOXX 50), North America (Dow and S&P 500), and
Japan (Nikkei) have made a number of new all-
time highs. Given equity markets are among the
best leading economic indicators, it would counter
projections of a global recession in the next few
quarters.

Longer term, the key for strong economic growth
will be continued productivity gains led by the U.S.

While productivity growth gets less attention than other
major macro variables, it increases long-term economic
and corporate margin growth potential without stoking
dangerous inflationary pressures. In the current context,
investments in artificial intelligence, cloud computing,
autonomous vehicles etc. is poised to have a real-world
impact on economic activity. As an example, The
Economist recently stated that Al is raising productivity
for salespeople and coders by at least 1/3" at tech start-
ups. This is far from trivial for companies that typically
burn cash and are racing to generate positive cash flow.

In our portfolios we maintained individual positioning in
February while keeping our portfolios slightly overweight
equities and underweight fixed income.

Talking with Adult Children About Your
Family’s Wealth

The great wealth transfer has arrived.

With the youngest boomers now turning 60 and the
oldest nearing 80, many are now transferring their
wealth to the next generation, whether while living or
due to their passing. Reportedly, US$84 trillion globally
will get passed down to future generations over the next
two decades, including investments, real estate,
businesses, and other assets.

The attached article offers insights on how to have
conversations about an inevitable wealth transfer with
adult children.




as usual, but also in Canada, particularly in the
Technology space.
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Six Tips for Talking to Adult Children

About Your Family’s Wealth

The great wealth transfer has arrived.

With the youngest boomers now turning 60 and the oldest nearing 80, many are now transferring their wealth
to the next generation, whether while living or due to their passing. Reportedly, US$84 trillion globally will get
passed down to future generations over the next two decades, including investments, real estate, businesses,

and other assets.!

Talking about wealth is an uncomfortable topic for many
families. According to a recent BMO report?, 59% of Canadians
said they hadn't had any conversations about budgeting,
financial planning or other money-related topics while
growing up. At the same time, 61% of family businesses do
not have a written, formal succession plan in place, with 29%
listing discomfort discussing sensitive topics as a barrier to
creating one.?

Passing a business or significant assets down shouldn’t be
left to chance. “I've seen some estates where parents are
surprising their kids into a co-ownership situation they may
not want to be in. They become partners by chance instead
of partners by choice,” says Shelley Forsythe, Director of
Family Enterprise Planning for BMO Family Office. “They
haven't had a dialogue around who might be interested in
becoming an owner in the business or if sharing the family
cottage makes sense. You need to have those conversations
before you get your legal documents in place for input and
feedback and to manage expectations.”

How can you have money-related discussions with
your adult children?

1. (Create a script before the first family meeting

All parents, particularly those of affluent families, tend to
avoid conversations with their adult kids because they fear
confrontation, a loss of privacy or worry about their offspring
becoming entitled and losing their motivation, says Forsythe.

Many also don’t know where to begin. One way to start the
process is to take some time to plan and develop a script,
which can be an actual document they can reference during
the first discussion. When developing that script, think about
the key messages you want to share with your family, says
Forsythe. Be clear about what you see as the purpose of the
wealth, your WHY and intentions to ensure an open dialogue.
If you would like an objective opinion on your script, elicit the
advice of a trusted advisor.
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2. Set the stage for conduct at meetings

Each family will conduct these conversations differently,

but it’s a good idea to develop a code of conduct everyone
follows, which Forsythe describes as a “set of guidelines of
how you interact and communicate with each other” that all
family members can agree on. The code could include the
ways in which people speak to each other - in a respectful,
non-confrontational tone, for instance - the importance of
confidentiality, expectations around participation and more.

“You want to ensure everyone’s showing up putting their best
foot forward and being self-aware,” she explains.

Setting goals for the first meeting and subsequent discussions is
also important to build communication, trust, and connectivity
in the family. Develop an agenda that outlines the purpose

and goals of the meeting, along with detailing what topics are
for discussion, for information, for decisions or for learning.
Consider creating a schedule of future meetings, too - while
frequency will vary based on family relationships, geography,
and the complexity of the assets, quarterly or bi-annual
meetings are common. An annual family retreat can also be
another worthwhile approach.

“Meetings may be more structured and formalized based
on the generation, size and complexity of the family, but for
anyone starting out, it'’s good to meet regularly and practice
meeting together,” she says.

3. Get the conversation started

When it comes time to talk, you don't need to jump into the
numbers right away, says Forsythe. Ease into the discussion by
starting with easier topics.

“Sometimes it's getting the parents to talk about their
relationship with wealth and their values to help them
think about the lessons they’ve learned and what mistakes
they made,” she says. “Get them to start talking about
what they hope this legacy could look like and if they have
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multigenerational intentions. This can really set the stage for
where they can go next.”

This is an especially useful strategy in families that have already
seen assets pass down from one generation to the next. Families
can talk about the history of how the wealth was created in the
first place and the legacy those assets have already created.

“Values come through in that storytelling, and it’s those core
values that are really helpful to ensure that everyone is on the
same page,” she explains.

4. Watch your language

As anyone who has ever been in any sort of argument knows,
words matter. One wrong phrase can derail a conversation and,
depending on what'’s said, even harm relationships. Stay positive
and keep the greater good of the family in mind, says Forsythe.
She suggests keeping the language in the initial scripts neutral,
avoiding any accusatory words that could set someone off.

“Language is very important as everyone has a different definition
of certain words,” she explains. “Different kids might pick up on
different words and think they mean different things.” Here's
where an advisor can add a lot of value. They're an objective and
neutral party who can tell parents what words to avoid in a script
or help tone it down.

Forsythe recalls a situation where she was working with a
family and all family members (G1 and G2), were involved

in the family business, but they weren't getting along. When
creating their script, the parents wanted to talk about the
importance of family relationships; however, they had a line
that suggested the kids’ spouses were from different roots
and thinking. “I had them pull that right out,” she recalls. “This
wasn't the forum to indicate differences with spouses.”

5. Discuss philanthropy

From Forsythe’s experience, conversations around donating to
charitable organizations making a difference or impact in their
community or the world are a great way to ease into family
finance discussions. Philanthropy is usually something everyone
can get behind, which can open the door to broader money
discussions. “Philanthropy is a really useful tool; you'll get

used to meeting together and having conversations, learning
together, working out disagreements and making decisions
together,” she says.
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Ideally, you'll talk about the importance of giving when the
kids are young so that when they’re older, you can be open
about your legacy intentions and how philanthropy might be
incorporated into your master plan.

As part of the giving process, families often review the
investment portfolios or assets earmarked for this purpose
together, too. “The children are getting a lot of financial skills
by going through that process, and these life lessons they’re
learning from a charitable giving perspective can absolutely
segue over to the wealth transfer.”

6. Provide education

Another key part of the wealth transfer discussion is financial
education. It's one thing to say you're going to receive an
inheritance, it’s another to be prepared and educated on the
responsibilities of that wealth. While parents can set up trusts
and have trustees oversee the stewardship of funds, you'll still
want to make sure your children understand the basics of the
stock market, what it means to own real estate, the implication
of taxes and so on.

“Having your kids learn about financial education is one of the
greatest gifts that you can actually give them,” says Forsythe.

Utilizing an advisor to help educate family members on the nuts
and bolts of finances is often a good way to go. If it'’s an advisor
who is already part of the process, then even better. They’ll not
only be able to impart general financial knowledge, but also
have insights specific to the family’s situation. Advisors can also
direct family members to other experts who can help with more
pointed education.

Clearly, there are a lot of moving parts to these conversations,
but the keys to a successful wealth transfer discussion are to be
purposeful, planned, prepared and patient.

“It definitely takes time,” Forsythe says. “There’s no one-size-
fits-all for every family. Being able to have some of those sage
conversations can go a long way to helping everyone come to a
common understanding - the ‘why’ behind the wealth.”

For more information, please speak with your BMO
financial professional.
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