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somer D’Aversa History sets the context for the present. To understand today’s markets, we must
Wealth Management understand how we got here.

BMO Nesbitt Burns e In 2020, we experienced and were witness to the first truly global effort to save lives and
Jeff Somer, cia, mea protect our financial ecosystem. A coordinated global effort was made to manage a
::it:g:’:‘;_ggzr highly integrated financial system by lowering borrowing rates while the central banks
Email: jeff.somer@nbpcd.com infused monumental amounts of liquidity directly into households and the economy.

Lou D'Aversa, b, Fita, PFp Hon 6A Despite that, lockdowns didn’t provide many options to spend all that liquidity.

Investment Advisor e The speed at which financial markets & the greater economy have recovered from the
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lockdowns is astounding and surprised most experts.
Email: lou.daversa@nbpcd.com

We have always believed that today'’s volatile markets are
part of the long process of the recovery

“What is past is prologue”.

Two years after the Covid-19 lockdowns, global financial markets are experiencing a coordinated and
synchronized downturn as the effects of low interest rates, liquidity and lockdowns are being felt by way of
higher levels of inflation, pent up demand, and historically high levels of consumer savings.

e When inflation rises beyond acceptable levels, the Central bank’s role is to tighten our ‘belts’ and raise interest
rates in the hopes that inflation abates without causing higher unemployment or a recession. Regrettably, it is
often the case that they can’t do both and so recessions tend to follow a central bank ‘tightening’ period.

e Remember that Financial Markets are trying to anticipate what will happen in 6 to 12 months from now. If we
think in terms of cause and effect - good news is that all of this is perfectly normal.

The Global Equity and Bond Markets Sell-Off:

The S&P 500 is down approximately -16% from its highs in 2022, approaching a Bear Market (-20% from
peak). The Nasdaq (tech growth) is firmly in bear market terrain down over -25%, and the S&P/TSX is
flirting with correction territory down -10%. Global equities are doing just as badly, and Canadian & US

Bond Markets are all in a synchronized downward trend with long term bonds at historical losses of -21%
in Canada YTD.
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April 2022 was the worst month for equity markets since March 2020 and the S&P 500 (US market) is now off
to its worst start to a year since 1932!!!

Return:  Price Return:
First88Trading Days9toYear- | roceor
Rank Year Days End
1 1932 -26.6% 16.1% -14.8%
N 163% ? ?

3 1970 -13.3% 15.3% 0.0%
. | 1939 -13.0% 9.0% -5.2%
5 2020 -10.8% 30.4% 16.3%
6 1541 -10.5% -8.2% -17.9%
7 1842 -9.2% 23.8% 12.4%
8 1960 -8.6% 6.1% -3.0%
9 1962 -7.79% -4.,4% -11.8%
10 1977 -7.4% -4.4% -11.5%
11 1974 -6.2% -25.0% -29.7%
12 1953 -6.1% -0.6% -6.6%
13 1973 -5.8% -12.3% -17.4%
14 1937 -5.2% -35.2% -38.6%
15 1994 -5.2% 3.8% -1.5%

*Source: Charlie Bilello, Compound Capital

While the average balanced Fund / ETF is down -11% to - 13% YTD *(Source: Morningstar), by
comparison our balanced portfolios are only down approximately -4.8%. Our portfolios, while still
down, have preserved your capital and demonstrated tremendous resilience in the face of extreme
market volatility. You will notice that your portfolios have only experienced a small fraction of the
percentage declines of the markets overall. It is times like these that further validate the structure and
diversification strategies we have employed in building and managing of your portfolios.

We highlight our recently increased allocation to cash & our alternative managers & defensive
positions. Alternative managers provide less correlation to the equity markets and can reduce overall
portfolio risk while preserving capital or even profiting in down markets! Attached is the latest fact
sheet for Forge First, a core position we increased in recent months in our Alternative Asset
Allocation. This investment is up almost +5% year-to-date!
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Our Strategy:

Since ‘timing the market is nearly impossible’, insulating our client portfolios from extreme volatility is
an important focus while still trying to maintain a bias towards long term growth. To that end, we have
constructed ‘All Weather Portfolios’ - for both the present volatility and future growth.

Our diversification strategy includes both risk and opportunity management. Our Absolute Return &
Alternative managers provide significant protections against present market risk & volatility while still
providing us with excellent future return potential. Given that we have benefited from this strategy, we
take comfort to ride out this volatility in the interim. Similarly, while interest rates rise and wreak
havoc in the fixed income markets globally, our fixed income defensive Bond Ladder strategy, a ‘core and
yield” approach, has resulted in significant preservation of capital as we outperform in the bond markets.

Where do we go from here?

While we don’t know exactly when the markets will finish correcting or how much further (if any) they
will correct, we do believe that we are in a secular Bull Market in which the longer-term trend is here to
stay for several more years. This doesn’t mean that there won’t be several ‘bear’ markets along the
way. Below are some charts & thoughts that could be helpful when thinking about today’s financial
markets and provide you some ‘context’ as to how we are perceiving today’s markets and preparing for
‘the day after’ and the longer term.

3&P 500 - 16-YEAR CYCLES
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Some takeaways from this chart:

Charting sermantics are such that the most recent secular bull began when the S&F 500
brode out of the sideways trading range in 2013, not the March 2000 low. Le. - the secular
bull showdd remain in effect undl 2029-2030.

Cydlical bull maskets within bigger secular bulls tend 1o last aboad 30 months on average
g0 while this current weakness is a bd ahead of schedule T3 essentally in kne with what
we ahould expect to 38 this year,

Thie average gain in the S&F 500 during those cyclical bulls is nearly 85%.Le. - desplie
the impressive gains snce 2020 we were stll anly slightty above the historcs average
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S&P 500 - 16-YEAR CYCLES

The average cyclical bear market within a bigger secular bull averages out to
a decline of 21.7% over 6 months. A lot of the time, the price damage occurs
early. The remainder of the time is the repair process. i.e. - the “low, rally,
re-test” bottoming sequence.

Here the red arrows highlight the amount of time: it took the S&P 500 to get
back to the recent peak following a cyclical bear market. Over the past 40
years it averages out to 11 months (and only 9 months since the credit
crisis.)

2014 - 7 Cydlical bears:

2011: -21.58% - 6 months
2015:-15.21% - 9 months

2018: -20.2% - 4 months

2020: -35.42% - 3 months
Average: -23.1% over 5.5 months

1982-1998 Cyclical bears:

1983: -14.7% - 9 months
1987 -35.9% - 2 months
1990: -20.3% - 3 months
1984: -9.73% - 10 months
1998: -22 4% - 3 months

< "’ lﬂ'
Average: -20 6% over 5.4 months

, 1853: -14.8% - & months
A 1957- -20 66% - 3 months
1960 -13.57% - 9 months
1962: -29.3% - T months

Average: -19.58% over 6.75 months
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3MO Wealth Technical Analysis - Russ Visch, CMT

Created in MetaStock

The above charts depict that experiencing cyclical bear market corrections are quite normal
during a secular Bull market. 2 key takeaways: First, if history is any guide, we are most of the
way through this cyclical bear already. They last about 6 months with a decline of 21% in the
S&P 500. As of today, the S&P 500 is 4 months past and 16% below its early January peak.
More importantly, it usually takes the S&P 500 less than a year to get back to its prior bull
market peak. That means we should be back making new all-time highs either in Q4 of this

year or early 2023.
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What IS Working?

As many of our clients already know, we construct prudent diversified portfolios with a healthy allocation to
Absolute Return Alternative managers. Our only solace and comfort to ride out this volatility is the
downside protection afforded by our roster of Alternative Absolute Return focussed managers and
mandates. Several are actually up on the year (ie. Forge First mentioned above) and truly offer uncorrelated
returns and capital preservation in these highly volatile markets! 2 other exposures that are working well at
this time are a Low Volatility US equity exposure and a High Dividend US stock allocation. Both of these
are satellite positions in our portfolios and each are up 2% on the year as noted below:

SPY ZLUTO SPYD S&P S0 Down 16% * | s00%
Low Vol US Up 2% ) .
ITigh Dividend US Up 2% i o \\ o
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Source: Stockcharts.com

We hope that you and your families are healthy, safe and taking care of yourselves during this
continuing pandemic. In addition, we would be remiss in not extending our deepest thanks to all
those responders and front-line physicians who have worked exceptionally hard these past few years
to keep us all safe!

Finally, as Lou and I enter our 5" Year with BMO Private Wealth, we would like to personally
thank those who have invested with us over these many years = we greatly appreciate your
support and confidence!! It is abundantly clear to us that a Wealth Management Family Office is
only as good as its underlying clients and in this regard we have been very fortunate.

Thank-you for your time and as always please feel free to connect with us should you have any
questions or to learn more.
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Please contact our office at anytime should you have any
questions or wish to discuss your portfolio.

www.SomerDaversa.com

General Disclosure

The information and opinions in this report were prepared by BMO Nesbitt Burns Inc. Private Client Division (“BMO Wealth Management”) for BMO Wealth
Management clients. This publication is protected by copyright laws. Views or opinions expressed herein may differ from the views and opinions expressed
by BMO Capital Markets’ Research Department. No part of this publication or its contents may be copied, downloaded, stored in a retrieval system, further
transmitted, or otherwise reproduced, stored, disseminated, transferred or used, in any form or by any means by any third parties, except with the prior
written permission of BMO Wealth Management. BMO Wealth Management endeavours to ensure that the contents have been compiled or derived from
sources that we believe are reliable and contain information and opinions that are accurate and complete. However, BMO Wealth Management makes no
representation or warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained hereins and accepts no
liability whatsoever for any loss arising from any use of, or reliance on, this report or its contents. This report is not to be construed as an offer to sell or
solicitation of an offer to buy or sell any security.

The illustrations in this document are not indicative of the future performance of investments, which will fluctuate over time and may lose value. Past
performance of an investment is no guarantee of future results. There are risks associated with investing, including the risk of losing a portion or all of your
initial investment.This document may contain forward-looking statements relating to anticipated future events, results, circumstances, performance or
expectations that are not historical facts but instead represent our beliefs regarding future events. By their nature, forward-looking statements require us
to make assumptions and are subject to inherent risks and uncertainties.

BMO Wealth Management is a brand name that refers to Bank of Montreal and certain of its affiliates in providing wealth management products and
services. Not all products and services are offered by all legal entities within BMO Wealth Management.

BMO Private Banking is part of BMO Wealth Management. Banking services are offered through Bank of Montreal. Investment management services are
offered through BMO Private Investment Counsel Inc., an indirect subsidiary of Bank of Montreal. Estate, trust, planning and custodial services are offered
through BMO Trust Company, a wholly owned subsidiary of Bank of Montreal. BMO Nesbitt Burns Inc. provides comprehensive investment services and is
a wholly owned subsidiary of Bank of Montreal. If you are already a client of BMO Nesbitt Burns Inc., please contact your Investment Advisor for
Information. All insurance products and advice are offered through BMO Nesbitt Burns Financial Services Inc. by licensed life insurance agents, and, in
Quebec, by financial security advisors.”BMO (M-bar roundel symbol)” is a registered trade-mark of Bank of Montreal, used under licence.

All rights are reserved. No part of this publication may be reproduced in any form, or referred to in any other publication, without the express written
permission of BMO Wealth Management
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