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Dear Clients and Friends,

When | reflect back to last year at this time, it reminds me of how my role as
Portfolio Manager and Financial Planner requires a great deal of time and
attention in both the good times and the bad times. Stock markets around
the globe reached their low point last year on March 23, 2020 and quickly
started an amazing recovery that was hard to imagine. Clients that stayed
invested during the most difficult four week period in history were rewarded
by participating in the recovery and ending 2020 with a positive rate of return.

While 2020 was the year of the pandemic, 2021 will be the year of the
vaccine and a gradual return to a new “normal”. Mass inoculations lie ahead
and there is little doubt that a large proportion of the population will be
vaccinated by the fall of this year. We anticipate strong economic growth
over the next year, driven by an improving jobs market and consumer
spending. The stock market should be positive in 2021 as the recovery in
the global economy continues and we expect stocks to offer better returns
than bonds over the next year.

Governments around the world have adopted accommodating interest rate
policies and we expect central banks to keep interest rates low over the next
year to allow economies to continue to recover. Bond and fixed income rates
of return are expected to be marginal over the next 12 months due to this
continued low interest rate environment. For some clients, it will make sense
to increase their equity exposure to improve the potential for an overall
higher rate of return in 2021 (subject to each client’s risk tolerance level).
Some accounts may not warrant increases to equity exposure (RRIF
accounts or short-term cash accounts), while other accounts such as Tax
Free Savings Accounts, will benefit from adding equity exposure this year if
there are no income requirements from the account

One of the most rewarding aspects in my role as Portfolio Manager and
Financial Planner is that of educator. | enjoy teaching people about the world
of financial planning and investment management and this past year was a
great example of “there are no dumb questions”. My primary intention is to
create an experience that educates and empowers my clients to make the
best financial decisions possible. It is an incredible feeling when you have
educated someone to the point where they are now fully engaged in the
process of their financial future. I look forward to more education and
learning sessions with clients this year.

At this time, RBC Dominion Securities is still not yet permitted to have client
meetings in our offices, but we are very hopeful that will change over the next
few months. | am looking forward to seeing smiling faces in person again,
hopefully later this year.

Best regards for a healthy and happy spring,
Saudy
U7
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Finding the right balance between
volatility and returns

Understanding the interaction between volatility and returns can help improve your investment experience

What is volatility?

Volatility is defined as the price movement of an investment. The more the price changes, the greater the volatility.
For example, an investment whose price shifts between +7% and -5% in one year is more volatile than an investment
whose return fluctuates between +3% and -2% over a year. All investments, even cash, include some level of
volatility. In general, cash is not very volatile while some stocks, or equities, can be quite volatile. Here's an example
of where the three primary asset classes fall on the potential volatility and return spectrum. Notice that higher returns
tend to go hand-in-hand with higher volatility.

Cash Fixed income Equity
usually held in short-term typically refers to bonds or  refers to shares of publicly
money market or T-bill credit issued by traded companies
investments governments or

corporations
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Consider the ride

It's common for investors to focus solely on a fund’s historical return when choosing funds for their portfolio. However,
it is also important to look at the volatility the fund experienced over that time period. Two funds with the same total
return may have taken two very different journeys to get there.

For example, funds A and B have both returned 8% over the past 5 years. As you can see, these funds had similar long-
term returns, but investors in fund A had to endure more ups and downs (volatility) to achieve the same end result.

= Fund A =Fund B 8%

Returns

Time

Moral of the story is: returns are only one aspect of the investing experience. Think about the amount of volatility you
can handle, and choose the fund that best meets your needs. Investors need to balance their expected returns with the
anticipated volatility in their portfolio, keeping in mind their comfort level with risk, time horizon and long-term goals.
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Update on the TFSA:
Tax Free Savings Account

The tax-free savings account, known better as the TFSA, is a savings vehicle available to Canadians aged 18 and
older who have a valid social insurance number (SIN). The TFSA was launched by the federal government in 2009 as
a way to encourage Canadians to save.

The Federal Government has given us an amazing gift with the TFSA. Each year we can put money into a TFSA
account and pay NO tax on any of income earned or capital growth of the account. | continue to say that | wish our
federal politicians would have named the account using “investment” rather than “savings” to end up with the Tax
Free Investment Account.

There are plenty of ways to use a Tax Free Savings Account. There is no “right” plan for everyone. It depends on
how you want to use the account.

Here are the main two options:

1.

As an emergency fund or short term savings vehicle

All families should have some cash in reserve in case of a crisis such as a serious illness or the loss of a job.
Some individuals need a monthly savings plan to accumulate funds for annual expenses like property tax or travel
costs. If a TFSA is to be used for these short term needs, a savings account plan is the best choice. The return will
be minimal because interest rates are very low. The advantage is flexibility — you can get at the money quickly any
time without any market fluctuation. If you see yourself using your TFSA account for spending in the next 2 years,
then stick with the “savings” account option.

. To maximize tax-free returns for long term growth

In this case, you will want to “invest” in the account, rather than just “save”. Those investment options can include
stocks, bonds, exchange-traded funds (ETFs), mutual funds, etc. If you are not planning to draw from your TFSA
account, a growth strategy and longer-term perspective is recommended. If the government is going to allow us to
earn income and growth and pay NO tax, then let’s earn as much as we can (within each client’s personal risk
tolerance level). | remind clients that the TFSA should be considered part of their “long-term bucket” with regards
to investment strategies and tax planning.

Historical TFSA Contribution Limits (per year) since inception of the plan:

$ 5,000 for the years 2009 to 2012
$ 5,500 for 2013 and 2014
$10,000 for 2015

$ 5,500 for 2016, 2017 and 2018
$ 6,000 for 2019, 2020 and 2021

If you’ve been eligible to open a TFSA since 2009 and have not yet contributed to one,
your contribution limit would be $75,500 as of January 1, 2021.

In addition, if you withdrew an amount from your TFSA in 2020, you can re-contribute this amount to your TFSA
as of January 1, 2021. Any prior-year withdrawal (that is not a withdrawal of excess TFSA contributions) is
added back to your TFSA contribution room for the following year. Be extra careful when calculating your room
when recontributing to your TFSA, as the CRA can charge penalties for over-contributions.
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Understanding the Tax Forms

You may be receiving some of these tax forms to be used with your 2020 tax return

Statement of Trust Income if you have investment income from mutual funds in non-

T3 registered accounts and from certain trusts.
T5 Investment income including interest, dividends and certain foreign income.
Sgg?ﬁ%:f This form sometimes looks more like a letter than a tax slip so be sure that you do not
Dispositions overlook it. This is a summary of the proceeds of any sale of securities and your capital gain
(T5008) or loss information.
RRSP S .
Contribution _Reports the value of contributions made to an RRSP plan during the year and up to 60 days
Receipt in the next year.

All payments made from RRSP, RRIF or LIF accounts are taxable in the year they are

URERR S received. If tax has been withheld and sent to CRA, it will be reported on the tax slip.

Education Assistance Payments from a Registered Education Savings Plan (RESP) are
T4A taxable in the hands of the child in the year it was withdrawn. This is only the grant and/or
income portion of the plan which is taxable as income.

The ABCs of ACBs for Investors

Knowing the adjusted cost base (ACB) of your non-registered investments and how it’s calculated is
a part of good tax planning

Canadian tax rules require an adjusted cost base (ACB) calculation of an investment’s cost for tax purposes to
establish capital gains and losses on property you own, which includes your investments in non-registered accounts.
The difference between the ACB and the sale price of an investment is what will determine the capital gain or loss for
tax reporting.

Purchase price

You may buy the same investment at different times. Each time you buy more of the same investment, an adjustment
needs to be made with your ACB to come up with an average cost. The average cost is calculated as the total cost for
all purchases of the same investment divided by the number of shares or units you own.

Year-end distributions and allocations

If you invest in mutual funds, it is common to receive distributions and a corresponding tax slip at year-end. If you
reinvest the distribution, the amount must be added to your ACB. This is because you are already paying tax on the
distribution with the year-end tax slip, so you won’t have to pay tax on this amount again when you eventually sell the
price. An increase in your ACB means that you will have a lower capital gain in the future when you redeem your units.
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