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Navigating Through Uncertainty

In August, Crew Dragon made history as the first crewed orbital flight using a commmercial
spaceship. It was a true lesson in navigating through uncertainty. The landing was highly
automated compared to previous space missions, slicing through the atmosphere at
27,000km/hour in 1,900°C temperatures before slowing to 30km/hour for touchdown in
the Gulf of Mexico.

Today, as a result of the pandemic, we find ourselves similarly navigating through uncharted
territory. We have entered a new era of digitization, deglobalization and debt.

Technology continues to drive the speed of change. While it has helped to keep economies
from completely shutting down during the pandemic, it has also changed the way many of us
live, adapting work and play to the confines of our homes.

The pandemic has also accelerated the trend towards deglobalization, exposing nations’
overdependence on global supply chains. Over the summer, the U.S. continued to take actions
to protect its national interests, reimposing tariffs on Canadian aluminum, which were then
lifted in September, and instigating further trade tensions with China.

In order to support economies, the world has become substantially levered. Debt can

be helpful when it is used to finance productive assets and generate new wealth to help
economies grow. But problems can happen when debt is overextended. While stimulus
efforts have helped to prop up economies and asset prices during these difficult times, many
questions remain. As stimulus measures wind down here at home, how will the economy
acclimate to significant levels of debt? What will drive economic recovery going forward?

For many investors, today’s concerns are likely different than those of the spring. The
rebound of equity markets after the March lows created a disconnect between equity
market performance and what was happening on the ground. Will the markets continue to
push ahead? The more recent volatility we have seen in the markets should be expected
during this particularly uncertain time. While we have experienced deflationary pressures in
recent months, some wonder if inflation is an impending longer-term threat.

Given the continuing uncertainty, over the summer gold hit all-time highs. South of the border,
the value of the U.S. dollar has been falling. U.S. containment efforts have been slower than
expected, hampered by social and civil unrest. With just weeks until the Presidential election, all
eyes will be on the U.S. as a change in leadership may be imminent.

During periods of extreme change, it is more important than ever to take advantage of
professional advice in managing financial assets. Investing requires shifting gears ona
continuous basis, particularly in assessing new situations. Fast-moving markets can mean
additional risks, so careful review and monitoring of investments is vital. Balancing portfolio
exposure to account for the many risk factors and potential economic outcomes can ensure
that investing for the long term remains a profitable strategy.

As the successful return of Crew Dragon should remind us, overcoming uncertainty is often
necessary for us to advance and progress. We continue to harness the inevitable changes so
that your investments continue to work for you.
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Back-to-School Time: Keep Good Records

If you have a student in the family attending post-secondary
school, no doubt this may be a unique fall. While some
students have left town to attend school in person, many are
staying home for a semester of online learning.

For parents or grandparents, here are some reminders of the
tax benefits available for students to help soften the ever-
increasing cost of higher education.

RESP — Hopefully you already have a Registered Education
Savings Plan (RESP) in place. We mention the RESP on a
regular basis because we feel it is important for families.
From a tax perspective, the RESP provides the opportunity
for compounded growth over time while deferring taxes. As
well, there are other meaningful benefits. If certain conditions
are met, the federal government’s Canada Education Savings
Grant (CESG) is worth up to $500 per year per student
beneficiary to a lifetime maximum of $7,200. RESPs also
encourage disciplined saving. If you don't have a RESP for
members of your family, please get in touch.

Beyond the importance of saving to support a student’s
education, you should keep good records to take advantage
of tax benefits. As a result of the pandemic, students who
received the Canada Emergency Student Benefit (CESB)
from May to August should note that the CESB is considered
taxable income. As such, they will receive a T4A tax slip for the
amount received.

Tuition Tax Credit — The federal government provides this
non-refundable credit worth 15 percent of the amount of
tuition fees, with no maximum. Provincial credits are also
available. If a student doesn’t have sufficient income to use
the credits in the year of attendance, a credit for up to $5,000
of tuition fees can be transferred to a spouse/common-law
partner, or to parents or grandparents. Any remaining tuition
amount can be carried forward for use by the studentin a
future year.

Moving Expenses — While this may not be applicable this
semester, moving costs may be deductible. For students
attending post-secondary programs at least 40 km from
home, these expenses may be deducted from scholarships
or grants required to be included in income. Depending on
the circumstances, certain moving expenses may also be
deductible against income from a summer job.

Year-End Tax-Planning Checklist

It's only autumn, but this is a good time to be thinking about our
financial affairs in preparation for the year end. December 31 is

the deadline for many tax-related activities. As you consider the
opportunities to best position yourself, here are some ideas:

(© Capital Gains/Losses: Consider realizing capital losses to offset
realized capital gains for 2020, or take advantage of the carry-
back rules to recover taxes paid on taxable capital gains realized in
three preceding taxation years. There may also be opportunities to
transfer capital losses between spouses. In order to do this, please
get in touch well before the end of the year.

(® Income Splitting: There are various ways to split income. For
example, you may pay reasonable salaries to spouses for services
provided to your self-employed business or private company. You
may elect to split eligible pension income with a spouse on your

tax return. With interest rates at low levels, income splitting with a
spouse may also be achieved by way of a prescribed rate loan. A tax
advisor can provide the best options available to you.

© RRSP Contributions: Why wait until the last moment if you
are planning to make Registered Retirement Savings Plan (RRSP)
contributions for the 2020 year? Remember, you can contribute
until 60 days after the calendar year to impact 2020 taxes.

(® RESP Contributions: If you have a Registered Education Savings
Plan (RESP), consider making a contribution before year end.

While this won't impact your 2020 taxes, you may benefit from the
Canada Education Savings Grant for 2020.

(© Charitable Donations: Make eligible charitable donations before
December 3T to benefit your 2020 taxes. Remember that gifting
publicly-traded securities with accrued capital gains to a registered
charity not only entitles you to a tax receipt for its fair market value,
but also eliminates the associated capital gains tax.

(® RRSP Conversion: If you turned 71 this year, make sure to
collapse your RRSP. Consider making a final RRSP contribution, as
this must be done by year end, not the usual March 1, 2021 deadline.

(© Pension Income Tax Credit: If you're at least 65 years of age and
don't have eligible pension income, consider purchasing an annuity
or opening a small Registered Retirement Income Fund before year
end to claim the federal pension income tax credit. Eligible pension

income may also be split with a spouse on a tax return.

Many of these actions require planning, so don't wait until it's too
late. For further assistance, please contact us and, as always, seek
advice from a tax professional.
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Estate Planning: Looking Beyond the Will

The health-related consequences of Covid-19 have prompted

many to contemplate the importance of estate planning.
While creating and updating a will is an essential part of
preparing for when we are no longer here, an area often
overlooked is how things will be managed while we are alive
but unable to provide direction.

Without properly documented instructions, there may be
the potential for family disputes during stressful times. In
some cases, a family may have to apply to the courts or have
someone appointed as guardian to manage both personal
care and property — a potentially lengthy and costly process.
As such, the following should be considered in addition to
your will:

Power of Attorney for Personal Care and Property — Do you
have a plan in place to support you in the event you are unable
to speak for yourself? One of the most important aspects of
planning for incapacity is to identify substitute decision makers
you trust to make financial and/or healthcare decisions on
your behalf. They are often called an “attorney.”" Having this
document in place generally allows the attorney(s) to make
decisions if you cannot act for yourself. Generally, you are

able to appoint a different attorney for Power of Attorney for
Personal Care and Power of Attorney for Property.

Advanced Directive — What kind of care would you want to
receive if you were unable to communicate? Our current crisis
has led to the question of whether an individual would want to
use a ventilator for life support. In provinces where applicable,
this document provides specific medical or lifestyle decisions

to clearly indicate your wishes and provide guidance to your
substitute decision maker.

Other Considerations

Beyond a will and Power of Attorney documents, there may be
other documentation to consider. Beneficiary designations for
registered plans? and beneficiaries of life insurance should be
kept updated and revisited from time to time. The arrangement
of assets, such as the use of joint ownership with rights of
survivorship®, may also be a consideration as, depending on the
circumstances, it may help with the transfer of assets.

Estate planning goes well beyond a will. As estate planning is
governed by provincial legislation, it is important to consult
local legal and estate planning experts to ensure your will and
Power of Attorney documents reflect your intentions.

Notes: 1. The name, terms and conditions of the Power of Attorney document vary by
province (e.g. known as a mandatary in Quebec); 2. In Quebec, the designation may
have to be done using a will; 3. Not applicable in Quebec.

The Ongoing Importance of Diversification

Uncertainty has always played a common role in the financial
markets, but due to Covid-19 the path forward may feel
particularly uncertain. In these times, diversification remains an
important element of portfolio construction. The chart (right)
shows the performance of select asset classes/geographies over
the past decade (in C$). Here are some observations, which
provide the case for diversification:

- No single asset class consistently performs at the top over
time. A diversified portfolio can give access to the best
performing asset classes every year.

- Aswe have seen with Covid-19, industries, sectors and even
entire asset classes can fall out of favour, and sometimes with
little warning. Diversification can help to protect from the
downturns that may affect asset classes at different times.

- Thereis often a large gap in performance between the best
and worst performing asset class. Diversification helps to
smooth out performance returns within a portfolio.

- Markets change, and so does your portfolio. This is why
rebalancing on a periodic basis is important, to ensure your
portfolio maintains its appropriate strategic asset allocation.

Annual Returns of Key Asset Classes, Best to Worst: 2010 to 2019

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Canadian Us. EM us. UsS. uUs. Can EM Us. us.
Equities Bonds Equities Equities Equities Equities Equities Bonds Equities
17.61% 10.59% 15.61% 41.27% 2393% 21.59% L 28.26% 8.92% 24.84%

EM Canadian Int'l Int'l Us. us. s, Int'l Global ~ WEEREIIEGE
Equities Bonds Equities Equities Bonds Bonds Equities Equities Bonds Equities
12.67% 9.67% 14.72% 31.02% 15.39% 20.46% 8.09% 16.82% 7.70% 22.88%

Us. Global Us. Canadian | Canadian Int'l us. Us. Int'l
Equities Bonds Equities Equities Equities Equities Equiti Equities Equities Equities
9.06% 8.26% 13.43% 12.99% 55% 18.95% 34% 13.83% 4.23% 15.85%

Canadian us. Canadian us. Global Global

Bonds Equities Equities Bonds Bonds Bonds uiti Bonds Equmes
6.74% 4.64% 9% 4.60% 9.65% 16.15% L % 1.41% 12.43%
Int'l Cana i [e=LELIED Global Canadian | Canadian
Equltles Bonds Bonds Bonds Bon s Bo ds Equltles Bonds
8 7‘\% 3.60% 3.94% 8.79% 52% -0.80% p -6.0. 337%
uUs. Int'l Global EM EM EM Global Global EM Canadian
Bonds Equltles Bonds Equltles Equltles Equities Bonds Bonds Equiti Bonds
1.24% .97% 2.01% 04% -1.45% 0.34% % 2.81%

Global Int'l f us. Global
Bonds Equltles Bond ds Equities Equities Bonds
0.04% -16.40% 2.01% -119% 3.67% -8.32% -2.00% -3.18%

Bonds
Past performance isn't indicative of future performance. Emerging Markets Equities: MSCI EM GRI, Canadian Equities: S&P/TSX Composite TR;

Int'l

1.44%

International Equities: MSCI EAFE; Canadian Bonds: FTSE TMX Canada Universe Bond Index; US Equities: S&P 500 TR; Global Bonds: Barclays
Global Aggregate Bond TRI; US Bonds: Barclays US Aggregate Bond TRI. In Canadian dollars, unhedged.
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A Closer Look at Market Performance: The Major Indices

Those of us who follow the markets on a regular basis have watched

as the major indices have climbed from their lows in March of this
year. What has driven this performance?

S&P/TSX Composite Index Performance

The S&P/TSX Composite Index has traditionally been dominated
by the financial and resource sectors, both of which have been
impacted by the pandemic. The financial sector has struggled
with credit losses and the energy sector has been plagued by
falling oil prices due to the economic shut downs. These sectors
now comprise a smaller proportion of the overall index, which is
weighted by market capitalization (share price multiplied by the
number of shares outstanding).

A closer look at the Canadian index shows that two sectors have
largely helped to support performance: information technology

and materials.In S&P/TSX Composite Index Composition:

a higher market S&P 500 Median Results: Jan. to July 2020

cap have a greater Company  Market P/E YTD
impact on the Rank* Cap* Ratio Retu:ns
movement of the Top 10 $84858B 314 9.6%
e
- R . =-J. (e
me te”d % AtUngJSt' 101150 $4958 229 19%
e top 1 stocks 151-200 $30.5 B 26.4 6.7%
accounted for 201250 $246B 244 93%
around 29 percent of 351300 $202B 232 55%
the S&P 500 index  301-350 $14.9B 23.9 -8.5%
market value3 351-400 $11.8 B 221 17.6%
. 401-450 $8.9B 13.3 -22.6%
What Does This 451-505 $518B B9 -385%
Mean for My *By market capitalization, Jan. 1to July 3 (
Portfolio? awealthofcommonsense: com/2020/07/e><p almng -the-2020-stock-

market/

Many portfolios may not be performing at the same level as the

fact, the information  Jan, & Aug. 2020 index, and th|§ is not unexpected. As the pandemic is far from
over, economies have a ways to go to return to normal levels.

technology sector January 2020 August 2020 . . :

has increased its The current challenges we are facing are reflected in the price of

presence in the All Other Sectors 338% B many securities. As the economic situation improves, many are

index from 5.7 Information Technology 3,75 053 expected to recover.

. 15.4%

percent at the start Enerey Portfolios also use diversification to help protect from risk. The

of theyearto 10.3 Financials largest stocks driving index gains in the first half of the year

percent by the end were largely in the technology sector — which has fared well

Source: S&P Dow lones Industrial LLC, month end reports . . .
of August. throughout the pandemic. However, in any given year, the best

and worst performing sectors, or even asset classes, often rotate.
Without diversification, a portfolio may have the prospect of really
fantastic returns, but it also has the risk of poor returns.

The U.S.: S&P 500 Index Performance

S&P 500 Index performance over the first half of 2020 shows that
the biggest companies by market capitalization have had the best
returns. This has helped to drive performance of the index. While
the median stock in the index was down by 11 percent at the mid-
point of the year, the index was only down by around 4 percent.?

There may also be opportunities for those investors looking to
add positions to their portfolios. The aggressive rebound of the
largest equities is a good reminder that care should be taken in
assessing the price paid for any security. Yet, with many equity
prices below their highs, there may be opportunities to be found
in quality stocks that have been temporarily underperforming.

1. S&P/TSX Composite Index at April 2019 and August 2020; 2. S&P 500 Index closing values,
1/1/20 to 7/3/20; 3. S&P500 factsheet August 31, 2020 from www.spglobal.com

The S&P represents about 80 percent of the market value of U.S.
equity markets, so it acts as a relatively good reflection of U.S.
equities. Itis weighted by market capitalization so the stocks with

With the Compliments of.... Harbourfront Wealth Management
Marine Building, 510 — 355 Burrard Street

Vancouver, BC V6C 2G8

Toll Free: 1877 588-6822
Fax: 604-558-6823

www.harbourfrontwealth.com/wes-ashton/

Wes Ashton CIM®, FCSI®
Portfolio Manager
Director of Growth Strategy

HARBOURFRONT ©04-558-6830
weaLTH maNaGemENT  washton@harbourfrontwealth.com

Please note that comments included in this publication are not intended to be a definitive analysis of tax law. The comments contained herein are general in nature and professional advice regarding an individual’s
particular tax position should be obtained in respect of any person’s specific circumstances. This newsletter has been prepared in collaboration with Wes Ashton by J. Hirasawa & Associates and may not reflect the
views of Harbourfront Wealth Management. This information transmitted is intended to provide general guidance on matters of interest for the personal use of the reader who accepits full responsibility for its use
and is not to be considered a definitive analysis of the law and factual situation of any particular individual or entity. As such, it should not be used as a substitute for consultation with a professional accounting, tax,
legal or other professional advisor. Laws and regulations are continually changing, and their application and impact can vary widely based on the specific facts involved and will vary based on the particular situation
of an individual or entity. Prior to making any decision or taking any action, you should consult with a professional advisor. The information is provided with the understanding that Harbourfront Wealth Management
is not herein engaged in rendering legal, accounting, tax or other professional advice. While we have made every attempt to ensure the information contained in this document is reliable, Harbourfront Wealth
Management is not responsible for any errors or omissions, or for the results obtained from the use of this information. All information is provided “as is,” with no guarantee of completeness, accuracy, timeliness
or as to the outcome to be obtained from the use of this information, and is without warranty of any kind, express or implied. The opinions expressed herein do not necessarily reflect those of Harbourfront Wealth
Management Inc. The particulars contained herein were obtained from sources we believe to be reliable but are not guaranteed by us and may be incomplete. The opinions expressed are not to be construed as a
solicitation or offer to buy or sell any securities mentioned herein. Harbourfront or any of its connected or related parties may act as financial advisor or fiscal agent for certain companies mentioned herein and may
receive remuneration for its services. Harbourfront Wealth Management Inc. (“Harbourfront”) has relationships with related and /or connected issuers, which may include the securities or funds discussed in this
C(émmentary and are disclosed in our Statement of Policies Regarding Related and Connected Issuers. This policy is included in your new client package, on our website, or can be obtained from your investment
advisor on request.
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