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TO WHAT YOU ARE SAYING
ARE 20 YR RETURNS OF 11—15% COMING? AND BE ATTENTIVE TO YOUR DESIRES

I must confess. When the lockdowns were initiated, | AS WELL AS YOUR FEARS
thought that it would be just few weeks and the Covid-19
infection rate would be almost nil. Considering the global
scope and degree to which personal contact was limited, to AND ENJOY
me that seemed logical.

SO TOGETHER WE CAN BUILD

A HARMONIOUS
Where we are today shows exactly how little | know about

disease, cultural differences on how people respond to be- AND RESPONSIVE RELATIONSHIP
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c ing told what to do, governmental policy, the need to pro-

k ) X ] i IN ATTAINING YOUR LIFE’S DREAMS
vide an income for oneself without interruption and person-

al freedom. There have and continue to be an infinite AND THROUGH THAT
amount of factors that come into play in regard to the path

we move forward on and the divergences that may occur. WE WILL BE ATTAINING OURS.

Now that the curve has been flattened it seems the infec-
tion numbers are going up again in certain pockets around
the globe. Every morning | refresh the 3 browser tabs I
leave open, which show Covid data; BC, WHO and Washing-

(Continued on page 2)

WHY VOLATILITY MEANS OPPORTUNITY

20 YEAR RETURNS OF 11 T0 15% / YR? 1
When investment prices are swinging wildly (volatility), there is something
obvious going on; most likely there is way more selling being done than buying.
VOLATILITY MEANS OPPORTUNITY 1 Below is a chart of the VIX index, which is a measurement of volatility.

A PORTFOLIO PROVIDING LIFETIME INCOME 2 R o

WHAT To PLAN FOR IN A 2ND MARRIAGE 3 i | | : i, J5 PNV oy
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3 QUESTIONS ABOUT YOUR MORTGAGE 3 Heightened “VIX” means people along with institutions (ETF’s and Hedge Funds

primarily) using algorithmic triggers, are selling. When there is an inordinate
TECH GEMS—YOUR PHONE (APP) 4 amount of selling being done, the selling creates more selling. Without any
fundamental thought being put into why, selling begets more selling. Nervous-

ness turns to panic.
HHHMMM... 4
The over-weighted selling eventually ends. The reversal often comes in the

form of some big up days. As time passes the “VIX” slowly comes down. Panic
has been subsiding. People are becoming more comfortable again. They are

www.carevvandenberg.com actually thinking now, rather than reacting. However, by that time, investment
prices have gone up significantly.
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ton State (I very much miss the freedom of going across the border, especially since | live a 5 minute drive from there).

Despite the negative implications of infection flare ups in small geographic regions and the curve trending up again in the US (their daily
confirmed case numbers are higher than they were at the end of April) many economic measurements are showing continued improve-
ment. These include unemployment numbers decreasing significantly in May in the US along with a strong rebound in US car sales, some-
thing that was not expected. The car sales have been so strong that US automakers have been talking about keeping their factories running
through the summer, which they normally don’t do. European and Asian economic recovery signs are a few weeks ahead of the US. All of
these “green shoots” are giving the investment market’s their reason to at least stay at current levels.

As one who focuses on long term thinking and habits that lead to positive outcomes (since that is what produces success in anything), |

want to give you a bit of where we could
be going over the next several years. If Rolling 20-year total returns on US stocks since 1948 (trend and upside/downside extremes)

you look at The chart below you will see 18%
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that the average annual return, as we have & 15%
moved through the last 20 years, has been 12%

declining. In 1999, 20 year returns on eg-
uities were in the mid-teens. That is really
healthy compounding; $100,000 during
those 20 years would be worth between
$800,000 and over $1,630,000. Today, 20

6%
3%
0%
-39

20-Year % Change, Annualized

year returns are in the mid-single digits. As o~ Secular bull
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returns have been declining. That trend Secular Bear Markets ~ ———S&P 500 Total Return Index ~ ——Trend = +/-1SE

may have recently reversed.

This long term down trend in returns is called a secular bear market. As the chart shows, we could very well be at the opposite of that, a
new secular bull market.

That doesn’t mean that we won’t see serious historic events and sharp downward moves during that time. We saw several of those from
1981 to 1999. We went through several terrorist attacks, the stock market crash of ‘87, Gulf War, an Asian currency crisis with a market
rout in reaction, to name just a few. History is full of stresses. That will continue. A secular bull market simply means that, as we move

(Continued from page 1)

Despite a calmer climate, there still remains a lot of cash sitting on the sidelines. There is still a reluctance to buy because there is still lots
of bad news out there. This sideline money will often sit until its holders can only see blue skies. This can often be a few years before they
end up investing again. This is of course when the VIX is low. What they often fail to see is how stealthily investment prices have moved up
while the volatility has been coming down.

As Roman Philosopher Seneca said, “Luck is what happens when preparation meets opportunity.” Preparation is anticipating those times
when fear will reign among so many. We have recently seen that and we will see that again. I’'m blessed to have so many clients who have
and will continue to experience “luck” in the Senecian sense. A number of them invested cash while so many were selling.

STRUCTURING A PORTFOLIO TO GIVE YOU LIFETIME INCOME

In client review meetings (referred to as RUPA; Review, Update, Plan, Attain), | often get the question on when to make a portfolio more
conservative, as one’s retirement date gets closer. You may have heard the rule of thumb idea that the amount of fixed income (bonds) in
your portfolio should equal your age. This means at age 50 you should have 50% in bonds. My view is that, being invested in bonds for
what could be 40—50 years (and increasing that bond percentage every year), is ludicrous.

200 years of history has shown that owning equities in a portfolio is the only long term way to have your portfolio grow to provide the maxi-
mum amount of income. There is a catch though. The catch is the uneasiness that one can feel, doing so. When you know how much your
portfolio needs to be worth, to provide a retirement income for you, it can be a bit unsettling to see a 10, 20 or even 30% decline of your
money.

To reduce this potential “loss” many people make their portfolio way too conservative. They only earn 1—3%, but with returns like that,
you can’t create much income. For a $1 million portfolio earning 2%, that is only $20,000 / year of income. A well balanced portfoio should
produce returns, with the majority of it made up of equity investments, you should be able to produce a long term return that are 6% per
year or more. | have clients who have been pulling between 4—6% per year out of their portfolios for several years yet, having the same
amount of investment dollars they had 5 and 10 years ago.

Of course, we all know that equity investments can fluctuate a lot while producing healthy long term returns. A tool to alleviate the with-
(Continued on page 3)
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This is just 1 of the strategies to have your portfolio provide the maximum amount of lifetime income for you. Let’s face it. Investment
markets go up much longer and higher than they go down. The graph above shows almost 100 years of evidence for that which is why any
money you don’t need for the next few years can be allocated to investments that will grow and by their very nature, fluctuate more. It
should be that way, no matter what your age is.

WHAT To PLAN FOR IN A 2ND MARRIAGE

Sometimes a marriage just doesn’t go the distance that was intended. This is the reality of relationships. If that has been part of your life,
here are a few areas that should be worked through.

Marriage Contract—first, | want to say that for me, philosophically marriage contracts run contrary to my thinking. Despite my leanings,
here is a summary on them.

Most of the time, a “pre-nup” is written when 1 or 2 of the people entering a relationship has significant wealth and or a business. The con-
tract layouts the agreement the ongoing support that will be provided and how the assets will be divided should the marriage dissolve or 1
predecease the other. What eventually happens to the family home will also be part of the discussion. Every province has their own family
law so those various laws may come into play. The whole idea behind writing out such an agreement is to ensure potential scenarios are
talked about and happen. If there is no agreement in place; everything goes as per how the province’ family law is written, along with a
negotiation between the 2 party’s lawyers.

Wills & Power Of Attorney (POA)— A Will is of utmost importance and even more so when a blended family is the reality. Again, provinces
and territories each have their own laws on how assets are split upon death. You’ll want to make sure there are no lingering documents
where an ex-spouse is named to receive assets that are yours. This could be by way of a previous Will, POA or beneficiary designation on a
particular plan such as a RRSP, RRIF, TFSA, investment with an insurance company or an insurance contract.

Spousal Trust— This is a legal entity where all your assets can be held and used by your spouse should you pre-decease them. This can
often involve a home and assets that investment assets that provided income to the married couple but were only in 1 spouse’s name. If
the home is yours and you have provided a part of the household income, the surviving spouse can have that continue while they are alive.
They are assets for the spouse’s lifetime use only and now owned by the Spousal Trust. Once they pass on, the assets can pass on to whom-
ever you wish. Without a Spousal Trust, all the assets would pass to your spouse upon your death and then, when they pass on, to their
heirs, instead of yours.

Life Insurance— This can provide the money needed to cover the cost of taxes that may be triggered on death. This is particularly im-
portant when 1 beneficiary is being given a non-taxable asset and the others is taxable. As well, if there is a recreational property that has
been held for many years that has significant capital gain. Upon death that tax is payable and there may not be enough money in the estate
to cover that.

Looking at the various scenarios without these in place will help you make the right decisions and implement them. That way things happen
as you want (as much as you control that). There is a lyric in the song “Free Will” by RUSH (written by the late Neil Peart) which says, “if you
choose not to decide you still have made a choice”. I'd suggest, choosing to take action is the best choice. Of course, for any legal docu-
ments that are very case specific, you’ll want to make sure you talk all this through with a lawyer; one who specializes in family law. Of
course, a Financial Planner can help you sort through and narrow down the best options for you, before that.

3 QUESTIONS YOou MAY HAVE ABOUT YOUR MORTGAGE

Do | have to wait until the end of my mortgage term? Simple answer? No. It definitely can make sense to go with another bank before
your current mortgage matures. Often there is a cost to break an existing mortgage however, you have to weigh out the potential one time
cost against the ongoing savings you’ll enjoy on the new mortgage. We have a mortgage broker on our team who can do the assessment. It




never hurts to get an evaluation done by a professional, who will run the numbers on both.

Can | amalgamate all my debt into 1? ‘Yes’ (with caveats). You have to be cautious here. I'd strongly suggest talking to a Financial Advisor
on the merits and downside of this. Sure, you may be paying less interest but I'd ask, how did you accumulate your other debt? Like any-
thing in Financial Planning, success is determined by long term habits more than any other factor. Seek the counsel of a Financial Advisor
who won’t be afraid to look you in the eye and tell you what you don’t want to hear. This kind of person is hard to find within a bank branch
because their primary job, as dictated by banking culture, is to sell you something.

Rates are so low right now. Should | lock in my variable rate mortgage in case interest rates go up? Historically, variable rates are almost
always lower than longer term, fixed rates. Currently a 5 year variable rate mortgage is 1.98%. A 5 year fixed is 2.29%. In this decision I'd
suggest to you that your comfort can play a huge part. On a $500,000 mortgage you could save ~$1,500 / year going variable. | don’t be-
lieve interest rates are going up and if they do it will most likely be very little. However, if you think you’ll feel uneasy any time there is talk
of rising interest rates, go with a fixed rate, particularly if you are already on a fairly tight budget.

TECH GEMS— YOUR PHONE (APP)

| so often see people at a Starbucks, while working on their laptop, pick up their phone to type out texts. Why do that? You can have your
texts typed out and sent for your laptop (or desktop) and have everything synced in real time. I've used MySMS for several years to do this
however there is also Your Phone (by Microsoft). With Your Phone however you can also make calls from either your phone or laptop/
desktop AND you will be able to see up to 2000 of the pictures that are on your phone. Unlike from what | understand with an Apple device
(which you have to manually choose which pics to sync), Your Phone syncs your phone’s pics continuously. I'll continue to use my regular
texting app MySMS since Your Phone isn’t set up to do texting from my cellphone; it runs in the background doing its syncing magic.

HHHMMM...

e $42.7 Billion went into savings and chequing accounts for the first 3 months of 2020. For the 3 years prior that number was just $3 Billion.
Globe & Mail, June 2020 #SellingLow #PermanentLoss #PoorlnvestmentBehaviour

e The S&P 500 is currently trading at a gaudy 20.4 times forward earnings, the richest level in 18 years. Investment Planning Counsel, May
2020 #Don’tOwnTheMarket

e The biggest part of having a successful investment track record is avoiding what not to invest in. It sounds perceptively simply but in prac-
tice it isn't because we are wired to get excited about a good story. #LookForYourBlindspots

e If you make an investment in an individual company without doing any real research and the share price goes up a lot shortly thereafter
that doesn't mean you are a great investor. That was just luck (again, using that term loosely). Seeing it as anything else is being intellectu-
ally dishonest. Without an investment decision framework in place, repeating that outcome is highly unlikely. #LucklsLikeLightning

e The Canada Pension Plan, as of the end of March 2020, had only 16% of its investments in Canada, 12% in Real Estate and 10% in Govern-
ment Bonds & Cash. CPP Annual Report 2019 #EquitiesAreBest

e Over the past 90 years, the average annual fluctuation for the S&P 500 Index is 16%. This means in a “normal” year you shouldn’t be sur-
prised to see the market decline 16% from the highest point to the lowest point. #FluctuationsAreNormalAsRain

e Without volatility, there would be few opportunities to buy outstanding businesses at attractive prices. #iWeWantVolatility!

e In March 2019, Fitch (a credit rating agency) warned about Canada’s high government debt levels and said it was incompatible with pre-
serving a top-notch rating. Canada has now been downgraded with its debt to GDP going up from 88.3% to 115.1%. Investment Planning
Counsel, June 2020 #CovidWillBeTheExcuse #SystemicSpendingProblem

e The Federal Government is planning on spending $200 million on a gun buyback program. The CBC Reports that up to 99% of guns used in
crimes come from the U.S. illegally yet there is no program to stem that. Cdn Tax Payors Federation, May 2020 #CriminalsWillKeepGuns

e The best choices are the ones that have more pros than cons, not those that don't have any cons at all. Ray Dalio, Co-CIO & Co-Chairman
of Bridgewater Associates #Wealthy&Wise #ConfirmationBiasKills

e The U.S. has 4% of the world’s population and currently 24% of the world’s Covid-19 infections. USA Today, June 2020. #Don’tBlameChina

e Washington State has a population that is ¥50% higher than BC yet they have well over 10 times the amount of daily Covid-19 cases (as of
May 26th 2020). #BorderOpenMarch2021?

e While Canada currently sits at 16.27 deaths per 100,000 of population, countries that didn’t follow the WHQ'’s protocols fared much
better. According to Johns Hopkins University, Taiwan has just 0.03 deaths per 100,000; Australia, 0.40; New Zealand, 0.43; and Japan 0.61.
Toronto Sun, May 2020 #SomeonelsAlwaysDoingBetter .
e Cancer, the leading cause of death, was responsible for 71,125 deaths in 2009, accounting for 30% of all deaths in Cana- / "f

! f
da. Heart disease ranked 2nd with 21% of all deaths. Stroke was 3rd with 6%. Accidents was the leading cause of death | /

for males aged 1 to 44 and the 3rd leading cause for males aged 45 to 64. Statscan #CostOfFreedom? |.. /U'i”ﬂ“‘--x\
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The information contained herein is based on certain assumptions and personal opinions. While care is taken in the preparation of Illllllld| ngIIS,

no warranty is made as to it’s accuracy of applicability in any particular case. The comments included herein are for illustrative purposes only
and not to be construed as a public offering in any province in Canada in anyway whatsoever.
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