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Quarterty Commentary

PANIC TO SPECULATION IN THREE MONTHS

The last three months were packed with major news items. Most of the news was
bad for the markets in the beginning but investors were rewarded with solid returns
and new all-time highs by the end.

The quarter started with Trump’s nonsensically punitive tariffs on 200 different
countries, which caused a severe bond and stock selloff. Less than a week later,
most of these tariffs were paused for 90 days. China then retaliated with severe
tariffs of its own, causing a trade war between the two largest economies in the
world. Meanwhile, the Ukraine/Russia war and Israel/Hamas wars both escalated.
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In the Middle East, Israel completed a military operation using 200 aircraft to attack
over 100 different sites in Iran, targeting Iran’s nuclear sites and reportedly killing
some of Iran’s top military figures and nuclear scientists. Shortly afterwards, the
U.S. bombed an underground nuclear facility in Iran with a weapon called the
“bunker buster” which only the U.S. possesses. Eventually, Iran and Israel agreed
to a ceasefire.
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After this, the focus was on Trump’s “Big, Beautiful Bill” which passed in the House
and Senate. This included the extension of major tax cuts to corporations and
wealthy individuals and cuts in funding for Medicaid, clean energy and electric
vehicles. This was a very controversial bill but was positive for the stock market.
Throughout the quarter, companies reported better-than-expected results, inflation
stayed fairly subdued, the labour market stayed strong and Al spending continued

“I figure that | can

. to ramp up. There were also trade deals announced along the way. By the end of this
SWIm as we I I as | wild quarter, the good news eventually overwhelmed the bad news and markets
. t th pushed into new high territory. Below are the results of the Moderate Risk Equity
Cand ga NS € and Balanced portfolios, in which many of you are invested, to June 30, 2025.
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t|deS | m nOt tryl ng MODERATE RISK EQUITY PORTFOLIO VS. CANADIAN AND U.S. MARKETS OVER
THE LAST FIVE YEARS:

to predict the tides”

TSX +6.8% +22.5% +39.4% (+11.7%/yr) +70.8%
(+11.3%/yr)

Dow Jones +1.2% +17.5% +39.0% (11.7%/yr) +72.1%

(in CDNS) (+14.5%/yr)

Moderate +1.9% +15.0% +40.8% (+12.1%/yr) +120.1%

Risk Equity (+17.1%/yr)

Portfolio
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BALANCED PORTFOLIO RETURNS VS. BENCHMARK OVER LAST THREE YEARS:

THREE MONTH ONE YEAR THREE YEAR FIVE YEAR
Benchmark* +3.1% +14.3% +21.8% (+6.8%/yr) +35.2% (+6.2%/yr)
Balanced Portfolio +0.7% +14.7% +32.0% (+9.7%/yr) +60.3% (+9.9%/yr)

*50% S&P TSX 60 Index/50% Canadian Bond Universe Index ETF (XBB)

As you can see below, the Canadian stock market (TSX) has outperformed the U.S. stock market (Dow Jones) in the last three
months and the last year. This is, in part, because of the over 40% gain in gold prices. Three of the top four performers in the TSX
in the last year were gold companies, with returns of over 77% on average for the three. Another big winner for the TSX in the last
year was Shopify, with a 72% gain, as it recovered from its disastrous drop from 2021 to 2022. It is now only back where it was in
December 2021.

In strong years, our portfolios may miss out on some gains of the more speculative areas of the market, but our portfolios are
also generally more resilient when markets drop. So far this year, we have had both strong and weak markets. The S&P 500, for
example, dropped 19% from its high in February to its bottom on April 9. Our Moderate Risk Equity portfolio only dropped two-
thirds of that amount over the same period. Over time, this results in a more stable portfolio with similar or better longer-term
gains. Less risk with the same or more reward. This is clearly shown in the results above.

T.A.C.O.

On April 2, just over three months ago, “Liberation Day” set off the quickest stock market drop since the outbreak of the
pandemic in 2020. Trump implemented unexpectedly severe tariffs on almost every country in the world, leaving businesses
and countries in shock. The U.S. stock market dropped 20% from its highs in February and money flew out of the U.S. dollar and
U.S. bonds. It was likely the crash in the bond market and the resulting rise in interest rates on the 10-year U.S. bond from 4%
to 4.6% over a matter of days that caused Trump to pause his tariffs. Trump put a 90-day pause on most of the tariffs that were
implemented less than a week before. He then encouraged countries to negotiate new trade deals with the U.S. or risk severe
tariffs in 90 days. This stabilized the bond market and sent stocks flying back up. In fact, the S&P 500 went up 10% in one day,
which is one of the biggest percentage gains ever for a day.

However, not every country rushed to make a deal with them. China took a very antagonistic stance and initiated severe tariffs
of their own on U.S. imports. This caused a trade war, with tariff rates reaching 145% for Chinese imports to the U.S. and 125%
on U.S. exports to China. China also restricted exports of six heavy rare earths to the U.S., 100% of which are refined in China,
and rare earth magnets, 90% of which are produced in China. These magnets are essential components in the electronics, clean
energy, aerospace, automotive and defense sectors.

Even though the stock market had recovered somewhat at this point, there was still major uncertainty about potential tariff rates
and the severe trade war with the world’s two largest economies. All market participants were confused, and the global economy
seemed to be edging closer to financial catastrophe. Markets were dropping again until April 22, when Trump announced that
tariffs on Chinese imports would “come down substantially but not to zero.” It was pretty smooth sailing for the markets after
this and the quarter ended on a high note. In fact, there was a little speculative fervour near the end of June. Trump’s 90-day
pause on most of his tariffs implemented less than a week before and his de-escalation of the trade war with China seemed to
diminish his credibility. T.A.C.O. stands for Trump Always Chickens Out. This refers to the idea that if Trump implements a difficult
policy with negative effects on the market, he is expected to reverse course eventually. This may be why the market tends to
ignore some of the policies he implements and partly why we find ourselves at new highs.

CANADA

The U.S. is Canada’s most important trade partner by far. We are probably the most vulnerable to the trade tariffs, yet somehow,
we have come out of this situation relatively unscathed. Canadian markets have actually had very strong returns and have
outperformed the U.S. in the last quarter and the last year. Certainly, gold prices, up by 40% in the last year, have helped (there
are lots of gold mining companies in Canada) but also, Canada has been improving relations with trading partners other than the
U.S. such as with China, India, U.K. and Europe. At the same time, Canada has avoided most U.S. tariffs due to the USMCA trade
agreement, which nullifies most of the trade barriers recently put up by Trump.




New Prime Minister Mark Carney has also provided a calming effect. He has made some progress reducing trade barriers between
the provinces, he has eliminated the carbon tax and the digital services tax, and he has created a “nation-building” project list. He
intends to streamline federal approvals of projects on this list. Some of these projects include new roads from B.C. to the Arctic,
new pipelines, new transmission lines, rail corridors and port infrastructure. These are major projects that stimulate a stagnant
economy and help get Canadian resources to global markets and make us less dependent on the U.S.

At the same time, Canada’s one LNG export terminal has started exporting natural gas to Asian markets. Plus, the Trans Mountain
pipeline expansion that tripled oil volumes from the oil sands to Burnaby is in full operation. Most of the extra oil is now shipped

to China. This has helped keep prices paid for Canadian oil from trading at a steep discount like it has in the past. There seems to

be much more of a focus on the economy in Canada and the strengthening of our trade relations with other countries. Carney has
stated the U.S. and Canada are in the midst of negotiating a new free trade agreement and there should be more clarity on this in 30
days. The Canadian stock market has traded at a lower valuation than the U.S. stock market for a number of years now, so I’'m not
surprised Canada’s market is doing a little better relative to the U.S., recently. This is good to see.

U.S. DOLLAR

The U.S. dollar index, which measures its performance against six other major currencies, is down 10.8% since the beginning

of 2025. This is a huge drop. In fact, it is the worst six months for the dollar since 1973. Despite the recent new highs in the Dow
Jones, so farin 2025, it has had a negative return for investors from other countries. A Canadian investor of the Dow Jones index
would have lost 0.6% so far in 2025, if measured in Canadian dollars, for example.

There are repercussions for Trump’s erratic policies. It creates instability and causes investors to reduce exposure to the U.S.
dollar. Since they are a netimporter, a low U.S. dollar can cause foreign goods to be more expensive and result in inflation. The
Big, Beautiful Bill does not help the dollar either because it is likely to cause $3.6 trillion more to be added to the national debt. It
also contains tax cuts, which are likely inflationary.

Over time, if the U.S. continues to have significant trade deficits and higher and higher national debt relative to its GDP, the dollar
could collapse further, and inflation could get much worse. Already this year, Moody’s reduced the credit rating for the U.S. to
one notch below AAA. This was the first downgrade for them since 1949. Currently, the U.S. spends about $980 billion per year in
interest payments but if credit ratings continue to drop, any new debt will need to be issued at higher interest rates, which will
push interest costs even higher. The current interest costs are one of the largest line items for the nation and are higher than the
amount spent on the military. Eventually, money paid to interest each year could crowd out money that could be spent on things
like infrastructure, education, national defense or Medicaid. It’s no surprise the dollar is falling right now.

FINAL THOUGHT

Tariffs are not good for anyone. That being said, the threat of tariffs can be useful in order to force other countries to reduce their
own trade barriers. As the Trump administration scrambles to make trade deals with numerous countries, perhaps we will see
global trade barriers eventually come down lower than where they were before Liberation Day.

The McKinley Tariff Act of 1890 raised tariffs for most imports but eliminated them for sugar, molasses, tea, coffee and hides. The
threat of raising tariffs on these items allowed the U.S.to make 10 treaties with other countries, in which other countries lowered
their tariffs on U.S. goods. This was one positive that came from the McKinley Tariff Act of 1890 for the U.S. but overall, the Tariff
Act proved to be very unpopular, as it ended up raising prices on goods for the imported items that still had tariffs applied. This
ended up costing the Republicans the next election. The Democrats won by a landslide and then lowered the remaining tariffs
once again.

History often repeats itself, so it is possible the current trade talks with the U.S. and other countries will yield something positive
for trade. If not, it could also cost the Republicans the next election. There is no way to predict the future and even if you could, it
would still be difficult to profit from the knowledge. Who would have predicted the big gains in the last quarter, given the starting
pointin early April? Similarly, who could have predicted the enormous investment gains we have experienced since the outbreak
of the pandemic in 20207 If in late 2019, you knew a major global pandemic was on its way in a matter of months, would you have
invested in stocks? Probably not and it would have been a mistake. This is why investors should focus on what they can control.
Paying a fair price for companies with consistent earnings, good management and solid balance sheets. Investors are better off
not listening to those who try and predict the future. This is difficult because there are many who try.




BIRTH ANNOUNCEMENT: WELCOME, BABY GIRL EMERY!

We are thrilled to announce that Ashley welcomed her beautiful baby girl into the world on June 22!

This sweet little one is already surrounded by love—and especially by her proud big brother Evan, who is absolutely over the
moon to meet his new sister. As a family of four, they’re now embarking on an exciting new chapter full of sibling giggles, cozy
snuggles, and cherished memories.

Ashley and baby are both doing wonderfully, soaking up this magical time together.
Since Ashley’s departure, we are delighted to share that Taryn has joined our team as our new assistant!

Taryn brings fresh energy, great ideas, and a collaborative spirit that we know will make a lasting impact. From day one, her
enthusiasm and dedication have stood out—and we’re excited to work alongside her.

Please join us in giving Taryn a warm welcome and wishing her every success in this exciting new chapter. We’re lucky to have her
on board!

Wishing you a great summer,

P
Shawn Dunbar, BSc., CIM®
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