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Market Insights Amid Uncertainty

MGCkenZ_ie |nVe$tmentS Life can change quickly. In just a few short months, we've seen the American

Sequencing Article ... 2 administration embrace chaos—resetting trade agreements, slashing government
agencies, and expressing newfound territorial ambitions. North of the border, we're
approaching a critical federal election that, not long ago, seemed destined to be a

BDWM in the Community landslide. Now, it's shaping up to be a neck-and-neck race.

Around Town

. With rising anxiety around markets and politics, how can one stay committed to their

Quotes for Volatilew Tlmes.................. 4 . o v P Y

investment strategy? We focus on what we can control.

First and foremost, we continue to manage and select portfolios made up of widely

TD Wealth Private diversified, high-quality financial assets. These investments provide the conviction

needed to withstand short- to medium-term uncertainty.

Investment Advice

. - - Secondly, we take great care to understand your cash flow needs and investment
Tel: 519-253-1028
TE: 1-800-287-1898 goals. During the wealth-building years, the timing of investment contributions has a

. relatively minor effect on long-term returns. However, as we begin drawing down on
156 Ouellette Avenue, Suite 300 funds, the timing becomes far more critical. Selling investments during a downturn
Windsor, ON N9A 1A4 can lock in losses, reduce performance, and impact portfolio longevity. To guard
Www.brozierdupuisweolth.com against this, we incorporate an ‘income reserve’ strategy designed to protect our
clients’ cash flow needs during market declines.

In this edition, we've included an article that explains sequencing risk and reinforces
the importance of thoughtful planning.
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MARKET INSIGHTS

How the sequence of returns can impact
your refirement savings

For investors entering retirement, high portfolio refurns are important, but they are only one factor
influencing how long their savings will last. Another factor is the order or sequence of returns. There is a
simple mathematical reason for this: regular withdrawals progressively diminish a portfolio's dollar value
and that dollar value is the base on which future returns compound. When negative returns occur near
the outset, the investor is left with a smaller base on which future positive returns can compound.

Over tfime that base continues to decline with each additional income withdrawal. This could result in
retirement savings running out much sooner than if the portfolio experienced positive returns at the

start of the withdrawal period.

Will your savings last through retirement?
Let’s look at some illustrative scenerios

The best way to illustrate this risk is to look at three
different scenarios. Three retirees starting the withdrawal
period with identical savings can have entirely different
financial outcomes, depending on the sequence of their
returns. The following hypothetical example in Figure 1
presents these scenarios over a five-year period.

In Scenario 1, the sequence of refurns goes from the most
positive refurns in the first year to the most negative in the
final year. Scenario 2 starts with the most negative refurns
and moves forward to the most positive. Finally, Scenario 3
earns a constant (average) refurn in each of the five years.

Fig.1 | lllustrative Return Scenarios

Scenario 2
Early (-) returns
1

Scenario 3
Constant returns

Scenario 1
Early (+) returns

15% 1% 5%
2 13% -5% 5%
3 1% 1% 5%
4 -5% 13% 5%
5 7% 15% 5%

For illustrative purposes only

Each scenario follows a different path,
but all end with a compounded total return
of 27% and an average annualized rate
of return of 5% over five years.
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The outcome if no withdrawals are made

The sequence of refurns has no impact on the portfolio’s
final dollar value when no withdrawals (or additions) are
made over the course of the five-year investment. As
Figure 2 illustrates, the ending value in all three scenarios
is the same, even though each fravels a different path to
arrive there.

What happens when withdrawals are made?

However, if income is withdrawn from the portfolio during
the period, the end result for each scenario could be very
different. The portfolio that experiences the negative
returns af the beginning is not able to keep up with the
portfolio that experiences the positive returns up front.
This is because when the positive refurns come later they
compound on a smaller and declining base. The result is
that the ending dollar value is lower than it is with the two
other scenarios.

Figure 3 illustrates what happens when $5,000 is withdrawn
every month (for a total of $60,000 a year). The longer the
fime period, the larger this divergence could become.

Figure 4 shows the same five-year sequence of returns
repeated six fimes fo create a 30-year period. Even though
all three scenarios over this period would have earned an
average annualized rafe of return of 5%, the dollar value

of each portfolio would continue to grow apart. Eventually,
the portfolio in Scenario 2 (beginning with negative returns)
would run out of money before the others. The portfolio in
Scenario 1 (beginning with positive returns), on the other
hand, would have ended with a dollar value of $763,747,
and would have been able to continue paying income.

Source:
View the Mackenzie Investment Sequencing
article by clicking here


https://www.mackenzieinvestments.com/content/dam/mackenzie/en/2019/07/wp-sequence-returns-en.pdf

Fig. 2 | No withdrawals
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Fig. 3 | Withdrawals
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Fig. 4 | Extended period of withdrawals

$1,500,000 Initial $1,000,000 investment
$60,000 annual income withdrawn monthly

$1,200,000 Ending Value

$763,747

$900,000
$600,000 Ending Value
$318,664
$300,000 — Return Scenario 1: Early Positive Returns
Return Scenario 2: Early Negative Returns
$0 — Return Scenario 3:Constant Returns

Initial 2 4 6 8 10 12 14 16 18 20 22 24 26 28 30
Investment
YEARS

Fig. 5 | Sequence of returns risk
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Sequence of returns in the “real world”

It is very unlikely that two actual portfolios would perform

as they did in the before mentioned scenarios, with one
experiencing refurns that move from high to low, and the other
the exact opposite. Sequence-of-refurns risk, however, can
manifest itself in similar scenarios when a significant negative
market event occurs near the beginning of an investment
period.

To illustrate, we, at Mackenzie Investments, created a hypothetical
example in Figure 5 using actual market data. Investor A enfered
the market on January 1, 1998. Investor B entered seven months
later on August 1, 1998. In mid-August, the Russian financial

crisis hit.

Although the investments were made just seven months apart,
the outcomes after 20 years differ by nearly $778,990. One
portfolio benefited from early positive performance before the
Russian financial crisis, while the other did not - highlighting the
impact of timing.

Sequence-of-returns risk is further magnified when $5,000
monthly withdrawals are made during the same return series. In
Figure 6, performance differs as each portfolio's compounding
base declines with ongoing withdrawals.

Sequence of returns in the “real world”

Controlling the effects of market volatility on a portfolio
could be one way to reduce sequence-of-returns risk.
Retirees today may wish to consider moving beyond
traditional asset classes and strategies fo manage volatility
while seeking fo enhance returns.

An alternative approach could be a solution. Alternative solufions
take two main forms: those offering access to asset classes

such as commodities, currencies, and real estate, and those
using strategies such as shorting and leverage. Both types
enhance diversification through assets and strategies with

lower correlation fo traditional investments - potentially leading

to higher refturns, reduced volatility, a smoother, less stressful
investment experience, and better long-term capital preservation.

Fig. 6 | Sequence of returns risk with withdrawals
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BDWM IN THE COMMUNITY

A Busy Start to 2025:
Tax Season, Team Building,
and Growing Families

Early in the year we were focused on meeting RSP contribution
deadlines and more recently we've been hard at work to
complete tax packages for our clients. We did find some time
to connect outside with a TD Specialist from TD Wealth Private
Trust for some team building.

Also, Congratulations to Brian Porter for earning the Chartered
Investment Manager (CIM®) designation. This is a significant
accomplishment that demonstrates a strong foundation in
investment management.

Lastly, the Brazier Dupuis Wealth Management team is
__ : T & growing! We'd like to extend our sincerest congratulations
—— . . ' to Nancy and her partner Anthony who will be welcoming a

Team engagement event with our partners at the Detroit Red Wings game, held at Little bundle of joy later this year. We couldn’t be ha ppier for them
Caesars Arena. PlcTured (left to right): Boraba Sordachanh, PJ Dupuis, Brian Porter, and cmd their melly
Shereen Worrell-Isidore.

Q U OTeS for \/O | aT| Ie T| m eS S&P 500 total return over the last...

1 month 1year

“Far more money has been lost by investors W

preparing for corrections or trying to anticipate
corrections than has been lost in corrections 210
themselves.”

-0.1%

- Peter Lynch

10 years 30 years

+1653%

“In bear markets, stocks return to their rightful (+10% ann.)

owners.”

+194%
(+11% ann.)

- J.P Morgan

CIO Office (data via Refinitiv). As of April 4, 2025

The information and the data supplied in the present document, including those supplied by third

L0 1 i parties, are considered accurate at the time of their printing and were obtained from sources
I n the m I_d St Of ChOOS, there Isa IWGYS which we considered reliable. This information and data are supplied as informative content only.
Oppo rtu n |ty_” No representation or guarantee, explicit or implicit, is made as for the exactness, the quality and
. s the complete character of this information and these data. The opinions expressed are not to be

- S un TZU s A rt Of WG r construed as solicitation or offer to buy or sell shares mentioned herein and should not be considered

as recommendations on the part of National Bank Investments Inc. and National Financial Wealth
Management. Past returns do not guarantee future returns. Please talk to your advisor.

The information contained herein has been provided by Brazier Dupuis Wealth Management and is for information purposes only. The information has been drawn from sources believed to be
reliable. Graphs and charts are used for illustrative purposes only and do not reflect future values or future performance of any investment. The information does not provide financial, legal, tax or
investment advice. Particular investment, tax, or trading strategies should be evaluated relative to each individual’s objectives and risk tolerance. Certain statements in this document may contain
forward-looking statements (“FLS”) that are predictive in nature and may include words such as “expects”, “anticipates”, “intends”, “believes”, “estimates” and similar forward-looking expressions
or negative versions thereof. FLS are based on current expectations and projections about future general economic, political and relevant market factors, such as interest and foreign exchange
rates, equity and capital markets, the general business environment, assuming no changes to tax or other laws or government regulation or catastrophic events. Expectations and projections
about future events are inherently subject to risks and uncertainties, which may be unforeseeable. Such expectations and projections may be incorrect in the future. FLS are not guarantees of
future performance. Actual events could differ materially from those expressed or implied in any FLS. A number of important factors including those factors set out above can contribute to these
digressions. You should avoid placing any reliance on FLS. Index returns are shown for comparative purpose only. Indexes are unimagined and their returns do not include any sale charges or fees
such as costs would lower performance. It is not possible to invest directly to an index. TD Wealth represents the products and services offered by TD Waterhouse Canada Inc., TD Waterhouse
Private Investment Counsel Inc., TD Wealth Private Banking (offered by The Toronto-Dominion Bank) and TD Wealth Private Trust (offered by The Canada Trust Company). Brazier Dupuis Wealth
Management is part of TD Wealth Private Investment Advice, a division of TD Waterhouse Canada Inc. which is a subsidiary of The Toronto-Dominion Bank. All trademarks are the property of
their respective owners. ®The TD logo and other trademarks are the property of The Toronto-Dominion Bank or its subsidiaries.
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