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Dear Client,

As you know, my background is History with Economics 101 and Business 101, thus when there is an
event that affects our lives (politics) and our savings (economics), I look to the past for guidance. What
did I say in the past and what happened in the years following the situation? Of course, when reviewing
the past there is the disclaimer that past actions/performance do not guarantee future results, but they can
give us a good indication.

Black Monday, October 19, 1987 — an unexpected global financial crisis happened, and the global stock
markets fell more than 20% in one day. Stock markets continued downward for a couple of more days.
The word depression was used a lot. No one knows for sure what caused the financial turmoil. The markets
before the crash had been declining due to monetary and foreign trade agreements that depreciated the
U.S. dollar. It was thought that a portfolio insurance strategy kicked in that triggered panic selling by
individual investors, which triggered more selling as margin calls triggered in panic.

Computerized trading was relatively new at the time. The volume of trades generated more trades creating
imbalances, overwhelming the system. Added to this were the hostilities in the Persian Gulf and a concern
about rising rates.

The federal bank acted fast and reduced interest rate rates. Banks were encouraged to increase liquidity.
Within days, the global markets started to recover and the Dow Jones was up 2.26% by the end of the
year. Two years later the S&P 500 was up 54.4%. When the situation stabilized, there was a review, circuit
breaker rules were implemented along with other checks and balances. These are still used today to slow
trading irregularities caused by computer action.

How did I react and respond to the crash of 1987? I was new to the investment side of business, started in
September 1985 and had only experienced a positive market. The recession of 1979-1980 had had no
effect on me. The crash of October 1987 was a panic-inducing catastrophe, we should be selling
everything. My mentor, George Beck, remained calm and said, “Why should we sell? The world needs
food, transportation, healthcare and energy.”” The companies we were invested in were well established
with many of them having a solid record of increasing dividends. They would not implode and probably
would continue to pay a dividend. Hold the course. Stick with your investments and in time the markets
will rally, and while you wait, the dividends continue to come in. He was right.

The period from 1950 to April 8, 2025, 1987 saw the worst market crash. Looking at a chart today it’s
just a tiny blip. See Appendix A.
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Since 1987, there have been many events, economic and political, that have triggered market and
economic downturns — many of them globally. You may remember them, and a list can be found in
Appendix B. Some of these stock market disruptions have lasted more than a year — others, like Covid, a
few months. During each downturn I am reminded of what I learned in 1987. “This will pass, and stock
markets will start to recover.” — See Appendix C

Looking Forward

In 2020, we were in uncharted water. This time, even though we are again dealing with many unknowns,
there are some facts we do know.

Tariffs do not necessarily cause a reshoring of manufacturers and other businesses. Reshoring and creating
all the infrastructure of a supply chain means finding land, building a new plant, and hiring/training skilled
workers. This takes millions of dollars and often years of planning and building. Companies would have
to raise money or cut costs elsewhere, which may not be possible. Additionally, there may not be much
hiring: if you are going to build a new plant, you are going to make it as cost-efficient and productive as
possible, and this means automatizing everything.

Tariffs can activate inflation as companies’ increased costs are transferred to consumers.

Tariffs can disrupt supply chains, which results in production delays, increase business cost, and lower
margins. The result is layoffs.

Interest rates will rise if there is inflation, which further increases cost for consumers and businesses.
There is also concern that as costs rise, they bump against slowing economic momentum, which is
stagflation. No one is familiar with stagflation, so the concern would be how to fix it.

What we don’t know is how to negotiate with Trump. What will be the trigger/motivation to make him
back down?

We do know: the on, off, on, hold tariff situation means that companies do not want to invest in
themselves. Canada already has a problem with productivity and this pause will make it worse.

We do know how to handle recessions and inflation.

Buying Canadian and getting rid of interprovincial barriers is helping, and hopefully the momentum
continues.
Whoever becomes Prime Minister will need to bring all their diplomatic and negotiating skills to the fore.

Remember: you should exercise your right to vote on April 28, 2025.

When will the tariff war be over? Probably when the US economy starts to really feel the pain. When
companies report declining or stagnant earnings and project lower future earnings. When the consumer
stops spending. The Americans are not great savers and tend not to have a cushion for difficult times.
When more businesspeople start to speak out against tariffs. When politicians start campaigning for the
midterms in 2026 and realize they are losing their supporters and finally start to exert themselves.
Unfortunately, this will all take time, and it will be almost impossible to avoid a recession.

So what about your portfolio? As I learned in 1987 and still believe in today, here are my comments from
my March 2020 quarterly.
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Depending on Government actions, there could be a lot of collateral damage to business and consumer
confidence and, yes, the word recession is very much out there as a real possibility. The Central Banks
around the world have been dropping rates, but far from reassuring, this is creating concerns that they
are running through their ammunition too soon, and this worry is triggering selloffs instead of calming
the waters. This, however, was also an issue in the 2007-10 recession and we managed to get through
that in one piece.

To put it all in perspective, here is a truth that I have expressed many times: we are not looking at your
portfolio for yesterday, today or tomorrow. The focus is on years to come, whether your financial goal is
to have a steady income for retirement or to have an estate for your children. We focus on that future and
not the transitory happenings that bedevil our lives. The crash of October 1987 was the worst of all time
and induced widespread panic; now it’s a blip on the charts, and a very small one.

Moreover, I also remind you that while past performance is no guarantee of the future, during the
recession of 2007-10, portfolio values declined dramatically, but their underlying strength meant that
everyone’s monthly draw continued unchanged. In addition, the markets, when they recovered, far
exceeded anyone’s expectations.

We are in a bear market — the past weeks have been extremely volatile, and in many cases an overreaction.
Your portfolio is diversified among the five main sectors. utilities, manufacturing, consumer, and
resources. Some of these sectors will be under extreme pressure during this period and others, while being
pressured, will hold their own and claw back. We need the banks, food, heat, and telecommunications, so
we can feel confident that the fundamental value will withstand the present pressures. Dividends may not
increase much this year but at this juncture, they are not being cut. If you are drawing income from your
account, at the beginning of the year, I raised capital for most accounts to cover the monthly draw for
2020.

As in past periods of turmoil — 1987, 1990, 2000, 2007-10 and others — stay calm, have patience, and
above all, stay healthy.

What I said then holds true today.

What you can do:

e [fyouhave excess cash in your bank account, more than what you need for three months’ expenses,
it should be in your investment account at Research Capital, so that I know it is there and can
invest it for you. This is called dollar cost averaging, which works much better than trying to time
the markets.

e Stop obsessing over the news. Manage what you read and watch and be sure to only look at credible
news sources. Social media/Tik Tok is not written by experts.

e Look at your investments once a month or maybe even every six months. We are not trading the
markets, we are investing and building a portfolio.

e (all me if there are any changes in your life now or soon, i.e. retirement.
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I am not offering platitudes. Markets rise and fall over the years and will do so in the future, but the trend
is upwards. Staying invested, collecting dividends, and saving funds is a solid philosophy that has stood
the test of time. It is very much a tortoise and the hare situation, and we have to be realistic as to our
expectations. As we have seen in the past, we have had years of negative numbers and years of positive.
What we are looking for is an annual average of 6-8% and growing dividends. This is realistic and

conservative.

I put my money into the same investments as you. My retirement and my family are dependent totally on
my investments and who I manage them for.

Sincerely,

Susan Howson
Director, Portfolio Manager

Email: showson@researchcapital.com
Phone: 416-860-7605, or 1-800-749-6663

Website: susanhowson.com

The opinions, estimates and projections contained herein are those of the author as of the date hereof and are subject to change without
notice and may notreflect those of Research Capital Corporation ("RCC”). The information and opinions contained herein have been compiled
and derived from sources believed tobe reliable, but no representation or warranty, expressed or implied, is made as to their accuracy or
completeness. Neither the author nor RCC accepts liabilitywhatsoever for any loss arising from any use of this report or its contents. Information
may be available to RCC which is not reflected herein. This report is not tobe construed as an offer to sell or a solicitation for an offer to buy any

securities.
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