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As we navigate the ever-changing landscape of
the financial markets, we wanted to take a moment
to address an important topic: daily market
volatility.

It's natural to feel concerned when we see
fluctuations in the market on a daily basis. However,
it's crucial fo remember that these short-term
movements are a normal part of investing.
Panicking or making hasty decisions based on daily
market changes can often lead to suboptimal
outcomes.

In any case, it is worth remembering that periods of
higher volatility are part of the nature of markets. As
an example, since 2014, there have been an
average of 9 days with a daily decline of 2% for the
S&P 500 per calendar year. We haven't had one in
17 months, the longest period since 2007.

6| A particularly quiet year and a half...

S&P 500 daily price change
12% -

10% -
8% -
6% -
4% -
2% -
0%
2% A
4% -
6% -

370 consecutive trading days
-8% - without -2% daily close

-10% -

12% -
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

ClO Office (data via Refinitiv).

NATIONAL BANK
FINANCIAL

WEALTH MANAGEMENT

7| ... with 370 consecutive days without a 2% loss

Number of days since a daily decline of more than 2% in the S&P 500
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Our focus should remain on our long-term strategy
and objectives. The strength of our approach lies
in its ability to weather these temporary shifts and
capitalize on the underlying frends over tfime. Our
experience and disciplined strategies are
designed to help us stay on course, even during
periods of uncertainty.

We have outlined some common myths and realities
of common investment beliefs below:

Market Timing in the Long Run:

MYTH: The timing of your annual savings investment is
of utmost importance for the well-being of your
portfolio in the long run.

REALITY: The timing of your annual savings investment
willmake a difference in the long run, but it is far from
being the critical factor many seem to believe.
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Case in point: consider an investor blessed with the
power of perfect fiming (blue line) compared to
another investor cursed with systematically picking
the worst possible day fo invest each year, over 30
years (red line). In the end, the market fiming
champion would have outperformed the most
unfortunate of all investors by a mild 1%/year. If
we take the more realistic example of an investor
saving systematically at the beginning of each
month, this annual outperformance shrinks below
1%.

How is such a small gap possible? Simply because
in the long run, the first year’s return is

superfluous. What fruly matters is the frequency of
savings and passage of time, not market timing.

Investing $1000 per year
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Reasons to Sell:

MYTH: Selling in times of heightened uncertainty
can protect investments from heavy losses.

REALITY: Selling in times of heightened uncertainty is
generally the best way to ensure heavy losses, as it
often rhymes with selling low and missing the
rebound.

More importantly, one should keep in mind that the
only certainty is that there will always be
uncertainty, as it is the price to pay for capital
appreciation in the long run.
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And — need we add —itisn't in the media’s best
interest to report the latest news with nuance and
historical perspective; better to let fear and
pessimism easily set in. However, the chart below
should act as a reminder that letting emotions
take overis a good recipe for short-term gain, but
long-term pain.

Reasons (not?) to Sell
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Should Investors Fear Recessions?:

MYTH: Investors should be fearful of recessions, as
they entail heavy financial losses.

REALITY: It is frue that most turbulent periods for
markets are generally concomitant with
recessions. As such, those with eyes riveted on
daily stock market exchange prices are very likely
fo experience fear in times of economic
downturn.

However, if we step back from market
fluctuations and look, rather, at the historical
performance of a basic balanced portfolior
during the last 7 recessions, we see that the
average return was actually -1%. Not something
to celebrate, but far from the financial
catastrophe many seem to believe — especially
when we consider returns in the previous and
following years. What's more, let's not forget that
recessions are relatively rare events, covering only
13% of the last 53 years.
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Therefore, it is not the recession that investors
should fear, but fear itself... or rather the risk of
materializing heavy losses, when in the grip of
emotion, at an untimely moment.

Balanced portfolio (60/40)* total return

2-months Durin, 12-months
Recessions (NBER) After Full period**

Nov 1973 - Feb 1975 7% 7% 12% 1%
Jan 1980 - Jun 1980 11% 9% 7% 31%
Jul 1981 - Oct 1982 9% 15% 26% 57%
Jul 1990 - Feb 1991 4% 6% 9% 21%
Mar 2001 - Oct 2001 -1% -5% -8% -14%
Dec 2007 - May 2009 1% -16% 9% -8%
Feb 2020 - March 2020 16% -9% 22% 28%
Average 7% 1% 1% 18%

Number of days in a
recession (since 1970)

Number of days notina
recession (since 1970)

[2x1%

* CIO Office (data via Refinitiv) 60% MSCI World (in CAD) ICE Bofa Broad Canada Universe (FTSE 91-day
index for the 1973-1975 recession).

** Total return from 12-months before a recession until 12-months after arecession. Recession dates are
from the NBER.

If you have any questions or need to discuss how
these fluctuations might impact our plans, please
don't hesitate to reach out. Let's continue to stay
focused on our long-term goals and maintain our
strategic approach.
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National Bank Financial - Wealth Management (NBFWM) is a division of National Bank Financial Inc. (NBF), as well as a trademark owned by National Bank of Canada (NBC)
that isused under license by NBF. NBF is a member of the Canadian Investment Regulatory Organization (CIRO) and the Canadian Investor Protection Fund (CIPF), andis a wholly-

owned subsidiary of NBC, a public company listed on the Toronto Stock Exchange (TSX: NA).

We have prepared this commentary to give you our thoughts on various investment alternatives and considerations which may be relevant to your portfolio. This commentary
reflects our opinions alone and may not reflect the views of National Bank Financial Group. In expressing these opinions, we bring our best judgment and professional experience
from the perspective of someone who surveys a broad range of investments. Therefore, this report should be viewed as a reflection of our informed opinions rather than analyses
produced by the Research Department of National Bank Financial. The particulars contained herein were obtained from sources we believe to be reliable, but are not

guaranteed by us and may be incomplete.
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