Market Downturn is Short-Term Noise
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The U.S. stock market has declined for six straight days. The S&P 500 dropped 3.3% on Wednesday — its largest
single day drop since February 2018. By market close today it had dipped a further 2.06%. Stocks also fell in

Canada and in markets across the globe.

The backdrop to this short-term trading is still dominated by
deepening U.S.-China tensions and a surge in volatility for
stock and bond markets. As long-term investors, we are
focused on the objectives of our portfolios and are tuning out

the noise.

e Triggers: Mounting concerns around higher interest
rates, U.S. 10-year Treasury yields continuing to rise,
and the impact of the tariff war with China and its
effect on corporate earnings are all worrying equity

markets.

e Keep in mind: While markets as a whole are down, key
defensive sectors, including Utilities and Financials, as

well as selected value stocks gained.

e Good news: Caution remains the key word across
global markets as investors try to gauge whether this

recent sell-off has room to run or if it’s been overdone.

Step Back for Some Perspective
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Our investment specialists manage portfolios
the long-term, regardless of market downtu
Watch this video for additional insight and perspec
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Our Experts Say...

“People always believe they can time
their investments, but I’'ve never seen
success in trying to do so.”

Tom Marsico, Marsico Capital Management
Investment Specialist: U.S. Growth Equities

“There are always a million surprises
(in the markets). Rather than predict
the next surprise, it’s better to build a
portfolio to withstand sudden shocks.”

Peter Lampert, Mawer Investment Management
Investment Specialist: International Growth Equities
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Over the long term, markets have been strong. It is important to ignore short-term noise.


https://player.vimeo.com/video/291922331
https://player.vimeo.com/video/291922331
https://player.vimeo.com/video/291922331
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How We Protect Against Market Downturns

e Trimmed our U.S. exposure in September as markets Short Term Risk Mitigation
were reaching record highs and we are now > Dynamic Currency Hedge
underweight in U.S. equities.

We actively hedge the U.S. dollar exposure in a
e Remain overweight in International equities and portfolio as it is typically the most significant

Emerging Market equities as we see longer-term currency risk. The goal is to minimize losses due
to currency risk in your portfolio.

opportunities there despite some recent weakness.

e Remain underweight in Canadian equities as the current
high-tax, high-debt, low-growth environment is not

0ID YOU KNOW?

e Increased our global fixed income weighting which

continues to be an important diversifier, adding We monitor risk factors and keep our
incremental yield in our Core Plus Fixed Income eyes on influences such as higher
strategy.

interest rates, key geo-political events

e Increased allocations to our Global Trend Strategy to and inflationary pressures in order to

enhance downside protection in the portfolios if a protect your capital.
downward trend develops.

Currency Hedge

i Rationale
Position (CAD)
50% Oct. 9, 2018 We increased our partial hedge to 50% in mid-October after implementing a
259 Oct. 4, 2018 25% hedge early in the month. The Canadian dollar (CAD) began strengthening

as NAFTA negotiations concluded with a new deal. We believe it is prudent now

0% Sept. 30, 2018 to protect investors against further appreciation by CAD.

When markets are volatile, we know it can be tough to keep your emotions at bay. We're here to be your guide
and help you stay focused on your goals. If you have any concerns, please give us a call.

COUNSEL  PORTFOLIO SERVICES

*In USD, and CAD terms respectively; Jan. 26 to Oct. 10, 2018

Disclaimer: Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please read
the prospectus before investing. Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated.
The content of this document (including facts, views, opinions, recommendations, descriptions of or references to, products or securities) is not
to be used or construed as investment advice, as an offer to sell or the solicitation of an offer to buy, or an endorsement, recommendation or
sponsorship of any entity or security cited. Although we endeavour to ensure its accuracy and completeness, we assume no responsibility for any
reliance upon it. This document includes forward-looking information that is based on forecasts of future events as of October 11, 2018. Counsel
Portfolio Services will not necessarily update the information to reflect changes after that date. Forward-looking statements are not guarantees
of future performance and risks and uncertainties often cause actual results to differ materially from forward-looking information or
expectations. Some of these risks are changes to or volatility in the economy, politics, securities markets, interest rates, currency exchange rates,
business competition, capital markets, technology, laws, or when catastrophic events occur. Do not place undue reliance on forward-looking
information. This information is not investment advice and should be used only in conjunction with a discussion with your IPC Advisor. This will
ensure that your own circumstances have been considered properly and that action is taken on the latest available information. Counsel Portfolio
Services is a wholly-owned subsidiary of Investment Planning Counsel Inc. IPC Private Wealth is a division of IPC Securities Corporation. IPC
Securities Corporation is a member of the Canadian Investor Protection Fund.



