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Stock markets recovered in March with fears of an escalation of the Ukraine war fading, the TSX Composite
gained 3.7%, while the S&P500 (in CAD) increased 2.6%. The Canadian Universe Bond Index had one of the
worst quarters ever, falling another 3.0% on the month and 7.0% for the quarter resulting in poor
performance for the traditional 60/40 portfolio consisting of sixty percent equities and forty percent bonds.

Markets

Inflation continues to be the hot topic, with gas and food prices remaining elevated, hitting us all in the
pocketbook. In addition, inflation is leaving its mark in the investment world too, with commodities (wheat,
soybeans, oil, gas, metals, etc.) continuing to move higher, while longer-dated bonds are getting crushed.
With the war in Ukraine continuing and sanctions on Russia seemingly in place for the foreseeable future, it
takes two of the biggest commodity producers in the world out of play, resulting in a shortage of many
materials required in production for all types of goods and transportation, and sadly output from farming will
fall, potentially leading to a food shortage in 3rd world countries.

Furthermore, with the west putting sanctions on Russia and the USA seizing Russian central bank assets held
in USD, one would think that China, Russia, and likely a host of other countries will no longer want their
central banks to maintain reserves in USD. This will likely reduce buying of US treasuries, resulting in another
factor driving rates higher on bonds. Alternatively, these foreign countries will likely move their reserves to
hard assets such as gold, silver, and oil, while reducing trade and economic dependence on the US.
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The result is the 40-year bull market in bond prices (where interest rates have been falling for 40 years) may
finally be coming to an end. As we see below, rates have been coming down since the early 80’s and every
time they moved higher in the past 40 years, they hit the upper blue line and then turned back down:
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Only time will tell if this is the end of the bond bull market but with rates so low since the Great Financial
Crisis, we’ve shied away from bonds, again selecting private real estate and private debt for the safety
portion of your portfolios. The loans in our private debt pool are typically under 18 months, so roughly 6% of
the loans are maturing every month, and if rates move higher, new loans are subsequently priced at a higher
rate, benefiting investors. Similarly, as rents increase, the private real estate pool generates more cash flow,
which then drives the market value of the building higher, again protecting you from inflation.

The downside to higher interest rates, in addition to the inflation we are seeing, is that it chokes off the
economy, with debt payments becoming too onerous for existing creditors and consumers who intend to use
credit soon (car, house, large appliance). Consumers then delay or walk away from purchases because they
cannot afford the higher level of interest, which slows down economic activity. We are therefore watching
rates closely to see if there will be a major trend change, with inflation persisting and interest rates
continuing to move higher. It’s currently uncertain if rates can move much higher in the short run, as debt
levels have exploded higher since the Great Financial Crisis and raising rates aggressively (which is forecasted
by a few banks) will likely result in a recession in 2023.
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Investment Strategy based on risks listed above:

1) Continue to hold private real estate and private debt, both:
a) Have performed well over the long-run, with low volatility.
b) Have held up well in past recessions.
c) Perform well in an inflationary environment, increasing returns with inflation.

2) Minimize bond holdings, until we see what happens to the trend in the chart above. Should bonds
remain inside the blue channel, we can potentially add a small position.

3) Continue to be opportunistic on the equity side, reducing equity risk on rallies and adding back to
equities after larger drawdowns.

4) Tilt the portfolios towards commodities and cyclical companies, like those in Canada, which should
benefit from higher rates and higher commodity prices. However, should inflation appear to peak and
interest rates start to fall, then a rotation back into high quality technology companies would likely occur.
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Overall your portfolios held up well in the first quarter as most portfolios did not hold bonds, and on the
equity side, we held high quality lower valued companies at the start of the year. The portfolios now have a
good sized cash position to protect on the downside should the S&P500 follow the same pattern it had in
2018, (the last time central banks raised interest rates) where it sold off twenty percent from peak to trough
(which would put S&P500 around 3,850). A further sell-off would be welcomed to redeploy cash into great
companies at more reasonable valuations.
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I have prepared this commentary to give you my thoughts on various investment alternatives and considerations which may be relevant
to your portfolio. This commentary reflects my opinions alone and may not reflect the views of Harbourfront Wealth Management. In
expressing these opinions, I bring my 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 my informed opinions rather than analyses produced by
Harbourfront Wealth Management Inc.”

Disclaimer – This information transmitted is intended to provide general guidance on matters of interest for the personal use of the
reader who accepts full responsibility for its use and is not to be considered a definitive analysis of the law and factual situation of any
particular individual or entity. As such, it should not be used as a substitute for consultation with a professional accounting, tax, legal or
other professional advisor. Laws and regulations are continually changing, and their application and impact can vary widely based on the
specific facts involved and will vary based on the particular situation of an individual or entity. Prior to making any decision or taking any
action, you should consult with a professional advisor. The information is provided with the understanding that Harbourfront Wealth
Management is not herein engaged in rendering legal, accounting, tax or other professional advice. While we have made every attempt
to ensure the information contained in this document is reliable, Harbourfront Wealth Management is not responsible for any errors or
omissions, or for the results obtained from the use of this information. All information is provided "as is," with no guarantee of
completeness, accuracy, timeliness or as to the outcome to be obtained from the use of this information, and is without warranty of any
kind, express or implied. The opinions expressed herein do not necessarily reflect those of Harbourfront Wealth Management Inc. The
particulars contained herein were obtained from sources we believe to be reliable but are not guaranteed by us and may be incomplete.
The opinions expressed are not to be construed as a solicitation or offer to buy or sell any securities mentioned herein. Harbourfront or
any of its connected or related parties may act as financial advisor or fiscal agent for certain companies mentioned herein and may
receive remuneration for its services. The comments and information pertaining to any investment products (The Portfolios) sponsored
by Willoughby Asset Management are not to be construed as a public offering of securities in any jurisdiction of Canada. The offering of
units of The Portfolios is made pursuant to the Offering Memorandum or Simplified Prospectus and only to investors in Canadian
jurisdictions. Important information about The Portfolios is contained in the Offering Memorandum or Simplified Prospectus available
through Willoughby Asset Management. Commissions, trailing commissions, management fees, performance fees and expenses all may
be associated with investments in The Portfolios. Investments in The Portfolios are not guaranteed, their values change frequently, and
past performance may not be repeated. Historical annual compounded total returns including changes in unit value and reinvestment of
all distributions do not take into account sales, distribution or optional charges or income taxes payable by any security holder that would
have reduced returns. Unit values and investment returns will fluctuate and there is no assurance that The Portfolios can maintain a
specific net asset value. Harbourfront Wealth Management Inc. (“Harbourfront”) has relationships with related and /or connected
issuers, which may include the securities or funds discussed in this commentary and are disclosed in our Statement of Policies Regarding
Related and Connected Issuers. This policy is included in your new client package, on our website, or can be obtained from your
investment advisor on request.

DISCLAIMER
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