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Market Review in Minutes

Equities

° The S&P 500 and the S&P/TSX Composite both had a negative month in September as investors
digested the announcements from their respective central banks confirming that interest rates remain
high for an extended period.

Monthly % YTD %

As at September 30, 2023 Total Total
° The energy sector led the markets this month, which helped Canada’s resource-heavy S&P/TSX Return Return
Composite outperform the technology-heavy S&P 500. Canadian Bonds
° Higher oil prices are keeping inflation expectations higher, thereby keeping interest rates high, which in FTSE Canada Universe Bond Index -1.46%
turn hurt bonds and longer-duration assets such as high growth potential, low-revenue technology Canadian Equities S
companies. S&P/TSX Composite Index
US Equities
Fixed Income S&P 500, in C3 12825
. Both the US Federal Reserve and Bank of Canada refrained from raising rates further during their Gold )
September meetings, but still hinted they may take rates higher by 0.25% by the end of the year. The oil EbIT
markets currently reflects the belief that they would keep interest rates higher next year. West Texas Intermediate Crude

. Overall, the Canadian Universe Bond Index recorded its largest monthly drop since August 2022 and is

L . ) . Canadian Dollar
now down on the year — making it once again a tough year for the safety portion of portfolios.

Commodities

° Crude oil rose above $90 per barrel, as markets reacted to productions cuts announced by major oil
producers, Saudi Arabia and Russia.
° Gold, a non-income producing asset, ended lower this month as interest rates moved higher.
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Notable Monthly Highlights

Canada — Another 0.25% interest rate increase expected
° Canada’s consumer price index (CPl), a measure of inflation, came in higher than expected at 4% year-over-year vs the expected 3.8% increase; this

marked the second consecutive rise in CPI since June 2023.
° Canada’s housing starts and home sales fell in the month of August, but the cost of shelter continues to rise.

USA — America’s national debt reached $33 trillion and federal shutdown was avoided
° The national debt reached $33 trillion and a temporary funding bill was approved over the weekend, averting a federal shutdown.
° US student debt holders are expected to start repayment of their student loans beginning October 1st.
° Economic data released this month lends support that inflation could be ticking up again:
o US weekly jobless claims dropped by 20,000 for the week ending September 16, showing more people were employed, which could result in
inflation staying elevated.
o  US existing home sales fell in August. Median existing house prices rose by 3.9% year-over-year.

World — Central banks around the world are mixed

° The European Central Bank decided to hike for the 10th time to a high of 4%, while the Bank of England decided to pause interest rates at 5.25%.
. China keeps its interest rate the same as it tries to stabilize its economy after a month of negative news surrounding economic growth, unemployment,
and real estate concerns.
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Watermark Private Portfolios
Outlook and Positioning

o We continue to favour a defensive positioning in the portfolios, with a continued focus on risk-adjusted returns.

o Our decisions to underweight equities and longer-dated fixed income in favour of allocating to floating rate notes
that increase with interest rates have benefitted us this month, with global equities and bond markets having a
poor month.

|| Underweight | Target | Overweight | Outook

We re-iterate our defensive view as we believe that interest rates
remaining higher for longer, along with increasing global debt is not
favorable to equity performance in the medium term. We expect to
see a relief rally in equities, sending them higher before several
major markets enter a recession. If S&P 500 holds the 4,200 level,
then we will consider increasing our weight in global stocks.

Our current portfolio positioning is slightly overweight to public fixed
income via a floating rate ETF earning more than 5% (acting like a ,
cashable GIC), which we feel provides a better risk-adjusted return e
asset than equities and longer-dated fixed income.

Maintain long-term allocation to Private Credit. As a primarily
floating rate asset class, Private Credit benefits from the current =3 e
X rising rate environment. Structural challenges to traditional bank e
lending continue to make private credit a growing and attractive & : A
asset class.

Maintain long-term allocation to Private Real Estate. Strong
immigration in Canada, the significant gap between housing supply
and demand, and increasing rents continues to benefit our Private
Real Estate holding.

Private
Credit

Private
Real X
Estate
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Changes in Portfolio Positioning Over the Past Month

In the Enhanced Conservative Plus Portfolios:

° Sold a 12% position in the Cl Alternative Diversified Opportunities Fund
due to the passing of the fund’s CIO and the fund’s strategy to keep
buying longer-term bonds, which may continue to hurt its performance
especially if we expect higher inflation and a higher-for-longer interest
rate environment.

° Bought a 6.5% position in the Pender Alternative Absolute Return Fund
as the lead fund manager’s longer-term views align with our view that
the interest rate regime has changed and interest rates may stay higher
for longer. In addition, the lead fund manager is a dynamic asset
manager who is able to leverage volatility in the marketplace via a more
active tactical positioning.

° Holding the rest of 5.5% proceeds from Cl Alternative Diversified
Opportunities Fund in cash as we look to allocate back into the
portfolios. Should stocks look like they will rally after the recent
pullback, we will allocate funds back into global stocks. If not, we will
add to our floating rate bond position that yields 5.2%
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Changes in Portfolio Positioning Over the Past Month

In the Enhanced Conservative Core Portfolios:

° Sold a 20% position in the Cl Alternative Diversified Opportunities Fund
due to the passing of the fund’s CIO and the fund’s strategy to keep
buying longer-term bonds, which may continue to hurt its performance,
especially if we expect higher inflation and a higher-for-longer interest
rate environment.

° Bought a 19.5% position in this low-cost iShares Core Balanced ETF as a
strategic holding with proceeds from the Cl Alternative Diversified
Opportunities Fund sale. With recent changes to our other defensive
and income-generating holding, McCartney Low Vol Strategies, the
portfolio is heavily tilted to income-generating assets. Therefore, with
the most recent equity pullback, we feel that it is a prudent time to
allocate and get equities back in line with its benchmark.
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Changes in Portfolio Positioning Over the Past Month

In the Equity Income Plus Portfolios:

° Sold a 23% position in the Cl Alternative Diversified Opportunities Fund
due to the passing of the fund’s CIO and the fund’s strategy to keep
buying longer-term bonds, which may continue to hurt its performance,
especially if we expect higher inflation and a higher-for-longer interest
rate environment.

° Bought a 23% position in the Pender Alternative Absolute Return Fund
as the lead fund manager’s longer-term views align with our view that
the interest rate regime has changed and interest rates may stay higher
for longer. In addition, the lead fund manager is a dynamic asset
manager who is able to leverage volatility in the marketplace via a more
active tactical positioning.
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Did You Know?

55 55

FORWARD P/E RATIOS FOR S&P 500 STOCK PRICE INDEX*
(weekly)

Although the valuations of the S&P 500 Technology sector is not at
the same level as it was in the 2000s, the pathway is like the

dotcom bubble in 2000, where it peaked twice within a 2-year 45— - 45
period.

— S&P 500 (18.8)
35 —— S&P 500 Technology (25.2) — 35

Our opinion:
As Mark Twain once said, “History never repeats itself, but it does

often rhyme.” It appears to us that the technical setup is similar to 25 | s
the dotcom bubble and we would expect to see the S&P 500
valuation to come down over the next several quarters, especially ] ’J 9/14
if interest rates remain higher for longer. Furthermore, we are 15 W J‘ W

seeing year- over- year revenue decline (growth falling) from the ﬂw ‘*’ - A
largest company in the world and tech leader, Apple. Should this TV

trend on Apple continue, then we expect the price to fall further yardeni.com

from here and notably Apple is 7% of the S&P500 Index and 11% 90191792193 194Tos 96197 Tog o9 T0oTo1To2 T3 T0aTosTosTo7Tos oo TioT 11T 12T 13T 1aTisTieT17Tis 19120 21 T22 T3 T2a Tas
Of the Nasdaq 100 |ndex, * Stock price index divided by forward consensus expected operating earnings per share. Monthly through December 2005, then weekly.

Mote: Shaded red areas are S&P 500 bear market declines of 20% or more. Yellow areas show bull markets.
Source: Standard & Poor’s.
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Key Economic Indicators

Stock Market
Valuation
(Forward P/E)

. Unemployment GDP Annual
Inflation Rate Interest Rate
Rate Growth Rate

Chg. Last Cheg. Last Cheg. Last Cheg.

Cheg.
USA
Canada
China

Japan
United Kingdom

Source: Trading Economics
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DISCLAIMER

The Watermark Private Portfolios team prepared this commentary to give you their thoughts on various investment alternatives
and considerations which may be relevant to your portfolio. This commentary reflects their opinions alone and may not reflect
the views of Harbourfront Wealth Management. In expressing these opinions, they bring their 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 their 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.
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