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Inflation

Inflation has been trending lower across most major economies, helped by improving
supply chains and productivity gains. However, the recent spike in oil prices, driven
by the conflict in Iran, has raised concerns that inflation could move higher and slow
economic growth. Approximately 20% of the world’s oil supply flows through the
Strait of Hormuz, making it one of the most important energy corridors in the world.
A prolonged war would risk keeping oil prices higher, placing significant stress on
world economies and potentially pushing global markets into recession.

Fixed Income

Bond markets remained relatively flat this past quarter, as inflation concerns have
pushed interest rates higher in response to fears that rising oil prices would increase
inflation. Encouragingly, credit markets have remained stable, suggesting that
investors view recent disruptions as temporary rather than systemic.

Interest rates are expected to remain stable throughout the remainder of 2026.
However, a prolonged conflict with Iran would put upward pressure on prices,
potentially prompting central banks to consider rate hikes to contain inflation. In
this environment, we prefer government bonds over corporate bonds as a defensive
hedge against market volatility.




Canadian Equities

Canadian equities have been a bright spot, posting a 3.94% gain year to date. The stock market has been largely supported by
rising energy and commodity prices.

The Canadian economy isn’t without its risk. Softness in Canada’s housing market and employment is a clear sign that Canadians
are feeling the pinch. Additionally, the country has not yet secured a trade deal with the U.S., which continues to be a concern

for the Canadian economy. Between 80% and 90% of the goods shipped to the U.S. are excluded from tariffs under the USMCA
agreement. Allowing it to expire would increase prices, causing exports to fall. Although this isn’t good news for the Canadian
economy, the stock market remains well positioned. Approximately 36% of the TSX is composed of energy and material
companies, which offer a natural hedge during periods of inflation and geopolitical uncertainty.

United States Equities

United States equities have experienced the sharpest pullback this year, with
the S&P 500 down 2.60% year to date. Fears of overinvestment into artificial intelligence have increased, and the war in Iran has
threatened to destabilize global energy markets.

While the risk exists that companies may struggle to realize a return on their Al investments, the underlying fundamental of
artificial intelligence remains positive. Investment in Al is estimated to increase 60% from 2025, suggesting more companies are
finding ways to implement Al into their business.

We see the recent pullback as an opportunity for long-term investors. Historically, periods of heightened uncertainty often create
attractive entry points, and markets tend to rebound once geopolitical tension eases.

International Equities

International equities began the year on strong footing, supported by improving economic conditions and relatively attractive
valuations compared to the U.S. However, many of those gains have been erased amid the ongoing conflict in the Middle East. As a
result, international markets are currently down 0.67% year to date.

Although we remain optimistic regarding the outlook for international equities, given the increase in government spending and
lower interest rates across Europe, ongoing tensions in the Middle East could continue to disrupt growth.

Emerging Market Equities

Emerging market equities have posted a 1.71% gain year to date, supported by robust economic growth, a weak U.S. dollar, and
strong demand for memory chips. That said, these markets remain more sensitive to geopolitical developments and commodity
price fluctuations, which can lead to periods of volatility.




Key Themes

While the start of 2026 has been marked by heightened volatility and geopolitical uncertainty, markets have continued to demon-
strate resilience beneath the surface. History has shown that periods of disruption often create both risk and opportunities, rein-
forcing the value of maintaining a disciplined, diversified investment approach. We remain focused on managing risk, ensuring
that cash flow needs are adequately met, and portfolios remain well diversified. As always, we will continue to monitor develop-
ments closely and adjust portfolios as needed to ensure they are within their target allocation.

If you want to talk about how market turbulence has affected you or your plan, let’s set up a time to chat. We’re here to listen, to
review your situation, to explain things clearly, and to help you make informed decisions on evidence and long-term thinking.

Over the next few months, our focus will be on:

* Tax preparation
* Ensuring clients’ portfolios have enough liquidity for 12-18 months

* Making sure all portfolios are within their long-term asset allocation
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