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The purpose of this newsletter is to share insights and expertise. Our goal is to ensure that our clients are well informed of
changes affecting local business decisions and our investment recommendations. We believe Knowledge Pays and we want

our knowledge to help pay for you.

COVID AND HOUSING — SENIORS NOW HAVE ANOTHER REASON TO STAY PUT

In past newsletters, we highlighted that seniors have a tendency to want to stay in
their home as long as possible, even as their health begins to deteriorate and their
social groups start to shrink. Who can blame them? Home is home and shifting to
some version of communal living is intimidating for anyone, not just seniors.

Key turning points for most seniors are unexpected life events such as divorce, the
death of a spouse or a significant worsening in medical condition. For many, the idea
of attaining a new social group after one of these life events is a strong incentive to
leave home. This motivation to leave home for communal living has dwindled
somewhat due to COVID as many social activities have been eliminated at retirement
and nursing homes, albeit temporarily.

At the same time that COVID decreased the motivation to sell one’s home and move
to a retirement/nursing home, COVID increased the ability to access certain services
and products in one’s home that were not previously available. COVID sparked
significant investment in telemedicine, online hosting services (e.g. recreational
activities, entertainment, education, etc.) as well as general procurement
infrastructure, which increases access to new products that were not previously
accessible. While this digital world will never fully replace “real life”, its growth will
certainly have incremental effects on consumer behaviour, including a senior’s
decision about whether to live in their home or move to a retirement/nursing home.

As more seniors are likely to opt to stay in their homes, what impact is this expected
to have on housing markets? Naturally, fewer sellers of mostly suburban single-family
homes, which older Canadians own a higher percentage of than other demographic
groups, will result in lower supply of single-family homes and rising prices. In addition,
COVID prompted a flight to the suburbs and single-family homes among non-seniors.
According to Realosophy, rents for condos in central Toronto are lower than rents
for condos in the GTA for the first time on record. As a result, the value of single-
family homes will likely see their premium to other housing arrangements grow in the
coming months and years.

Ahh, the beauty of free markets. Seniors are less inclined to sell their single-family
home and the market tempts them with high expected selling prices on those very
same homes potentially boosting their willingness to move to a retirement home. At
the very least, for those that do not require medical care and who have sufficient
social support, the impacts of COVID on Canadian real estate may end up boosting the
benefits associated with downsizing to a condo or similar property.
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https://www.bnnbloomberg.ca/downtown-condo-sales-fall-in-toronto-as-people-flee-to-suburbs-1.1517472
https://www.realosophy.com/central-toronto-former-toronto/neighbourhood-market-trends
https://www.realosophy.com/central-toronto-former-toronto/neighbourhood-market-trends
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ECONOMIC TIDBITS COVID SECOND WAVE CAUSING UNEMPLOYMENT SECOND WAVE & BITCOIN BOOM ‘TIL BUST

e A second wave of COVID has resulted in new
restrictions and lockdowns in North America. In
December, we saw the first decline in North
American employment levels since April. New
government support may be required to offset the
impact of these job losses lest we experience a
double-dip recession. Equity markets have yet to
show concern about the possibility of a double-dip.

e Bitcoin, an unregulated asset with nothing tangible
to support its value, has experienced an epic rally
over the past year. While we do not dare predict
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where Bitcoin goes from here, it is rare for an asset
to survive such mania, let alone one with no
governments or assets supporting its value. Bitcoin’s
price action since March looks similar to 2017, the
end of which coincided with an equity market top.

LE JIT A “JUST-IN-TIME” RUNDOWN OF OUR CURRENT INVESTMENT THEME
Reports of Bonds’ Death May be Greatly Exaggerated — Why Some Bonds Still Do Their Job

e If you read through the business section these days it is hard to find an article encouraging the ownership
of bonds. This is partly due to the enthusiasm toward equities in a bull market and the low yields
currently offered by virtually all bond types — government, agency, corporate, you name it!

e We think there is still good rationale to own long-term US government bonds for portfolio protection.

e Central banks, on average, cut interest rates by ~¥3% during past recessions, which results in long-term
bonds appreciating by 20%-30%, consisting of coupon payments and capital appreciation. This bond
appreciation historically offset losses experienced by equities and reduced overall portfolio downside.

e With bond yields near historic lows, central banks now have limited room to cut interest rates. As a
result, the expected appreciation of long-term bonds in future recessions is historically low. That said,
some protection remains. If we simply assume that long-term US Treasuries (iShares TLT) return to the
highs hit in March 2020, this implies capital appreciation of ~20%, excluding an annualized yield of ~1.8%.
It should be noted that non-US government bonds likely do not provide the same level of protection.

e While short-term US Treasuries no longer offer this type of protection, long-term US Treasuries still offer
protection in line with, though notably at the low end, of historical standards. Further, Canadian
investors who use long-term US Treasuries to protect their portfolio against downside get the added
benefit of owning US dollars, which tend to appreciate during recessionary equity market downturns.

JEANNINE’S TIP O’ THE MONTH Inviting You to a Webinar Focusing on Responsible Investing on February 3

Click on the link below to sign up to the February 3™ webinar at 12pm hosted by Steele Wealth Management
and featuring Deborah Debas of Desjardins Group focusing on responsible/ESG investing.

Money For Good: How Your Investments Can Make the World Better
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https://raymondjames.zoom.us/webinar/register/WN_sBPLbftGSxK3AMHmeBfjWA
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This newsletter has been brought to you by Steele Wealth Management

Brian Steele, CA, CPA, CFA | Jeannine Campbell | Laura Prust, CIM, CPCA
Kelly Edmonds | Nudrat Ahsan | Elizabeth Kernohan | Sam Ryder, CFA | Matthew Bell, CFA

Phone: (519) 883-6030 Toll-Free: 1 (877) 642-6408
Email: steelewealthmanagement@raymondjames.ca
Address: Unit 1, 595 Parkside Drive | Waterloo, Ontario | N2L 0C7
Website: www.steelewealthmanagement.com
To opt out of receiving this newsletter, please reply to this e-mail with the word “Unsubscribe” in the subject line.

If you know someone who would benefit from receiving this newsletter, please forward it to them and let them know they
can subscribe by emailing us at:

steelewealthmanagement@raymondjames.ca

Any bond, debenture or preferred share ratings listed within this newsletter are those of DBRS (Dominion Bond Rating Service).

All rates mentioned within this newsletter are as of January 15, 2021, unless otherwise stated. Rates have been sourced from Bloomberg. All stock
information has been sourced from Market-Q.

This newsletter has been prepared by Steele Wealth Management and expresses the opinions of the author and not necessarily those of Raymond
James Ltd. (RJL). Statistics, factual data and other information are from sources RJL believes to be reliable but their accuracy cannot be
guaranteed. This newsletter is furnished on the basis and understanding that RJL is to be under no liability whatsoever in respect thereof. It is for
information purposes only and is not to be construed as an offer or solicitation for the sale or purchase of securities. RJL and its officers, directors,
employees and their families may from time to time invest in the securities discussed in this newsletter. This newsletter is intended for distribution
only in those jurisdictions where RJL is registered as a dealer in securities. Any distribution or dissemination of this newsletter in any other
jurisdiction is strictly prohibited. Securities-related products and services are offered through Raymond James Ltd. Member-Canadian Investor
Protection Fund. Insurance products and services are offered through Raymond James Financial Planning Ltd., which is not a Member-Canadian
Investor Protection Fund.

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please read the
prospectus before investing. The indicated rates of return are the historical annual compounded total returns including changes in unit value
and reinvestment of all distributions and do not take into account sales, redemption, distribution or optional charges or income taxes payable
by any security holder that would have reduced returns. Mutual funds and other securities are not insured nor guaranteed, their values change
frequently and past performance may not be repeated.

As the investment products listed in this newsletter may not be appropriate for everyone, a recommendation would only be made following a
personal review of an individual’s portfolio and risk tolerance.
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