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Fall Wardrobe Switchover

| find that most of my financial musings stem from conversations
with my wife that are not even remotely related to finance or the
economy. She points to this as evidence that | do not pay attention
when she’s talking; my take is that our chats are so riveting that
they inspire other lines of thought!

Recently, we were talking about the annual fall/winter wardrobe
switchover. | do not own enough clothes to fill our closet
exclusively with one season’s worth of clothing (i.e., I'm not
trendy enough), but Anastasia makes the annual pilgrimage to

our storage and deposits her summer dresses in exchange for
sweaters and long pants. Although our conversation revolved
primarily around how unfashionable | am, the concept of switching
the wardrobe to suit the season got me thinking about portfolios
(obviously). Let me explain

Global Financial Crisis versus COVID-19 Crisis
During a crisis, investor sentiment tends to follow a consistent
path carved by human nature. You have probably seen this
“Cycle of Emations” graph before:
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The year 2020 was emblematic of all the sentiments expressed
above. Unlike the Global Financial Crisis of 2007/08, the amount
of time between points was significantly compressed during

the pandemic (approximately five years from peak to peak in

the S&P 500 Index during the Financial Crisis versus only five
months during 2020). There are a few reasons for the difference
in time for each crisis, but the most obvious explanation would
be the scale of the uncertainty, coupled with the scale of the
response. During the Financial Crisis, it took time for businesses
and governments to fully comprehend how widespread the actual
issue was. Likewise, the response took additional time to craft
and deploy, as it was a fairly “novel” solution at the time. This
time around, unprecedented fiscal stimulus measures, combined
with low interest rate policies in most developed countries, made
short work of the downturn, at least as far as public markets were
concerned.

| bring these comparisons up because, under both scenarios, there
were periods of uncertainty where there seemed to be no solution,
followed by periods of uncertainty with an attempted solution,
followed by periods of uncertainty with unrecognized progress.

| suspect we're farther into the latter period at this point than

any of the former, and, as such, it's important to make sure our
investments reflect where we're at.

What's in our closet?

We have moved through a period of unquantifiable uncertainty
into one of slightly quantifiable uncertainty, coupled with cautious
optimism. While this does not sound like a large difference, |

can assure you it really is. At the height of COVID, similar to the
Financial Crisis, it was seemingly impossible to know just how bad
things could get. Think about it: a year and a half ago we were
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still debating how exactly COVID-19 worked, whether masks made
sense and how long restrictions would last. With no clear answers
to any of those questions, the downside was essentially infinite.
Now, we have a workable solution and our biggest concerns
center around inflation and interest rate responses — which are
easier to answer (relatively speaking), although they are still very
hard questions.

Leading up to the beginning of 2020, our portfolios were getting
ready for “colder” weather by raising cash, taking a little bit

of profit where it made sense and allocating to bonds where
necessary. Admittedly, we were preparing for a gradual autumn-
type scenario instead of the winter conditions we were hit with.
Fast forward to now, and it is clear that the seasons have changed
once again. As such, our thinking regarding what needs to be in
our portfolio wardrobe has evolved. Areas that have done well
during the bouts of COVID (e.g., growth/Tech and Financials) could
do with some trimming, whereas other areas that have yet to see
the same rebound (e.g., Energy, Real Estate and Telecom) would
be worthwhile to increase in size.

| think it goes without saying that there are still a lot of unknowns
(and consequently, opportunities for volatility) that exist today.
Similar to the sentiments expressed in the last Kwammentary
(here is the link), we are not trying to do anything fancy; we

Just want to manage risk as best we can in all environments.

As the seasons change, so will we. Goodbye short shorts, hello
turtlenecks!

As always, I'm happy to chat.

Sincerely,

KWAME BOATENG, CFA
Associate Portfolio Manager, Investment Advisor

Tel 250-861-8173
Toll Free 1-800-788-5677
kboateng@odlumbrown.com
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Odlum Brown Limited is an independent, full-service investment firm focused on providing professional
investment advice and objective research. We respect your right to be informed of relationships with
the is-suers or strategies referred to in this report which might reasonably be expected to indicate
potential conflicts of interest with respect to the securities or any investment strategies discussed

or recommended in this report. We do not act as a market maker in any securities and do not

provide investment banking or advisory services to, or hold positions in, the issuers covered by our
research. Analysts and their associates may, from time to time, hold securities of issuers discussed or
recommended in this report because they personally have the conviction to follow their own research,
but we have implemented internal policies that impose restrictions on when and how an Analyst may
buy or sell securities they cover and any such interest will be disclosed in our report in accordance
with regulatory policy. Our Analysts receive no direct compensation based on revenue from investment
banking services. We describe our research policies in greater detail, including a description of our
rating system and how we disseminate our research, on the Odlum Brown Limited website at
www.odlumbrown.com.

This report has been prepared by Odlum Brown Limited and is intended only for persons resident and
located in all the provinces and territories of Canada, where Odlum Brown Limited's services and
products may lawfully be offered for sale, and therein only to clients of Odlum Brown Limited. This report
is not intended for distribution to, or use by, any person or entity in any jurisdiction or country including
the United States, where such distribution or use would be contrary to law or regulation or which would
subject Odlum Brown Limited to any registration requirement within such jurisdiction or country. As no
regard has been made as to the specific investment objectives, financial situation, and other particular
circumstances of any person who may receive this report, clients should seek the advice of a registered
investment advisor and other professional advisors, as applicable, regarding the appropriateness of
investing in any securities or any investment strategies discussed or recommended in this report.

This report is for information purposes only and is neither a solicitation for the purchase of securities

nor an offer of securities. The information contained in this report has been compiled from sources

we believe to be reliable, however, we make no guarantee, representation or warranty, expressed or
implied, as to such information’s accuracy or completeness. All opinions and estimates contained in this
report, whether or not our own, are based on assumptions we believe to be reasonable as of the date

of the report and are subject to change without notice. Please note that, as at the date of this report,
the Research Analyst responsible for the recommendations herein, associates of such Analyst and/or
other individuals directly involved in the preparation of this report hold securities of some of the issuer(s)
referred to directly or through derivatives. No part of this publication may be reproduced without the
express written consent of Odlum Brown Limited.

Odlum Brown respects your time and your privacy. If you no longer wish us to retain and use your
personal information preferring to have your name removed from our mailing list, please contact Kwame
Boateng at 250-861-8173 or kboateng@odlumbrown.com. If you are currently a client of another Odlum
Brown Investment Advisor, accept my apology as it is not my intent to contact existing clients. For more
information on our Privacy Policy, please visit our website at odlumbrown.com.
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