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Opening Comments

° May was a month with continued returns to the headlines in the financial world. Front and center was the US Debt Ceiling
situation which we summarized in our recent special update on May 26th.

* As we have already addressed this , we will focus our newsletter this month on Alternative Investments and our outlook, as
well as implementation into client portfolios.

Noteworthy News

* The Bank of Canada has not met since our last update, they are scheduled to announce any potential changes or lack
thereof on June 7th. They continue to maintain a policy rate of 4.50%. However, the labour market is showing no signs of
a slowdown, with April employment numbers coming in higher than expected which could force the central bank to start
to reconsider holding rates steady.

® The US Federal Reserve has so far continued to raise rates and their next meeting on June 13th may also be affected by
persistently strong inflation and employment data south of the border.

Alternative Investments / Real Assets

* Thereal estate market has been hit by rate hikes. Global transaction volume for this sector tumbled 63% y/y in Q4/22. We
believe that tighter lending conditions and disagreements over property valuations are responsible for this decline. Real
estate valuations have also decreased by about 3.5% since their peak in June 2022 and this trend is expected to continue
as the market adjusts to higher interest rates.

* Highinflation, interest-rate volatility, and mounting recessionary fears have dampened transaction activity, prompting a
flight to quality within the market. Our current positioning reflects an underweight position in both Canadian and Global
Real Estate.

* However, for other alternative assets, such as infrastructure, we maintain a modest overweight view. Increases in cash
flow from higher than expected inflation is buffering rising interest rates. Investor appetite remains strong, particularly
for energy transition investments and critical infrastructure sectors that generate stable, growing cash flows.

* We maintain a modest overweight to private
debt. High credit quality and global
diversification provides safety in a potentially
recessionary environment. Incremental income

Commercial Mortgage Backed Securities Delinquencies
Expected to Rise

. . . A Property Type Current Delinquency | Projected Delinquency | Pre-Pandemic Delinquency Pandemic Historical
and potential cap|ta| apprec|at|on from interest perty Typ Rate (Oct 2022) Range by YE 2023 Rate (Mar 2020) Peak Peak
rate mOderatIon prOVIde upSIde' Retail 5.70% 10.8% - 11.3% 3.50% 11.60% 11.60%

¢ Alternatlve assets can pOtentIa”y prOVIde Hotel 4.90% 8.3% - 8.8% 1.40% 18.40% 21.30%
inflation protection and attractive absolute
Office 1.20% 3.5% - 4.0% 1.30% 1.90% 8.80%

returns, while acting as long-term portfolio
stabilizers via their diversification and less Muttiarmily 0.30% 16%-2.1% 0.40% 0.70% 17.60%
correlated income streams. They are not a fit for
all investors and some may have lower liquidity
than standard public market investments, so Source: Fitch Ratings, Oct 2022
we continue to implement these in investor
portfolios on a case by case basis, keeping in
mind unique investor goals and restrictions.

Industrial 0.40% 0.8%-1.3% 0.30% 0.70% 10.90%
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Looking Forward

* Leading economic indicators are signaling that the U.S. economy may be approaching its limits. The ISM manufacturing
index has been a reliable historical indicator in predicting economic slowdowns, or outright recessions.

° Business sentiment has steadily declined since interest rates began rising more than a year ago. Initially, it was coming
off lofty levels, but it moved into contractionary territory five months ago and hasn’t yet found a bottom. Because of
this we continue to remain in defensive positioning within our portfolios.

Business Sentiment Dropping As Rates Rise
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Source: FRB, ISM, TD Economics.

Closing Thoughts

* Incorporating Alternative Investments your portfolios can potentially offer attractive diversification. If you have any
questions about how or if we factor them into your personal portfolio, please do not hesitate to reach out to us. We wish
everyone a great month of June! - Andrew & Nathan

Market Performance (Source: Bloomberg)
May 31 2023 Dec. 31,2022 YTD Change
Equity Index Update
S&P 500 4181 3840 +8.9%
S&P/TSX Comp. 19575 19385 +1.0%
MSCI EAFE 2042 1944 +5.0%
Government Bond Yields Andrew Kay, MBA, CFA
U.S. 10-yr Treasury 3.64 3.88 -0.24 Senior Portfolio Manager
Canada 10-yr Bond 3.19 3.30 -0.11 780-408-6124
Foreign Exchange Cross Rates andrew.kay@td.com
CS (USD per CAD) 0.74 0.74 +0.0%
Euro (USD per EUR) 1.07 1.06 +0.9% Nathan Leveille, CFA, QAFP
Official Policy Rate Targets Associate Portfolio Manager "E;'
Central Banks Current Target 780-498-3558 -
Federal Reserve (Fed Funds Rate) 5.00% - 5.25% nathan.leveille@td.com
Bank of Canada (Overnight Rate) 4.50%
Disclaimer

The information contained herein has been provided by Andrew Kay, Senior Portfolio Manager and Nathan Leveille, Associate Portfolio Manager and is for information purposes only. The information has been
drawn from sources believed to be reliable. Graphs and charts are used for illustrative purposes only and do not reflect future values or future performance of any investment. The information does not provide financial, legal,
tax or investment advice. Particular investment, tax, or trading strategies should be evaluated relative to each individual's objectives and risk tolerance. Certain statements in this document may contain forward-
looking statements (“FLS”) that are predictive in nature and may include words such as “expects”, “anticipates”, “intends”, “believes”, “estimates” and similar forward-looking expressions or negative versions
thereof. FLS are based on current expectations and projections about future general economic, political and relevant market factors, such as interest and foreign exchange rates, equity and capital markets, the general
business environment, assuming no changes to tax or other laws or government regulation or catastrophic events. Expectations and projections about future events are inherently subject to risks and uncertainties, which
may be unforeseeable. Such expectations and projections may be incorrect in the future. FLS are not guarantees of future performance. Actual events could differ materially from those expressed or implied in
any FLS. A number of important factors including those factors set out above can contribute to these digressions. You should avoid placing any reliance on FLS. Index returns are shown for comparative purposes
only. Indexes are unmanaged and their returns do not include any sales charges or fees as such costs would lower performance. It is not possible to invest directly in an index. Bloomberg and Bloomberg.com are trademarks and
service marks of Bloomberg Finance L.P., a Delaware limited partnership, or its subsidiaries. All rights reserved. TD Wealth Private Investment Counsel represents the products and services offered by TD Waterhouse Private
Investment Counsel Inc., a subsidiary of The Toronto-Dominion Bank. All trademarks are the property of their respective owners. ®°The TD logo and other TD trademarks are the property of The Toronto-Dominion Bank or its
subsidiaries. Sources quoted include TD Asset Management and Bloomberg. Quoted sources include TD Wealth Investment Office Portfolio Strategy Quarterly Q2 2023, the US Federal Reserve, and the Bank of Canada.
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