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•  Welcome to our inaugural monthly update! Going forward we will endeavor to send regular monthly market updates and 
occasional articles of interest to all clients who are interested.

• If you are interested in continuing to receive these emails please respond to this note or email Nathan at
Nathan.leveille@td.com to be added to the email distribution list.

• 2022 was a challenging year for investors with both Equity and Fixed Income markets experiencing significant volatility. As 
we proceed through 2023 we will be keeping a keen eye on how inflation will continue to impact markets, and will look to 
take advantage of investment opportunities as they arise.

Noteworthy News
• The Fed delivered a 75-basis-point (bp) hike in November, a 50-bp hike in December and another 25-bp hike earlier today.

Currently, the federal funds rate stands between 4.50% and 4.75%. In the most recent projection, the majority of Federal
Open Market Committee members expect the Fed policy rate to settle between 5% and 5.25% by the end of 2023.

• The Bank of Canada, delivered two 50-bp hikes in October and December, and a 25-bp hike in January bringing the policy
rate up to 4.50%. However, the Bank softened its tone regarding future rate hikes, stating it would evaluate whether the
policy rate needed to rise further by taking into account how another hike might impact demand.
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Opening Comments

Looking Forward
• Higher mortgage rates have dragged housing affordability to 30-year lows. Average home prices are expected to fall in early 

2023.

• Overall inflation may be slipping, but wage inflation remains elevated. If wages continue to inflate labour costs, the Fed will 
likely have no choice but to keep hiking in order to reach its 2% target.

• Yields across fixed income sectors are at multi-year highs and offer attractive potential returns. A healthy yield cushion also 
implies that bonds will be able to deliver positive returns and offset losses during volatile equity markets.

• We continue to expect global equity markets to experience headwinds as economic data deteriorates into 2023. Forward 
earnings estimates have been reduced broadly, but further deterioration is expected. Volatility will likely remain high 
through mid-2023.

• Consumer demand and business investment will likely continue to soften in the first half of 2023. Not only are consumers 
running through their savings, but their credit-card balances are rising and at the same time the value of their homes are 
falling (figure below). This negative wealth effect has the potential to really slow spending in 2023.
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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.
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Geopolitical Uncertainty
• A potential continuing headwind is geopolitical uncertainty. It appears the tide towards a more peaceful world may be

shifting as we enter a new period of heightened geopolitical risks.

• In the current environment where there is an active war that involves a nuclear power, Russia, war threats come into play.

• The forward-looking financial market could price in a higher geopolitical risk, even without any actual escalation of the
current conflict. The higher risk premium could bring higher volatility and reprice all assets.

• Fear can have a profound impact on the market even before the onset of an event, even if the event never actually
happens.

Official Policy Rate Targets

Closing Thoughts
• As always, we continue to review how these economic trends will impact your individual portfolios and will make

adjustments as needed. If you have questions about your specific portfolio, please do not hesitate to reach out to us
Wishing everyone a great month of February! - Andrew & Nathan

http://twitter.com/TD_Economics



