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Noteworthy News
• On November 21st Statistics Canada released their Consumer Price Index (CPI) data for October and it was up 3.1%

from a year ago and down from a 3.8% increase in September.
• U.S. Federal Reserve Chair Jerome Powell alluded on November 16th that further rate hikes would not be "appropriate"

at this time, given recent evidence that U.S. inflationary pressures are continuing to ease at a gradual pace. He added
that if it becomes appropriate to raise rates further, they would not hesitate to do so.
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Opening Comments

Historic Interest Rate Opportunity In Fixed Income
• From 1980 to the outset of the pandemic, long-term yields have conducted a marathon race to zero. That means that,

while investors were frustrated to see their yield chipped away over that time, they were also consistently consoled by
the fact that the coupon, and the capital gain derived by ever lower rates, worked with almost clock-like precision.

• Over the past 18 months, however, those same investors have been nursing losses on their fixed income portfolio amid
the sharp increase in global inflation and policy rates.

• It’s understandable, given the elevated market uncertainty, that investors would now prefer to put their money into
short-term deposits — which are yielding just under 5% as of November 22nd — and shy away from duration risk, but
the bond market is now providing investors with the opportunity to lock in long-term returns at levels not seen for 16
years (see figure below).

• The biggest determinant for fixed income return is the current yield, and right now the yield is good to great, with the
Bloomberg U.S. Aggregate Bond Index average yield at 5.18% as of November 21st, with a potential for additional
returns if interest rates decline in the future.

• We still await the full effect of higher interest rates in Canada on both the consumer and real estate markets, but we
anticipate that the Canadian economy will continue to slow under the weight of higher interest costs.

• U.S. earnings growth is starting to stabilize and show signs of positive momentum. Valuations have become more
consistent with a slowing growth environment, which offers some potential support for the U.S. stock market, even in a
modest slowdown.
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Equity Index Update
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Looking Forward
• When it comes to investing in public equities, a key factor when evaluating a stock is the level and the future path of

profit margins or simply “margins”.

• At the level of individual companies, the path of margins has major implications on the prospect for earnings growth
and can drive major shifts in valuations if it is seen to be improving or deteriorating. Investors also look at margins at a
broader equity market level, by aggregating the outlook across a range of companies, to assist in making asset
allocation decisions.

• Over the next decade, margins are expected to be flat to modestly higher. Headwinds will include greater employee
bargaining power, and higher interest costs as long-term debt is refinanced, while tailwinds will include continued
growth of the Technology sector, and productivity gains from AI & robotics.

• Given the difficulty in forecasting the path of interest rates, corporate taxes, and the speed of AI adoption, the most
sensible strategy for investors is to stick with a basket of high-quality companies. High-quality companies, with pricing
power, strong margins, strong free cash flow generation, and with the ability to reinvest cashflow into projects with
attractive returns, are the most attractive.

• Firms with these qualities are ultimately best positioned to outperform, regardless of what the macro environment
throws at them.
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Central Banks

Closing Thoughts
• While 2023 has continued to be an interesting year in the markets to say the least, we  are constantly reviewing both

economic trends and investment opportunities to enhance your portfolios.

• As the year draws to a close we would like to take the opportunity to thank you all for your business and, more
importantly, your trust. Happy Holidays to you and your families! - Andrew & Nathan
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Disclaimer

Sources quoted include TD Asset Management and Bloomberg Finance L.P. Excerpts from Wealth Investment Office (WIO) 
Portfolio Strategy Quarterly Q4 2023, TD Wealth WAAC Perspectives November 2023, and TD Asset Management Investor 
Knowledge - "Getting to the Bottom of - the Bottom Line" and WAAC Perspectives, November 2023. Additional sources include 
the US Federal Reserve, and the Bank of Canada. 

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. 

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please 
read the fund facts and prospectus, which contain detailed investment information, before investing. Mutual funds are not 
covered by the Canada Deposit Insurance Corporation or by any other government deposit insurer. There can be no assurances 
that the fund will be able to maintain its net asset value per unit at a constant amount or that the full amount of your investment 
in the fund will be returned to you. Past performance may not be repeated. 

The TD Wealth Asset Allocation Committee (“WAAC”) is comprised of a diverse group of TD investment professionals. The 
WAAC’s mandate is to issue quarterly market outlooks which provide its concise view of the upcoming market situation for the 
next six to eighteen months. The WAAC’s guidance is not a guarantee of future results and actual market events may differ 
materially from those set out expressly or by implication in the WAAC’s quarterly market outlook. The WAAC market outlook is 
not a substitute for investment advice. 

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. 

TD Asset Management operates through TD Asset Management Inc. in Canada and through TDAM USA Inc. in the United States. 
Both are wholly-owned subsidiaries of The Toronto-Dominion Bank.

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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