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Opening Comments

® The strength of incoming macroeconomic data has increased the probability of a soft landing. Most leading
indicators, however, still point to a possible recession.

* The Conference Board’s Leading Economic Indicators Index, which leads turning points in the business cycle by
around six to eight months, has declined for 15 consecutive months, the longest streak since 2008, and is deeply
negative year-over-year.

Noteworthy News

* The US Federal Reserve held interest rates steady on September 20th, but indicated they expect one more hike by the
end of the year and fewer cuts than previously indicated for 2024.

* The Bank of Canada also held rates steady at 5% on September 6th. They noted that the economy had entered a period
of weaker growth, but left room to possibly raise rates again should inflationary pressures persist.

The Bond Bull Market May Resume in the Quarters Ahead

° After more than a decade on the sidelines, bonds are finally coming in to their own. Yields that had shrunk to near
irrelevance since the global financial crisis, and were deeply embedded in investor expectations, have risen to heights
unseen in decades.

° Investors can now tap into attractive yields in almost all segments of the fixed income market. Indeed, we may now be
witnessing a bond bull market fueled by yields that, while unexceptional in historic terms, seem extravagant relative to
the depths plumbed in recent years.

*  With economic uncertainty a risk for equity markets, the income and diversification on offer from bonds now is far
more enticing. Today’s starting yields provide attractive entry points across fixed income sectors. As the mixed second
quarter performance demonstrates, those returns may be volatile over the short term: however, they will accrue for
those with longer-term time horizons. On the other hand, even in the event of adverse scenarios (e.g., higher
government rates, wider credit spreads), income levels today provide a healthy cushion (see figure below) that will
likely be able to offset losses.

‘With yields at 12-year highs, income offers “cushion” against capital losses
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provide a buffer against these bouts
of volatility.

O Returns over next 12-months if Yields Increase by 100bps

Source: FoctSet, as of August 31, 2023,

’ Returns over next 12-months if spread widens to 37th percentile level
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Looking Forward

® Regarding equities, we are cautious over the short term. Market leadership has broadened slightly but remains narrow
and continued strength in global equity prices, combined with rising long term bond yields, have compressed equity
risk premiums further. Historically, valuations around current levels have suggested decreased potential returns in the
near term unless earnings growth re-accelerates.

® The risk of widespread defaults in a deep-recession scenario may seem more significant, but over the past 20 years, it's
actually interest-rate risk that has been the main source of volatility for a core Canadian bond index.

® Over that period, the interest-rate component had been significantly more volatile than the credit-risk portion, except
during a handful of short-lived periods. While this phenomenon is slightly counterintuitive, it can be especially true
during an elevated and uncertain period of inflation, (see figure below).

Policy moves contribute more to volatility than bankruptcies
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Closing Thoughts

®*  Good buying opportunities can arise quickly during periods of heightened uncertainty, such as the one we find
ourselves in today, and so it’s important to maintain an active management approach that can balance both
duration and credit exposure tactically and opportunistically.

®  Wishing you all and your families a happy Thanksgiving! - Andrew & Nathan

Market Performance (Source: Bloomberg Finance L.P.)

Sep. 29,2023 Dec.31,2022 YTD Change

Equity Index Update

S&P 500 4288 3840 +11.7%
S&P/TSX Comp. 19547 19385 +0.8%
MSCI EAFE 2031 1944 +4.5%
Government Bond Yields Andrew Kay, MBA, CFA
U.S. 10-yr Treasury 458 3.88 +0.70 Senior Portfolio Manager
Canada 10-yr Bond 4.03 330 +0.73 TD Wealth Private Investment Counsel
780-408-6124
Foreign Exchange Cross Rates andrew.kay@td.com
C$ (USD per CAD) 0.74 0.74 0.0% portfolio-managers.td.com/andrew.kay/
Euro (USD per EUR) 1.06 1.06 0.0% Nathan Leveille, CFA, QAFP

Associate Portfolio Manager

Official Policy Rate Targets :
TD Wealth Private Investment Counsel
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Central Banks Current Target 780-498-3558

Federal Reserve (Fed Funds Rate) 5.25% - 5.50% nathan.leveille@td.com

Bank of Canada (Overnight Rate) 5.00% portfolio-managers.td.com/nathan.leveille/
Disclaimer

Sources quoted include TD Asset Management and Bloomberg Finance L.P. Additional sources include TD Wealth Investment Office Monthly Perspectives September 2023, TD Wealth Asset Allocation Committee Perspectives September
2023, 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 wordssuch 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 totax or other laws or government regulation or catastrophic events. Expectations and projections about future events are inherently subject torisks and uncertainties, which may be unforeseeable. Such expectations and projections
may beincorrect in the future. FLS are not guarantees of future performance. Actual events could differ materially from those expressed or implied inany FLS. A number of important factorsincluding 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. 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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