TD Asset Management

Investor Knowledge (© 5 Minutes

The Architecture of Certainty:
Why Global Policy, Not Panic, Drives Returns

Michael Craig
Managing Director and Head of Asset Allocation
and Derivatives, TD Asset Management Inc.

We are entering a decade defined not by chaos but by capital deployment. The past forty years
were marked by globalization, disinflation, and financialization. The next decade will be defined
by reindustrialization, defense investment, and the physical rebuilding of economies. These shifts
carry profound implications for investors, not in how they feel about markets, but in how they
systematically allocate capital in an environment that rewards clarity and discipline over reaction.



The Policy Certainty Beneath the Headlines

While headlines dwell on volatility, policymakers are building something much more enduring: structure. The
framework for the next decade of global growth is already being written, not in forecasts or opinion columns,
but in budgets, legislation, and multilateral commitments. Across continents, governments are engineering a
coordinated redirection of capital toward tangible investment: defense, infrastructure, industrial capacity, and
technological sovereignty.'

This is the new certainty. Fiscal and industrial policy have replaced the abstract promises of monetary
stimulus as the true engines of growth. Unlike the monetary cycles of the past, which could pivot overnight
with central bank tone or inflation data,? today’s global spending initiatives are locked in by legislation,
multi-year appropriations, and cross-border dependencies. They are designed not for months, but

for decades.

In Europe, the pivot is explicit. Following the war
in Ukraine, NATO members have moved decisively
to expand defense spending, with Germany
committing over €100 billion in additional funding
for its Bundeswehr modernization program and
Poland allocating over 4% of GDP to defense—levels
not seen since the Cold War.? These are long-cycle
expenditures involving domestic manufacturing,
technology development, and multinational
procurement. They will not reverse because of

a quarter’s GDP print or an election cycle. They
represent structural certainty, predictable flows of
capital into defense-industrial ecosystems that will
persist for years.

Across the Atlantic, the U.S has embarked on

its own structural transformation. The CHIPS

and Science Act, Inflation Reduction Act,

and Bipartisan Infrastructure Law collectively
represent well over US$2 trillion in multi-year
commitments.’ These programs are not merely
stimulus—they are a reengineering of the
American production base. For decades, U.S.
growth leaned heavily on consumer demand and
imported production. The next decade will see
the U.S. economy shift toward self-sufficiency

in semiconductors, electric vehicles, and

clean energy manufacturing. That pivot from
consumption to production is both deliberate and
measurable. It is not a headline—it is a plan.

' Stockholm International Peace Research Institute, April 2025.

2 The Next Big Arenas of Competition: Executive Summary. McKinsey & Company, October 2025.
3 NATO Annual Defence Expenditure Report, 2025.

*U.S. Department of Commerce (CHIPS and Science Act Progress Update, 2025).
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In Asia and the Middle East, the story is similar.
India is pursuing its largest-ever capital expenditure
cycle, investing in roads, railways, and digital
infrastructure. Saudi Arabia’s Vision 2030 program
is reshaping entire cities and industries, redirecting
oil revenues into renewable energy and advanced
technology. China, despite slower growth, continues
to invest strategically in domestic consumption,
green manufacturing, and export logistics.’ These
are not signals of indecision, they are expressions of
long-term state strategy.

When these initiatives are aggregated, a pattern
emerges. The world’s major economies are not
paralyzed by uncertainty; they are united by

the same imperative: rebuilding. The multiplier
effects of these programs are well-documented.
The International Monetary Fund (IMF) projects
global nominal GDP to expand steadily through the
decade, supported by infrastructure investment
and fiscal momentum.® The only real unknown is
execution efficiency. The direction, however,

is unmistakable.

Certainty as Strategy

To describe today’s environment as uncertain is to
ignore the weight of policy evidence. Global defense
budgets are rising; infrastructure spending pipelines
are funded; industrial strategies are written into law.
Governments are signaling with budgets, not words.
The economic narrative is not “if” but “how fast.”
Investors who anchor to that clarity, who understand
that fiscal and industrial policy now serve as the
bedrock of growth, will see volatility not as disruption
but as recalibration.

dihuk - stock.adobe.com

This does not mean markets will move in a straight
line. They never have. But an investor’s success is
not defined by the path of markets, it is defined by
the consistency of process. In this sense, discipline
itself becomes alpha. The investor who maintains
systematic allocation and emotional neutrality
extracts value not from timing, but from patience.
That is the foundation of professional investing:
precision, not prediction.

The Global Shift and Its Investment Implications

The convergence of fiscal spending, supply chain
reconfiguration, and technological acceleration
represents a profound regime shift. It points to higher
nominal GDP growth, persistent investment demand,
and a recalibration of inflation dynamics. Fixed
income investors will adapt to structurally higher
rates. Equity investors will rediscover the value of
earnings durability over speculative momentum.

® World Bank Global Infrastructure Outlook, 2025.

Asset allocators will benefit from diversification
across real assets, infrastructure, and quality equities.

These are all predictable outcomes of the policy path
now unfolding. The only uncertainty is temporal,
when, not if, the benefits materialize. For investors
anchored in a disciplined framework, time is an

ally. For those swayed by noise, time becomes

an adversary.

¢ International Monetary Fund (World Economic Outlook, October 2025).
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Order in the Apparent Chaos

We are conditioned to see markets as volatile, politics
as divisive, and the future as unknowable. Yet the
structure of today’s global economy contradicts that
perception. The commitments of nations—to rebuild,
to reindustrialize, to defend—are the clearest signals
capital markets have received in a generation. The
rational investor should treat them as such.

Emotion, however human, has no utility in this
equation. Investing in this environment demands
a complete separation between perception and

therefore adopt a formulaic approach. Facts drive
structure and structure drives execution. Markets may
oscillate as sentiment shifts, but fundamentals move
on policy and earnings. In the end, what appears
uncertain is often just unfamiliar. The world is not
unpredictable; it is evolving with extraordinary clarity.
The disciplined investor’s task is not to interpret
emotion, but to execute on fact.

Plan. Allocate. Rebalance. Repeat.

Because in a world that insists on noise, the quiet

process. Markets are machines for translating policy,
productivity, and innovation into valuation. Emotion
distorts that translation. The rational investor must

logic of rational investing remains the ultimate form
of conviction.m
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The information contained herein has been provided by TD Asset Management Inc. and is for information purposes only. The information
has been drawn from sources believed to be reliable. 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
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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. TD Asset Management Inc. is a wholly-owned subsidiary of The Toronto-Dominion Bank. ®The TD logo

and other TD trademarks are the property of The Toronto-Dominion Bank or its subsidiaries.
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