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Positioning  Changes

1. Expectations for corporate earnings continue to decline,
however, in our view, earnings growth projections for U.S.
equities remain too optimistic given the deteriorating
economic backdrop. We expect further downward
earnings revisions to be a headwind to equity markets in
the coming quarters.

2. We expect the trend of economic normalization that
started in 2022 will continue in 2023. Global growth is
showing clear signs of slowing, and capital markets
remain uncertain and volatile. The risk of recession
remains elevated, and while the recent deceleration in
inflation may have widened the path toward a "soft
landing", it is unlikely to prompt a complete policy pivot or
rate cuts in the near term. Interest rates may remain
higher for longer which could keep financial conditions
restrictive.

3. Over the next 12-18 months, we continue to see
opportunities in fixed income markets, with the potential
for accretive returns in the form of income as well as
capital gains. We believe fixed income may outperform
equities over this period. Bonds can also provide
diversification benefits, reduce overall portfolio volatility
and preserve capital.

Asset From To Rationale

Intermediate 
Corporate
Bonds

Modest 
Overweight Neutral

Corporate fundamentals are weakening from very strong levels, as 
the economy enters a period of below-trend and potentially stagnant 
growth. Following a strong year-to-date rally, we see modestly more 
downside risk than upside opportunity and prefer higher quality 
issuers during this stage of the business cycle. All-in yields are 
attractive and are a benefit in a rising rate and/or spread-widening 
environment.

Gold Modest 
Overweight Neutral

Gold has been trading near the high end of its current range due to 
seasonality, central bank buying, and U.S. Dollar weakness. Central 
banks' purchases of gold in 2022, were well above historical averages 
and if this returns to more normalized levels, it could be a headwind 
for the price of gold. It appears that gold is factoring in the current 
elevated levels of inflation, and we have concerns that if inflation 
subsides, and interest rates remain near current levels, this could 
hinder the price of gold.



Internal

Short Term
Bonds

Modest Underweight Inflation in the U.S. is showing signs of decelerating and we 
expect this trend to continue given the slowing economic 
backdrop. As a result, we believe the Federal reserve (Fed) is 
getting closer to the peak rate in the hiking cycle, which will take 
some pressure off short term bonds. The market continues to 
expect the Fed to cut the policy rate in the second half of 2023. 
However, the Fed has been adamant that it does not intend to 
pivot in 2023, so there is risk that short term rates can move 
marginally higher if investors are forced to price the policy path 
that the Fed has communicated to date. Nevertheless, if that 
risk materializes and short-term rates move higher, there is now 
income in those bonds to offset some of the negative price 
impact. 

Intermediate
Treasuries

Maximum Overweight

• North American central banks are beginning to slow the pace 
of policy rate hikes as inflation pressures show signs of easing 
at the margins. As a result, yields have stabilized at multi-year 
highs and government bonds remain appealing due to their 
potential to generate positive nominal returns over the longer 
term.

Municipals

Neutral

Intermediate 
Corporate
Bonds

Neutral • Corporate fundamentals are weakening from very strong 
levels, as the economy enters a period of below-trend and 
potentially stagnant growth. Following a strong year-to-date 
rally, we see modestly more downside risk than upside 
opportunity and prefer higher quality issuers during this stage 
of the business cycle. All-in yields are attractive and are a 
benefit in a rising rate and/or spread-widening environment.

TIPS

Neutral

• With the expectation that high inflation levels may be starting 
to peak and beginning to normalize, inflation insurance may 
be moderately attractive for investors. 

High Yield
Bonds

Modest Underweight • Higher interest rates and a deteriorating economic backdrop 
will likely cause default rates for high yield bonds to rise from 
currently low levels. Corporate earnings will likely continue to 
be under pressure in the near term, eroding credit 
fundamentals. This could result in further volatility and 
downside risk for credit spreads, despite the high potential 
return in the sector. We expect strong credit quality to 
prevent high yield bonds from experiencing the extreme 
dislocations seen in some prior recessionary periods.

Fixed Income
Maximum Overweight Overall
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U.S. Large
Cap Value

Neutral

• With the current earnings season well underway, S&P 500
Index companies have reported modest topline growth, with
an incremental decline in earnings as profit margins begin to
come under pressure. Additionally, the U.S. economic outlook
for 2023 remains weak and could weigh on company
earnings. There is also some uncertainty over the U.S. Federal
Reserve's policy actions and whether the economy will escape
recession. We maintain a modest underweight outlook overall
for U.S. equities as a result.

U.S. Large 
Cap Growth

Modest Underweight

U.S. Mid & 
Small Cap

Modest Underweight 

International
Value

Neutral

• While the market is more comfortable now that inflation is
trending down, investors remain concerned with slowing
corporate profit growth. Uncertainty also remains with the
magnitude and duration of a potential recession in 2023 if
policy mistakes by developed central banks make financial
conditions too restrictive for too long. We believe quality and
valuation will be desirable attributes to weather market
volatility in international equity markets.International

Growth

Neutral 

China

Modest Overweight • As China begins its reopening plan, we expect to see an
increase in demand for travel and leisure, luxury goods,
energy and commodities, and we expect global supply
chains to return to some sense of normalcy. Chinese equities
could see relative outperformance over the next 12-18
months. However, the reopening is unlikely to proceed in a
straight line, so investors should expect some choppiness
along the way.

Emerging 
Market
Equities
(excluding China)

Neutral • Emerging markets equities, like many of their global
counterparts, are being challenged by persistently high
inflation, concerns over global central bank monetary
tightening, and the prospect of recession in many western
economies. Our outlook for emerging markets remains
cautious while recognizing that low relative valuations may
provide a good entry point in the coming months.

Equities
Modest Underweight Overall
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Gold

Neutral • Gold has been trading near the high end of its current range
due to seasonality, central bank buying, and U.S. Dollar
weakness. Central banks' purchases of gold in 2022, were
well above historical averages and if this returns to more
normalized levels, it could be a headwind for the price of
gold. It appears that gold is factoring in the current elevated
levels of inflation, and we have concerns that if inflation
subsides, and interest rates remain near current levels, this
could hinder the price of gold.

U.S. Dollar 
(USD) vs.
basket of
currencies

Maximum Underweight • We continue to expect USD weakness as interest rate
differentials peaked around three months ago. The USD
and 10-year Treasury yields are positively correlated,
meaning lower bond yields (which we expect) typically
result in a declining USD. Following a very strong 2022, we
believe that the USD's fundamental valuation, whether
looking at historical averages, interest rate differentials, or
U.S. growth versus global growth, remains overvalued.

Cash

Neutral
• We maintain neutral cash positioning to allow for tactical

deployment to other asset classes as opportunities arise.
Cash can also provide flexibility to navigate the short-term
outlook and uncertainties.

Sub classes

We continue to monitor important economic and market themes
and believe that maintaining a portfolio of high-quality assets is
critical to long-term investment success. While there is always
potential for market volatility, we encourage investors to remain
focused on the long-term. We consider periods of higher volatility
to be normal market behavior that can help clear excesses and
create investment opportunities.
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Asset Class
Maximum

Underweight Underweight Neutral Overweight
Maximum

Overweight

Fixed 
Income

Maximum Overweight Overall

Short-Term Bonds

Intermediate 
Treasuries
Intermediate 
Corporate Bonds

Municipals 

TIPS

High Yield Bonds

Equities

Modest Underweight

U.S. Large Cap Value

U.S. Large Cap 
Growth

U.S. Mid & Small Cap

International Value

International Growth

China 

Emerging Market 
Equities –Excl. China 

Sub Classes

Overall Rating N/A

Gold

U.S. Dollar vs. 
basket of currencies

Cash

Positioning
Summary of
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FOR EXISTING TD WEALTH CLIENTS ONLY 

TD Wealth® is a business of TD Bank N.A., member FDIC (TD Bank). TD Wealth ® provides its clients 
access to bank and non-bank products and services. Banking, lending, investment and trust services are 
available through TD Bank. Securities and investment advisory services are available through TD Private 
Client Wealth LLC (TDPCW), a US Securities and Exchange registered investment adviser and broker-
dealer and member FINRA/SIPC. Epoch Investment Partners, Inc. (Epoch) is a US Securities and 
Exchange Commission registered investment adviser that provides investment management services to 
TD Wealth. TD Bank, TDPCW and Epoch are affiliates. 

The information contained herein has been provided by TD Wealth Asset Allocation Committee ("WAAC") 
and is for informational purposes only. This information is believed to be reliable. WAAC is a committee of 
the global, TD Wealth organization. WAAC meets formally at least quarterly to consider macro-
economic conditions, as well as valuation drivers across appropriate markets. Following each meeting, 
the WAAC’s positioning, rationale, and recommended asset allocation adjustments are communicated 
to TD Wealth ® for the benefit of Client accounts. WAAC insights and recommendations are considered 
by TD Wealth ® for adoption as TD Wealth ® policy after considering the impact to TD Wealth ® client 
portfolios. If TD Wealth ® determines that a tactical change to the asset allocation policy is appropriate, 
TD Wealth ® will determine the appropriate timing and implementation of the tactical asset allocation 
adjustments and execute adjustments. 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. 

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. 

The information contained herein is current as of February 9, 2023. All expressions of opinion are 
subject to change without notice in reaction to shifting market conditions. Data contained herein from 
third-party providers is obtained from what are considered reliable sources. However, its accuracy, 
completeness or reliability cannot be guaranteed. Supporting documentation for any claims or 
statistical information is available upon request. 

The information provided here is for general informational purposes only and should not be considered 
an individualized recommendation or personalized investment advice. Neither the information in this 
report nor any opinion expressed herein constitutes an offer to buy or sell, nor a recommendation to 
buy or sell, any security or financial instrument. TD Bank, TDPCW and Epoch do not provide legal, tax or 
accounting advice. 

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 
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FOR EXISTING TD WEALTH CLIENTS ONLY 

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. 

Investing involves market risk, including possible loss of principal, and there is no guarantee that 
investment objectives will be achieved. Past performance is not a guarantee of future results. 
Asset allocation/diversification does not guarantee a profit or protect against a loss. 

All asset classes involve risk: returns and risk levels can vary depending on the prevailing market and 
economic conditions and the manner in which they are used. Bonds are subject to increased loss of 
principal during periods of rising interest rates. Bonds are subject to various risks, including changes in 
credit quality, market valuations, liquidity, prepayments, early redemption, corporate events, tax 
ramifications, and other factors. Stocks may decline in value due to both real and perceived 
general market, economic industry conditions, and individual issuer factors. Small-cap stocks are 
subject to greater volatility than those in other asset categories. 

The TD logo and other trade-marks are the property of The Toronto-Dominion Bank or a wholly 
owned subsidiary, in Canada and/or other countries. 

©2023, TD Bank, N.A. 
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