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At a glance
1. We remain optimistic about the longer-term prospects for
robust global economic growth and expect corporate earnings
expansion to be a dominant driver of equity returns. In our view,
profit growth will exceed current estimates and justify higher
relative equity market valuations over the next 12-18 months.
2. Interest rate volatility remains a key market concern but
appears to have moderated recently. While higher inflation and
rates are implied by the strong growth environment, we do not
foresee a significant surge in rates that would adversely impact
risk assets. We continue to monitor the situation closely.

3. The COVID-19 vaccine rollout has been uneven in certain
regions of the world but remains a primary driver of
improved risk sentiment in markets. We expect increased
efficiency in vaccine distribution over the coming weeks;
however, the implications of emerging variants continue to
pose a near-term risk.
4. We maintain a fixed income underweight overall, but
with an overweight to investment grade corporate
bonds. Corporate credit provides positive real returns
and a yield advantage over government bonds, which
still offer negative real yields despite the recent rise in
rates.

Positioning Changes
No positioning changes for April 2021

As global economies gradually emerge from lockdowns, high
consumer demand and savings rates, combined with
continued fiscal stimulus and monetary support, should act
as dominant drivers for earnings growth and equity returns.
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Modest Overweight
Modest Underweight

Sub-Classes

Fixed Income

Equities

WAAC is Watching

Strong earnings
growth is expected to
drive global equity
performance over the
next 12-18 months

TIPS continue to act
as a hedge against
increasing inflation
and offer portfolio
diversification
benefits

Potential Implications
From a global perspective, the combination of encouraging economic data, re-openings
and strengthening jobs markets, continue to point to a healing economy and improving
corporate fundamentals. However, slow vaccine rollouts and renewed lockdowns in
certain regions remain a near-term headwind and have contributed to a tempering of
growth levels.
As global economies gradually emerge from lockdowns, high consumer demand and
savings rates, combined with continued fiscal stimulus and monetary support, should act
as dominant drivers for earnings growth and equity returns. We do not believe that current
equity valuations are as elevated as many fear. From a historical perspective, prices may
be at the higher end of fair value ranges, but in our view, markets still have room to rise.
This is particularly true as the rotation from high-flying technology stocks shift to more
traditional sectors of the economy that stand to benefit most from the cyclical recovery
(i.e., Financials, Industrials and Energy). This rotation into sectors that have lagged in
performance should contribute to the broadening of returns for major global equity
indices over the next 12-18 months.
We expect interest rate volatility to persist but at a narrower amplitude than witnessed
in previous months. On an inflation-adjusted basis, we expect government bonds to
continue to deliver very low or negative real returns and therefore maintain our
maximum underweight outlook.
Corporate bond spreads remain narrow as market liquidity provided by
unprecedented monetary and fiscal measures continues to be supportive, and within
our allocation preferences we maintain a modest overweight to investment grade
corporate bonds. High yield spreads also remain narrow relative to the pandemic peak
widening, however, further gains from spread compression may be limited as markets
appear to have priced in a near-full recovery.
We remain modestly overweight Treasury Inflation-Protected Securities (TIPS), as they
continue to act as a hedge against increasing inflation and offer portfolio
diversification benefits due to their low correlation to traditional fixed income and
equities.

While the U.S. dollar has shown strength this year on the back of aggressive vaccination
rollouts and accelerating financial conditions, we maintain our strategic underweight
view. As other countries close the gap on vaccinations and ignite their own domestic
economies this may counterbalance the dollar's recent advantage and lead to some
weakness.

Gold has lost some of Our strategic outlook for gold remains neutral. The safe-haven characteristics of the asset
its luster over a
are not as appealing in the current pro-growth environment, whereas during the peak of
longer-term horizon the pandemic, higher valuations were justified due to ongoing uncertainties. The
subsequent stabilization of economies, combined with a steadily improving outlook, has
diminished gold's attractiveness over the longer term. Additionally, our expectations for
modest levels of inflation for the foreseeable future has minimized gold's appeal as an
inflationary hedge in investment portfolios.
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Strategic Positioning
At a Glance
Asset Class

Fixed Income
Underweight

Equities

Overweight

Other

Neutral

Overweight

• Short-Term Bonds

–

+

• Intermediate Treasuries

–

+

• Intermediate Corporate Bonds

–

+

• Municipals

–

+

• TIPS

+

• High Yield Bonds

–
–

+

• U.S. Large Cap Value

–

+

• U.S. Large Cap Growth

–

+

• U.S. Mid & Small Cap

–

+

–

+

–

+

–

+

–

+

• International Value
• International Growth
• China

Sub Classes

Underweight

• Emerging Market Equities –Excl. China
–
• Gold

+

• U.S. Dollar vs basket of currencies

–

+

• Cash

–

+

We continue to monitor the above 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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Important Information
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business of TD Bank N.A., member FDIC (TD Bank). TD Private Client Group 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 products are available through TD
Private Client Wealth LLC, member FINRA/SIPC (TDPCW). TD Investment Services (US) is a unit of TD Private Client Wealth, LLC, which is a wholly
owned subsidiary of TD Bank N.A., member FDIC (TD Bank). TD Investment Services (US) provides its clients access to bank and non-bank products
and services. Insurance products and services are offered through TD Wealth Management Services Inc (TDWMSI), a licensed insurance agency
and a subsidiary of TD Bank, N.A.. TD Asset Management USA, Inc. (TDAM USA) and Epoch Investment Partners, Inc. (Epoch) are federally
registered investment advisers that provide investment management services to TD Wealth®, a business unit of TD Bank, N.A.. TD Bank, TDPCW,
TDWMSI, TDAM USA, and Epoch are affiliates.
This document does not provide individual financial, legal, tax, trading or investment advice. Past performance is no guarantee of future results. This
material should not be considered as investment advice or a recommendation of any particular security, strategy or investment product. Particular
investment or trading strategies should be evaluated relative to each individual’s objectives and risk tolerance. Readers are urged to seek professional
advice with respect to their specific financial, legal, tax, trading or investment matters. This material is for informational purposes only and is not an
offer or solicitation to buy or sell any security or other financial product or instrument. Graphs and charts are used for illustrative purposes only and do
not reflect future values or future performance of any security, strategy, or investment product. 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, and 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 and 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. We may not update any FLS. TD Bank and its affiliates and related entities provide services only to qualified
institutions and investors. This material is not an offer to any person in any jurisdiction where unlawful or unauthorized. No part of this publication may
be reproduced in any form, or referred to in any other publication, without express written permission.
Diversification does not guarantee a profit or protect against a loss.
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.
©2021, TD Bank, N.A.
Investment Risks
Bonds are affected by a number of risks, including fluctuations in interest rates, credit risk, prepayment risk, and inflation risk. Corporate debt
securities are subject to the risk of the issuer’s inability to meet principal and interest payments on the obligation and may also be subject to price
volatility due to factors such as interest rate sensitivity, market perception of the creditworthiness of the issuer and general market liquidity. High yield,
lower-rated securities are subject to additional risks such as increased risk of default and greater volatility because of the lower credit quality of the
issues. Interest on municipal bonds is generally exempt from federal tax. However, some bonds may be subject to the alternative minimum tax and/or
state or local taxes. Equities may decline in value due to both real and perceived general market, economic industry conditions, and individual issuer
factors. International investing may not be suitable for every investor and is subject to additional risks, including currency fluctuations, political factors,
withholding, lack of liquidity, absence of adequate financial information, and exchange control restrictions impacting foreign issuers. These risks may
be magnified in emerging markets.

