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Important Topic: Markets Hit All-Time Highs

Interestingly, once we hit all-time highs many investors get a bit uncomfortable adding to their
investments. The thinking is that once we hit a high the only future path is downwards.

While logical and truthful in a literal sense, at its core it is a timing call, and one that turns out to be
most unhelpful in building long term wealth.

While it is true that at an all-time high the markets either set another all-time high or fall, the fact
that markets can go up or down is a reality on any and every day. Markets do not know if they are
at all-time highs and do not act or react to reaching such a milestone. In fact, statistically all-time
highs are usually soon followed by new all-time highs more often than not (This phenomenon is
appropriately called “Momentum”). It is only people being emotional, and ping-ponging between
greed and fear, who react.

Admittedly, it is a natural emotional response to want to lock in one’s portfolio value at an all-time
high. Once reached, many peg their expectations to that figure and any day spent below it is a
day of disappointment. But emotions are a very poor guide to investing. In fact, the best investors
regularly remind their followers that all emotions must be “checked at the door”. Emotions can
lead to poor decision making (true in all areas of life?).

However, shying away from market highs can have a negative effect on one’s returns.

The S&P500 has set 42 all-time highs in 2024, so far. Imagine if one had shied away from the
markets at the first all-time high on January 22? One would have missed a 15% increase in nine
months. Such a miss is not easily made up. Such periods of market success are a critical part
of the one’s long-term return. This is when we make money. So why shy away when the markets
reach their 42nd all-time high? The markets could set another series of all-time highs before facing
a correction.

One of the reasons we argue for avoiding market timing and sticking to one’s plan is that no one
knows when a correction will come. It is possible that one shies away from the markets only to
miss out on a continued run. In fact, one could miss out on a market increase, wait for a market
correction, buy in, and end up buying at prices higher than they are today. Think about that.

Admitting that we do not know when markets will correct (or when they will rise) is an act of humility
that leads one to remain invested, sticking to plan.
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Market Update: August 2024 - Markets Continue Upward

For the second month in a row, markets started by falling and then rebounded and set a series of
all-time highs.

Recent conclusions from articles we have been reading:
+ Consumer and business finances are healthy.
« The Federal Reserve and Bank of Canada are cutting rates.

« Stocks have continued to rally even as the election outcome has become more uncertain -
Staying invested is more powerful than any political party.

« U.S. companies are doing very well (“crushing it”).
« There are no borders in business, meaning many investments benefit from worldwide activity.
+ HR industry stocks suggest job openings could rise.

+ Expected earnings per share for the S&P 500 over the next 12 months is now about 10% higher
than it was at the end of last year.

« Artificial Intelligence (Al) is a tailwind for profit margins.
« Earnings growth is broadening out (more companies participating).

+ More stocks are outperforming the average - markets are not being led by the mega stocks
anymore.

Given all of this and given the high correlation of stock prices to their underlying earnings, we
believe that the soft landing (slowing economy but still moving forward) is still the most likely
scenario. We do not expect a recession (a hard landing).

As earnings continue to grow, consumers defying expectations continue to spend, wages remain
strong, jobs are available, and there are still several trends, such as technology and health care,
that are stimulating much change, we remain optimistic about the rest of 2024 and are positive
and optimistic about the medium, and long term.

Most importantly, we are confident about our ability to meet our client’s objectives. At the end of
the day this last point is all that truly matters.

Index Quarter Year to date
Bonds FTSE Canada Universe Bond Index - CAD 4.40% 4.00%
Canadian Equity - S&P/TSX 60 Index - CAD 11.00% 16.30%
US Equity - S&P 500 - USD 5.30% 20.90%
International - MSCI EAFE Index - USD 6.80% 12.90%
Emerging Markets - MSCI Emerging Markets Index - CAD 6.30% 16.70%
Real Estate - Dow Jones® Global Real Estate Index - USD 15.40% 1.40%
S&P/TSX Preferred Share Index - CAD 5.80% 19.40%
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The information contained herein has been provided by Meir Rotenberg, Senior Investment Advisor 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.

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 and are not guaranteed or insured. Their values change frequently. There can be no assurances
that a money market fund will be able to maintain its net asset value per unit at a constant amount or that the full

amount of your investment 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.

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.

TD Wealth Private Investment Advice is a division of TD Waterhouse Canada Inc., a subsidiary of The Toronto-Dominion Bank.
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