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Overview

Fixed Income

As we enter 2026, we look back

on a year marked by heightened
political uncertainty, trade tensions,
and uneven global economic

growth. Despite these challenges,
financial markets delivered impressive
results in 2025. Equity markets reached
new highs, supported by lower interest
rates, strong capital investment in
artificial intelligence (Al), and resilient
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investment portfolios have enjoyed Currency
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2025, though it remains slightly higher than central banks’ targets, especially
in the US, where tariffs have pushed prices higher. However, easing shelter costs,
cooling labour markets, and low oil prices should help inflation trend lower in 2026.

Fixed Income

Bond markets delivered solid returns in 2025 despite trade disputes, tariff policies,
and mixed signals from central banks. In Canada, the Bank of Canada paused the rate
in December after four reductions earlier in the year. In the U.S., the Federal Reserve
has decided to adopt a more patient approach to future rate cuts. The U.S. cut rates
by 0.25% again in December but signalled that further cuts may be delayed. As a
result, bond markets are expected to deliver more modest returns in 2026.

Canadian Equities

Canadian stocks had an exceptional year in 2025, up 31.68% YTD and 6.25% in

the past quarter. Stocks benefited from a strong banking sector, record-high gold
prices, and advancements in technology. Canada enters 2026 on a stable footing.
Attractive dividend yields and reasonable valuations should continue to support
returns. However, economic growth is expected to be constrained by lower
immigration and tariffs, though government stimulus and infrastructure spending
offer some support. A key risk to the Canadian economy remains the possible
expiration of the CUSMA trade agreement with the U.S. in 2026. Failure to negotiate
a new deal could cause tariffs to rise and hurt Canadian companies. As a result,
returns are likely to be positive but more muted in 2026.




U.S. Equities

U.S. stocks remain the most expensive major market. The S&P 500 delivered

strong results, rising 1.13% in the past quarter and 12.35% YTD, led by large
technology stocks and Al-related investment. The outlook also remains positive,
with company profits expected to grow, supported by continued investment in Al,
potential regulatory easing, and lower interest rates. That said, high valuations leave
markets vulnerable to disappointment. Further gains are likely to depend more

on company earnings instead of valuation expansion.
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in France and economic sluggishness in Germany. European stocks are trading at
modest valuations compared to their western counterparts, which should attract
investors seeking to diversify from expensive US stocks.

Emerging markets also performed well in 2025, rising 28.05% YTD and up

3.23% over the last three months. Improved government policies and stronger
financial conditions help support returns, particularly in Asia. While China continues
to face geopolitical risk, valuations remain compelling and should support positive
returns in 2026.

Key Themes

Overall, we enter 2026 with cautious optimism. While short-term market swings and
geopolitical risk will likely continue, the underlying fundamentals remain supportive
for positive equity performance. As always, we remained focused on disciplined
investing, diversification, and aligning portfolios with your long-term goals rather
than reacting to short-term headlines. Over the next quarter our focus will be on:
Over the next quarter our focus will be on:

* TFSA, RESP, and RRSP contributions

* Preparation for tax season

 Ensuring portfolios are well diversified

* Forthose who are in wealth decumulation mode,
make sure we have enough liquidity for 12-18 months
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