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| The Silent Risk Shift

The Silent Shift:
Default funds are becoming less diversified

From Markets to Members:
Default funds need to cover a wide range

One Assumption, Multiple Truths:
Higher equity risk does not always equal higher return

Takeaways:
How can we protect members and sponsors while meeting objectives
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| Evolution of Default Funds Towards More Equity Risk
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This Has Led to the Industry Quietly Increasing Equity
Weights Over the Past Decade

Industry Peer Average TDF Equity Weights Across Vintages
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Note: TDF = Target Date Fund.
Source: TD Asset Management Inc.



| Falling Interest Rates Drove DC Plans Away From Bonds

Government of Canada 10 Year Notes
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Note: DC = Defined Contribution.
Source: Bloomberg Finance L.P. As of Dec 31, 2025.




Market Benchmarks Are Also Increasing Single Stock

And Country Concentration Risk

Market Concentration in the U.S. Has Doubled in
the Past Decade
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Note: ACWI = All Country World Index. Source: TD Asset Management Inc., FactSet Research Systems Inc. As of Dec 31, 2025.



Markets To
Members:
Covering Wide
Needs



Back to the Future: The Future May Look Very Different

"The past doesn't repeat, but it often rhymes" — Mark Twain
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| Market Shifts Are Difficult to Forecast

" The Death of Equities: How Inflation Is Destroying the Stock Market"
-Business Week, 1979

" None of the forecasters are expecting a recession in 2000"
- Federal Reserve Bank of Chicago, Economic Outlook for Y2K is A-OK

"...the world economy still looks well set for continued robust growth in 2007 and 2008"
-International Monetary Fund, World Economic Outlook April 2007.

"Our central scenario is that the global recovery continue”
-OECD, OECD Economic Outlook December 2021

10



| There Is A Duty Towards Diversification

CAPSA Guidelines
- 2.2.4 Policy Regarding Failure to Make Investment Choice

- Factors CAP sponsors should consider in establishing the default investment option (or default

option):
1. the purpose of the CAP and intended member outcomes;
2. the level of risk associated with the default option;

3. the competitiveness and reasonability of fees associated with the default option, and whether those
fees provide value for CAP members

4. the demographics and observed behavior of CAP members;
5. the degree of diversification provided by the default option; and
6. the liquidity of the default option

Age is not the sole determinant for risk suitability

Note: CAPSA = Canadian Association of Pension Supervisory Authorities. CAP = Capital Accumulation Plan.
Source: CAPSA Guideline No.3: Guidelines for Capital Accumulation Plans.
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| Canadian Perspective on Suitability

CSA/CIRO/OSC
- Suitability is one of the most fundamental obligations owed by registrants to clients

1. Risk Tolerance
2. Concentration
3. Security Characteristics

4. Overall Portfolio Composition

Age is not the sole determinant for risk suitability

Note: CSA = Canadian Standards Association. CIRO = Canadian Investment Regulatory Organization. OSC = Ontario Securities Commission.
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One Assumption
Multiple Truths



More Equities Are Not Always Better For Young Investors

Losses and gains are unequal
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For illustrative purposes only.
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It Can Take Years to Recover From Major Drawdowns

Case in point: The Lost Decade

S&P 500 Total Return Index
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For illustrative purposes only.
Source: Bloomberg Finance L.P.
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Historical Experience For A 25-year-old

An illustrative case study

1. Analyze experience of an average 25-year-old
since 1998

2. Look at the difference in account value after 10
years for every single rolling month

3. Starting balance of zero with regular contributions

4. Compare a 70% and 90% equity weight
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| Historical Experience For A 25-year-old

90% Equity Vs 70% Equity Winning Percentage
Relative account balance for every single rolling month over 10 years
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Note: 90% Equity Portfolio = 60% MSCI World Index, 30% S&P/TSX Composite Index, 10% FTSE Canada Bond Universe Index. 70% Equity Portfolio = 47% MSCI World Index, 23% S&P/TSX Composite Index, 30% FTSE Canada Bond
Universe Index. For illustrative purposes only. Source: TD Asset Management Inc. As of Sep 30, 2025



| Historical Experience For A 25-year-old

Risk Of Extreme Losses
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Is the chance of a 40% loss acceptable to all members?

Note: 90% Equity Portfolio = 60% MSCI World Index, 30% S&P/TSX Composite Index, 10% FTSE Canada Bond Universe Index. 70% Equity Portfolio = 47% MSCI World Index, 23% S&P/TSX Composite Index, 30% FTSE Canada Bond
Universe Index. Source: TD Asset Management Inc. As of Sep 30, 2025
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Are Equities the Only Way To Enhance Returns?

NO! Alternatives have expected returns in-line with equities across the industry

Long Term Capital Market Return Assumptions
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For illustrative purposes only. Source: TD Asset Management Inc. As of Sep 30, 2025.

19



| Historical Experience For A 25-year-old

90% Equity Vs Diversified Portfolio with Alts Winning Percentage

Relative account balance for every single rolling month over 10 years
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Note: 90% Equity Portfolio = 60% MSCI World Index, 30% S&P/TSX Composite Index, 10% FTSE Canada Bond Universe Index. Diversified Portfolio with Alternatives = 50% MSCI World Index, 25% S&P/TSX Composite Index, 5% FTSE
Canada Bond Universe Index, 10% Real Estate, 10% Infrastructure. For illustrative purposes only. Source: TD Asset Management Inc. As of Sep 30, 2025.
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| Historical Experience For A 25-year-old

Risk Of Extreme Losses
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Is the chance of a 40% loss acceptable to all members?

Note: 90% Equity Portfolio = 60% MSCI World Index, 30% S&P/TSX Composite Index, 10% FTSE Canada Bond Universe Index. Diversified Portfolio with Alternatives = 50% MSCI World Index, 25% S&P/TSX Composite Index, 5% FTSE
Canada Bond Universe Index, 10% Real Estate, 10% Infrastructure. Source: TD Asset Management Inc. As of Sep 30, 2025.
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Takeaways



| Takeaways

0 Market and default fund design have shifted risk in the last decade
Age may not be sufficient to justify extreme equity risk

We are in an extreme positive stock environment, but broader
outcomes should be considered in DC compositions

0 Target Date Funds should be reviewed to align sponsor and member
risk appetite
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TD Global Investment Solutions

Thank you!

If you have any questions or would like to learn more,
please reach out to Paula Meier (Paula.Meier@tdam.com) or
Minoo Naderi (Minoo.Naderi@tdam.com)

TD Global Investment Solutions | For Canadian institutional investment professionals only. Not for further distribution.
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| Disclosures

The information contained herein is for information purposes only. The information has been drawn from sources believed to be reliable. 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, accounting or investment advice. Particular investment, tax or trading strategies should be evaluated relative to each individual's objectives and risk
tolerance.

This material is not an offer to any person in any jurisdiction where unlawful or unauthorized. These materials have not been reviewed by and are not registered with any securities or other regulatory authority in jurisdictions where we operate.
Any general discussion or opinions contained within these materials regarding securities or market conditions represent our view or the view of the source cited. Unless otherwise indicated, such view is as of the date noted and is subject to
change. Information about the portfolio holdings, asset allocation or diversification is historical and is subject to change.

Any indices cited are widely accepted benchmarks for investment and represent non-managed investment portfolios. It is not possible to invest directly in an index. Information about the indices allows for the comparison of an investment
strategy's results to that of a widely recognized market index. Results for an index do not reflect trading commissions and costs. Index volatility may be materially different from a strategy's volatility and portfolio holdings may differ significantly
from the securities comprising the index.

This document may contain forward-looking statements (“FLS”). FLS reflect current expectations and projections about future events and/or outcomes based on data currently available. Such expectations and projections may be incorrect in the
future as events which were not anticipated or considered in their formulation may occur and lead to results that differ materially from those expressed or implied. FLS are not guarantees of future performance and reliance on FLS should be
avoided.

Any projections, targets, or estimates in this presentation are forward-looking statements and are based on our internal research, analysis, and assumptions. There can be no assurances that such projections, targets, or estimates will occur
and the actual results may be materially different. Additional information about our assumptions is available upon request. Other events which were not taken into account in formulating such projections, targets, or estimates may occur and may
significantly affect the returns or performance.

The TD Mutual Funds/Products (the “Funds/Products”) have been developed solely by TD Asset Management Inc. The Funds/Products are not in any way connected to or sponsored, endorsed, sold or promoted by the London Stock Exchange
Group plc and its group undertakings (collectively, the “LSE Group”). FTSE Russell is a trading name of certain of the LSE Group companies.

All rights in the FTSE Russell Index/Indices referred to in this document/publication (the “Index/Indices”) vest in the relevant LSE Group company which owns the Index/Indices. “FTSE®” “Russell®”’, and “FTSE Russell®” are trade marks of the
relevant LSE Group company and are used by any other LSE Group company under license. “TMX®” is a trade mark of TSX, Inc. and used by the LSE Group under license.

The Index is calculated by or on behalf of FTSE International Limited or its affiliate, agent or partner. The LSE Group does not accept any liability whatsoever to any person arising out of (a) the use of, reliance on or any error in the Index or (b)
investment in or operation of the Funds/Products. The LSE Group makes no claim, prediction, warranty or representation either as to the results to be obtained from the Funds/Products or the suitability of the Index for the purpose to which it is
being put by TD Asset Management Inc.

TD Global Investment Solutions represents TD Asset Management Inc. ("TDAM") and Epoch Investment Partners, Inc. ("TD Epoch"). TDAM operates in Canada and TD Epoch operates in the U.S. Both entities are affiliates and wholly-owned
subsidiaries of The Toronto-Dominion Bank.

TDAM and TD Epoch products are also available through a network of affiliated and unaffiliated distributors. Please contact our distribution partners to find out more.
Bloomberg and Bloomberg.com are trademarks and service marks of Bloomberg Finance L.P., a Delaware limited partnership, or its subsidiaries. All rights reserved.

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

TD Global Investment Solutions | For Canadian institutional investment professionals only. Not for further distribution. 25
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