/|
DIXON

MITCHELL

INVESTMENT COUNSEL

PORTFOLIO ACTIVITY

In September, we used accumu-
lated cash in DM Canadian Equity
to add to our position in Constel-
lation Software on weakness and,
in DM US Equity, we sold our en-
tire position in Oracle when the
stock jumped by as much as 40%
on an announced collaboration
with OpenAl, maker of artificial
intelligence tool ChatGPT.

FEATURE STOCK
TD Bank (TD)

Last fall, TD was hit with the larg-
est fine ever imposed on a bank,
with $3bn levied by the US gov-
ernment for “staggering and per-
vasive money laundering failures”
in its US operations. When news
of the infraction broke, we were
as shocked as the market which
took the stock down sharply in
response. Instead of selling on
the revelation, however, our Ca-
nadian equity team went to work.
In the end, their analysis said that
the bank was sufficiently capital-
ized to absorb the fine and that
income was strong enough to car-
ry the cost of fixing the reported
oversight and governance short-
falls. Though the incident would
undoubtedly limit the company'’s
US growth prospects in the near
and mid-term, we believed that
TD's diversified business lines
would continue to provide oppor-
tunities elsewhere. With the view
that we were dealing with a dam-
aged stock, but not a broken
business, we added significantly
to our position at the end of 2024.
Since that time, TD shares have
rebounded by more than a third.

Suite 1680, 1055 West Hastings St, Vancouver, BC  V6E 2E9

DM MONTHLY REPORT
October 2025

FUNDAMENTALS ARE KEY, BUT NOT ALWAYS IN THE SHORT TERM

The reason to own a business, whether privately or through the stock
market, is to generate sales, profit and, ultimately, excess cash that can be
spent or reinvested. And, if one pays a reasonable price for such a com-
pany, they will eventually enjoy a favourable return on investment. In the
short run, however, public equity performance can often become de-
tached from these fundamental underpinnings, with prices driven instead
by investor sentiment and psychology.

In our Q3 comment we expressed some caution regarding the exhuber-
ance around companies linked to the Al boom. To be sure, this is an ex-
citing area with lots of promise, but the initial excitement often attached
to important innovations can cause related stocks to get ahead of them-
selves. Speaking of caution (or a lack thereof), so far this year US market
returns have been driven not only by the darling “Magnificent 7" group of
stocks, but by those which don’t generate any earnings or even revenues.
Of course, this is a less than ideal backdrop for a manager evaluating
companies on their ability to produce and redeploy income!

US stock group performance
35% 2025 ytd to 30-Sep-2025
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Regarding fundamentals, the S&P companies which do generate excess
cash have announced share buyback plans at a record pace to this point
in the calendar, with the figure having passed $1 trillion for the first time
ever. When traditional business attributes matter again, this return of cap-
ital should support the values of associated stocks.

US share buyback announcements
Through October 10th
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