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Highlights of the Week

United States

Inflation pressures remain benign, as headline consumer prices rose just 1.9% year-on-year in March, and core prices
came in at 2.0%. These numbers reinforce the Fed’s ‘patience’ stance that was reiterated in its March FOMC minutes.

US-China trade negotiations are progressing with China appearing to make further concessions on tech-related issues,
and the two sides agreeing on an enforcement mechanism.

Trade talks with the EU, however, are set to become more contentious as the U.S. threatens tariffs on EU imports fol-
lowing a ruling from the WTO on a longstanding disagreement.

Canada

Canadian markets were fairly quiet this week, reflecting the lack of domestic catalysts.

'The little economic data we got was housing-focused. Starts recovered in March, but are down markedly for the quarter
as a whole, while building permits fell for a second month in February. Signs point to a sector still in a soft patch.

Ontario’s new government laid out its highly anticipated first budget. The planned path back to balance will take five
years and hinges largely on expenditure control, holding program spending growth to 1% per year.

This Week in the Markets

R 52-Week 52-Week North American Markets Edge Higher
Current Week Ago )
High Low

Stock Market Indexes Weekly % Change
S&P 500 2901 2893 2931 2351 S&PITSX
S&P/TSX Comp. 16443 16396 16567 13780 S&P 500
DAX 12000 12010 13170 10382 DAX
FTSE 100 7426 7447 7877 6585
Nikkei 21871 21808 24271 19156 USD:EUR

Fixed Income Yields USD:JPY
U.S. 10-yr Treasury 2.55 2.50 3.24 2.37 USD:CAD
Canada 10-yr Bond 1.78 1.70 2.60 1.53 DXY
Germany 10-yr Bund 0.06 0.01 0.65 -0.08 WTI
UK 10-yr Gilt 1.22 1.12 1.73 0.99
Japan 10-yr Bond -0.06 -0.03 0.16 -0.09 -1.5 -1.0 -0.5 0.0 0.5 1.0 1.5 2.0

Foreign Exchange Cross Rates Note: Data as of 11:10AM ET, April 12,2019
C$ (USD per CAD) 075 075 0.80 073 Sources: Bloomberg, TD Economics
Euro (USD per EUR) 1.13 1.12 1.24 1.12
Pound (USD per GBP) 1.31 1.30 1.43 1.25 Global Official Policy Rate Targets
Yen (JPY per USD) 112.0 11.7 114.5 107.0 Current Target
Commodity Spot Prices™ Federal Reserve (Fed Funds Rate) 2.25-2.50%

Crude Oil ($US/bbl) 64.3 63.1 76.4 42.3 Bank of Canada (Overnight Rate) 1.75%
Natural C;as ($US/MMBLu) 2.74 2.61 4.80 2.56 European Central Bank (Refi Rate) 0.00%
Copper ($US/met. tonne) 6390.5 6385.3 7330.5 5713.8
Gold ($USltroy 0z.) 1292.5 1291.8 1349.4 11742 | |Bankof England (Repo Rate) 0.75%
*as of 11:04 am on Friday. **Oil-WTI, Cushing, Nat. Gas-Henry Hub, LA (Thursday close price), Copper-LME Grade A, Bank Of Japan (ovemight Rate) '0' 1 0%
Gold-London Gold Bullion; Source: Bloomberg. Source: Central Banks.
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U.S. - Not too Hot, Not Too Cold, (Almost) Just Right

'The U.S. economy continues to enjoy its Goldilocks mo-
ment — at least with respect to inflation. Consumer prices
rose 1.9% year-on-year in March, up from 1.5% in Febru-
ary, largely driven by increases in energy prices (Chart 1).
Core inflation came in at 2.0%, and while not the Fed’s
preferred metric, is consistent with price pressures running
neither ‘too high’ nor ‘too low’.

Several months of muted inflation readings have strength-
ened the Fed’s decision to keep rates where they are. Min-
utes of the March meeting showed that board members
saw little in the data to prompt a shift in policy. This rheto-
ric is expected to continue through the end of 2019, with
signs of an improving labor market balanced against risks
to growth from a struggling global economy. The Fed’s Eu-
ropean counterpart (the ECB) on the other hand, while
leaving rates unchanged this week, signaled that there
could be substantive changes to monetary policy at their
next meeting in June. With anemic growth among mem-
ber countries and lingering policy uncertainty, it signalled
a willingness to act to ensure a return of inflation to target
and bolster the region’s faltering growth.

On the trade front, relations with China seem to have tak-
en a turn for the better, with talks between high-level offi-
cials ongoing. As cooler heads prevail in one trade negotia-
tion however, disputes are heating up in another. The U.S. is
threatening to impose tarifts on approximately $11 billion
of EU imports. The threat comes after 14 years of litigation
at the WTO over subsidies for European aircraft manufac-

Chart 1: Consumer Prices Show Little Indication of
Inflationary Pressures
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Chart 2: A 'Delicate Moment' for the World Economy
Prompts the IMF to Downgrade 2019 Growth Prospects
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turer Airbus, which America argues puts U.S. based Boe-
ing at a disadvantage. The U.S. emphasizes that this move
is independent of current ongoing trade talks with the bloc;
but the timing could be seen as an attempt to gain leverage
in those negotiations.

Boeing for its part continues to deal with fallout from the
grounding of its 737 MAX airliners. There were no com-
mercial orders for the product in March, the first time this
has occurred since May 2012. Boeing will reduce produc-
tion of the jet starting mid-April, while it works to fix flaws
with the model which resulted in two fatal crashes. If the
production cut lasts to the end of the quarter, they could
shave 0.1 to 0.2 percentage points oft Q2 GDP growth.

Internationally, Britain’s attempt to leave the EU continues
to push past deadlines. This week the EU granted another
flexible extension to October 31 for the UK parliament
to agree to a deal. The gesture, however, came with strings
attached, as the UK will have to hold EU parliamentary
elections if they have not ratified the deal by the end of
May or risk exiting without a deal on June 1*.

Given these and other uncertainties, the IMF downgraded
projections for global growth in 2019 to 3.3%, citing on-
going trade tensions and declining confidence (Chart 2).
This brings their forecast in line with our own view pub-
lished in March. Growth in 2020 is expected to rebound to
3.6%, slightly above our expectation for 3.5% growth.

Shernette McLeod, Economist | 416-415-0413
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Canada - A Quiet Week Puts All Eyes On Ontario

It was a relatively quiet week. The most notable event in
markets was the Canadian government 10 year bond yield
rising back above the overnight rate for the first time in a
month, ending the recent episode of yield curve inversion.
Crude oil prices saw some volatility through the week, but
look set to end it a bit higher than where they began. The
economic calendar was thin, with only a few bits of new
housing data to slake analysts’ thirst. Perhaps the biggest
event was the first budget from Ontario’s PC party.

'The Ontario budget was bound to be more closely watched
than normal given the challenging fiscal position — nota-
bly a 2018-2019 budget deficit not too different from the
Federal gap, and a commitment to returning to balance.
'The plan to meet that promise is set to take five years, and,
as discussed in our commentary, rests largely on spend-
ing restraint. Program spending growth will be held to
roughly 1% per year, while revenue growth is forecast to
average around 3%. Running revenue growth above spend-
ing should gradually shrink the deficit, with a small surplus
predicted for 2023-24. Net debt-to-GDP is forecast to rise
a bit further in the near term, before bending lower, hitting

38.6% in the final year of the plan, versus 40.2% today.

On the revenue side, the major near-term change is the
introduction of a refundable childcare tax credit. The cor-
porate tax rate was left untouched, with the previously-an-
nounced accelerated capital cost allowance standing in its
place. A cut to the middle income tax rate is still planned,
but is forecast for year three of the mandate. Expenditure

Chart 1: Housing Starts Down in 2019Q1
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Chart 2: Building Permits Started 2019 on the
Back Foot
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controls are notable in the education and post-secondary
spending categories, with several zero-growth years fore-
cast for the former, and an outright decline this fiscal year
for the latter. Healthcare spending is to be held to a sub-
inflation pace of 1.6% per year, less than half its recent
trend. All told, the budget provides restraint, but with an
approach that should have only a modest negative impact
on the province’s economic growth outlook.

On the data front, housing was in the spotlight. First up
were housing starts. These rebounded to 192.5k annualized
units in March after a downwardly revised 166k February
report. The rebound was welcome, and was enough to keep
the trend north of 200k. Still, the first quarter as a whole
marked a very soft start to the year. Starts were down 14%
compared with the final quarter of 2018 (Chart 1). This
was the worst quarterly performance since 2009, with ac-
tivity in the single family home segment leading the way.

'The softness in February was confirmed by Statistics Cana-
da’s release of building permits data (Chart 2). The value of
permits issued fell roughly 6% month-on-month for a sec-
ond month, taking the series back to early 2017 levels. The
main culprit was residential multis (i.e. condos), although
permits for non-residential construction were down for a
second month. The permits data can be pretty noisy, but
when taken together with soft resale activity and the drop-
off in starts, it is clear that the housing sector, broadly de-
fined, remains in a soft patch.

Brian DePratto, Senior Economist | 416-944-5069
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U.S.: Upcoming Key Economic Releases

U.S. Retail Sales - March*

Release Date: April 18, 2019
Previous: -0.2%, ex auto: -0.4%, control group: -0.2%
TD Forecast: 1.3%, ex auto: 0.9%, control group: 0.7%

Consensus: 0.9%, ex auto: 0.7%, control group: 0.4%

Strong March auto sales and a firm rebound in the (core)
control group should underpin a solid 1.3% m/m jump in
retail sales, following a 0.2% decline in February. Headline
sales should also be supported by the ongoing acceleration
in gasoline prices, which we expect to be reflected on a firm
5% m/m gain in gasoline station sales. We expect the 0.7%
m/m improvement in sales in the key control group to be
supported by a normalization in tax refunds, rising real dis-
posable income, and a still humming labor market.

20
1.5
1.0
0.5
0.0

-0.5
-1.0
-1.5
-2.0
-2.5

U.S. Retail and Food Services Sales

Month/Month % Change mmmmm Total

e Excl. Automotive Dealers

Feb-18 Apr-18 Jun-18 Aug-18 Oct-18 Dec-18 Feb-19
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*Forecast by Rates and FX Strategy Group. For further information, contact TDRates&FXCommoditiesResearch@tdsecurities.com
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Canada: Upcoming Key Economic Releases

Canadian Manufacturing Sales - February*

Release Date: April 16, 2019
Previous: 1.0%

TD Forecast: -0.7%
Consensus: 0.0%

Manufacturing sales are forecast to decline by 0.7% in Feb-
ruary as a pullback in motor vehicle production weighs on
the headline print. Preliminary motor vehicle output saw
a sharp pullback in February, reminiscent of the January
decline south of the border. Elsewhere, the lack of February
export data creates a challenge, although other indicators
are consistent with a soft print. Employment data revealed
a pullback in hours worked through February, while the
manufacturing PMI revealed the most modest expansion
since September 2016. Gasoline prices should provide a
tailwind to the nominal print and there is also scope for

Canadian CPI - March*

Release Date: April 17, 2019

Previous: 0.7% m/m, 1.5% v/y, Index: 134.5
TD: 0.7% m/m, 1.9% y/y, Index: 135.5
Consensus: 0.7% m/m, 1.9% y/y, Index: 135.3

We expect headline CPI to firm to 1.9% y/y, reflecting a
second consecutive 0.7% m/m increase. Gasoline prices
should lend a substantial boost with retail prices having
risen 11% m/m. But one-off factors are also significant this
month with a focus on travel services, telephone/internet
services, airfares, and rents. On balance, their expected
swings point to upside for March CPI. We see potential
for a boost from airfares as a result from the grounding of
BA planes, which lowered capacity in the market. Internet
services are exposed to an upswing from the announced
price increases by Rogers and Bell over March and April.
Increases in the 5-10% m/m range amount to a 5-10bp
contribution to the y/y print. Rents are most uncertain, but
significant increases in the past months, if maintained, sug-
gest a 5bp contribution. However, a late Easter argues for a
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higher volumes on the heels of an 11% decline from Oc-
tober. Meanwhile, real manufacturing sales should come in
slightly below the nominal print, owing to higher indus-
trial prices.

Canadian Consumer Price Index (CPI)
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weaker seasonal rise in travel services in March, consistent
with past trends.

Looking to core CPI, we expect the average of the BoC’s
preferred measures to remain stable at 1.83% y/y but see
modest upside risks to CPI-trim and median on favourable
base effects. Our March forecast is consistent with Q1 CPI
at 1.6% y/y vs the BoC’s estimate of 1.7%.
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Canadian International Trade - February*

Release Date: April 17, 2019
Previous Result: -$4.25bn
TD Forecast: -$4.4bn
Consensus: -$3.3bn

TD looks for the trade deficit to widen a touch to $4.4bn
in February as weaker export activity is partially offset by
a more modest pullback in imports. Softer exports should
be driven by non-energy products on a pullback in motor
vehicle shipments, while energy exports will provide a key
offset on a recovery in crude oil prices. On the other side of
the ledger, we expect imports to give up a small portion of
last month’s gain although aircraft products should help to
buffer the declines. Aircraft imports surged by 50% m/m in
January after Boeing resumed deliveries to Air Canada and
Westjet, and deliveries rose again in February.

Canadian Retail Sales - February*

Release Date: April 18, 2019
Previous: -0.3%, ex-auto: 0.1%
TD Forecast: 0.4%, ex-auto: 0.2%

Consensus: 0.5%, ex-auto: 0.3%

TD looks for retail sales to rise by 0.4% in February. Motor
vehicle sales should make a positive contribution although
harsh weather will limit the size of any rebound from
the 1.4% decline last month. Unseasonably cold weather
throughout February also weighed heavily on residential
construction, which should feed into softer building ma-
terial sales. Elsewhere, the first increase in gasoline prices
since July will provide a tailwind to nominal sales which,
alongside stronger auto sales, should leave core measures
to underperform the headline print. Real retail sales should
also come in below the headline print with a 0.1-0.2% in-
crease owing to higher consumer prices in February.
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*Forecast by Rates and FX Strategy Group. For further information, contact TDRates&FXCommoditiesResearch@tdsecurities.com
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Recent Key Economic Indicators: Apr 8 - 12, 2019

Release Economic Indicator/Event Daté for Units Current Prior
Date Period
United States
Apr 08 Factory Orders Feb M/M % Chg. -0.5 0.1
Apr 08 Factory Orders Ex Trans Feb M/M % Chg. 0.3 -0.1
Apr 08 Durable Goods Orders Feb M/M % Chg. -1.6 -1.6
Apr 08 Durables Ex Transportation Feb M/M % Chg. -0.1 01
Apr 08 Cap Goods Orders Nondef Ex Air Feb M/M % Chg. -0.1 -0.1
Apr 09 NFIB Small Business Optimism Mar Index 101.8 101.7
Apr 10 Consumer Price Index Mar M/M % Chg. 04 0.2
Apr 10 Consumer Price Index Ex Food and Energy Mar M/M % Chg. 0.1 0.1
Apr 10 Consumer Price Index Mar Y/Y % Chg. 19 15
Apr 10 Consumer Price Index Ex Food and Energy Mar Y/Y % Chg. 2.0 21
Apr 10 Real Avg Hourly Earning Mar Y/Y % Chg. 13 1.9
Apr 11 Producer Price Index Final Demand Mar M/M % Chg. 0.6 01
Apr 1l Producer Price Index Ex Food and Energy Mar M/M % Chg. 0.0 0.1
Apr 11 Initial Jobless Claims Apr 06 Thsd 196.0 204.0
Apr 12 Export Price Index Mar Y/Y % Chg. 0.6 0.3
Apr 12 Export Price Index Mar M/M % Chg. 0.7 0.7
Apr 12 Import Price Index ex Petroleum Mar M/M % Chg. 0.2 0.2
Canada
Apr 08 Housing Starts Mar Thsd 1925 166.3
Apr 12 Teranet/National Bank HPI Mar Y/Y % Chg. 15 19
International
Apr10 UK Gross Domestic Product Feb M/M % Chg. 0.2 0.5
Apr10 CH Consumer Price Index Mar Y/Y % Chg. 23 15

Source: Bloomberg, TD Economics.
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Upcoming Economic Releases and Events: Apr 15 - 19, 2019

Release . . . Data for . Consensus .
Time* Economic Indicator/Event . Units Last Period
Date Period Forecast
United States
Apr 15 8:30 Empire Manufacturing Apr Index 8.0 37

Apr 15 8:30 Fed'’s Charles Evans speaks on CNBC's Squawk Box
Apr 15 12:00 Fed'’s Charles Evans speaks at the New York Association for Business Economic event in New York, NY

Apr 16 9:15 Industrial Production Mar M/M % Chg. 03 0.1

Apr 16 9:15 Manufacturing (SIC) Production Mar M/M % Chg. 0.2 -04
Apr 16 9:15 Capacity Utilization Mar M/M % Chg. 0.8 0.8

Apr16  10:00  NAHB Housing Market Index Apr Index 63.0 62.0
Apr 16 14:00 Fed'’s Robert Kaplan speaks in El Paso, TX

Apr 17 8:30 Trade Balance Feb Blns -53.5 -51.1
Apr17  10:00  Wholesale Trade Sales Feb M/M % Chg. - 0.5

Apr 17 12:30 Fed'’s James Bullard speaks in New York, NY
Apr17 12:30 Fed'’s Patrick Harker speaks at the Greater Vineland Chamber of Commerce Luncheon in Vineland, NJ
Apr 17 14:00 U.S. Federal Reserve Releases Beige Book

Apr 18 8:30 Initial Jobless Claims Apr 13 Thsd - 196.0
Apr 18 8:30 Retail Sales Ex Auto and Gas Mar M/M % Chg. 0.5 -0.6
Apr 18 830  Retail Sales Advance Mar M/M % Chg. 0.8 -0.2
Apr 18 9:45 Markit US Manufacturing PMI Apr Index 53.0 52.4
Apr 18 9:45 Markit US Services PMI Apr Index 55.0 55.3
Apr 18 10:00 Business Inventories Feb M/M % Chg. 0.3 0.8
Apr 19 8:30 Housing Starts Mar Thsd 1230.0 1162.0
Apr 19 8:30 Building Permits Mar Thsd 1300.0 1291.0
Canada
Apr 15 9:00 Existing Home Sales Mar M/M % Chg. - -9.1
Apr 15 10:30 BoC Senior Loan Officer Survey 1Q Index - -16
Apr 15 10:30 BoC Overall Business Outlook Survey 1Q Index - 2.2
Apr 15 10:30 BoC Business Outlook Future Sales 1Q Index - -1.0
Apr 16 8:30 Manufacturing Sales Feb M/M % Chg. - 1.0
Apr 17 8:30 Int'l Merchandise Trade Feb Blns - -43
Apr 17 8:30 Consumer Price Index Core- Median % Mar Y/Y % Chg. - 1.8
Apr 17 8:30 Consumer Price Index Core- Common % Mar Y/Y % Chg. - 1.8
Apr 17 8:30 Consumer Price Index Core- Trim % Mar Y/Y % Chg. - 19
Apr 17 8:30 Consumer Price Index NSA Mar M/M % Chg. - 0.7
Apr 17 8:30 Consumer Price Index Mar Y/Y % Chg. - 15
Apr 18 8:30 Retail Sales Ex Auto Feb M/M % Chg. - 0.1
Apr 18 8:30 Retail Sales Feb M/M % Chg. - -0.3
International

Apr 16 16:30 UK ILO Unemployment Rate 3Mths Feb % 4.0 3.9
Apr 16 22:00 CH Gross Domestic Product 1Q Y/Y % Chg. 6.3 6.4
Apr16  22:00 CH Retail Sales Mar Y/Y % Chg. 84 -
Apr 17 16:30 UK Consumer Price Index Mar Y/Y % Chg. 2.0 1.9
Apr 17 17:00 EZ Consumer Price Index Mar Y/Y % Chg. 14 15
Apr 18 16:00 EZ Markit Eurozone Services PMI Apr Index - 53.3
Apr 18 16:00 EZ Markit Eurozone Composite PMI Apr Index - 51.6
Apr 18 19:30 JN Natl Consumer Price Index Mar Y/Y % Chg. 0.5 0.2

* Eastern Standard Time. Source: Bloomberg, TD Economics.

Note: Some data releases may be impacted by the recent U.S. partial government shutdown.
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Disclaimer

This report is provided by TD Economics. It is for informational and educational purposes only as of the date of writing, and may not be appropriate for other
purposes. The views and opinions expressed may change at any time based on market or other conditions and may not come to pass. This material is not intended
to be relied upon as investment advice or recommendations, does not constitute a solicitation to buy or sell securities and should not be considered specific legal,
investment or tax advice. The report does not provide material information about the business and affairs of TD Bank Group and the members of TD Economics
are not spokespersons for TD Bank Group with respect to its business and affairs. The information contained in this report has been drawn from sources believed
to be reliable, but is not guaranteed to be accurate or complete. This report contains economic analysis and views, including about future economic and financial
markets performance. These are based on certain assumptions and other factors, and are subject to inherent risks and uncertainties. The actual outcome may be
materially different. The Toronto-Dominion Bank and its affiliates and related entities that comprise the TD Bank Group are not liable for any errors or omissions in
the information, analysis or views contained in this report, or for any loss or damage suffered.
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