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Highlights of the Week
United States

* 'The American economy grew by 3.2% in the first quarter of 2019, comfortably beating market expectations. However,
the strength was driven by inventories and net exports, while domestic demand growth weakened.

* 'The housing market continues to be an economic weak link. Existing home sales in March fell below expectations. A
lack of inventory appears to be weighing on sales activity.

*  As confirmed in the GDP report, price pressures were softer than expected early in the year, underpinning the Federal
Reserve’s move to the sidelines.
Canada

* 'The Bank of Canada’s April MPR was front and center this week. Both the global and Canadian economic outlooks
were revised down for 2019.

* The Canadian economy is now estimated to be operating with more slack, lasting longer than previously forecast. This
suggests that current stimulative interest rates will need to persist for some time.

* The weaker economic outlook is broadly consistent with our March QEF. As such, we anticipate that the policy interest
rate will hold steady through 2020.

L CuELs L R LR 2 Oil Prices Plunge on Friday as President Trump
Current*® Week Ago  52-Week High 52-Week Low Asks OPEC to Bring Prices Down
Stock Market Indexes Weekly % Change
S&P 500 2931 2905 2934 2351 S&P/TSX
S&P/TSX Comp. 16571 16613 16669 13780 S&P 500
DAX 12315 12222 13170 10382 DAX
FTSE 100 7428 7460 7877 6585
Nikkei 22259 22201 24271 19156 USD:EUR
Fixed Income Yields USD:JPY
U.S. 10-yr Treasury 2.50 2.56 3.24 2.37 USD:CAD
Canada 10-yr Bond 1.69 1.77 2.60 1.53
Germany 10-yr Bund -0.02 0.03 0.65 -0.08 DXy
UK 10-yr Gilt 1.14 1.20 1.73 0.99 WTI
Japan 10-yr Bond -0.04 -0.03 0.16 -0.09 20 15 1.0 05 0.0 05 1.0 15
Foreign Exchange Cross Rates Note: Data as of 12:14 PM ET, Friday, April 26, 2019.

c$ (USD per CAD) 0.74 0.75 0.78 0.73 Source: Bloomberg, TD Economics
Euro (USD per EUR) 1.12 1.12 1.21 1.1
Pound (USD per GBP) 1.29 1.30 1.39 1.25 Global Official Policy Rate Targets
Yen (JPY per USD) 111.6 111.9 114.5 107.7 Current Target

Commodity Spot Prices** Federal Reserve (Fed Funds Rate) 2.25-2.50%
Crude Oil ($US/bbl) 64.3 64.0 76.4 423 Bank of Canada (Overnight Rate) 1.75%
Natural Gas ($US/MMBtu) 2.54 2.54 4.80 2.53 European Central Bank (Refi Rate) 0.00%
Copper (3US/met. tonne) 6358.5 6460.8 7330.5 5713.8 Bank of England (Repo Rate) 0.75%
Gold ($US/troy oz.)- : 1287.9. 1275.4 1341.0 1-174.2 Bank of Japan (Overnight Rate) 0.10%
*As of 12:11 PM on Friday. **Oil-WTI, Cushing, Nat. Gas-Henry Hub, LA (Thursday close price).
Copper-LME Grade A. Gold-London Gold Bullion. Source: Bloomberg. Source: Central Banks.
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U.S. - Q1 Growth Surge Shakier Underneath The Hood

The U.S. economy brushed off disruptions caused by the
partial government shutdown and abnormal weather, and
grew strongly in the first quarter, beating consensus ex-
pectations by 0.9 percentage points (3.2% vs 2.3%). How-
ever, behind the sheen of the solid headline, the drivers of
growth were not as lustrous. Domestic demand growth
weakened, with consumers saving a little more and busi-
nesses slightly more cautious with their investments dol-
lars. Instead, inventories and net exports — the more vola-
tile components of GDP —provided the heavy lifting. The
build-up of inventories is now a three quarter trend. It is
likely to be reversed in the quarters ahead, dragging on
real GDP growth. The good news is that with temporary
disruptions dissipating, domestic demand should improve
next quarter, taking the mantle in driving growth.

Amid the hurrah of strong real GDP growth, the one seg-
ment of the economy that continued to underperform was
housing. Residential investment contracted in all four quar-
ters of 2018, and pulled back again in the first quarter. Ear-
ly indications suggest a mixed start to the second quarter.
Existing home sales fell 4.9% in March, below consensus
expectations. The pullback followed a strong gain in Febru-
ary, but the level of sales has shown little overall progress
over the past several months (and is well off peak levels
seen in the fall of 2017). Fortunately, the news was better
on the new home sales front. New single-family residential
sales rose 4.5%, building on even stronger gains in January
and February. In contrast to the existing market, new home
sales are just a touch below the recent cycle peak.

Chart 1: U.S. GDP Brushed Off Disruptions and
Grew Strongly in 19Q1
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Chart 2: Price Pressures Seem To Be Subsiding
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With affordability improving — a function of both lower
mortgage rates and accelerating income growth — the de-
mand drivers for housing appears to be solid. The supply
side appears to be the constraining factor. The inventory of
existing homes available for sale continues to hover near
historical lows. Unless supply constraints are alleviated, the
upswing in demand could reverse the recent deceleration
home price growth.

Speaking of prices, PCE inflation data for 19Q1 was re-
leased alongside GDP data and came in surprisingly soft.
We cannot yet tell which month the weakness was con-
centrated as only January data are available (February and
March data will only be released on Monday). Neverthe-
less, the weaker reading in Q1 indicates cooling price pres-
sures, reinforcing the Federal Reserve’s position to hold oft
any interest rate hikes through 2019. Bond yields appear to
have dipped lower following the digestion of these details,
discounting the surprise in real GDP growth.

Headline inflation is likely to see something of a lift in up-
coming months, reflecting the broad-based rebound in oil
prices since the end of 2018. Still, the ride may be bumpy.
The West Texas Intermediate oil price benchmark hit $65
earlier in the week, before falling on Friday on word that
Trump has been upping the pressure on OPEC. This, de-
spite news that the administration will no longer exempt
countries from Iran sanctions beginning May 2nd.

Sri Thanabalasingam, Economist | 416-413-3117
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Canada - Toward a Lower Neutral Rate, and Not Beyond

A light data week allowed the highly-anticipated Bank
of Canada interest rate decision to garner the attention
it deserved. A disappointing end to 2018, oil production
curtailments, and mixed data at the start of 2019 raised
concerns about whether the Canadian economy was head-
ing for recession.

In its April MPR, global growth in 2019 is forecast to have
slowed to a 3.2% pace, half a point weaker than last year.
This markdown largely reflects elevated global economic
uncertainty as broadening trade tensions weigh on activity.

Slower foreign growth is bad for commodities and other
goods Canada exports. The Bank of Canada acknowl-
edged this by broadly marking down its Canadian outlook
for this year. Canada’s economy has been going through a
rough patch since the middle of last year, and the softness
should remain through the end of this quarter. First half
weakness, combined with little growth to end 2018, moti-
vated the Bank’s downgrade of 2019 GDP growth to 1.2%
(from 1.7% in January). The Bank’s first quarter growth
was revised down to 0.3% (q/q annualized) from January’s
0.8% forecast, broadly in line with our tracking. Overall,
the Bank’s downgraded economic outlook better reflects
the reality for both the global and Canadian economies.

A softer 2019 and rebound to only just above-trend growth
next year does little to absorb the slack in the economy
that has materialized in the last few quarters (Chart 1).
A more negative output gap is consistent with subdued,

Chart 1: Canadian Output Gap Expected to Widen
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Chart 2: Downgraded Canadian Outlook
Consistent with Stimulative Policy Rate
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slightly-below-target inflation. Such an outlook does not
call for rate hikes. In fact, this outlook suggests that current
stimulative interest rates may need to persist for some time.

'The downgrade parade didn’t end with the economic out-
look. A reevaluation of potential GDP growth saw the
trend running speed of the Canadian economy reduced to
1.7% next year, a tenth of a point lower relative to April
2018’s assumption. Soft business investment and strong
labour markets sent the Bank’s view of trend productivity
growth about 0.3 ppts lower through 2021.

A weaker outlook for domestic trend productivity growth,
and the Fed’s March downgrade in its interest rate outlook,
motivated the Bank of Canada’s markdown of its nominal
neutral rate range by 25bps. Although unobservable and
highly uncertain, the neutral rate has been used as an an-
choring mechanism for interest rate expectations by the
Fed and the Bank of Canada — Governor Poloz has of-
ten referred to it as “home”. Moving the lower end of the
nominal range down to 2.25% suggests that the policy rate
of 1.75, although below neutral, was less stimulative than
previously assumed (Chart 2).

Although downgrades were the dominant theme, there is
scope for cautious optimism. Domestic service industries
remain resilient, and wage growth in most of Canada has
improved over the last year. Still, the weaker economic out-
look augurs for rates to hold steady through 2020.

Fotios Raptis, Senior Economist | 416-982-2556
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U.S.: Upcoming Key Economic Releases

U.S. Personal Income & Spending - March*

Release Date: April 29, 2019

Previous: spending: n.a.; income: 0.2%

TD Forecast: spending: 0.8% m/m; income: 0.4%
Consensus: spending: 0.7% m/m; income: 0.4%

We anticipate spending to have closed the quarter on a
strong note and advanced at its fastest pace since Septem-
ber 2017 at 0.8% m/m, up from an estimated 0.2% rise
in February (also our forecast). In the details, we expect
a 0.4% m/m increase in services spending to be the main
driver of the March rebound, with a rise in spending on
both durables (+2.1%) and nondurables (+1.2%) also help-
ing on the headline. Moreover, we forecast income to rise
0.4% m/m, a stronger pace than that in both Jan and Feb-
ruary

U.S. ISM Manufacturing Sales - April*

Release Date: May 1, 2019
Previous: 55.3
TD Forecast; 54.8

Consensus: 55.0

We look for a minor drop in the ISM index as the region-
al Fed surveys suggest manufacturing activity is holding
steady. Indeed, the average of the ISM-adjusted regional
surveys remained unchanged at 54.2 in April, despite de-
clines in three out of the four surveys published to date.
Based on the regional data, we anticipate downward cor-
rections in the employment and inventories components
of the survey and a slight improvement in production. Ad-
ditionally, new orders likely fell slightly. A recent pick-up
in durable goods orders ex-transportation also puts a floor
under downside risks for the April ISM print.

U.S. Personal Income and Spending
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U.S. Employment - April*

Release Date: May 3, 2019
Previous: 196k, unemployment rate: 3.8%
TD Forecast: 170k, unemployment rate: 3.7%

Consensus: 188k, unemployment rate: 3.8%

We look for payrolls to trend modestly lower to 170k in
April, following the near-200k print in the previous month.
In particular, we expect a minor rebound in manufacturing
jobs following two disappointing payroll prints. However,
this is likely to be more than offset by a deceleration in job
creation in the services sector. We do flag risks to the up-
side on the back of a larger-than-expected recovery in em-
ployment in the retail sector after two notable declines in
February and March. All in, the household survey should
show the unemployment rate ticked down a tenth to 3.7%,
while wages are expected to rise 0.2% m/m. This should
leave the annual print unchanged at 3.2%. However, if we

U.S Labor Market
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get a “soft” 0.2% advance, the annual pace in wage growth
should slow to 3.1%.

*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 Real GDP - February*

Release Date: April 30, 2019
Previous: 0.3%

TD Forecast: 0.0%
Consensus: 0.0%

TD expects industry-level GDP to remain unchanged in
February following the robust 0.3% print last month. Ac-
tivity data for the month of February was mixed on bal-
ance, with retail and manufacturing sales helping to offset
one another. However, volumes were disproportionately
skewed to the downside due to a large increase in con-
sumer prices. Weather will also have an adverse impact if
the sharp pullbacks in residential construction and home
sales offer any signal, although this will be partially off-
set by higher utilities output. Looking to the energy sector,
mandated production caps began to roll oft by an initial
75bpd in February, leaving the daily maximum production

Canadian Real GDP*

8 Month/Month % Change
0.6
0.4
0.2
0.0
-0.2

-0.4

-0.6
Mar-18 May-18 Jul-18 Sep-18 Nov-18 Jan-19

*Real GDP at Basic Prices in 2012 Chained Dollars
Source: Statistics Canada, Haver Analytics, TD Economics

250k barrels below 2018 levels, down from 325k in Janu-
ary. However, preliminary crude production figures show
weaker output during the month, which suggests that
transportation bottlenecks continue to impact upstream
activity despite less government intervention.

*Forecast by Rates and FX Strategy Group. For further information, contact TDRates&FXCommoditiesResearch@tdsecurities.com
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Recent Key Economic Indicators: Apr 22 - 26, 2019
Release Economic Indicator/Event Datef for Units Current Prior
Date Period
United States
Apr 22 Existing Home Sales Mar Mins 521 5.48
Apr 23 New Home Sales Mar Thsd 692.0 662.0
Apr 25 Cap Goods Orders Nondef Ex Air Mar M/M % Chg. 13 0.1
Apr 25 Durable Goods Orders Mar M/M % Chag. 2.7 -1.1
Apr 25 Durables Ex Transportation Mar M/M % Chg. 0.4 -0.2
Apr 25 Initial Jobless Claims Apr 20 Thsd 230.0 193.0
Apr 26 Core Personal Consumption Expenditure 1Q Q/Q % Chg. 13 18
Apr 26 Gross Domestic Product 1Q Q/Q % Chg. 32 2.2
Apr 26 Personal Consumption 1Q Q/Q % Chg. 12 25
Canada
Apr 23 Wholesale Trade Sales Feb M/M % Chg. 0.3 0.4
Apr 24 Bank of Canada Overnight Rate Apr 24 % 1.75 175
Apr 25 CFIB Business Barometer Apr Index 56.7 55.9
International
Apr24  JN BOJ Policy Balance Rate Apr 25 % -0.10 -0.10
Apr25 JN Jobless Rate Mar % 25 23
Apr25 JN Retail Sales Mar Y/Y % Chg. 0.2 0.4
Apr25 JN Industrial Production Mar Y/Y % Chg. -4.6 -11
Source: Bloomberg, TD Economics.
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Upcoming Economic Releases and Events: Apr 29 - May 3, 2019

Release Time* Economic Indicator/Event Data. for Units Consensus Last Period

Date Period Forecast

United States

Apr 29 8:30 Real Personal Spending Mar M/M % Chg. 0.2 -
Apr 29 8:30 Personal Consumption Expenditure Deflator Mar Y/Y % Chg. 17 -
Apr 29 8:30 Personal Income Mar M/M % Chg. 0.4 0.2
Apr 30 8:30 Employment Cost Index 1Q Q/Q % Chg. 0.7 0.7
Apr 30 9:00 S&P CorelLogic CS US HPI NSA Feb Y/Y % Chg. - 43
Apr 30 9:45 MNI Chicago PMI Apr Index 59.0 58.7
Apr 30 10:00 Pending Home Sales Mar M/M % Chg. 1.0 -1.0
Apr 30 10:00 Conf. Board Consumer Confidence Apr Index 126.0 1241
May 01 8:15 ADP Employment Change Apr Thsd 180.0 129.0
May 01  10:00 ISM Manufacturing Apr Index 55.0 55.3
May 01  10:00 ISM Employment Apr Index - 57.5
May 01  14:00 FOMC Rate Decision (Upper Bound) May 01 % 2.50 2.50
May 01 Wards Total Vehicle Sales Apr Mins 17.0 17.5
May 02 8:30 Initial Jobless Claims Apr 27 Thsd - 230.0
May 02 8:30 Unit Labor Costs 1Q Q/Q % Chg. 24 2.0
May 02  10:00 Factory Orders Mar M/M % Chg. 0.8 -0.5
May 02  10:00 Factory Orders Ex Trans Mar M/M % Chg. - 0.3
May 03 8:30 Advance Goods Trade Balance Mar Blns -74.0 -
May 03 8:30 Retail Inventories Mar M/M % Chg. - -
May 03 8:30 Change in Nonfarm Payrolls Apr Thsd 185.0 196.0
May 03 8:30 Unemployment Rate Apr % 3.8 3.8
May 03 8:30 Average Hourly Earnings Apr M/M % Chg. 03 0.1
May 03  10:00 ISM Non-Manufacturing Index Apr Index 57.2 56.1

May 03  13:45 Fed's John Williams speaks at Stanford University in Stanford, CA
May 03 1945 Fed'’s James Bullard speaks at Stanford University in Stanford, CA

Canada

Apr 30 8:30 Gross Domestic Product Feb M/M % Chg. - 0.3
Apr 30 8:30 Industrial Product Price Mar M/M % Chg. - 03
Apr 30 11:00 BoC Governor S. Poloz speaks at the House of Commons Standing Committee on Finance

May 01 8:30 MLI Leading Indicator Mar M/M % Chg. - 0.0
May 01 9:30 Markit Canada Manufacturing PMI Apr Index - 50.5

International

Apr 29 21:00 CH Manufacturing PMI Apr Index 50.7 50.5
Apr 30 5:00 EZ Gross Domestic Product SA 1Q Y/Y % Chg. 1.0 11
Apr 30 5:00 EZ Unemployment Rate Mar % 7.8 7.8
Apr 30 9:00 MX Gross Domestic Product NSA 1Q Y/Y % Chg. - 17
May 01 4:30 UK Markit UK PMI Manufacturing SA Apr Index 53 55.1
May 02 7:00 UK Bank of England Bank Rate May 02 % 0.75 0.75
May 03 5:00 EZ Consumer Price Index Estimate Apr Y/Y % Chg. 15 14

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