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Highlights of the Week

United States

A quiet, holiday-shortened week featured data that painted a picture of an economy that has slowed, but not stalled.
Revisions to Q2 GDP did little to change the picture of the economy.

Durable goods orders were a bright spot, but the Fed’s manufacturing surveys continue to point to a lack of confidence
on investment spending. The Beige Book echoed this two-speed view of struggles in the factory sector, and health else-
where.

'The consumer remains an area of strength, with spending on track to put in a solid performance in Q4, helped by healthy
advances in wages and salaries and benign inflation.

Canada

* 'The main event this week was Friday’s third quarter GDP report. Economic activity rose 1.3%, a deceleration from the
prior quarter that masked more encouraging details.

Early indicators for the final quarter of 2019 suggest another modest expansion is in store. Falling confidence and disrup-
tions in several key sectors will act as headwinds to expansion.

'The Bank of Canada will be content to hold its key policy rate unchanged on Wednesday as recent economic trends remain
effectively unbroken.

This Week in the Markets . L . .
Modest Equity Gains in a Quiet Trading Week
Current* Week Ago 52-Week High  52-Week Low
Weekly % Change
Stock Market Indexes
S&P/TSX
S&P 500 3146 3110 3154 2351
S&P/TSX Comp. 17086 16955 17115 13780 S&P 500
DAX 13236 13164 13289 10382 DAX
FTSE 100 7347 7327 7687 6585 USD-EUR
Nikkei 23294 23113 23520 19156
- - USD:JPY
Fixed Income Yields
U.S. 10-yr Treasury 177 177 3.03 1.46 USD:CAD
Canada 10-yr Bond 1.48 1.47 231 1.09 DXY
Germany 10-yr Bund -0.36 -0.36 0.32 -0.71 WTI
UK 10-yr Gilt 0.70 071 1.37 0.41
Japan 10-yr Bond 0.07 0.07 0.09 0.29 40 3.0 20 10 0.0 1.0 20
. Note: Data as of 11:59 AM ET, Friday, November 29, 2019.
Forelgn EXChange Cross Rates Source: Bloomberg, TD Economics
C$ (USD per CAD) 0.75 0.75 0.77 0.73
Euro (USD per EUR) 1.10 1.10 115 1.09 Global Official Policy Rate Targets
Pound (USD per GBP) 1.29 1.28 1.33 1.20 Current Target
Yen UPY per USD) C109.5 3 slostjp — 1137 1053 Federal Reserve (Fed Funds Rate) 1.50 - 1.75%
ommodi ot Prices .
- ty 5p Bank of Canada (Overnight Rate) 1.75%
Crude Oil ($US/bbl) 58.0 57.7 66.4 423 ) N
Natural Gas ($US/MMBtu) 246 262 470 2.02 European Central Bank (Refi Rate) 0.00%
Copper ($US/met. tonne) 5869.3 5837.8 6555.5 5584.5 Bank of England (Repo Rate) 0.75%
Gold ($US/troy oz.) 1464.1 1461.9 1552.6 1220.5 Bank of Japan (Overnight Rate) -0.10%
*As of 11:56 AM on Friday. **Oil-WTI, Cushing, Nat. Gas-Henry Hub, LA (Thursday close price). Copper- Source: Central Banks.
LME Grade A. Gold-London Gold Bullion. Source: Bloomberg.
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U.S. - Something To Be Thankful For

A relatively quiet, holiday-shortened week featured data that
painted a picture of an economy that has slowed, but not
stalled. Revisions to Q3 economic growth were uneventful.
Headline GDP growth was revised up from 1.9% annual-
ized to 2.1%, largely owing to a build-up in inventories. Ris-
ing inventories are not typically a sign of economic strength,
so we don't view that slight upward boost as changing the
picture in a meaningful way.

Final domestic demand was 2% in Q3, after averaging 2.7%
in the first half of the year, and 3% in 2018. That is the nar-
rative right there. The economy has slowed from a robust
pace to a moderate pace, very close to what we consider its
underlying “trend”(Chart 1). The Fed’s latest Beige Book
indicated that this tempo has likely continued this quarter.
It characterized economic activity as progressing at a mod-
est pace through most districts, unchanged relative to the
prior report. Consumer related sectors, including residential
construction, are doing well, while ongoing struggles in the
manufacturing sector continued.

Durable goods orders for October painted a slightly better
picture. Nondefense capital goods orders ex-aircraft, a key
signpost to business investment, had a solid gain for the first
time in a few months. It wasn’t enough to change our view
of manufacturing weakness, but it did support an upgrade
to expectations for equipment spending in Q4. Overall, we
expect business investment to advance roughly 2.4%, ending
two quarters of contraction. However, this does not entirely
lift the damper uncertainty is having on investment (see re-
port). Looking at the regional Fed manufacturing surveys,
the capital expenditures components on the whole weakened

Chart 1: Economy Has Slow ed, but Not Stalled
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Chart 2: Little to Fear From Inflation
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turther in November, so we don't believe business spending
or the manufacturing sector is out of the woods yet.

On the plus side, the October personal spending data sug-
gests that the consumer is looking solid at the start of the
fourth quarter. Barring a confidence-sapping event, we ex-
pect consumer spending to come in around 2.4%, in line with
our September forecast. The gray cloud in the October data
was a drop in real personal disposable income. However, that
seems to have been due to a decline in farm incomes, after
a sizeable boost from government payouts to compensate
farmers for tariff-related damages. Wages and salaries still
rose 0.4% on the month, and was up 4.9% versus a year ago
(nominal terms) — a pretty healthy pace, particularly when

overlaid on the benign inflation backdrop.

'The Fed’s preferred inflation measure — the core PCE defla-
tor — rose only 0.1% in October (Chart 2). The Dallas Fed’s
trimmed mean (which strips out price volatility more broad-
ly than food and energy) has been steady at the Fed’s 2%
target for a few months. There’s little on the inflation front
to spook the Fed to either cut or raise interest rates any time
soon. Early in the week, Chair Powell highlighted the ben-
efits of extending the current economic cycle — mainly that
lower income households have not yet regained the wealth
lost in the great recession. Strong labor markets are finally
starting to spark healthy wage gains for lower-income work-
ers, which spreads the gains from a strong economy more
broadly. Amid all the trade gloom and uncertainty, that is
something to be thankful for.

Leslie Preston, Senior Economist | 416-983-7053
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Canada - Solid End To A Quiet Week

It was a relatively quiet week in financial markets as U.S.
traders took their Thanksgiving break. The TSX looked
set to end the week a tiny bit higher at the time of writ-
ing, while the loonie sat close to where it started the week.
There was a bit more excitement on the politics front. This
week saw some signs of progress towards getting the Can-
ada-U.S.-Mexico (CUSMA) trade deal officially on the
books. Deputy PM Freeland and her Mexican counterpart
were in Washington this week, reportedly to assess poten-
tial labour-related tweaks to the agreement. The path to
tull ratification of this deal has been a bumpy one. Getting
it officially on the books would finally remove at least one
source of uncertainty for manufacturers and exporters.

Turning to the economic data, this week’s calendar was
dominated by Friday’s third quarter GDP release. The re-
port was a pleasant surprise. At 1.3% quarterly annualized
growth, the headline came in a bit ahead of our expecta-
tions, and the details were even better (Chart 1). Final do-
mestic demand rose a robust 3.2% as almost every major
category rose (for details, please see our commentary). This
quarter also brought Statistics Canada’s major revisions,
where they incorporate important, but lagged data, such
as tax returns. These revisions suggested a more resilient
economy than thought. Among the positive revisions were
slightly stronger business investment, notably on non-resi-
dential structures, and a higher household savings rate than
previously reported.

Looking ahead to the close of the year, early signs point
to a similar headline performance, although perhaps with
softer details. Small business confidence dropped mark-

Chart 1: Domestic Demand Popped Higher In Q3
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Chart 2: Small Business Confidence Took a
Tumble in November
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edly in November (Chart 2). Driven lower by Alberta and
Saskatchewan, the early read suggests that another quarter
of lukewarm overall activity is likely. Reinforcing this view
are a number of one-off surprises affecting key sectors. The
U.S. GM strike affected their Canadian operations and
should show up as a headwind to the manufacturing sec-
tor early in the quarter. More recently, the now-resolved
labour disruption at CN Rail was thankfully shorter than
we anticipated (see analysis). However, with eight days of
disruption in an industry where opportunities for ‘catch up’
growth are limited — there are only so many trains/cars/
lines — we still expect a modest (0.1 percentage point) drag
on the quarter as a result.

'This brings us to the next big event: this coming Wednes-
day’s Bank of Canada interest rate decision. Holding the
overnight interest rate at 1.75% is pretty much a foregone
conclusion. Why? The Bank has already pencilled in a soft
end to 2019, forecasting 1.3% growth in both Q3 and Q4
in their October Monetary Policy Report, and will likely
be pleasantly surprised by the details of the GDP data,
especially the strength in business investment. What’s
more, recent speeches have emphasized the financial sta-
bility risks in the Canadian economy. The bar to easing is
clearly higher than in the past, but it is not stratospheric.
Should consumer spending or housing take a tumble, or
financial conditions tighten rapidly, the narrative would
quickly change. But, with the final rate decision of 2019
right around the corner, that will have to be a 2020 story.

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

i *
U.S. ISM Manufacturing Index— November |SM ManufacturingIndex
Index

Release Date: December 2, 2019

59
Previous: 48.3 5
TD Forecast: 49.2 55
Consensus: 49.5 53
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Source: Institute for Supply Management, TD Economics

the contrary, and largely reflecting a recent moderation in
consumer spending, we look for a modest decline in the
non-manufacturing index to a still firm 54.5 following last
month’s 2pt gain to 54.7.

U.S. Employment — November*
U.S. Labor Market

Release Date: December 6, 2019 Thousands of Jobs %
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41k in October before workers ratified a new deal on
October 25th. The household survey should show the
unemployment rate ticked down to 3.5%, matching the
multi-decade low from August, while we expect wages
to rise 0.3% m/m, leaving the annual rate unchanged at

3.0% y/y.

*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 International Trade — October*

Release Date: December 5, 2019
Previous: -$0.98bn

TD Forecast: -$2.0bn
Consensus: NA

The international trade deficit is forecast to widen to
$2.0bn in October owing to a sizeable drag from motor
vehicle exports. The UAW strike and ensuring parts short-
age weighed heavily on Canadian vehicle production, and
preliminary figures show a pullback in line with the 6%
m/m drop in US auto imports. This should contribute to
a broader decline in export activity, with forestry products
expected to edge lower in response to reduced activity at
lumbermills, while lower oil prices will also act as a head-
wind to nominal exports. Imports should see a more mod-
est decline consistent with softer US exports and sluggish
domestic demand.

Canadian Employment — November*

Release Date: December 6, 2019

Previous: -2k, unemployment rate: 5.5%

TD Forecast: -10k, unemployment rate: 5.6%
Consensus: NA

TD looks for the labour market to underwhelm with a 10k
decline in employment for November, driven by a unwind
of election-related hiring after public administration em-
ployment rose by 20k in October. Financial sector employ-
ment, currently running at +5.5% y/y, also looks prime for
some giveback after a 17k increase last month while unsea-
sonably cool weather will weigh on construction hiring. On
the other end of the spectrum, manufacturing employment
should rebound from a 23k drop after the resolved UAW
strike allowed Canadian workers to return to the job, how-
ever, this could be partially offset by the scheduled wind-
down of GM’s Oshawa plant. Should our forecast prove

Canadian International Merchandise Trade
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accurate the 6m trend would slip from 22k to 16k, the soft-
est pace since mid-2018, with declines in four of those six
months. This would push the unemployment rate back to
5.6%, assuming modest labour force growth, while muted
base-eftects should see wage growth hold at 4.4% y/y.

*Forecast by Rates and FX Strategy Group. For further information, contact TDRates&FXCommoditiesResearch@tdsecurities.com
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Recent Key Economic Indicators: Nov 25 - 29, 2019
ReDlzta:e Economic Indicator/Event DPa::Oer Units Current Prior
United States

Nov 26 Advance Goods Trade Balance Oct Blns -66.5 -70.5
Nov 26 Conf. Board Consumer Confidence Nov Index 126.5 125.9
Nov 26 House Price Purchase Index 3Q Q/Q % Chg. 11 1.1
Nov 26 New Home Sales Oct Thsd 733.0 738.0
Nov 26 Retail Inventories Oct M/M % Chg. 0.3 0.2
Nov 26 S&P CorelLogic CS US HPI NSA Sep Y/Y % Chg. 212.2 212.0
Nov 27 Cap Goods Orders Nondef Ex Air Oct M/M % Chg. 12 -0.5
Nov 27 Core Personal Consumption Expenditure 3Q Q/Q % Chg. 2.1 2.2
Nov 27 Durable Goods Orders Oct M/M % Chg. 0.6 -14
Nov 27 Durables Ex Transportation Oct M/M % Chg. 0.6 -0.4
Nov 27 Federal Reserve Releases Beige Book

Nov 27 Gross Domestic Product Annualized 3Q Q/Q % Chg. 21 1.9
Nov 27 Initial Jobless Claims Nov 23 Thsd 213.0 228.0
Nov 27 Pending Home Sales Oct M/M % Chg. -0.2 15
Nov 27 Personal Consumption 3Q Q/Q % Chg. 2.9 2.9
Nov 27 Personal Consumption Expenditure Core Deflator Oct Y/Y % Chg. 16 17
Nov 27 Personal Consumption Expenditure Core Deflator Oct M/M % Chg. 01 0.0
Nov 27 Personal Consumption Expenditure Deflator Oct Y/Y % Chg. 13 13
Nov 27 Personal Income Oct M/M % Chg. 0.0 03
Nov 27 Real Personal Spending Oct M/M % Chg. 0.1 0.2

Canada
Nov 25 Wholesale Trade Sales Sep M/M % Chg. 1.0 0.0
Nov 28 CFIB Business Barometer Nov Index 56.1 59.8
Nov 28 Current Account Balance 3Q BIns -9.9 -6.7
Nov 29 Gross Domestic Product Sep M/M % Chg. 0.1 0.1
Nov 29 Industrial Product Price Oct M/M % Chg. 0.1 -0.1
Nov 29 Quarterly Gross Domestic Product Annualized 3Q Q/Q % Chg. 13 35
International
Nov 25  MX Gross Domestic Product 3Q Y/Y % Chg. -0.3 -0.9
Nov 27  JN Retail Sales Oct Y/Y % Chg. -7.1 9.2
Nov 28  JN Industrial Production Oct Y/Y % Chg. -5.3 13
Nov 28  JN Tokyo Consumer Price Index Nov Y/Y % Chg. 0.6 0.4
Nov 29  EZ Consumer Price Index Nov Y/Y % Chg. 1.0 0.7
Nov 29 IN Gross Domestic Product 3Q Y/Y % Chg. 45 5.0
Nov 29  EZ Unemployment Rate Oct % 7.5 7.6
Source: Bloomberg, TD Economics.
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7
Upcoming Economic Releases and Events: Dec 2 - Dec 6, 2019
ReDI::ese Time* Economic Indicator/Event D;::;:r Units CI?:::CTS:S Last Period
United States
Dec 2 9:45 Markit US Manufacturing PMI Nov Index 522 522
Dec 2 10:00 ISM Manufacturing Nov Index 49.5 483
Dec 3 Wards Total Vehicle Sales Nov Mins 16.9 16.6
Dec 4 8:15 ADP Employment Change Nov Thsd 140.0 125.0
Dec 4 9:45 Markit US Services PMI Nov Index 51.6 51.6
Dec 4 10:00 ISM Non-Manufacturing Index Nov Index 54.5 54.7
Dec 5 8:30 Initial Jobless Claims Nov 19 Thsd - 213.0
Dec 5 8:30 Trade Balance Oct Blns -48.9 -52.5
Dec 5 10:00 Cap Goods Orders Nondef Ex Air Oct M/M % Chg. - 12
Dec 5 10:00 Durable Goods Orders Oct M/M % Chg. - 0.6
Dec 5 10:00 Factory Orders Oct M/M % Chg. 01 -0.6
Dec 5 10:00 Factory Orders Ex Trans Oct M/M % Chg. - -0.1
Dec 6 8:30 Average Hourly Earnings Nov M/M % Chg. 03 0.2
Dec 6 8:30 Change in Nonfarm Payrolls Nov Thsd 190.0 128.0
Dec 6 8:30 Unemployment Rate Nov % 3.6 3.6
Dec 6 10:00 Wholesale Trade Sales Oct M/M % Chg. - 0.0
Canada

Dec 2 9:30 Markit Canada Manufacturing PMI Nov Index - 51.2
Dec 4 8:30 Labor Productivity 3Q Q/Q % Chg. - 02
Dec 4 10:00 Bank of Canada Rate Decision Dec 19 % 1.75 1.75
Dec 5 8:00 BoC's Timothy Lane speaks at the Ottawa Board of Trade and Ottawa Business Journal Ottawa, ON

Dec 5 8:30 Int'l Merchandise Trade Oct CAD, Blns - -1.0
Dec 6 8:30 Net Change in Employment Nov Thsd - -18
Dec 6 8:30 Unemployment Rate Nov % - 5.5

International
Dec 2 4:.00 EZ Markit Eurozone Manufacturing PMI Nov Index 46.6 46.6
Dec 2 4:30 UK Markit UK PMI Manufacturing Nov Index 483 483
Dec 5 5:00 EZ Employment 3Q Y/Y % Chg. - 1.0
Dec 5 5:00 EZ Gross Domestic Product 3Q Y/Y % Chg. 12 12
Dec 5 5:00 EZ Retail Sales Oct Y/Y % Chg. 23 31
* 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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