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Highlights of the Week
United States

*  CPI report - the only key data release this week - confirmed that inflation remained tame in September. Both headline
and core inflation registered a muted 0.1% increase on the month, leaving the readings flat on a year-over-year basis.

* Meanwhile, the JOLTs survey showed that worker demand had softened over summer. The number of job openings fell
in August on a year-on-year basis - a third drop in as many months.

*  Unless a breakthrough in the U.S.- China trade impasse is reached later today, benign inflation and further signs of the
domestic economy cooling off should lead to an even broader agreement for further monetary easing among the FOMC
members when they meet later this month.

Canada

* Oil prices rose as an Iranian oil tanker was hit by missiles on Friday.

* 'The Canadian labour market posted a stellar performance in September, adding 53.7k jobs. Wage growth picked

up as the unemployment fell to near-historic lows.
* 'The housing market continued to recover, contributing to an acceleration in mortgage credit growth.

* Given the evolution of the data, the Bank of Canada appears likely to remain on the sidelines when it meets at the
end of this month.

This Week in the Markets
Trade and Brexit Optimism Lifts Equities
Current* Week Ago 52-Week High  52-Week Low
Stock Market Indexes Weekly% Change
S&P 500 2983 2952 3026 2351 S&P/TSX
S&P/TSX Comp. 16460 16449 16900 13780 S8&P 500
DAX 12512 12013 12630 10382
FTSE 100 7247 7155 7687 6585 DAX
Nikkei 21799 21410 22841 19156 USD:EUR
Fixed Income Yields USD:JPY
U.S. 10-yr Treasury 175 1.53 3.24 1.46 USD:CAD
Canada 10-yr Bond 1.54 1.23 2.54 1.09
Germany 10-yr Bund -0.44 -0.59 0.52 071 DXy
UK 10-yr Gilt 0.71 0.44 1.67 041 WTI
Japan 10-yr Bond -0.18 -0.21 0.15 -0.29 20 1.0 0.0 10 20 3.0 4.0 5.0
Foreign Exchange Cross Rates Note: Data as of 12:04 PM ET, Friday , October 11, 2019.

c$ (USD per CAD) 0.76 0.75 077 073 Source: Bloomberg, TD Economics
Euro (USD per EUR) 110 L.10 116 1.09 Global Official Policy Rate Targets
Pound (USD per GBP) 1.27 1.23 1.33 1.20 c T
Yen (JPY per USD) 108.5 106.9 114.1 1053 UTEE [ETEE

Commodity Spot Prices** Federal Reserve (Fed Funds Rate) 1.75 - 2.00%
Crude Oil ($US/bbl) 54.6 52.8 719 423 Bank of Canada (Overnight Rate) 175%
Natural Gas ($US/MMBtu) 2.26 2.25 4.80 2.02 European Central Bank (Refi Rate) 0.00%
Copper ($US/met. tonne) 5749.5 5608.0 6555.5 5584.5 Bank of England (Repo Rate) 0.75%
Gold ($US/troy OZ'). . 1481.!? 1504.8 15524 . 1200.4 Bank of Japan (Overnight Rate) -0.10%
*As of 11:59 AM on Friday. **Qil-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. - Fed Leaves the Door Open for Another Cut

This was another busy week for markets. Lingering con-
cerns about the health of the global economy continued to
weigh on sentiment after a couple of dour speeches from
the leaders of the IMF and World Bank early in the week.
However, the mood improved as the week progressed, with
equities gaining and bonds selling off. Risk-on sentiment
was buoyed by trade talk hopes ahead of the much-antici-
pated meeting between President Trump and Chinese Vice
Premier Liu later today. Investors also welcomed signs of
progress in the Brexit talks between the UK and Ireland.

'The new leaders of the IMF and World Bank warned
about the deteriorating global economic backdrop ahead
of their annual meetings next week. The new head of the
IMEF, Kristalina Georgieva, said that the global economy
is now in a “synchronized slowdown”, and that the IMF
expects slower growth than last year in 90% of the world.
'The new head of the World Bank, David Malpass, in turn
highlighted the long list of looming risks, such as “Brexit,
Europe’s recession, and trade uncertainty,” which may lead
to a further downgrade to their global growth estimate.

Chair Powell expressed similar concerns in his speech this
week, acknowledging that the U.S. economy has slowed.
He also reaffirmed that while the 50 basis point reduc-
tion in the fed funds rate so far is providing support, the
FOMC committee will continue to assess incoming data
signals on a meeting-by-meeting basis. The next meeting
will take place at the end of October, and markets are ex-
pecting another quarter-point rate cut. Powell’s speech this
week did not dispel those expectations, with the chairman
reiterating that “policy is not on a preset course”.

Chart 1: The U.S. Labor Market Is Cooling
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Chart 2: Small Businesses Hesitate to Raise Prices
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While data was sparse, with CPI being the only main re-
lease, the FOMC meeting minutes, were noteworthy. The
September minutes revealed that most participants were in
tavor of a 25 basis point cut last month to cushion the do-
mestic economy from external headwinds. It appears that
the argument for further monetary accommodation has
only strengthened since then. The ISM Manufacturing in-
dex has moved deeper into contractionary territory, service
sector activity has moderated, and wage and job growth
have slowed. Echoing those trends, the JOLTs survey this
week showed that worker demand had softened over the
summer. The number of job openings in August declined
4% from a year ago, falling for the third consecutive month
and mirroring the decline in average weekly hours (Chart 1).

Separately, the NFIB small business confidence index
showed that businesses may be stuck between a rock-and-
a-hard place, as they face rising costs (especially for labor),
but are unable (or unwilling) to increase selling prices
(Chart 2). Indeed, despite new tariffs coming into effect in
September on many consumer goods, inflation remained
tame. Both headline and core inflation registered a muted
0.1% increase on the month, leaving the readings flat on
a year-over-year basis at 1.7% and 2.4%, respectively. Un-
less a breakthrough in the trade impasse is reached later
today, benign inflation and further signs of the domestic
economy cooling off should lead to even more agreement
at the FOMC table for the need of at least another rate cut
this year.

Ksenia Bushmeneva, Economist | 416-308-7392
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Canada - Labour Market Still In High Gear

Canadian financial markets saw some volatility this week
amid news on the U.S.-China trade talks. With hope for
a deal rising on Friday, the TSX settled at a level close
to where it was on Monday, up by a middling 0.5% at
the time of writing. Oil prices saw a jump on Friday as
an Iranian oil tanker came under attack. At the time of
writing, WTT prices were up by around 3% on the week.

On the data front, employment figures grabbed the
headlines with a blockbuster increase in hiring. Canada
created 53.7k jobs in September, beating consensus esti-
mates by nearly 50k (Chart 1). Even smoothing through
the volatility, Canada is adding 40.4k jobs a month over
the last six months, a stellar performance. The one blem-
ish was that private sector hiring was down 21k on the
month, offset by increases in self-employment (+42.1k)
and the public sector (+32.6k). We caution into reading
too much into these splits on a monthly level given their
inherent volatility. With the surge in hiring, the unem-
ployment rate dropped to 5.5%, just above the modern
historical low of 5.4%. Moreover, wages appear to be re-
sponding to the tighter labour market (Chart 1).

'The Canadian housing market has benefitted from the
gains in jobs and wages. Homebuilding numbers were
solid in September, with Ontario and B.C. seeing hous-
ing starts rise from August. The gain in B.C. was particu-
larly encouraging, coming off the back of a significant

decline in August.

The recovery in the housing market is also attributable
to rapid population growth and lower mortgage rates.

Chart 1: Canadian Labour Market Continues to
Beat Expectations
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Chart 2: Consumer and Mortgage Credit Pick Up in August
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Source: Bank of Canada, TD Economics

Population growth in Canada has been on a tear again
this year, with the third quarter seeing the fastest increase
in nearly 30 years. Mortgage rates too have been trending
down, attracting more investment.

Indeed, lower mortgage rates has meant an acceleration
in mortgage credit. Data released over this past weekend
showed a strong pick-up in mortgage credit in August
(Chart 2). But the buck didn't stop there; consumer credit
also surged, nearly doubling the growth rate observed in
the first seven months of 2019. On the whole, household
credit growth posted the strongest increase in two years
and could signal an increase in household vulnerabilities.

The Bank of Canada will be watching these develop-
ments in credit growth closely as it remains a key area
of concern. Aside from this development, however, this
week’s data may be leaving the Bank feeling pretty good
about its decision to remain on the sidelines. The labour
market is still in high gear, and wages are rising, although
consumption could still see tepid growth in the months
ahead, held down by challenged household balance sheets
and sated demand for motor vehicles (see our recent re-
port). Even with the Bank of Canada on hold, Canadi-
ans are seeing lower global interest rates filter through to
domestic credit markets, supporting the housing market
recovery. If data continues to evolve in this fashion, the
Bank of Canada may find it cozy to remain on the sidelines.

Sri Thanabalasingam, Economist | 416-413-3117
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U.S.: Upcoming Key Economic Releases

U.S. Retail Sales — September*

U.S. Retail and Food Services Sales

Release Date: October 16, 2019 5 Month/Month % Change o

e Excl. Automotive Dealers

Previous: 0.4%, ex auto: 0.0%, control group: 0.3%
TD Forecast: 0.4%, ex auto: 0.3%, control group: 0.4%

Consensus: 0.3%, ex auto: 0.2%, control group: 0.3%

We expect another firm 0.4% increase in retail sales for
September on the back of an also solid gain in sales for
the key control group (+0.4% m/m), as consumer funda- -3
mentals remain sound (a still-healthy labor market, solid

real wages and firm confidence levels). A steady rise in

core sales coupled with another solid gain in auto pur-

chases should more than offset a decline in sales at gaso-

line stations, which reflects a new drop in gasoline prices

in September.
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Source: U.S. Census Bureau, TD Economics

*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 Consumer Price Index -September*

Release Date: October 16, 2019

Previous: 0.1% m/m, 1.9% y/y

TD Forecast: -0.3% m/m, 2.0% y/y, Index: 136.4
Consensus: -0.3% m/m, 2.0% y/y, Index: 136.4

TD looks for headline CPI to decline by 0.3% m/m in
September, which would push inflation back to 2.0% y/y
from 1.9% in August. This improvement is driven by base
effects after last September saw a sharp (17%) pullback
in airfares that shaved 0.3pp from the index and contrib-
uted to a 0.4% decline on the month. In that regard, 2019
is evolving in a similar fashion; airfares have risen by a
cumulative 17% since July, and seasonal factors tend to
be most punitive in September, with prices falling in 9
of the last 10 years. While this puts us at risk of a simi-
lar pullback, the continued grounding of Boeing aircraft
should limit the move. Looking beyond airfares, gasoline

Canadian Manufacturing Sales -August*

Release Date: October 17, 2019
Previous: -1.3%
TD Forecast: 1.0%

Consensus: NA

Manufacturing sales are poised to rebound with a 1.0%
advance in August. This follows a 1.3% contraction the
previous month, which reflected a sharp drop in primary
metals alongside auto production shutdowns. The latter
extended into early August, which will limit the recovery
in motor vehicle shipments, although we expect a more
substantial rebound in metals which have seen volatile
swings since the US lifted steel/aluminum tariffs in May.
Primary metals shaved 0.6pp from last month’s report,and
their rebound along with a broad pickup in US activity are
the main drivers behind our upbeat forecast. However, we
will see a slight drag from lower petroleum prices while

Canadian Consumer Price Index (CPI)
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Source: Statistics Canada, TD Economics

and prices will also exert a headwind to the monthly
print owing to further weakness in the price at the pump
and agricultural goods. This should translate into a more
modest decline in the ex. food & energy index while the
Bank’s preferred measures should hold at 2.0% on aver-
age, reflecting muted base-effects for CPI trim and median.

Canadian Manufacturing Shipments

Month/Month % Change Seasonally Adjusted Ratio
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Source: Statistics Canada, TD Economics

stronger homebuilding activity south of the border should
have limited impact on demand for forestry products. This
is due to a structural decline in Canadian sawmills over
the last year, with shipments of wood products down 24%
y/y through July. Real manufacturing sales should post a

smaller increase owing to higher factory prices.

*Forecast by Rates and FX Strategy Group. For further information, contact TDRates&FXCommoditiesResearch@tdsecurities.com
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Recent Key Economic Indicators: Oct 07 - 11, 2019

Release Economic Indicator/Event Data. for Units Current Prior

Date Period

United States

Oct 8 NFIB Small Business Optimism Sep Index 101.8 103.1
Oct 8 Producer Price Index Ex Food and Energy Sep M/M % Chg. -0.3 0.3
Oct 8 Producer Price Index Final Demand Sep M/M % Chg. -0.3 0.1
Oct 9 Wholesale Trade Sales Aug M/M % Chg. 0.0 0.2
Oct 10 Consumer Price Index Sep M/M % Chg. 0.0 0.1
Oct 10 Consumer Price Index Ex Food and Energy Sep M/M % Chg. 0.1 03
Oct 10 Consumer Price Index Sep Y/Y % Chg. 17 17
Oct 10 Consumer Price Index Ex Food and Energy Sep Y/Y % Chg. 24 24
Oct 10 Real Avg Hourly Earning Sep Y/Y % Chg. 12 14
Oct 10 Initial Jobless Claims Oct 5 Thsd 210.0 220.0
Oct 11 Export Price Index Sep Y/Y % Chg. -16 -14
Oct 11 Export Price Index Sep M/M % Chg. -0.2 -0.6
Oct 11 Import Price Index ex Petroleum Sep M/M % Chg. -0.1 0.0

Canada

Oct 8 Housing Starts Sep Thsd 2212 226.9
Oct 11 Hourly Wage Rate Permanent Employees Sep Y/Y % Chg. 43 38
Oct 11 Unemployment Rate Sep % 55 5.7
Oct 11 Net Change in Employment Sep Thsd 53.7 811

International

Oct7 CH Caixin China PMI Composite Sep Index 519 51.6
Oct9  JN Producer Price Index Sep Y/Y % Chg. -11 -0.9
Oct 10 UK Industrial Production Aug Y/Y % Chg. -1.8 -11

Source: Bloomberg, TD Economics.
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Upcoming Economic Releases and Events: Oct 14 - 18, 2019
Release Data for Consensus

Time* Economic Indicator/Event . Units Last Period
Date Period Forecast

United States
Oct 15 4:15 Fed's James Bullard Speaks at Monetary and Financial Policy Conference in London, UK
Oct 15 8:30 Empire Manufacturing Oct Index 23 20
Oct 15 9:00 Fed's Raphael Bostic Speaks at Purpose Built Communities Conference
Oct 15 15:30 Fed's Mary Daly Speaks at Los Angeles World Affairs Council & Town Hall in Los Angeles, CA

Oct 16 8:30 Retail Sales Excluding Auto and Gas Sep M/M % Chg. 0.4 0.1
Oct 16 8:30 Retail Sales Advance Sep M/M % Chg. 03 0.4
Oct 16 9:00 Fed's Charles Evans Speaks on Current Economic Conditions and Monetary Policy in Peoria, IL

Oct 16 10:00 Business Inventories Aug M/M % Chg. 03 0.4
Oct16  10:00 NAHB Housing Market Index Oct Index 68.0 68.0
Oct1l6  14:.00 U.S. Federal Reserve Releases Bejge Book

Oct 17 8:30 Initial Jobless Claims Oct 12 Thsd - -
Oct 17 8:30 Housing Starts Sep Thsd 1320.0 1364.0
Oct 17 8:30 Building Permits Sep Thsd 1348.0 1426.0
Oct 17 9:15 Capacity Utilization Sep % 777 77.9
Oct 17 9:15 Manufacturing (SIC) Production Sep M/M % Chg. -0.2 0.5
Oct 17 9:15 Industrial Production Sep M/M % Chg. -0.1 0.6

Oct17  14:00 Fed's Charles Evans Speaks at "Fed Listens” Event in Chicago, IL

Oct17 16:20 Fed's John Williams Speaks at Managed Funds Association Outlook Conference in New York, NY

Oct18  10:00 Fed's Esther George and Robert Kaplan Speak at Conference on Energy and the Economy in Denver, CO
Oct18  10:30 Fed's Neel Kashkari Speaks at Federal Home Loan Bank of Des Moines Event in Bloomington, MN

Canada
Oct 15 9:00 Existing Home Sales Sep M/M % Chg. - 14
Oct 16 8:30 Consumer Price Index Sep Y/Y % Chg. 20 19
Oct 16 8:30 Consumer Price Index Core: Trim Sep Y/Y % Chg. 21 21
Oct 16 8:30 Consumer Price Index Core: Common Sep Y/Y % Chg. 18 18
Oct 16 8:30 Consumer Price Index Core: Median Sep Y/Y % Chg. 21 21
Oct 16 8:30 Consumer Price Index Sep M/M % Chg. -0.3 -0.1
Oct 17 8:30 Manufacturing Sales Aug M/M % Chg. - -13
Oct 18 8:30 Teranet/National Bank HPI Sep Y/Y % Chg. - 0.6

Oct18  14:30 BoC's Timothy Lane Speaks at Institute of International Finance Conference in Washington, DC
International

Oct 14 5:00 EZ Industrial Production Aug Y/Y % Chg. - -2.0
Oct14  21:30 CH Consumer Price Index Sep Y/Y % Chg. 29 2.8
Oct 15 4:30 UK ILO Unemployment Rate 3Mths Aug % 3.8 3.8
Oct 16 4:30 UK Consumer Price Index Sep Y/Y % Chg. - 17
Oct 17 4:30 UK Retail Sales Excluding Auto Fuel Sep Y/Y % Chg. - 22
Oct 17 19:30 JN Consumer Price Index Sep Y/Y % Chg. - 03
Oct17  22:00 CH Gross Domestic Product 3Q Y/Y % Chg. 6.1 6.2
Oct17  22:00 CH Retail Sales Sep Y/Y % Chg. 7.8 7.5
Oct17  22:00 CH Industrial Production Sep Y/Y % Chg. 49 44
Oct 17 - 18 European Council Summit, Brussels, Belgium

* 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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