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Highlights of the Week
United States

* 'The economic data was subdued this week. Retail sales fell 0.3% in September, ending their six month growth streak.
Industrial production also fell. Multifamily starts took a step back, but single-family starts fared better.

'The Fed’s Beige Book confirmed that economic activity has moderated in the period covering mid-August through Sep-
tember. Tariffs, prolonged uncertainty and slower global growth were deepening the manufacturing slump and pushing
businesses to trim their growth outlooks.

* Internationally, the U.K. and the E.U. have agreed on the new Brexit deal, but the bigger hurdle of getting the deal
through parliament still looms. Meanwhile, China’s economy grew 6.0% (y/y) in Q3, the slowest pace since 1992.

Canada

* It was a relatively quiet week for Canadian financial markets, with most of the news flow directed to the federal election.

* Existing home sales posted a seventh consecutive monthly gain (0.6%), further reaffirming that the correction in
housing markets that started in early 2018 is now in the rear-view mirror.

Other data releases had little in the way of surprises. Inflation measures continued to hover near the 2% mark,
whereas manufacturing shipments posted a decent 0.8% gain.

This Week in the Markets
Brexit and Trade Optimism Support Equities
Current* Week Ago 52-Week High  52-Week Low
Stock Market Indexes Weekly% Change
S&P 500 2991 2970 3026 2351 S&P/TSX
S&P/TSX Comp. 16414 16415 16900 13780 S&P 500
DAX 12606 12512 12670 10382
FTSE 100 7151 7247 7687 6585 DAX
Nikkei 22493 21799 22658 19156 USD:EUR
Fixed Income Yields USD:JPY
U.S. 10-yr Treasury 174 173 3.24 1.46 USD:CAD
Canada 10-yr Bond 1.55 1.52 2.54 1.09
Germany 10-yr Bund -0.38 -0.44 0.46 -0.71 DXY
UK 10-yr Gilt 071 0.71 1.58 041 WTI
Japan 10-yr Bond -0.13 -0.18 0.15 -0.29 15 1.0 05 0.0 05 1.0
Foreign Exchange Cross Rates Note: Data as of 11:41 AM ET, Friday, October 18, 2019.

c$ (USD per CAD) 0.76 0.76 0.77 073 Source: Bloomberg, TD Economics
Euro (USD per EUR) L1 110 L15 1.09 Global Official Policy Rate Targets
Pound (USD per GBP) 1.29 1.27 1.33 1.20 c T
Yen (JPY per USD) 108.5 1083 114.1 1053 WIS TS

Commodity Spot Prices** Federal Reserve (Fed Funds Rate) 1.75 - 2.00%
Crude Oil ($US/bbl) 54.3 54.7 69.2 423 Bank of Canada (Overnight Rate) 1.75%
Natural Gas ($US/MMBtu) 2.29 212 4.80 2.02 European Central Bank (Refi Rate) 0.00%
Copper ($US/met. tonne) 57125 5763.5 6555.5 5584.5 Bank of England (Repo Rate) 0.75%
Gold ($US/troy OZ'). . 1490.? 1489.1 15524 . 1200.4 Bank of Japan (Overnight Rate) -0.10%
*As of 10:58 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. - Economy Sends Mixed Signals

It was a short, but action-packed week for financial mar-
kets, with plenty of events both domestically and abroad.

Across the pond, the U.K. and the E.U. have agreed on the
new Brexit deal. The news boosted the British Pound to
its highest level since May, even though the bigger hurdle
of getting the deal through parliament this Saturday still
looms. Meanwhile, Chinese GDP data reaffirmed that the
U.S.-China trade war was weighing on economic growth.
Real gross domestic product (GDP) rose 6.0% year-on-
year (y/y) in the third quarter of 2019, a tenth of a point
below market expectations, and the slowest pace since data
collection began in 1992. “Synchronized slowdown” across
major economies and slumping international trade has led
the IMF to downgrade it’s global growth forecast for 2019
to 3% - down 0.2pp from its the previous release in July.

State-side, the economic data flow was mixed this week.
September’s retail sales report showed that American shop-
pers appeared to have switched into a hibernation mode as
cooler weather set in. Retail sales fell 0.3% in September,
ending their six month growth streak (Chart 1). Even on-
line sales took a breather, edging lower for the first time
since last December. However, consumer activity remained
healthy on a quarterly basis, with sales up 6% (annualized)
in Q3. This leaves our third quarter tracking for consumer
spending just shy of 3% - a downshift from the second
quarter, but still a solid print. Still, with consumer spending
currently being a key driver of economic growth as activity
slows in other sectors, the decline in September will not
escape the Fed’s attention ahead of the FOMC meeting at
the end of the month.

Chart 1: Retail Sales Cool Off in September

Retail Sales, Month/ Month % Change
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Chart 2: Home Building Trending Higher
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Residential construction also took a step back last month
with both starts and permits falling. The silver lining is
that the single-family segment managed to eke out a small
gain, with starts and permits up by 0.3% and 0.8%, re-
spectively. Single-family construction has been gradually
ramping up this year, with permits and starts both steadily
gaining ground since the spring. As a result, residential in-
vestment will likely add to headline GDP growth in third
quarter for the first time since the end of 2017. Looking
ahead, low mortgage rates and a solid labor market bode
well for further modest gains the housing market. Devel-
opers are also feeling more optimistic, with builder confi-
dence surging to an impressive 20-month high in October
(Chart 2), even as hurdles related to labor and land short-
ages remain.

These developments were corroborated by the Fed’s Beige
Book this week. The report confirmed that economic ac-
tivity has moderated in the period covering mid-August
through September. Tariffs, prolonged uncertainty and
slower global growth were deepening the manufactur-
ing slump (echoed in the industrial production data this
week) and are pushing businesses to trim their growth
outlooks. The limited agreement between China and the
U.S. reached last week is unlikely to do much for the busi-
ness climate while tariffs remain in place. With no signs of
stabilization in domestic economic backdrop, the Fed will
likely continue to err on a side of caution, opting to sup-
port the economy with another interest rate cut this year.

Ksenia Bushmeneva, Economist | 416-308-7392
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Canada - Economic Data Overshadowed by Elections

Canadian financial markets were quiet this week. The
S&P/TSX Composite Index was virtually flat, but the Ca-
nadian dollar continued to appreciate against the USD, as
improved risk sentiment on Brexit and trade translated to
broad-based weakness in the USD. Oil was down around
1.3% on the week (as of writing). A bearish U.S. inventory
report and lingering concerns relating to weakening global
demand (especially following Chinas GDP release) will

continue to weigh on the near-term outlook.

The week’s economic data releases offered little in the way
of surprises and were mostly brushed oft by markets. In-
stead, most of the news flow was directed at federal election
polls. Indeed, the week’s data releases served to echo the
longstanding narrative: Canadian economic data continues
to send mixed messages, but the economy has thus far re-
mained resilient in the face of a global economic slowdown.

Existing home sales kicked off the release schedule, post-
ing a seventh consecutive monthly gain (0.6%). Activity was
mixed across the regional markets, but the B.C. (+4.7%) and
Greater Vancouver Area (+8%) markets continued their
recovery. Recent strength in Canadian resale markets and
homebuilding confirms that the adjustment seen since early
2018 is now likely in the rear-view mirror. We expect the
positive growth in home sales to continue for the next few
quarters on the back of low borrowing rates, a still-buoyant
labour market, accelerated wage gains, and strong popula-
tion growth.

Meanwhile, this week’s CPI release delivered more of the
same story. Headline inflation surprised slightly to the

Chart 1: BoC's Core Inflation Measures Remain
Close to Target

Average of the Three Core CPIMeasures*, Year/Year % Change
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Chart 2: Manufacturing Inventory to Sales Ratio
Remains Elevated
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downside, with a 1.9% headline increase (against consensus
estimates for a 2.1% increase). Still, the strength in the Bank
of Canada’s core measures overshadowed the soft reading.
Indeed, the three core measures are now averaging 2.1% and
have remained generally stable for more than a year (Chart
1).

Capping this week’s data releases was a decent manufac-
turing sales report, with 0.8% nominal and 0.6% volumes
increases. The report showed strength across several indus-
tries and provinces, in addition to healthy forward-looking
indicators. Still, we are cautious on the outlook for this sec-
tor. Despite improved sales, the fly in the ointment in the re-
port was a still-elevated inventory/sales ratio at 1.54 (Chart
2). Without an acceleration in sales growth, this presents
downside risk to future production growth. Importantly,
the softening in global growth and an intensifying global
manufacturing downturn will continue to act as key head-
winds to demand, especially in export-intensive sub-sectors.
'The recent disappointment in the ISM manufacturing in-
dex south of the border does not bode well for Canada’s
manufacturing sector.

As far as monetary policy is concerned, this week’s data re-
leases leave the Bank of Canada in the same tricky spot.
'The stability of inflation measures and persistent strength
in labour markets are likely to keep the central bank on the
sidelines in its meeting later this month. However, trade
tensions and the ongoing global manufacturing downturn
cloud the outlook for exports and business investment, like-
ly to result in future insurance cuts.

Omar Abdelrahman, Economist | 416-734-2873
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Canada: Upcoming Key Economic Releases

Canadian Retail Sales- August*

Release Date: October 22, 2019
Previous: 0.4%, ex auto: -0.1%
TD Forecast: 0.6%, ex-auto: 0.1%

Consensus:; NA

Retail sales are forecast to rise by 0.6% in August on another
sizeable pickup in motor vehicle sales, leaving the ex-auto
figure little changed for a second consecutive month. Au-
gust was a record month for light truck sales, helped by ideal
weather conditions, a recovering housing market, and robust
labour market gains. This should more than offset the decline
in passenger car sales while housing market strength should
provide further support to durable goods via home furnish-
ings. Lower gasoline prices will exert a modest headwind to
total retail sales, leaving the ex. autos and gas measure to post
a modest increase, while a modest decline in overall consum-
er goods prices suggests a more substantial pickup in retail

Business Outlook Survey — Q4*

Release Date: October 22, 2019

We see a mixed backdrop for Canadian firms heading into
Tuesday’s Business Outlook Survey; positive revisions to
consensus GDP forecasts hint at sustained strength in ex-
pectations for future sales growth, but elevated trade un-
certainty will continue to weigh on investment intentions.
Even though the “Phase One” US/China agreement has
helped bring tensions back to a simmer, the most notable
outcome was to delay tarifts which were not on the pub-
lic’s radar in July which will dampen any enthusiasm from
the business sector in response to the deal. Inflation ex-
pectations will also be in the spotlight after a sharp drop
in the NY Fed’s consumer expectations and the Philly
Fed’s SPE, although recent strength in local CPI data
helps to limit this risk. Overall, this report is unlikely to
make a strong case for near-term cut, keeping the focus
on the Bank’s tone at the October meeting as markets
push rate cuts into 2020.

Canadian Retail Sales*

30 Month/Month % Change

20
10
0.0
-1.0

mm— Total

-2.0
e Ex. Motor Vehicles

-3.0
Sep-18 Nov-18 Jan-19 Mar-19 May-19 Jul-19

*Seasonally adjusted
Source: Statistics Canada, TD Economics

volumes to the benefit of industry-level GDP. 'This should
come as relief for those concerned by the Q2 consumption
slowdown, however, a muted performance across June/July

will weigh on any rebound in Q3.

Business Outlook: Future Sales Survey
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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: Oct 14 - 18, 2019
Release Economic Indicator/Event Data. for Units Current Prior
Date Period
United States
Oct 15 Empire Manufacturing Oct Index 4.0 2.0
Oct 16 Business Inventories Aug M/M % Chg. 0.0 0.3
Oct 16 NAHB Housing Market Index Oct Index 71.0 68.0
Oct 16 Retail Sales Excluding Auto and Gas Sep M/M % Chg. 0.0 04
Oct 16 Retail Sales Advance Sep M/M % Chg. 03 04
Oct 17 Initial Jobless Claims Oct 12 Thsd 214.0 210.0
Oct 17 Housing Starts Sep Thsd 1364.0 1386.0
Oct 17 Building Permits Sep Thsd 1387.0 1425.0
Oct 17 Capacity Utilization Sep % 77.5 77.9
Oct 17 Manufacturing (SIC) Production Sep M/M % Chg. 0.5 0.6
Oct 17 Industrial Production Sep M/M % Chg. -0.4 0.8
Canada
Oct 15 Existing Home Sales Sep M/M % Chg. 0.6 14
Oct 16 Consumer Price Index Sep Y/Y % Chg. 19 1.9
Oct 16 Consumer Price Index Core: Trim Sep Y/Y % Chg. 21 20
Oct 16 Consumer Price Index Core: Common Sep Y/Y % Chg. 19 18
Oct 16 Consumer Price Index Core: Median Sep Y/Y % Chg. 22 21
Oct 16 Consumer Price Index Sep M/M % Chg. -0.3 -0.1
Oct 17 Manufacturing Sales Aug M/M % Chg. 0.8 -1.3
Oct 18 Teranet/National Bank HPI Sep Y/Y % Chg. 0.7 0.6
International
Oct 14  CH Consumer Price Index Sep Y/Y % Chg. 3.0 2.8
Oct 14  EZ Industrial Production Aug Y/Y % Chg. -2.8 -2.1
Oct15 UK ILO Unemployment Rate 3Mths Aug % 38 38
Oct16 UK Consumer Price Index Sep Y/Y % Chg. 1.7 17
Oct17  CH Gross Domestic Product 3Q Y/Y % Chg. 6.2 6.3
Oct17  CH Retail Sales Sep Y/Y % Chg. 7.8 7.5
Oct 17  CH Industrial Production Sep Y/Y % Chg. 5.8 44
Oct 17  JN Consumer Price Index Sep Y/Y % Chg. 0.2 0.3
Oct 17 UK Retail Sales Excluding Auto Fuel Sep Y/Y % Chg. 3.0 22
Source: Bloomberg, TD Economics.

http://economics.td.com @TD_Economics



Upcoming Economic Releases and Events: Oct 21 - 25, 2019
Release Time* Economic Indicator/Event Data. for Units Consensus Last Period
Date Period Forecast
United States
Oct 22 10:00 Existing Home Sales Sep MIns 5.5 5.5
Oct 23 13:00 Fed's Robert Kaplan speaks in Dallas, TX
Oct 24 8:30 Cap Goods Orders Nondef Ex Air Sep M/M % Chg. - -04
Oct 24 8:30 Durable Goods Orders Sep M/M % Chg. -0.8 0.2
Oct 24 8:30 Durables Ex Transportation Sep M/M % Chg. -04 0.5
Oct 24 8:30 Initial Jobless Claims Oct 19 Thsd - -
Oct 24 9:45 Markit US Manufacturing PMI Oct Index - 511
Oct 24 9:45 Markit US Services PMI Oct Index - 50.9
Oct 24 10:00 New Home Sales Sep Thsd 710.0 713.0
Canada
Oct 22 8:30 Retail Sales Aug M/M % Chg. - 04
Oct 22 8:30 Retail Sales Ex Auto Aug M/M % Chg. - -0.1
Oct 22 10:30 BoC Business Outlook Future Sales 3Q Q/Q % Chg. - 23
Oct 22 10:30 BoC Overall Business Outlook Survey 3Q Q/Q % Chg. - 0.2
Oct 22 10:30 BoC Senior Loan Officer Survey 3Q Q/Q % Chg. - -5.8
Oct 23 8:30 Wholesale Trade Sales Aug M/M % Chg. - 17
International
Oct 24 4:00 EZ Markit Eurozone Composite PMI Dec Index - 50.1
Oct 24 4:00 EZ Markit Eurozone Manufacturing PMI Oct Index - 457
Oct 24 4:00 EZ Markit Eurozone Services PMI Nov Index - 516
* 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.

http://economics.td.com W @TD_Economics




