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U.S.

* New home sales fell in February, but remain fairly flat over the past three months. New home prices, mean-
while, continued to head lower last month, and are now down 13% from their 2022 peak.

* U.S. GDP growth in the fourth quarter of 2023 was revised up from 3.2% (annualized) previously, to an even
better 3.4%.

e Given signs that inflation may have firmed up at the start of this year, Fed officials, including Fed Governor
Waller, continued to argue for patience when it comes to reducing the policy rate.

Canada

* The federal government hopes to reduce the non-permanent resident share of Canada’s population from 6.5%
to 5% by 2027. If achieved, this would reduce pressure on housing and other infrastructure, but also potentially
weigh on economic growth.

* |nthe near-term, however, the economy looks to have got off to a strong start in 2024. GDP surged 0.6% m/m
in January and preliminary estimates point to another above-trend gain in February.

e With provincial budget season nearly wrapped up, the Big 4 provinces are expecting a deteriorated fiscal
backdrop this year, on the back of weak revenues and decent spending gains.

Qil Bounces Back on Tight Supply Outlook

This Week in the Markets

Current*  Week Ago  52-Week High 52-Week Low Weekly % Change

Stock Market Indexes S&P/TSX
S&P 500 5251 5242 5251 4028 S&P 500
S&P/TSX Comp. 22182 22087 22182 18737
DAX 18499 18179 18499 14687 DAX
FTSE 100 7965 7883 7965 7257 USD:EUR
Nikkei 40168 40816 40888 27473

Fixed Income Yields USD:JPY
U.S. 10-yr Treasury 4.18 427 4.99 3.31 USD:CAD
Canada 10-yr Bond 3.45 3.52 4.24 276
Germany 10-yr Bund 2.29 2.41 2.97 1.90 Gold
UK 10-yr Gilt 3.92 4.00 4.75 3.43 WTI
Japan 10-yr Bond (o4l 0.74 0.96 0.32
Foreign Exchange Cross Rates -0.5 0.0 0.5 1.0 1.5 2.0 2.5
C$ (USD per CAD) 0.74 0.74 0.76 0.72 Note: Data as of 12:03 PM ET, Thursday, March 28, 2024.
Euro (USD per EUR) 1.08 1.09 112 1.05 Source: Bloomberg, TD Economics.
Pound (USD per GBP 1.26 127 1.31 1.21 - ”
und ( P ) Global Official Policy Rate Targets
Yen (JPY per USD) 151.3 151.6 151.7 131.3
Commodity Spot Prices** Central Banks Current Target
Crude Oil ($US/bbl) 814 815 037 671 Federal Reserve (Fed Funds Rate) 5.25-5.50%
Natural Gas ($US/MMBtu) 1.43 155 13.20 124 Bank of Canada (Overnight Rate) 5.00%
. o

Copper ($US/met. tonne) 8744.4 8837.7 9065.8 7823.8 European Central Bank (Refi Rate) 4.50%
Gold ($US/troy oz.) 2216.3 2181.3 2216.3 1820.3 Bank of England (Repo Rate) 5.25%
*As of 12:23 PM on Thursday. **Oil-WTI, Cushing, Nat. Gas-Henry Hub, LA (Wednesday close price). Copper-LME Grade A. Bank of Japan (Overnight Rate) 0.10%
Gold-London Gold Bullion. Source: Bloomberg. Source: Bloomberg.
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U.S. - Fed in No Rush to Cut Interest Rates

The last week of March has been fairly quiet in a holi-
day-shortened week. With no primary data reports pub-
lished so far, attention gravitated toward Fed speeches
and second-tier reports. Equity markets, such as the
S&P 500, struggled for direction, but managed to push
higher later in the week.

Signals from the housing market were mixed. Follow-
ing a strong showing in existing home sales in Febru-
ary, new home sales fell a modest 0.3% last month. But,
on a three-month moving average basis, the typically
volatile series shows a mostly flat trend. What’s more
interesting is the fact that the median new home price
continues to decline, and has fallen roughly 13% from
its peak at the end of 2022. At present, new and exist-
ing single-family home prices are essentially at par-
ity (Chart 1). However, we expect there could be more
weakness in new home prices ahead given there is 8.4
months of supply in that market, compared to a much
tighter balance of 3 months in the existing home market
(for more insight on this, see our January report here).

Other secondar-tier releases lent support to a posi-
tive economic narrative. An upward revision to fourth-
quarter GDP from 3.2% (annualized) previously to 3.4%
marked a welcome surprise. Turning to more recent
data, durable goods orders improved in February for a
change. Total orders rose 1.4% following a downwardly
revised 6.9% drop in January, and when excluding the

Chart 1: Following Diverging Price Performances,
New and Existing U.S. Median Home Prices Are
Now at Parity
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Source: NAR, Census Bureau, TD Economics. *3-month moving average.

Chart 2: Core PCE is Expected to Accelerate on
a 6-Month Moving Average Basis in February

6-Month Annualized % Change

U.S. Core CPI inflation
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7

L O AN WAMOOON®

Jan 17 Mar 18 May 19 Jul 20 Sep 21 Nov 22 Jan 24

Source: BLS, BEA, TD Economics. *Last data point is estimate. It assumes Core PCE
inflation rises by 0.3% month-on-month in February, the same as the market consensus

volatile transportation category orders rose 0.5% after
falling in the previous two months. Meanwhile, initial
jobless claims edged lower last week to 210 thousand,
reaffirming the notion of a still-robust labor market.

Financial markets are closed tomorrow for Good Friday,
but the key personal income and spending (PCE) report
for February will still be released. Markets expect real
spending to improve by 0.1% m/m in February following
an equal-sized drop in January. At the same time, the
monthly gain in core PCE inflation, the Fed’s preferred
inflation measure, is expected to ease to 0.3% m/m
from 0.4% m/m in the month prior. Assuming the data
comes in as expected, annual core inflation would hold
at 2.8%. However, it would be at 2.9% over the most re-
cent six month period, suggesting progress on inflation
has stalled (Chart 2). This supports a more patient Fed
when it comes to reducing the policy rate.

Several Fed officials, including Fed Governor Waller,
drove this point home this week. Chair Powell is speak-
ing tomorrow too but we anticipate no major change
to the narrative that the Fed can be patient until it sees
sustained progress on inflation before cutting interest
rates. Next week’s highly anticipated employment re-
port will help fill an added piece to the Fed’s policymak-
ing puzzle.
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Canada - Governments Steal The Show

Recent Canadian economic developments have been
dominated by governments. The federal government
made considerable waves late last week with its plan
to shrink the share of non-permanent residents in Can-
ada’s population from its current level of 6.5% to 5% by
2027 (Chart 1). Even with a growing population, this im-
plies a net drawdown of these types of newcomers over
the next several years.

Just this week, fresh population data showed that over
800k non-permanent residents came to Canada in
2023 - by far the largest inflow on record back to the
1970s. This category helped the country’s population
balloon by a massive 3.2% in 2023. If the federal govern-
ment succeeds in achieving its target, the result will be
a huge step down in Canada’s population growth over
the medium term. This will offer significant assistance in
aligning new housing supply with demand, while reduc-
ing pressure on rents and other infrastructure.

The federal government’s policy could also potentially
weigh on economic growth and inflation, possibly point-
ing to a lower level of interest rates than would other-
wise be the case over the medium term. However, in
the very near-term, economic growth has gotten off to
a surprisingly strong start in 2024. Industry-based GDP
data for January showed that the economy expanded
by a hearty 0.6% month-on-month, led by a rebound in
public sector production after the resolution of strikes
in Quebec. February’s preliminary estimate is also solid,

Chart 1: Canada to Lower Share of Non-
Permanent Residents
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Source: Statistics Canada, TD Economics.

Chart 2: Big 4 Provinces Carrying a Heavy Debt
Burden
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pointing to 0.4% monthly gain. Combined, these num-
bers suggest that first quarter economic growth could
be well above our recent forecast.

With the release of Ontario’s budget this week (see here
for details), we nearly have the full picture of the pro-
vincial budget season. We only await fiscal blueprints
from Manitoba next week, and then the federal govern-
ment on April 16th. Still, information at hand allows for
a few key takeaways. First, the fiscal backdrop is set
to deteriorate meaningfully this year. Across the Big 4
provinces (B.C., Ontario, Quebec, and Alberta), defi-
cits are expected to total -1% of GDP. That’s the largest
shortfall (outside of the pandemic) since 2012/13. Antic-
ipated deficits for this fiscal year across the Big 4 come
courtesy of what’s expected to be considerably slower
revenue gains alongside decent spending growth, with
the latter having the potential to support the economy
during its rough patch.

Meanwhile, net debt-to-GDP (the common measure of
a government’s debt burden) is expected to rise to 31%
across the Big 4 (Chart 2). That’s not quite the highest
on record, but it’s close. With these elevated debt bur-
dens come rising interest costs. For example, Quebec
and Ontario combined expect to spend nearly $25 bil-
lion on debt servicing charges. These costs are higher
than what these governments will spend on many oth-
er major programs. Notably, high debt loads will also
leave provinces vulnerable to unexpected events.
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Recent Key Economic Indicators: Mar 25 - 28, 2024

Release . . Data for .
Economic Indicator/Event . Units Current
Date Period
United States

Mar 26 Cap Goods Orders Nondef Ex Air Feb M/M % Chg. -0.4 0.8

Mar 26 Durable Goods Orders Feb M/M % Chg. 1.4 -6.9

Mar 26 S&P CorelLogic CS 20-City NSA Jan Y/Y % Chg. 6.6 6.2

Mar 26 S&P Corelogic CS US HPI NSA Jan Y/Y % Chg. 6.1 5.6

Mar 26 Conf. Board Consumer Confidence Mar Index 104.7 104.8
Mar 28 Gross Domestic Product (Annualized) Q4 Q/Q % Chg. 3.4 3.2

Mar 28 Initial Jobless Claims Mar 23 Thsd 210.0 212.0
Mar 28 Personal Consumption Q4 Q/Q % Chg. 3.3 3.0

Mar 28 Pending Home Sales Feb M/M % Chg. 1.6 -4.7

Mar 28 CFIB Business Barometer Mar Index 52.7 55.1

Mar 28 Gross Domestic Product Jan M/M % Chg. 0.6 -0.1

Mar 28 Payroll Employment Change (SEPH) Jan Thsd 39.8 31.6

Mar 28 UK Gross Domestic Product Q4 Y/Y % Chg. -0.2 -0.2

*Eastern Standard Time. Source: Bloomberg, TD Economics.
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Upcoming Economic Releases and Events: Apr 01 - 05, 2024

. . Data for . Consensus Last
Economic Indicator/Event ) Units .
Period Forecast Period
United States

Apr 01 9:45 S&P Global US Manufacturing PMI Mar Index 52.5
Apr 01 10:00 ISM Manufacturing Mar Index 48.5 47.8
Apr 02 10:00 Factory Orders Feb M/M % Chg. 1.0 -3.6
Apr 02 10:00 Factory Orders Ex Trans Feb M/M % Chg. -0.8
Apr 02 10:00 Durable Goods Orders Feb M/M % Chg. 1.4
Apr 02 10:00 Cap Goods Orders Nondef Ex Air Feb M/M % Chg. 0.7
Apr 02 11:00 Wards Total Vehicle Sales Mar Mins 16.0 15.8
Apr 02 12:00 Fed's Williams Moderates Discussion at Economic Club of NY
Apr 03 8:15 ADP Employment Change Mar Thsd 150.0 140.0
Apr 03 9:45 S&P Global US Services PMI Mar Index 51.7
Apr 03 9:45 S&P Global US Composite PMI Mar Index 52.2
Apr 03 10:00 ISM Services Index Mar Index 52.6 52.6
Apr 03 12:10 Fed's Powell Speaks at Stanford Event
Apr 04 8:30 Trade Balance Feb Blns -65.7 -67.4
Apr 04 8:30 Initial Jobless Claims Mar-24 Thsd 210.0
Apr 04 14:00 Fed's Mester Gives Remarks on Economic Outlook
Apr 05 8:30 Change in Nonfarm Payrolls Mar Thsd 216.0 275.0
Apr 05 8:30 Unemployment Rate Mar % 3.8 3.9
Apr 05 8:30 Average Hourly Earnings Mar M/M % Chg. 0.3 041
Apr 01 9:30 S&P Global Canada Manufacturing PMI Mar Index 49.7
Apr 01 10:30 BoC Business Outlook Future Sales 1Q Q/Q % Chg. 20.0
Apr 01 10:30 BoC Overall Business QOutlook Survey 1Q Q/Q % Chg. -3.2
Apr 04 8:30 Int'l Merchandise Trade Feb Blns 0.5 0.5
Apr 05 8:30 Net Change in Employment Mar Thsd 34.3 40.7
Apr 05 8:30 Unemployment Rate Mar % 5.9 5.8
Apr 03 5:00 Ez Consumer Price Index Estimate Mar Y/Y % Chg. 2.5 2.6
Apr 03 5:00 ez Unemployment Rate Feb % 6.4 6.4
Apr 05 5:00 Ez Retail Sales Feb Y/Y % Chg. -0.3 -1.0
Mar 28 19:50 JN Retail Sales Feb Y/Y % Chg. 2.7 21

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

This report is provided by TD Economics. Itis 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 spokesper-
sons 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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