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• Next Monday’s federal election will be the show stealer. The Liberals are ahead in the polls, and if they do 
indeed prevail, we could see more government spending than what we baked into our forecast.

• Even with a potential government stimulus boost, the economy is still likely poised to sour in the coming 
months. We expect that will lead the Bank of Canada to trim its policy rate.

• February was a soft month for consumer retail spending. March looks to have been a firmer month, but 
we’re retaining our view that consumption is headed for a slowdown.

• Trade tensions between the world’s two largest economies simmered this week, with the U.S. administration 
hinting that the tariffs on China would likely be lowered in the very near future. 

• But President Trump appeared frustrated with the lack of progress among other countries, and threatened to 
reimpose the reciprocal tariffs in the coming weeks if trade deals weren’t signed. 

• Amidst all the uncertainty, the housing recovery appears to be on hold. Existing home sales declined to a six-
month low in March.
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both parties releasing their costed platforms this week. 
Net new stimulus measures in the Liberal plans amount 
to an average of about 1% of GDP over the forecast ho-
rizon, driven by spending and abetted by tax cuts. In 
contrast, tax reductions are the name of the game for 
the Conservatives, with relief pledged for household in-
comes, housing, and seniors to name a few. On the op-
posite side of the ledger, the Conservatives are pledg-
ing to scale back spending slightly, instead leaning on a 
bevy of tax cuts to support the economy and, ultimately, 
grow revenues. The Liberal plan sees the deficit averag-
ing about 1.7% of GDP over the next several years. It’s 
lower under the Conservative plan, but the party includ-
ed a projected boost to revenues from the anticipated 
lift to economic growth from their new measures, which 
is something the Liberals largely didn’t do.

As of now, polling and betting markets are leaning to-
wards a Liberal victory. If that occurs, there is some up-
side risk to our assumption that fiscal stimulus across 
all levels of government would amount to 1% of GDP. All 
else equal, a larger-than-expected dose of government 
stimulus could offer a boost to the economy. However, a 
large chunk of new spending in the Liberal plan is capi-
tal investment, and so could take longer to have an im-
pact on the economy as projects take time to get up and 
running. More importantly, the economy is likely to sour 
in short order, with next week’s GDP report set to show 
that growth softened in February and Canada’s labour 
market already displaying signs of cooling (Chart 2). As 
such, the Bank of Canada remains on course to trim 
their policy rate in the coming months.

Canada – Election Anticipation

Some optimism returned to Canadian financial mar-
kets this week. Equities breathed a sigh of relief, with 
the TSX on track to rise about 2.5% on the week. Presi-
dent Trump signaled a de-escalation of the U.S. trade 
war with China and assured that he would retain Fed-
eral Reserve chief Powell, despite disagreeing with his 
stance on monetary policy (to put it lightly). Bond yields 
were also slightly higher at time of writing, although 
the Canadian dollar dipped a touch on the back of 
some upward movement in the USD. It wasn’t com-
pletely smooth sailing, however, with the U.S. President 
warning that the 25% tariff in place on cars imported 
from Canada could go up. He also re-iterated some of 
his grievances with his northern neighbour when ques-
tioned about the upcoming Canadian election. 

This week also offered a pulse-check on the state of the 
Canadian consumer via the February retail spending re-
port, and the results were less than encouraging. Retail 
sales volumes declined 0.4% month-on-month, pulled 
down by weakness in new vehicle purchases (which con-
tinued to pullback after surging in the back half of last 
year) and housing-related sales (mirroring the weakness 
in the housing market). Some of the drop in overall sales 
volumes may have been weather-related given major 
winter storms that took place that month. Still, it marked 
the second straight monthly decline (Chart 1). Statcan’s 
flash estimate showed a 0.7% m/m rebound in March, 
but given all of the headwinds facing the consumer, we 
still expect spending growth to cool moving forward.

All eyes are on next Monday’s federal election. It’s a two-
horse race between the Liberals and Conservatives, with 
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Disentangling the signal from the noise on U.S. trade 
matters is becoming an increasingly difficult task. This 
week, President Trump and U.S. Treasury Secretary Scott 
Bessent both called out the tariffs on China as being 
“too high”. At 145%, Bessent said trade with China be-
comes “unsustainable” and that he expects the current 
situation to de-escalate in the “very near future”. China 
appears open to negotiations and even went as far as 
exempting some U.S. goods from its retaliatory tariffs. 
The abrupt U-turn in the administration’s tone alongside 
President Trump’s assurance that he will not remove Fed 
Chair Powell, helped to fuel a mid-week rally in U.S. eq-
uities, with the S&P 500 ending the week up 3.5%. But 
investors remained skeptical of whether the move to de-
escalate was the beginning of a broader pivot or simply 
backpedaling on the overly punitive levies imposed on 
China given the significant economic repercussions.

Despite claims of over 90 countries having offered to 
negotiate trade terms, President Trump appears to be 
growing frustrated with the lack of progress made on 
reaching deals. He even went as far threatening to re-
impose the “reciprocal” tariffs on some countries over 
the coming weeks if trade deals weren’t signed.

But even if there’s a big push on trade negotiations 
over the coming weeks, at least some economic dam-
age has already been done. In the April release of the 
Federal Reserve’s Beige Book, several districts noted 
a considerable worsening in the economic outlook 
amid heightened uncertainty stemming from tariffs. 
Spending on both business and leisure travel were 
down, with some districts seeing an outright decline 

in international visitors. On inflation, many business-
es noted that they’re already seeing input costs rise 
and that they expect to pass-on at least some of the 
additional costs to consumers. But this may not be 
possible for some consumer-facing sectors, who are 
already reporting more tepid demand. 

Estimates done by Reuters suggest that of the S&P 
500 companies who have already reported quarterly 
earnings, over 90% have mentioned tariff risks in their 
earnings transcripts. This is more than double what 
was mentioned the prior quarter and underscores how 
today’s uncertainty is touching nearly all industries. 
This does not bode well for capital spending. 

The housing recovery is also looking to be on hold. Ex-
isting home sales declined 5.9% m/m in March, falling 
to a six-month low of 4.0 million units (Chart 1). With 
mortgage rates again within spitting distance of 7%, 
and households increasingly worried about employ-
ment prospects, we’re likely to see a further pullback 
in sales activity over the coming months. Construction 
activity was also sharply lower in March, amid elevat-
ed trade uncertainty and higher input costs. Home-
builder confidence for April remained soft, suggesting 
little rebound in near future. 

Our current tracking for first quarter real GDP (released 
April 30th) suggests economic growth grew by just 
0.3% annualized after expanding by an above trend 
pace of 2.9% through the second half of 2024 (Chart 
2). But the GDP release will play second fiddle to next 
week’s more timely April jobs report. Expectations are 
that the economy added 130k jobs in April, a meaning-
ful stepdown from March’s 228k pace.

U.S. – Searching for the Signal Amidst A Lot Of Noise
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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 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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